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Winchester Policy Analysis
Executive Summary
Following aWinchester City Council resolution in pursuit of a housing policy framework, the City

ofWinchester partneredwith the Housing Coalition of the Northern Shenandoah Valley to fund

the exploration and development of affordable housing policies. They contracted HDAdvisors to

complete the endeavor.

This Council resolution resulted from a housing study that foundWinchester lacks over 1,000 affordably

priced homes for incomes under $26,500 per year.1 Four out of five of these households are

cost-burdened, or spendingmore than 30% of their income on rent or mortgages.2 This housing cost

problem is muchworse for renters, as 43.3% of renters are cost-burdened compared to 16% of

homeowners inWinchester.3

Fifty-six percent of the City’s population rent their homes, and one third of renters inWinchester make

less than $33,650 a year.4 The growth in demand for moderately priced rentals has far outpaced the

development of new ones, leading to 40% ofWinchester’s rental optionsmade up of single-family

detached homes that were formerly owner-occupied, and townhomes in the few places where zoning

allows. This conversion of homeownership units into rentals restricts the availability of affordable

ownership opportunities as well, making the barriers even higher for affordable homeownership.5

New development is happening, but it is primarily focused on housing priced for thosemaking $81,400

per year or more (“market rate”). The rise of remote work and travel patterns following COVID-19means

that higher-earning households fromNorthern Virginia aremoving toWinchester, with demand far

outpacing the housing supply or the ability to build units fast enough. Housing prices inWinchester will

continue to rise from the competition for the scarce housing supply and these telecommuters’ buying

power.6

HDAdvisors was contracted to explore specific housing policy solutions from these broad focus

areas: accessory dwelling units; inclusionary zoning; blight mitigation strategies; strategies for

increasing home ownership; minimums for affordable housing for all new development projects

over an established size threshold; and, updated density bonuses for planned unit developments.

6RKGAssociates

5RKGAssociates

4RKGAssociates, HousingMarket Analysis.

3HousingForward Virginia Sourcebook: Housing Cost Burden.

2HousingForward Virginia Sourcebook: Cost Burden by Income, analysis of U.S Department of Housing and Urban
Development’s (HUD) Comprehensive Housing Affordability Strategy (CHAS) data based on American Community
Survey (ACS) 5-year estimates, 2015-2019.
https://housingforwardva.org/toolkits/sourcebook/affordability-costburden/

1RKGAssociates, HousingMarket Analysis: Preliminary Findings, presented toWinchester City Council Planning and
Economic Development Committee on September 30, 2021.

2



Through an ongoing process of community engagement and feedback, academic research

collection, expert interviews and focus groups, review of existing best practices, and continued

revisions, HDAdvisors has developed policy recommendations forWinchester to pursue and

implement.Winchester’s Policy Analysis outlines and analyzes opportunities for zoning for increased
ease of housing development, promoting long-term affordable housing options through community land
trusts, financing options for affordable housing development, and developing an affordable housing
dwelling unit program.

Zoning for Smart Growth:Utilizing tools through the planning and zoning process,Winchester

canmake affordable and rental developmentmore feasible in the City. Allowing for more housing

in key commercial areas can promote development, adding toWinchester’s character and

walkability in underutilized districts and supporting local businesses. Affordable housing overlays

and targeted zoning changes in commercial districts can allow themarket to deliver the housing

Winchester needs without costly, time-consuming barriers. Smarter zoning will allowWinchester

to remain unique, strong, and economically independent fromNoVA.

Community Land Trusts (CLT): A CLT is an affordable housingmodel that separates the ownership

of a home from the land beneath it. This allows a low-income buyer to afford homeownership and

gain equity at the same time, while making the home affordable for current and future

homeowners. It benefits current homeowners and those whowish to become homeowners in the

future. This tool is available toWinchester right now and developers can partner with the Virginia

Statewide Community Land Trust. The City can incentivize improvements for substandard housing

needing investment and support. The VSCLT can partner with the City to rehab the homes and

support homeowners through dedicated owner-occupied projects.

Financing Affordable Housing:Housing development and construction requires a lot of funding to
make the finished homes actually affordable to those who need themmost.Winchester can

explore bond issuance to helpmake themath pencil out for affordable developments. The

Community Development planning department has an opportunity to explore new bond funding

opportunities that are unique in Virginia, like using G.O. Bonds or partnership with the Virginia

Resource Authority to invest in and incentivize affordable housing options. These options could

look like low interest loans for developers or even grants.

Affordable Housing Dwelling Unit Program: Virginia state law allows for “inclusionary zoning,”

with which cities can incentivize or even in some cases require market-rate housing developments

to include dedicated affordable homes. By the current legislation,Winchester can incentivize

affordable home development by City Council authorizing the creation of an “Affordable Housing

Dwelling Unit” (AHDU) program. This program givesWinchester the ability to offer increased

density options, waived fees, or reduced processing times for developers that intend to create

housing for certain income levels.
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Winchester Policy Analysis
Explanation of Purpose and Methodology

Background

The City ofWinchester, in partnership with the Housing Coalition of the Northern Shenandoah

Valley, utilizing grant funding fromVirginia Housing, sought the assistance of HDAdvisors (HDA)

to study and develop an affordable housing policy framework in the City ofWinchester.

The goal of Virginia Housing’sMarket Analysis Community Impact Grant in Policy Analysis is to

support local governments and non-profit organizations in their local housingmarkets and to

develop policy options to pursue with a full understanding of the implications and costs therein.

Winchester’s policy analyses come at a strategic time following the release ofWinchester’s

HousingMarket Analysis (2021, RKG&Associates)7, and the development ofWinchester’s

Comprehensive Plan, finalized in 20228.

Winchester’s HousingMarket Analysis identifies the following key outcomes for housing supply

and demand, rental and homeownership affordability, and supply projections:

1. Winchester is a renting community with 56% of households renting in the city. These are

younger households with income discrepancies from owning households.

2. Winchester’s housing stock is low density, with nearly 40% of rental units existing in

single-family homes or attached townhome units.

○ “The total of rental units within structures that are 5 units or fewer exceed the

total of rental units within structures greater than 5 units.9”

3. Housing types are separatedwithin the city limits, with one subarea of the city (subarea 3)

housing the highest proportion of multifamily units.

4. Winchester has a large supply of units affordable and available to households earning 50%

to 80% of the AreaMedian Income (AMI) and lacks units for households earning less than

50%AMI andmore than 120%AMI.

○ Rental units inWinchester overwhelmingly cost-burden households at 30%AMI

and below. Interviews indicate that units affordable to this income range are also

of the lowest quality.

5. Regulations limit the development of multi-family units with two ormore bedrooms, and

ultimately prompt the conversion of owner-occupied single-family homes into rentals.

6. Winchester expects increasedmarket rate rental development in the next five years

(serving 80% to 100%AMI households).

9 Pg. 24, 2021,Winchester HousingMarket Analysis, RKG&Associates.

8 https://www.winchesterva.gov/planning/comprehensive-plan

7Winchester HousingMarket Analysis, RKG&Associates, 2021.

5

https://www.winchesterva.gov/planning/comprehensive-plan


7. In-migration of more affluent residents toWinchester increases the demand for units, far

outpacing supply and prompting prices of rental and ownership units to increase faster than
inflation.

In-migration fromNorthern Virginia and other major urban areas toWinchester due to the

expansion of telecommuting has raised the region’s household incomes. This puts more upward

pressure on housing prices as demand and buying power both increase, further cost-burdening
and displacing the City’s most vulnerable residents at 50%AMI and below.

Recognizing the importance of the findings from theHousingMarket Analysis and its implications

for citizens,Winchester’s City Council authorized a resolution to research and develop a housing

policy framework for the following action items:

a. Accessory dwelling units;

b. Inclusionary zoning;
c. Additional blight mitigation strategies;
d. Strategies for increasing home ownership;
e. Minimums for affordable housing for all new development projects over an established

size threshold; and,
f. Updated density bonuses for Planned Unit Developments.

This policy analysis report identifies and investigates specific policies within the bolded categories

above:

1. Zoning for Smart Growth
2. Affordable Housing Dwelling Unit Program
3. Community Land Trusts
4. Financing Affordable Housing

Policy Identification Process

HDAdvisors and representatives ofWinchester’s Community Development department and the

Housing Coalition of the Northern Shenandoah Valley convened in April 2023 to identify potential

policies to analyze and establish protocol to elicit community feedback. The team first evaluated

policies based on Community Development’s progress on City Council’s resolution.Work on

Accessory Dwelling Units and Planned Unit Developments was already underway, and these

policies were cut fromHDA’s list of possible policies to analyze.

InMay 2023, the team conducted a community meeting to hear priorities from citizens working in

the housing affordability or development fields. Twenty-two community members were in

attendance and had the option to participate in two 30-minute “breakout” sessions with the

following topics:
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1. Increasing opportunities for affordable homeownership

2. Increasing opportunities for affordable rentals

3. Economic development throughworkforce housing development

4. Improving substandard housing.

Table leads, HDA andWinchester Community Development staff, conducted the breakout

sessions focusing on each topic for two rounds of 30minutes each, with attendees choosing two

topics to participate in. Each table had at least five to ten people per session. Table leads took

extensive notes in each session to capture the dialogue for each topic and citizens at each table

took notes throughout the conversation.

Following the breakout session, the team compiled and cataloged the notes andmain impressions

from themeeting. HDA staff utilized a coding technique to outline themes within the broad

categories discussed by citizens. From the themes identified, HDA recommended seven potential

policies that complimented the needs, gaps, and solutions presented by citizens.

The team evaluated the options presented and chose the following four policies to analyze under

the guidance of this grant funding:

1. Zoning for Smart Growth
2. Affordable Housing Dwelling Unit Program
3. Community Land Trusts
4. Financing Affordable Housing

Utilizing its expertise as an affordable housing consulting firmwith extensive experience in the

field, HDA staff set to researching these policies, including conducting interviews and reviewing

academic research. Analysis for each topic has varyingmethodology, described in each brief.

Policy Implementation Efforts

While each policy analysis outlines ideal implementation scenarios, it is impossible to know how

residents and developers will receive each policy in reality. All efforts weremade by the team to be

inclusive of and account for the desires, needs, and even possible fears ofWinchester residents,

while also setting bold but realistic goals, as set forth byWinchester’s City Council through

resolution and theWinchester Comprehensive Plan.

The Housing Coalition of the Northern Shenandoah Valley will be a vital partner for the City

throughout the entire implementation process. Tomost effectively implement the policies

identified,Winchester citizens need to be properly engaged to promote a sense of ownership and

confidence in the strategies. It may be useful for the Housing Coalition to begin with a public

relations campaign outlining why these strategies are needed before any implementation steps

are taken.
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Some of the policy briefs in this document use examples fromwithin Virginia. Many of Virginia’s

most successful affordable housing strategies exist in Northern Virginia (NOVA). However, it’s

clear that not all towns or cities with proximity to the expandingWashington, D.C. metropolitan

area want to become exurbs of DC or NOVA. Citizen engagement will be required to promote the

policies identified, but also to combat the idea that these policies are part ofWinchester

“becoming NOVA,” and in fact aremore aimed at preventing that. The Housing Coalition’s

reputation and relationships with the community will be important in emphasizing this goal of the

policies.

Winchester’s distance fromD.C., the cost of living, and the quality of life offered to commuters and

remote workers fromD.C. andNOVA has already proved a successful, if unintentional, pull factor

bringing new residents toWinchester.Winchester’s sense of community and place is a good thing,

which is recognized by both long term and new residents. As identified by the HousingMarket

Analysis, this population change has already been occurring with increased demand for housing,

fewer units, and overall increased prices, decreasing the availability of housing forWinchester’s

most vulnerable residents.Winchester must develop and implement proactive policies in these

briefs to avoid “becoming NOVA,” or rather, to remain affordable, unique, and economically

independent.

To implement the policies analyzed in this brief, it is recommended that the Housing Coalition of the
Northern Shenandoah Valley and the City ofWinchester Community Development team develop a
community engagement and placemaking strategy to establish a strong, unique identity forWinchester
that centers housing affordability. A campaign supporting housing affordability inWinchester10would
also ensure the successful implementation of the recommended policies, which will need this community
support.

10 “KeepWinchester Affordable” - as suggested by the HDA team to promote affordable housing
development and have a catchy slogan to stand behind.
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Zoning for Smart Growth
Mixed-Use Placemaking and Affordable Overlays

Policy Framework

Re-thinking zoning is key to increasing the housing supply, especially for cities with a limited

amount of available land.Winchester’s population is growing. As evidenced by the Housing

Market Analysis, fewer and fewer units are available to residents at 50% of AMI and below11. With

additional in-migration fromNorthern Virginia12 contributing to a rising areamedian income

(AMI), increasing housing production to proactively create and preserve affordable options for

existing residents is crucial. This can be accomplished through changing the zoning code to allow

for more housing in key areas.

Changing the zoning code has the potential to enableWinchester’s housingmarket to absorb the

growth in population while creating and preserving affordability. Zoning for more housing will be a

crucial part ofWinchester’s housing solution plan while also amplifyingWinchester’s character

and charm, promoting a strong sense of place forWinchester’s residents without displacing them.

Increasing housing supply through zoning changes can be a challenge for any locality, usually due

to the public engagement process. For many citizens, the idea of population growth and increasing

density has negative connotations, like increased crime, gridlocked streets, and disappearing

green space. More housing inWinchester may feel to citizens like the City is giving into pressure

and becoming another Northern Virginia suburb. But these problems are not caused by increased

density.

In fact, increasing allowable housing development tends to yield positive housing outcomes for

cities large and small, including those in Virginia, and can be done in a way that honors the

character of a community.13More housing in a city’s center leads to increased tax revenues,

attracts new and relocating employers, and places housing within walking distance of important

destinations. All of these factors help improve sense of place and connection to a community.14

14 https://www.pps.org/article/what-is-placemaking

13

https://www.growsmartri.org/training/Place%20Making%20with%20Form%20Based%20Code%20Article
%20-%20Urban%20Land%202006.pdf

12 The 2020HousingMarket study stated thatMedian Family Income inWinchester was expected to grow
by 4.9% from 2020 to 2025. Households earning above $150,000 (more than twice theMFI) are expected to
lead population growthwith an estimated 15.5% increase by 2025.

11Currently, a deficit of 813 rental units exists for households below 30% of AMI. There is a small surplus of
rental housing priced for 30% - 50%AMI. However, a deficit of 1,062 units priced for households at 120%
AMI and above also exists, which exerts market pressure on lower-priced units as higher-income households
have greater buying power, counteracting any surpluses.

9



Increasing zoning limits is a way to proactively provide housing toWinchester’s most vulnerable

residents, while also keeping the city a healthy and affordable place to live.

It is recommended that the City ofWinchester pursue targeted zoning changes in commercial corridors
and implement an affordable housing overlay district. When aligned with the city’s proposal to pursue
Neighborhood Design Districts, these recommendations could increase housing development and
affordability within the city.

Arlington’s Bet on Housing (Arlington, Virginia)

In 1957, amid the rapid growth of suburban sprawl, planners in Arlington County foresaw that

single-family detached housing developments were creating a budget imbalance. Such

developments paid less in property taxes per acre, but demandedmore in public expenditures than

multi-family housing.

To avoid raising taxes on homeowners, the County embarked on a plan to allow high-rise

apartments and office buildings to be built alongmajor arterial roads around Clarendon, which

was adopted in 1962. Later, with the construction of the D.C.MetroOrange Line, further

upzonings took place in quarter-mile “bullseye” areas around the new stations. This plan is often

cited as a blueprint for Transit-Oriented Development (TOD), which prioritizes development near

transit stops and hubs. This endeavor promoted communities within the transit network to

becomemorewalkable, encouragingmore businesses and residents to locate themselves near

thesemajor hubs.

In 1970, Arlington had about 30,000 single-family detached homes and only about 41,000

apartments. Fifty years later, the number of single-family detached homes has not grown

significantly—but there are now almost 88,000 apartments, with no growth in the developed land

area within the county.15While this type of growthwould be extreme forWinchester, it

demonstrates how zoning can unlockmulti-family development potential in strong housing

markets.

In Arlington, rezoning underutilized land proactively created by-right opportunities for naturally

occurring affordable housing and protected the character of single-family neighborhoods. This

resulted in greater tax revenue for the city and promoted Arlington itself as a good place to live

andwork.

WithinWinchester’s large tracts of single-family-only housing, upzoning—changing the zoning

code in a way that allows for more units per lot—may be out of the question. However,Winchester

15 https://worksinprogress.co/issue/how-dc-densified
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also hasmany commercial areas with few-to-no housing units, where existing commercial

landowners are less likely to oppose rezoning, especially if it increases their property values.

Targeting commercial areas for rezoning to allow by-right development of multi-family housing

has the potential to create high-value, walkable, mixed-use developments near the City’s core and

other important nodes, such as tourist attractions. For example, this could be especially helpful

along the B2 - Highway Commercial District16with the Corridor Enhancement Overlay on Valley

Road (Route 11), where currently only certain types of relatively low-density multi-family housing

are allowedwith a Conditional Use Permit.17

Zoning changes could take the form of amendments to the existing commercial zoning districts, or

the creation and implementation of a newmixed-use zoning district in these areas. Aspects of

form-based code—a type of zoning that focuses on the forms of buildings and streets more than

land use type—could also be utilized to ensure a sense of place is maintained in each corridor.18

Form-based regulationsmay be implemented in rezoned districts to influence the appearance of

new buildings to align with the Corridor Enhancement District, or similar design-based guidelines.

These regulations can help improve connections between residences, businesses, and the public

realm (streets and sidewalks), embedding placemaking in the zoning code. However, these

restrictions should be flexible enough that the highest number of housing units allowed by the

zoning is still financially feasible and technically possible within building codes.

When approaching rezoning in underutilized commercial districts, it is important to avoid

regulations that could impede the by-right development of diverse, attractive, and accessible

multi-family housing, as these entryways to the city should promote a sense of diversity and

community.Winchester should avoid zoning that solely incentivizes affordable housing, but

discouragesmarket-rate housing and other uses, as this may isolate affordable housing residents

and prevent the creation of mixed-use andmixed-income neighborhoods. Local tax incentives for

LIHTC and other affordable projects, such as those recently adopted inWinchester, can be left

intact.

Largeminimum lot sizes, minimum parking requirements or parking incentives, unit-per-building

or bedroom-per-unit limits, and restrictions on first-floor units should be avoided as they act as

impediments tomulti-family development that will help sustain nearby businesses. These are

common restrictions in zoning ordinances that may unintentionally prevent diverse development

18

https://www.growsmartri.org/training/Place%20Making%20with%20Form%20Based%20Code%20Article
%20-%20Urban%20Land%202006.pdf

17 https://library.municode.com/va/winchester/codes/zoning_and_subdivision_ordinance

16 https://gis.winchesterva.gov/zoningdistrictmapping/
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and encouragemore isolated housing that can segregate communities further.19 The public realm

should always be consideredwhenmaking zoning decisions.

An interviewwith Dr. Emily Hamilton at theMercatus Center at GeorgeMason University

outlined the potential for smaller minimum lot sizes to increase the number of units in new

developments while preserving affordability.20 TheMercatus Center’s economic research and

review of zoning’s impacts on housing development show that decreasingminimum lot sizes and

allowing for smaller, more compact forms of housing on those lots does not reduce the value of

homes on those lots over time (as many opponents believe) and can increase the development of

affordable units.21 In fact, increasing the number of units on one smaller lot has the potential to

increase the total value of the land and the units on that lot over time, creating an economic

benefit for owners in those commercial districts.22

Tysons Corner’s Transformation (Tysons, Virginia)

Tysons Corner in Fairfax County, Virginia has long been a jumble of highways, big-box stores,

malls, suburban office parks, and car dealerships. By 2010, major office tenants were leaving the

area for more attractive, walkable, and urban neighborhoods inWashington D.C. and Arlington.

Additionally, Fairfax County’s tax rolls were facing the same problem that Arlington’s were 50

years prior: single-family detached homes cost the County toomuch to develop and paid too little

in property taxes.

Taking inspiration from their neighbors in Arlington, Fairfax undertook an ambitious rezoning plan

to coincide with the arrival of theMetro Silver Line and rezoned the underutilized commercial

areas to allowmore housing options by-right. By aligning with the arrival of theMetro Silver Line,

this rezoning brought life back to Tysons Corner, providing accessible transit, affordable housing

options, and new businesses seeking to serve the new residents of the community.

Since then, Tysons has added almost 5,000 new apartments, with thousandsmore planned in this

formerly low-density, low-value commercial district. The key to the success of the rezoning was

that Tysons Corner was not in anybody’s backyard. The commercial areas were separated from

existing single family neighborhoods by highways and other barriers, making the public

engagement process much smoother.23What’s more, a significant portion of new apartments in

23 https://worksinprogress.co/issue/how-dc-densified

22

https://www.bloomberg.com/news/articles/2019-02-05/why-that-new-zoning-study-shouldn-t-deter-yimb
ys

21 July 12, 2023. Interviewwith Emily Hamilton, Mercatus Center at GeorgeMason University.

20 https://www.mercatus.org/research/policy-briefs/learning-houstons-townhouse-reforms

19

https://www.growsmartri.org/training/Place%20Making%20with%20Form%20Based%20Code%20Article
%20-%20Urban%20Land%202006.pdf
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Tysons Corner are dedicated low-income housing due to Fairfax County’s pioneering Affordable

Housing Dwelling Unit ordinance.

WhileWinchester should not strive to emulate Tysons Corner’s extreme growth, the City can still

learn key lessons from its success.

Additionally,Winchester may consider creating a zoning overlay district dedicated to affordable

housing to pair with targeted rezoning in commercial districts. An affordable housing overlay

zoning district wouldmean that if a developer proposed a project within the overlay zone, the

project would be awarded additional incentives if the units met a specified affordability threshold.

These incentives could include automatic waiver of permitting fees, expedited administrative

approvals, and possibly greater density bonuses within the overlay boundary. The large density

bonuses given to affordable set-asides in PUD districts could be used as a template.

The City should allow 100% affordable developments by-right within the overlay, which is

recommended to incentivize both a greater number of units and affordability of the units

developed, as well as cut down on the potential administrative burden of processing fee waivers or

expediting permits.

Affordable Housing Overlays (Albemarle and Fauquier County, Virginia)

Very few localities in Virginia have considered the creation of affordable housing overlays. Fewer

have implemented them. Zoning overlays are enabled through Virginia’s general zoning enabling

statute.24One purpose of zoning given by the Code of Virginia is “...to promote the creation and

preservation of affordable housing suitable for meeting the current and future needs of the

locality as well as a reasonable proportion of the current and future needs of the planning district

within which the locality is situated…”25 This enables the creation of the affordable housing zoning

overlay.

The creation of an affordable housing overlay allows for the jurisdiction to reward affordable

development with density bonuses and other incentives. Incentives for affordable development

would be enabled through the same law that allows Affordable Housing Dwelling Unit

ordinances.26However, unlike an AHDU ordinance, the overlay would not apply to the entire

locality; instead, it would target specific areas for increased density and affordability.

Albemarle County, Virginia has contemplated the use of an affordable housing overlay, awarding

large density bonuses to affordable projects in their urban ring and allowing them by right,

26 https://law.lis.virginia.gov/vacode/title15.2/chapter22/section15.2-2305.1/

25 https://law.lis.virginia.gov/vacode/title15.2/chapter22/section15.2-2283/

24 https://law.lis.virginia.gov/vacode/title15.2/chapter22/section15.2-2280/
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bypassing the entitlement process.27 Per an interviewwith Stacy Pethia, Albemarle County’s

Assistant Director of Housing, the affordable housing overlay was viewed favorably by local

developers, but was not approved by the County committee it was reviewed by.

Pethia stated that the overlay proposed in Albemarle was enabled through a lawwhich allows the

creation of local housing rehabilitation zones.28 This law, which operates outside of the AHDU

legislation, grants localities the power to pass an ordinance to establish a “housing rehabilitation

zone” which provides incentives or regulatory flexibility within the zone. This legislation does

require the projects to be “economically mixed,” with no less than 20% of units to be occupied by

low- tomoderate-income households.29 Pethia and the Albemarle County Attorney saw this

legislation as a way to operate the affordable housing overlay outside of the bounds of Virginia’s

inclusionary zoning legislation, as Albemarle County has not yet implementedmandatory AHDU

programming.

Fauquier County30 does have an affordable housing overlay ordinance that was adoptedmany

years ago, but it is rarely, if ever, used.31An interviewwith Adam Shellenberger, a planner for

Fauquier County, outlined the limitations of the ordinance, which is easy to circumvent for

developers who do not feel prepared to develop or operate affordable units. Shellenberger

recommended rewriting the overlay to bemore inclusive of housing types that developers wanted

to build in Fauquier. This challenge demonstrates the need for expanded economic capacity for

housing development, which upzoning would address.

An affordable housing overlaymay be considered on its own as an alternative to broader zoning

changes, or in partnership with the City’s proposedNeighborhoodDesign Districts. Ideally, this

would allow additional units in developments with affordable housing components, and could be

utilized in residential neighborhoods. However, solutions such as affordable housing overlays and

AHDU ordinances work best when there is existingmarket capacity for multi-family development.

Zoning for smart growthwould help create this capacity.

Attempting to upzone existing lower-density residential districts may seem desirable, but the

potential for opposition by owners of high-value single-family homes is likely. HDAdvisors

considered this policy option, but as evidenced by the recent oppositions to Arlington’sMissing

Middle plan andWinchester’s own Accessory Dwelling Unit proposal, political conditions are not

favorable for such zoning changes at present.

31 July 12, 2023. Interviewwith Adam Shellenburger, Planner in Fauquier County.

30 https://www.fauquiercounty.gov/home/showpublisheddocument/606/637100183705330000

29 https://law.lis.virginia.gov/vacode/36-55.30:2/

28 https://law.lis.virginia.gov/vacode/title36/chapter1.5/section36-55.64/.

27 July 10, 2023. Interviewwith Stacy Pethia, Albemarle County Assistant Director of Housing.
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TheMissingMiddle plan in Arlington did ultimately gain approval, but facedmany roadblocks, and

would not have survived the opposition without the work of steadfast pro-density advocates.32As

well, the benefit provided by upzoning single-family residential districts inWinchester would be

limited compared to rezoning in commercial districts due to the lack of adjacent vacant parcels.

ShouldWinchester pursue increased residential upzonings in the future, the City should recruit

and engage residents in pro-density education and advocacy now to lay the groundwork for any

future changes. This pro-density campaign should focus on keepingWinchester affordable,

unique, and economically independent. Emphasis should be placed on the idea that increasing

density is part of a strategy tomakeWinchester a strong town, independent from theWashington

metro area. This may help constituents accept the commercial upzoning proposals as well.

Legal, Financial, and Organizational Capacity

● Legal Capacity:No legal barriers exist to rezoning. The affordable overlay also has no legal
barriers as it is permissible under the existing AHDU enabling legislation, and other zoning

enabling legislation depending on the incentives desired. The legislative process to amend

the zoning codemay take some time.

● Financial Capacity: These programswould require small, upfront costs related to technical
implementation of the zoning changes andmarketing of the changes to the development

community. The City may incur the loss of revenue associated with waived development

fees, which are an optional incentive under the affordable overlay. It’s likely that this loss of

revenuewould be offset by increased real estate tax incurred from the new housing

development. Funding required for the upfront implementation costs of these policies

could likely come from the City ofWinchester’s general operating budget. The City may

consider eventually hiring one full time employee specifically dedicated to housing.

● Organizational Capacity:Once implemented, planning staff would oversee the programs,
similar to other zoning-related approvals. City staff would conduct periodic oversight of

the creation andmaintenance of the affordable units in the overlay zones, through code

enforcement and likely in the form of requiring annual reporting from developers.

Reporting should be as low-barrier as possible for developers and project managers to

demonstrate to planning staff that they can income-qualify apartments and are committed

to a period of affordability for the units through the use of LIHTC or deed restrictions.

Based on the Community Development department’s current workload, direction, and

opportunity for growth, the organization should consider hiring one staff member

dedicated to housing, who can focus on these zoning efforts and others identified in other

briefs.

32

https://www.arlnow.com/2023/07/06/new-more-than-a-dozen-missing-middle-permit-applications-are-in-
the-works-so-far/Missingmiddle has 12 applications for permits in their program.
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Implementation Plan and Responsible Parties and Roles

Immediate:

● Identify focus areas and their current zoning districts.

○ Responsible parties: Community development staff, planning staff.

● Engage consultants including zoning attorneys and housing policy analysts. Possibly a good

time to partner with Frederick County and other localities to engagewith the Virginia

Zoning Atlas for more comparative analysis.

○ Responsible parties: Community development staff, planning staff.

● Begin analysis of commercial zoning, comparing what housing is allowed under current

conditions andwhat could be allowed under rezoning conditions.

○ Responsible parties: community development staff, planning staff, consultants.

Short-term:

● Develop 3 to 4 possible rezoning scenarios. Compare possible outcomes against the

projected need for new housing units.

○ Responsible parties: Community development staff, planning staff, consultants.

● Begin evaluating incentives that could be granted using affordable housing overlay zones

under the affordable housing dwelling unit and/or rehabilitation zone enabling legislation.

○ Responsible parties: community development staff, consultants.

● Present initial findings to Planning Commission and other relevant bodies; engage the

public as needed on a limited basis. Begin refining the rezoning scenarios and affordable

incentives based on feedback from the planning commission and others.

○ Responsible parties: community development staff, planning staff.

Long-term:

● Begin drafting the rezoning, affordable overlay, and AHDU ordinances together.While

designing the AHDU program, reserve some of the incentives allowed by the enabling

legislation for special affordable overlay zones. Also consider allowing the bypass of the

entitlement process altogether for projects in overlay zones that meet affordability

criteria.

○ Responsible parties: community development staff, planning staff, consultants.

● Finalize the upzoning proposal. Introduce it to city council alongside the AHDU and

affordable overlay ordinances.

○ Responsible parties: community development staff, planning staff, consultants,

councilmembers.
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Metrics to Evaluate Success and Projected Impacts

● Number of housing units and density per acre developed and change over time.

● Number of units developed for households 60%AMI and below in overlay vs. non-overlay

districts.

● Number and area of lots made available for housing development.

● Mix of incomes and uses in new developments.
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Affordable Housing Dwelling Unit
(AHDU) Program
Citywide Incentives for Mixed-Income Developments

Policy Framework

AnAffordable Housing Dwelling Unit program, commonly called Inclusionary Housing or

Inclusionary Zoning, can be a powerful and low-cost tool for localities to influence the creation of

dedicated affordable housing. AHDU ordinances, enabled by Virginia law, allow a zoning code to

award incentives to housing developments that set aside a portion of their units for low-income

households. These incentives most often take the form of density bonuses: in exchange for an

affordable set-aside, a developer is granted the right to build additional market-rate units to

subsidize the cost of the affordable units. Other incentives can include fee waivers, reduced

development standards, and expedited administrative approvals.

HDAdvisors consulted with housing policy experts both in private organizations and local

governments, as well as researching successful Inclusionary Zoning programs in Virginia and other

states.33 Inclusionary Zoning has been implemented in several localities in Virginia already,

creating significant amounts of affordable housing in places like Alexandria and Fairfax County.

However, state law presents a challenge to the effectiveness of inclusionary zoning outside of

Alexandria, Fairfax, Loudoun, Charlottesville, and Albemarle.

Inclusionary housing programs are sometimes criticized for not producing asmany affordable

units as other programs. A 2021 study found that on average, inclusionary programs produce 21

affordable units per year. However, the same study also found that 125 of 383 programs

surveyed had produced no units at all, bringing this average down significantly.34 It is important

to design the AHDU program forWinchester carefully, in conjunction with policies that will

increase the economic capacity for housing development, as is described in the Zoning for

Density brief.35

The “Big Six” localities are given broad-reaching powers to design their own “mandatory” AHDU

ordinances, requiring affordable set-asides even in projects that conform to the existing zoning. All

other localities are subject to a different section of state law36which only allows incentives to be

36 https://law.lis.virginia.gov/vacode/title15.2/chapter22/section15.2-2305.1/

35 https://www.lincolninst.edu/sites/default/files/pubfiles/inclusionary-housing-policy-brief.pdf

34 https://www.tandfonline.com/doi/full/10.1080/02673037.2021.1929863

33 Interviews included Emily Hamilton, PhD, of theMercatus Center, and Stacy Pethia, PhD, Assistant
Director of Housing for Albemarle County. Research reviewed is linked in footnotes.
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offered as an option for developers who voluntarily choose to include affordable set-asides.
Studies have found that mandatory inclusionary programs aremore effective at producing

housing; however, voluntary programs can be effective as well, provided that participation is

attractively incentivized.37

It is recommended that the City pursue an ordinance creating the AHDU program, as described in the §
15.2-2305.1 enabling legislation, and should grant all possible incentives and density bonuses to
developments which set aside affordable units voluntarily, or as required by a special exception or
rezoning process.

This enabling legislation prescribes strict guidelines for voluntary AHDU ordinances, including the

size of density bonuses and their required set-asides. Localities are still permitted to require

affordable set-asides in the case of an application for a Conditional Use Permit, Planned Unit

Development, rezoning, variance, or other special exception. In these cases, the same density

bonuses would be awarded. Under this policy, localities may set prices for affordable units and

require that they remain affordable for 15 to 50 years.

The Origins of Inclusionary Zoning

In the late 1960s and early 1970s, housing challenges were emerging for all major cities in the U.S.,

andWashington, D.C. was no exception.While the District itself did what it could, it was up to the

surrounding suburban counties to absorb the brunt of the large increase in housing demand that

was occurring. This led housing costs in many places to skyrocket as supply struggled to keep up.

In bothMontgomery County, Maryland and Fairfax County, Virginia, a solution emerged in the

form of the first Inclusionary Zoning ordinances. These ordinances required any housing

developments above a certain threshold to set aside a portion of units dedicated for affordable

housing.

The first legal challenges of the ordinances came from developers who argued that the reduced

rents of the affordable units constituted an illegal taking. In response, the lawswere amended to

include density bonuses for developers in exchange for the affordable set-asides. This amended

ordinance ultimately created the template for all future inclusionary zoning ordinances, which

have now been adopted in over 400 communities across the country.

Montgomery County’s inclusionary program createdmore than 13,000 affordable units, and

Fairfax County’s created almost 3,000 between 1974 and 2011.38

38 https://housingforwardva.org/wp-content/uploads/2018/08/HV_Inclusionary_FINAL-8.3.2018.pdf

37 https://ihiusa.org/wp-content/uploads/Seperating-Fact-from-Fiction.pdf
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While affordable set-asides usually come from rental developments, plenty of inclusionary

programs in Virginia and other states do also accept for-sale set-asides.With respect to

Winchester’s goal of creating affordable homeownership opportunities, it would be beneficial to

partner with a Community Land Trust, such as the Virginia Statewide Community Land Trust to

manage for-sale units, as well as tomake those units permanently affordable (see the brief on

Community Land Trusts). This strategy has been employed notably in Burlington, Vermont and

Chapel Hill, North Carolina.39

Some AHDU programs outside Virginia (such asWashington, D.C.) use centralized intake systems

for residents interested in set-aside units, referred to as the “Inclusionary Housing” program. In

these cases, a department, authority, or designee of the locality processes resident applications

and pairs themwith available apartments when the resident is income qualified. This is permitted

in Virginia, however all current AHDU programs in the state allow developers and property

managers to operate their own intake processes, reporting back to the locality for compliance.

Thus, an AHDU program does require some increased local government capacity to implement

and operate the program. As a future goal, it would be prudent for the Community Development

department to hire a full time staff person dedicated to housing tomanage developer applications,

as well as affordability compliance.

The Housing Coalition of the Northern Shenandoah Valley and Virginia First Cities should

continue assisting the City ofWinchester in pursuit of being added to the list of localities given

broader AHDU ordinance power by the General Assembly. This will not deliver results as quickly,

andmay notmake it into state law at all, but it is worth doing asWinchester continues to grow.

This should be considered a future goal to be accomplished after developing the initial AHDU

program.

ANote onHousing Trust Funds
The enabling legislation for AHDU programs allows localities to accept cash contributions in lieu

of affordable unit set-asides. These contributionsmust be awardedwith similar density

bonuses, and the contributionsmust be put into a local Housing Trust Fund.

The policy brief on Funding Affordable Housing does not ultimately recommend that the City of

Winchester establish a Housing Trust Fund at present, and so these in-lieu contributions could

not be acceptedwhen the AHDU program is first implemented. However, as the City continues

to grow, it should continue to explore establishing a Housing Trust Fund in conjunction with

pursuing greater AHDU ordinance authority from the General Assembly.

39

https://inclusionaryhousing.org/making-it-work/admin/staffing-and-outsourcing-options/community-land-t
rust/
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Legal, Financial, and Organizational Capacity

● Legal Capacity: The legal basis for AHDU programs outside the “Big Six” is provided by

Virginia Code § 15.2-2305.1. The City Attorney should be engaged throughout the

program design and implementation phases to ensure the program remains within the

boundaries of the law.

● Organizational Capacity: The organizational capacity to immediately operate a
full-fledged AHDU programmay not exist at present. Initial developer applicationsmay be

processed by existing staff, but as the number of applications increase and if it becomes

necessary to income-qualify residents internally, more staffing capacity will be needed to

administer the program properly. However, studies have shown that inclusionary programs

typically do not require large staffing increases, and benefit from economies of scale as

they grow.40 This growth should be planned for in the program design phase. A full time

housing-dedicated staff person should be considered tomanage the responsibilities of the

proposed tasks in these briefs, as well as tomanage ongoing affordability compliance.

● Financial Capacity: Financial capacity is not immediately a challenge, but will become
important as organizational capacity needs increase. The City should evaluate the

potential costs alignedwith fee waivers for affordable development, as well as the staff

costs for expediting permits. Creation of an affordable housing trust fund aided by optional

in-lieu contributions under the AHDU ordinance could aid with financial needs for the

program in the far future.

Implementation Plan with Responsible Parties and Roles

Immediate:

● Engage a zoning attorney and other housing policy analysts to begin designing ordinance in

accordance with Virginia code.Much of the ordinance can be taken directly from the code,

which prescribes density bonuses and other requirements.

○ Responsible parties: consultants, community development staff, City attorney

● Begin analysis of city staff capacity to determine where capacity exists to start an AHDU

program andwhere capacity would need to be built.

○ Responsible parties: consultants, community development staff.

● Begin discussions with the real estate development community onwhatmix of benefits

would be needed to result in the desired quantity and type of affordable housing. Develop

a working group of developers to review proposed incentives for the AHDU program.

Incentives in the general AHDU program should be sufficient to offset the costs of the

set-aside units. As well, the working group should consider whether to offer multiple

participation or compliance options, such as off-site set-asides.41

41 https://ihiusa.org/wp-content/uploads/Seperating-Fact-from-Fiction.pdf

40 https://inclusionaryhousing.org/making-it-work/admin/staffing-and-outsourcing-options/
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○ Responsible parties: Housing Coalitionmembers, consultants, community

development staff, development community.

Short-term:

● Begin drafting AHDU ordinance. Concurrently draft the affordable overlay ordinance

(described in Zoning for Density brief), granting additional incentives such as fee waivers,

reductions in development standards, expedited permitting, and administrative approval

of SUPs/rezonings/etc.

○ Responsible parties: attorney, community development staff, consultants.

● Design organizational structure of AHDU program. Determine what city

department/authority/designee will be responsible for processing developer applications

andwhether the city will be responsible for intake/income verification of residents.

Develop a startup budget for staffing the program.

○ Responsible parties: community development staff, consultants, real estate

developers.

Long-term:

● Introduce AHDU ordinance, affordable overlay ordinance, any other necessary ordinances

to city council. Likely will be referred to the land use committee and/or the planning

commission in advance of city council review and approval.

○ Responsible parties: community development staff, councilmembers.

● Establish a website for the AHDU programwith sections for developers and for residents.

Also establish phone, email, other contact options for interested residents.

○ Responsible parties: community development staff and/or other AHDU program

staff.

● Educate zoning and planning office staff on the intricacies of the AHDU program and

outline administrative processes to initiate expeditions or fee waivers. Ensure the

development community is well-informed about the program and that the guidelines are

clear and predictable.42

○ Responsible parties: Housing Coalitionmembers, community development staff.

Metrics to evaluate success and Projected Impacts

● Number of affordable units created.

○ Successful AHDU programs in Northern Virginia have created hundreds of

dedicated affordable rental units. AssumingWinchester’s housingmarket

continues to heat up and the population continues growing, impact could be on a

similar scale.

● Number of market-rate units created through density bonuses. Additional market rate

units help relievemarket pressure on lower-market-rate units.

● Speed at which units are developed, as a result of incentives provided to developers.

● Number of developer applications or permits.

42 https://ihiusa.org/wp-content/uploads/Seperating-Fact-from-Fiction.pdf
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Community Land Trusts
Affordable Homeownership and Owner-Occupied
Rehabilitation

Policy Framework

What is a Community Land Trust (CLT)?
ACommunity Land Trust (CLT) is an affordable housing programmodel that separates the

ownership of a house and the land beneath it for the benefit of low-income homebuyers,

maintaining the affordability of the homes in perpetuity. CLTs are often non-profit organizations,

but can also operate with a semi-governmental structure.43Most often CLTs support

homeownershipmodels, but they can also be utilized for rentals.44

CLTs promote long-term housing affordability through the use of a ground lease, a renewable

99-year contract between the CLT and homeowner. The homeowner buys their home, leases the

land from the CLT for a nominal yearly fee, and agrees to the restrictions of the contract.

This ground lease structure keeps homes affordable for future generations by restricting the

home’s price at the time of resale, using a special formula (the resale formula) to determine the

home’s value over time. Deed restrictions or covenants are commonways tomaintain affordability

for renters or buyers, but suchmeasures tend to expire and are difficult to enforce. Typically this

means that a traditionally subsidized home only serves one household before the home converts

back tomarket pricing, while a CLT home can servemultiple families over timewith one initial

subsidy.

A core component of all CLTs is the practice of “stewardship.” Stewardship is a commitment by the

CLT to protect affordability, prevent loss andmitigate risk, share wealth with the community, and

promote goodmaintenance and community-building.45 Stewardship looks different in practice for

each CLT, but can be understood as amix of policy and programming from the homeownership

program itself to themethods of outreach the CLT uses. Being a good steward is a core tenant

from origins of community land trusts in the civil rights era in the United States.46 Stewardship

46 https://www.newcommunitiesinc.com/new-communities.html

45 https://groundedsolutions.org/stewardship-standards

44 43% of shared-equity programs operate rentals. https://go.lincolninst.edu/Wang_WP23RW1.pdf

43 https://www.communityhousingpartners.org/homeownership/new-river-home-trust/. NewRiver Home
Trust in Blacksburg, Virginia operates under a semi-governmental structure while housedwith the
Community Housing Partners. More information about City-CLT partnerships can be found here:
https://www.lincolninst.edu/publications/policy-focus-reports/city-clt-partnership
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calls to the heart of themodel: serving homeowners, maintaining stability, and building community

well into the future.

Using the example of The City of Lakes Community Land Trust inMinneapolis, Minnesota47 to

rehabilitate substandard housing, a CLT could practice good stewardship with renters or owners

through owner-occupied rehabilitation or lease-to-own homeownership structures.

The City of Lakes CLT Prevents Displacement48 (Minneapolis, Minnesota)

The City of Lakes CLT acquired four single family homes and a duplex through forced sale from a

neglectful landlord, whose license to rent inMinneapolis had been revoked due the poor quality of

their units and high eviction rates. After tenant organizers successfully appealed to the City, the

CLTwas able to purchase the properties through the use of grants and low interest loans, and

planned to renovate the properties with these funds.

Upon CLCLT’s purchase of the land and the improvements, the CLCLT had the renters sign

contracts for deeds of trust. This allowed the renters to effectively become homeowners prior to

the renovations, and allowed CLCLT to start the stewardship process immediately. CLCLT

prepared the renters to becomemortgage-ready during the renovation process. The CLCLT

renter-to-buyer model ensured that the properties were placed into the CLTwithout displacing

the current residents, and allowed future low-income homebuyers to access the affordability of

the units through the ground lease.

Virginia’s municipalities do not have the authority to require landlords to register to rent their

properties asMinneapolis does,49 nor domunicipalities have the jurisdiction to take property

based on recurrent violations of property owners.While these are worthy strategies to pursue to

reduce eviction and improve rental quality, as Virginia is a Dillon’s Rule state, Virginia

municipalities must seek state legislative authorization before implementing these strategies.

While an exact replica of this program is not currently possible,50 portions of the CLCLT

owner-occupied rehabilitation are possible inWinchester with partner CLTs.

If an owner-occupied rehabilitation is not possible, rent-to-own rehabilitation projects with a CLT

could also allow renters to savemore for downpayment and become credit-ready for amortgage

while the rehab goes on.

Who benefits from the CLTmodel?

50 § 55.1-1200: Virginia Residential Landlord and Tenant Act.

49Minnesota is a partial Home Rule state, and certain localities likeMinneapolis are able to enact legislation
they deem necessary without explicit authorization from state legislature.

48 https://www.clclt.org/

47 https://www.clclt.org/_files/ugd/03b41d_a513d4b5af5d41bf8907c4234f0458f6.pdf
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Themajority of CLT homeowners are first-time buyers, and stay in their homes for extended

periods of time. Eighty-seven percent of the 9,650 “shared-equity” households in the United

States are first time homebuyers.51 Furthermore, the average annual move rate for CLT

homeowners is only 2.6%, comparedwith the 14% average American households that move

annually.52

Overall, 74% of CLT homeowners stay in their CLT home for at least 6 years. After that, if they do

move, themajority of CLT sellers purchase a new home on the openmarket, accessing amedian

$14,000 in equity for their next purchase.53Aswell, CLT homeowners aremore likely to stay in

their communities for longer.

Maggie Walker Community Land Trust (MWCLT) (Richmond, Virginia)

MaggieWalker CLT54 is based in Richmond, Virginia, andwas incorporated in 2015.MWCLT now

serves the city of Richmond, as well as Henrico and Chesterfield counties, and has nearly 90

homeowners in the region.55

MWCLT seeks to serve lower-income households historically excluded from homeownership

opportunities, such as households headed by single women of color, by reducing barriers in

accessing homeownership. MWCLT is committed to strengthening its programs to directly

address racial inequities in homeownership. In 2019when race and ethnicity was disclosed by

buyers, 29% of buyers identified as a Black, Indigenous, or PersonOf Color (BIPOC), and as of

2022, 48% ofMWCLT’s buyers identified as BIPOC.

MWCLT started its work in the Church Hill neighborhood in the East End of Richmond. Church Hill

is one of the oldest andmost historic neighborhoods in Richmond, experiencing great

demographic change as amajority Black neighborhood over the last twenty years. More recently,

Church Hill has experienced one of the highest rates of gentrification and losses of affordable

housing by Black households in the City sinceMWCLT’s founding. MWCLT serves this community

by selling high quality, newly constructed homes to buyers with household incomes at 50% of AMI

and below for less than 50% of the price of market-rate homes in the neighborhood.

55 Interviewwith LarkWashington,MWCLT, Chief Operating Officer, August 10, 2023.

54HDAdvisors helped found and currently administers and helps staff theMaggieWalker Community Land
Trust and has extensive knowledge of its ongoing operations and administration.

53 The equity gained is the difference in the sales value of the home from themortgage owed, plus the value
of the principal payments made over time.
https://www.lincolninst.edu/publications/working-papers/tracking-growth-evaluating-performance-shared
-equity-homeownership

52https://www.lincolninst.edu/publications/working-papers/tracking-growth-evaluating-performance-share
d-equity-homeownership

51 This data comes from 104 organizations that offer “shared-equity” housing programming in the U.S. and
responded to the survey reported on through this report. https://go.lincolninst.edu/Wang_WP23RW1.pdf
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As of 2023,MWCLT has placed 15 homes in the CLT in Church Hill,56 offering stabilizing factors to

the neighborhoodwith the CLT’s permanent affordability model, preventing further displacement

in the neighborhood.MWCLT continues to work to increase their Black homebuyer rate from

nearly 50% to 75% to continue combating gentrification and themarket forces pushing against

housing affordability and racial inclusivity in homeownership outcomes.

AWinchester Case Study:
ACLT can increase affordable homeownership options and reduce barriers for access to

homeownership for low-income residents, while also promoting the rehabilitation of poor quality

units and increasing racial equity in homeownership. For many CLTs, protecting affordability and

preventing displacement while providing for wealth generation through homeownership is a huge

benefit to using themodel.

ForWinchester, the northeast corner of the city has two census tracts (1.02 and 1.01) that have

been designated as “Qualified Census Tracts” for low income housing tax credits (LIHTC), meaning

that 50% of the households in the tract are households at 60% or less than the AreaMedian

Income (AMI).57Additionally, this is a racially diverse sector ofWinchester.58

Oneway to evaluate housing quality is using “energy burden.” Energy burden is a measure of the

percentage of household income spent towards energy costs, like electricity or gas. The energy

burden of households inWinchester’s northeast corner is 4% in census tract 1.02 and 3% in 1.01,

comparedwith an overall 2% energy burden for the City as a whole.59Based on these indicators,

this area ofWinchester in particular could benefit from home rehabilitation and the affordability

provided by a CLT.

The Community Land Trust (CLT) model is recommended forWinchester to: 1) rehabilitate substandard
and underutilized housing units, 2) increase the affordability of homeownership units for low-income
households, and 3) reduce displacement of local low-income renters and owners.

Winchester can endeavor to start its own CLT, but that is not recommended at this time due to the

substantial staffing and funding required to administer and operate one. There is a statewide CLT

already in operation in the Commonwealth thatWinchester could utilize.

59 https://www.energy.gov/scep/slsc/lead-tool - LEAD tool, US Department of Energy.

58Demographics shared through the USDepartment of Energy, LEAD Tool, via the U.S. Census: MFI in this
area ranges from $43,992 in Census Tract 1.02 to $71,680 in Census Tract 1.01. Census Tract 1.01is made
up of 5%Black/African American, 1%Asian, 25%White, Hispanic or Latino, 53%White, non-hispanic or
Latino, 14%who identify as two ormore races, and 3% that identify as another race households. Census
Tract 1.02 is made up of 23%Black/African American, 2%Asian, 22%White, Hispanic or Latino, 41%White,
non-hispanic or Latino, 6%who identify as two ormore races, and 7% that identify as another race
households.

57 https://www.huduser.gov/portal/sadda/sadda_qct.html

56 Interviewwith EricMai, MWCLT, Director of Acquisition, August 10, 2023.
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The Virginia Statewide Community Land Trust (VSCLT) is a non-profit organization established to

implement permanently affordable CLT housing throughout the state using partnerships and

collaboration with other developers, like Habitat for Humanity affiliates.60After one year in

operation, VSCLT has 5 homeowners in Fauquier and Loudoun County, with a pipeline of 7

additional homes slated for Fauquier, Loudoun, and Fairfax Counties for the 2024 fiscal year.

Utilizing the Virginia Statewide Community Land Trust (VSCLT)

VSCLT is a unique CLT in that it operates statewide instead of in a particular region, city, or

neighborhood. VSCLT acts as a technical and administrative arm for developers to achieve

permanent affordability, and currently partners with Habitat for Humanity affiliates to develop

homes and recruit homeowners. VSCLT amplifies the affordability of Habitat homes by placing the

land into the CLT for permanent affordability and post-purchase stewardship support.

This work includes ensuring the viability and legal recognition of the ground lease61 and that the

CLT or its partners have a right of first refusal at the time of sale. The Habitat affiliates that place

units in the VSCLT are offered a right of first refusal at the time of sale to ensure the continued

ability to serve Habitat families.

VSCLT is not currently a developer and instead establishes partnerships with developers to

construct homes and identify low-income buyers. Many CLTs, in fact, never become their own

developer and instead rely on partnerships to develop or construct homes. This allows CLTs to

focus on stewardship for the homeowners and communities they serve.62

At closing, the developer concurrently donates or sells the land (without the improvements) to the

VSCLT for $1, while selling the home (the improvement without the land) to the Habitat buyer.

Developers pay a $3,000 per unit “Developer Fee” to VSCLT to cover the cost of administering

closings and ongoing stewardship efforts.

VSCLT hopes to expand its work to collaborate with local government entities. VSCLTwould use

its expertise as a statewide collaborator to support the rehabilitation of substandard housing in

Winchester, in addition to following its original model of partnering with existing developers to

create permanently affordable homeownership.

62 Interviewwith JasonWebb, Principal in Community and Technical Assistance with Grounded Solutions
Network, August 14, 2023

61 The ground lease filed at closing is howVirginia legally recognizes the CLTmodel and the value of the
properties in CLTs.

60HDAdvisors is currently contracted to staff and operate VSCLT, and is familiar with its business
plan and capacities.
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Howwould VSCLT operate inWinchester?
VSCLTwould partner with existing developers inWinchester to place new homes into the CLT.

This process would not call forWinchester government intervention, nor would it involve any

action fromCity Council or the planning office, as VSCLT is already an operating non-profit. The

CLTwould partner directly with developers to ensure the permanent affordability of the units

developed.

However,Winchester’s support in incentivizing CLT participation would promote the speedy

development and placement of permanently affordable units into the CLT. Per the policies outlined

in other briefs,Winchester could support the development of CLT properties in the following

ways:

1. Devoting funding to VSCLT and partner developers63 through the use of grant funds,

CDBG, tax rebate grants, weatherization dollars, or GO bonds,

2. Recommending the use of VSCLT in the affordable housing overlay zones, and

3. Recommending VSCLT as a partner that AHDU developers can use to achieve their

affordable unit requirements for density bonuses or other incentives.

Furthermore, VSCLT could assistWinchester with the rehabilitation and ongoingmaintenance of

occupied substandard properties. VSCLTwouldmake agreements between the homeowner and

VSCLT to rehab the homewhile owner-occupied. Based on examples fromChicago,64Winchester

could devote funding to homeswho choose to operate in accordance with VSCLT and rehabilitate

their homes.

The Housing Coalition of the Northern Shenandoah Valley could also become important to the

operation of VSCLT inWinchester. The Housing Coalition could take on the role of coordinating its

variousmember organizations and VSCLT tomore effectively and efficiently develop CLT housing

inWinchester.

Owner-Occupied Rehabilitation in the Windy City (Chicago, Illinois)

JasonWebb, Principal in Community and Technical Assistance with the Grounded Solutions

Network, a non-profit membership organization of CLTs operating in the United States, shared

that the City of Chicago did a pilot rehabilitation program in partnership with their local CLT in

2018.65 The city allotted approximately $40,000 per house andmarketed the program towilling

low-income homeowners. The funding could be utilized for home rehabilitation (upgrades or

otherwise) or paying back taxes in the case of tax delinquencies or risk of facing a short sale.

65 Interviewwith JasonWebb, Principal in Community and Technical Assistance with Grounded Solutions
Network, August 14, 2023.

64 Interviewwith JasonWebb, Principal in Community and Technical Assistance with Grounded Solutions
Network, August 14, 2023.

63 This action would likely involve a council ordinance to reallocate CDBG funding or to provide bonds to
VSCLT or its developer partners.
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Homeowners applied with the city for the funds, and then the City paired the owners with the CLT

to evaluate and complete the construction needs and costs for each home. This process allowed

homeowners to access other funding, for example if they neededweatherization funds for grab

bars or ramps.

Ultimately, the pilot practitioners realized very quickly that the allocation of $40,000 per unit was

not enough for the scale of need of the homeowners. The funding was quickly depleted. Many

homeowners applied with intentions tomake a capital improvement on their home, but upon

inspection realized lead or asbestos abatement or even complete rewiring was required. This was

a snowball effect that used up the funds quickly.66 In addition to this program being piloted during

a period of rising cost of living and construction costs, the pandemic also impacted the funding

stream.

Chicago is still committed to the pilot andwill be enacting a rehab CLT pilot 2.0 following the rising

inflation, interest, and construction rates of the pandemic.67Despite the need for more funding,

Webb shared that homeowners overall were still appreciative of the program, more than they

were apprehensive about it. The rehabs that were accomplishedwere able to transform

properties into shared-equity housing, with the CLT receiving a right of first refusal at the time of

the sale of the property. This means that as a result homeowners were able to stay in their homes

and still realize the potential equity gained from the improvements made through the agreement

madewith the CLT. The CLTwas also able to ensure the permanent affordability of the property

through the rehabilitation and following stewardship of the properties. Thus far, none of the

participating pilot homeowners have sold their homes andWebb reported that homeowners were

excited about the potential to stay in their homes long term, promoting permanently affordable

and stable homeownership options to them.

Following Chicago’s pilot model,Winchester would develop a pipeline of potential residential

properties and fund the cost of the purchase and rehabilitation for each property. This pipeline can

include tax-delinquent properties at risk of foreclosure and a list of substandard owner-occupied

housing units. Rehabilitated properties would fall under VSCLT’s stewardship andwould remain

permanently affordable for the current owners and future buyers at resale.

While we know that $40,000 per property was not enough for the demand for rehabs in Chicago,

there is still utility in operating a pilot scaled toWinchester’s needs. Any up-front grants or loans

received for construction ultimately helps subsidize the home further and promote affordability

into the future. In a nationwide survey of “shared-equity” housingmodel programs (73

respondents), researchers outlined that at the time of resale, CLT programs re-invested an average

67 Interviewwith JasonWebb, Principal in Community and Technical Assistance with Grounded Solutions
Network, August 14, 2023.

66 Interviewwith JasonWebb, Principal in Community and Technical Assistance with Grounded Solutions
Network, August 14, 2023.
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amount of $15,400 into units that needed to be rehabbed. This offers a benchmark for the

potential cost of VSCLT rehabilitation costs inWinchester, and could be used as a starting point to

pilot their own CLT-rehab program. These funds could come fromWinchester in the form of CDBG

funds or tax rebate grants.

Additionally the City ofWinchester already operates an owner-rehabilitation tax abatement

program, as identified in their comprehensive plan, that VSCLT could take advantage of:

“...Property owners can receive a 10-year tax abatement on the increased value related to

rehabilitation or, in the case of demolition, receive up to $5,000 of demolition value abated

for a 10-year period along with reimbursement of building and demolition permit fees.”

(Winchester Comprehensive Plan)

VSCLTwould identify low-income property owners through the pipeline developedwith

Winchester andwork with the owners to place the homes in the CLT; then VSCLT and its partners

would rehab the home and take advantage of the tax abatement to reduce the costs of maintaining

the home in the CLT and reduce tax burden for the homeowner. Additional tax exemption could be

utilized through a recent 2023 City Council authorization that allows tax exemption for

rehabilitation completed within historic districts inWinchester.68

Legal, Financial, and Organizational Capacity

● Legal Capacity - No legal barriers exist to operating a CLT in Virginia. The City would be
able to refer developers to VSCLTwith no legal barriers, as the City would not need to pass

an ordinance tomake recommendations to business entities. To fund VSCLT’s operations

or provide incentives to VSCLT,Winchester would likely need to pass ordinances or

resolutions to ensure the proper flow of funding. Any incentives granted to developers for

CLT set-aside units would be permissible under a potential AHDU program.

● Financial Capacity - The VSCLTwould engage directly with developers. Financial
incentives provided byWinchester to VSCLTwould encourage VSCLT development and

promote implementation of these efforts. Staff capacity would also be spent towards

developing relationships with VSCLT and coordinating relationships with the developers.

● Organizational Capacity -Community Development department would be taskedwith
managingmany aspects of the relationships described in this brief. The Housing Coalition

could also assist with themanagement of these relationships.WereWinchester able to

allocate funding to rehabilitation with the CLTmodel, it is recommended that a full time

staff person from the planning department be dedicated to the administration of the

program, especially with the requirements outlined by the policies in other briefs. The

implementation plan outlines the timing needed to increase the capacity of both

Community Development and VSCLT to accomplish what’s proposed. As VSCLT is not

currently a developer, and already utilizes a partnershipmodel, it would develop

68 https://library.municode.com/va/winchester/ordinances/code_of_ordinances?nodeId=1226027
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relationships with developers through the Housing Coalition to develop homes, place

homeowners, and do the rehabilitation.

Implementation Plan with Role and Responsibilities

Immediate:

● City develops a relationship with the VSCLT and recommends that developers work with

the VSCLT for new construction projects.

○ Community Development Department: refers Developers to VSCLT

○ Housing Coalition: coordinates with developers to start relationships with VSCLT.

○ VSCLT: works with developers to place homes into the CLT and coordinates closing

and post-purchase support.

● City identifies a pipeline of homes in need of rehabilitation.

○ Community Development, Planning, and Code Enforcement: develops the pipeline

with criteria as described above.

○ VSCLT receives list of parcels andworks with Housing Coalition to identify a

developer partner to work with to pursue development on the partners.

● City, VSCLT, andHousing Coalition collaborate to explore what the best funding

mechanismwould be for developments and rehabilitations. Consider CDBG, GO bond

financing, tax rebate grants, and others outlined in Funding Affordable Housing brief.

○ Community Development, Housing Coalition, and VSCLT staff work together to

establish a list of viable funding sources.

Short Term:

● VSCLT investigates the viability of pipeline properties, estimates the cost of rehab for

viable properties, and identifies homeowners whomay bewilling to participate in a CLT

rehab program like this.

● VSCLT develops partnerships with local developers and construction firms through

Housing Coalition to facilitate placement of homes into the CLT.

● VSCLT andHousing Coalition engagewith homeowners on the rehab pipeline to educate

them on the CLT and tax abatement opportunities for rehabbing their home.

○ VSCLT: Prepares information to educate owners on the CLTmodel.

○ Housing Coalition: Connects homeowners with resources to becomemortgage

ready if they are not already.

● City allocates dedicated funding towards the development of affordable housing as

outlined in Funding Affordable Housing brief.

○ Community Developmentmakes the recommendation that VSCLT receive funding.
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Long Term:

● City outlines incentives for developers that partner with the CLT, such as those suggested

within the AHDU program.

○ Community Development: Example: AHDU program has passed and places CLT on

the list of approved “affordable developers” for ease of participation in the

program. See other briefs for more details about this.

● VSCLT applies for affordable housing funding from the City to use for CLT properties, as

outlined in Funding Affordable Housing brief.

○ Community Development department collects applications and administers the

allocations of funds dedicated to affordable housing.

○ VSCLT applies for funds for specific properties.

Metrics to evaluate success and Projected Impacts

● Developer partnerships gainedwith VSCLT.

● Number of CLT homeowners gained inWinchester.

● Startup operational and acquisition funding received frommultiple sources including City

for rehabilitation work.

● Rehab properties identified and selected for VSCLT acquisition.

● Homebuyers cultivated, educated, and placed in homes.

● Homeownership rate for low tomoderate income families increases.

● Blighted, derelict, and substandard properties decrease.

● Ongoingmaintenance of properties in City increases.

● Decreased eviction rate, increased rental rate amongst households at 50%AMI and below,

and stabilization of property pricing in the City.

● Families served through the CLTmodel.
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Funding Affordable Housing
Bonds and Grants

Policy Framework

Localities have limited but powerful tools at their disposal to financially support the creation of

affordable rental and homeownership housing. From direct grant funds of local dollars (usually in

the form of a Housing Trust Fund) to short-term loans, localities can act as “gap” financing for

projects that attract new housing to their community. Localities often note that even a small

amount of fundingmade available for affordable housing can tip the scales in getting these

developers to build locally.69Many 4% Low IncomeHousing Tax Credit (LIHTC) projects receive no

soft money for pre-construction costs, and even just a little canmean deeper affordability for the

final finished units. For 9% LIHTC projects, local funding in a project can positively impact the

competitive scoring, which gives additional points to projects with local government investment.

This policy analysis seeks to provide the City ofWinchester with several options to financially support
affordable housing development and preservation, not solely relying on local dollars from the City’s
general operating revenue, but rather with bonds and loans.

Several localities in Virginia havemultiple funding streams for affordable housing.70Bonds and

loans aremore suitable for rental housing development, but can also have their place with

affordable homeownership. Bonds and loans can act as short-term, repayable funding to lower the

costs to construct affordable housing.

HDAdvisors conducted ten expert interviews and researched several Virginia localities’ existing

programs to inform this policy analysis.71HDAdvisors has written extensively in the past on

affordable housing finance solutions and has also worked on numerous affordable housing

projects directly, developing deep familiarity with their funding sources. Finally, HDAdvisors used

its recent experience in helping the NewRiver Valley Regional Commission to establish the state’s

first regional housing trust fund, which will be a loan fund, in informing this brief.

This policy analysis reviews the four following options available toWinchester that are currently

in use in Virginia.

71 Interview list and sourcematerial is attached

70 The City of Richmond has both a Housing Trust Fund, its federal passthrough dollars awarded for
affordable housing and recently announced the creation of $50M fund for housing backed by bonds. The
City of Alexandria has funds received through proffers and bond-financed funds. These are two examples of
localities withmultiple sources of local, affordable housing funding.

69Most recently noted in an interviewwith the City of Alexandria Housing Department. More information
can also be found here:
localhousingsolutions.org/housing-101-the-basics/how-is-affordable-housing-funded/
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1. Private Activity Bonds

2. General Obligation Bonds

3. Tax Rebate Grants for Housing

4. Virginia Resource Authority Bonds

Of the four policies outlined, it’s recommended thatWinchester focus initially on the use of GO bonds,
while also pursuing the other three policies indirectly. GO bonds would require substantial time, funding
and political decision-making on the part of the City.

Notably, operating a Housing Trust Fund is not a part of this list. Trust Funds are themost

commonway for localities to finance affordable housing, but they requiremore direct funding

thanWinchester may have the capacity to contribute comparedwith the options above. A

Housing Trust Fund could be considered an aspirational next step after other policy briefs are

implemented. If an Affordable Housing Dwelling Unit program is implemented, the City could

opt to allow contributions to a Housing Trust Fund in lieu of affordable set-asides.

There are three types of bonds used for housing: private activity bonds (PABs), taxable bonds, and

general obligation (GO) bonds. Bondsmay be issued by local, state, and the federal government,

other public authorities (e.g. Virginia Housing or a local housing authority), and private

corporations.

With some exceptions, PABs and GO bonds are tax-exempt, meaning the bond purchaser is

exempt from paying income tax on the interest earned. Historically, this has meant that properties

financed by tax-exempt bonds carry lower interest, ultimately deepening the affordability of the

units. However, in the last decade, the affordability gap between taxable and tax-exempt bonds

has narrowed.

1. Private Activity Bonds (Harrisonburg Redevelopment and Housing Authority)

Private activity bonds (PABs) are tax-exempt bonds issued by state and local authorities. As the

name implies, they are used to finance “private” (not public, e.g. parks, schools, roads and bridges)

activities. Housing is the primary user of these bonds, but they can also be used for various

“economic development” activities, such as industrial parks.

Many affordable housing developers in Virginia seek PABs to pair with the 4% LIHTC credits for

affordable rentals. Commonly, developers approach the Harrisonburg Redevelopment and

Housing Authority (HRHA) to issue these bonds, as they are considered a good source of

competitive PABs.
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Currently, HRHA is issuing bonds for terms of 10-15 years at rates as low as 3.5% (as of June

2023).72 This rate is substantially lower than commercial real estate loans and is even lower than

current Virginia Housing loans. The competitiveness of these loans fluctuate with themarket,

however PABs are consistently used as an ongoing source of affordable housing financing and can

be used inWinchester.

While 4% LIHTC projects using PABs (4% bonds) used to be confined to large scale developments

in the highest rent markets, lower interest costs, wider availability of gap financing, and increasing

rents overall havemade smaller projects more feasible in manymarkets. An especially attractive

feature of these 4% projects is that, unlike 9% credits, they are not competitive, making themmore

readily available.

These bonds do comewith strict requirements for the affordability of the units developed. Under

IRS rules, at least 20% of the apartments in thesemultifamily bond developments must serve

households at 50%AMI, or 40% of units must serve households at 60%AMI. This is the reason

these bonds are sometimes known as either “80/20” or “60/40.”

While mixed-income, multifamily development is permitted with the use of 4% bonds, themost

common application of multifamily 4% bonds is where 100% of units serve households at 60%AMI

or less. This approachmaximizes the equity gained from the Low-IncomeHousing Tax Credits

attached to the affordable units. Truly mixed-income, multifamily projects that include

market-rate and tax credit units in the same building are rare, because they cannot use the credit

to the fullest amount of its potential value.

The City ofWinchester could create its own PABmechanism, but it may not be financially

advantageous given the prevalence of other sources. HRHA, for example, receives fees for

servicing the bonds they issue and those service fees fund their time and effort, but it is not a

major source of revenue.73HDAdvisors recommends continued conversations betweenHRHA and

Winchester to strengthen the partnership soWinchester’s developers can access that source of

funding. Shared collaboration and learning, or even utilizing bonds fromHRHA are seen as a net

positive.

2. General Obligation (GO) Bonds (City of Alexandria)

A local governmentmay also issue general obligation (GO) bonds to support affordable housing.

This tool is commonly used in other states but has only a few examples in Virginia. In recent years,

Charlotte andDurham, North Carolina have both issued housing GO bonds ($50million and $95

million respectively).

73 See past HRHA financial audits: https://harrisonburgrha.com/wp-content/uploads/2021/10/20-Audit.pdf

72 InterviewwithMichaelWong, Executive Director, HRHA. June 2023.

35



While it’s rare in Virginia localities, the City of Alexandria is one of the few that has issued GO

bonds, with broad public support.74After a lengthy, community-driven campaign around

affordable housing policy in themid-2000s, the City agreed to issue $15million in GO bonds to

finance affordable housing development. The housing GO bond issuance was part of a larger bond

issuance of $71million, which included $23million designated for schools. At the time of issuance,

Alexandria’s population was 130,843, almost four times the size ofWinchester today.75

A key to a successful bond issuance was the reputations and prominence of themembers of the

working group pushing for the use of GO bonds. Political will was built through the working

group’s efforts and likely succeeded because of the City’s ability to pass GO bonds without a public

referendum. Alexandria is given the ability to issue bonds without a referendum through their

charter as an Independent City (likeWinchester), as opposed to a County (like Frederick).

Alexandria then used this bond revenue to create a Housing Trust Fund. The Alexandria Housing

Opportunities Fund (HOF)76 includes proceeds generated fromGObonds, in-lieu developer

contributions fromAlexandria’s inclusionary zoning program, and federal HOME funds. The City’s

annual Capital Improvement Plan budget also now includes funds for housing, which coincides

with amajor shift in local thinking toward housing as a form of infrastructure.

Annual debt service on the original $15million GO bonds was estimated to be $1 to $1.5million

annually. Additionally, a one-penny tax from real estate transactions was used to service the

bonds, resulting in a one-time, cumulative $30million infusion into the HOF. Over the lifetime of

the bonds, Alexandria has refinanced during low rate environments, thereby generatingmore

revenue dedicated to affordable housing. Alexandria has leveraged $21million in new tax revenue

to generate $30million into a revolving funding source for new housing projects.

In addition to the one-penny real estate tax, Alexandria passed a 1%meals tax, which contributes

about $6million each year into the HOF. This was amore politically contentious decision, but

housing advocates were able tomake the connection that the service staff working in restaurants

would be direct beneficiaries of the new housing built.

HOF funds are a form of subordinate financing, typical in affordable rental projects that are also

receiving LIHTC funding. HOFmoney can also be used for grants, but is usually structured as

loans. Developers apply and go through a formal review process for receipt of the loan funds,

which are usually structured at 2% annual interest, subordinate to the other debt in the project,

with a 40-year term.

76

https://media.alexandriava.gov/docs-archives/housing/info/2020=hofapplicationprocessrequirements.pdf

75United States Census Bureau

74 See attached City Council documentation from the 2005 bond vote.
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Alexandria’s bonds expire in the next few years. According to their Director of Housing, renewal of

the GO bonds is not a certainty. The City’s self-imposed bond cap and other competing

infrastructure priorities are always a part of bond decision-making andwill be again, despite the

growing need for affordable housing units everywhere.

For another example, the City of Richmond recently announced plans to issue $50million in bonds

to fund affordable housing over the next five years. The City is partnering with Virginia Local

Initiatives Support Corporation (LISC), who have agreed tomatch the bond issuance with their

own $50million contribution. Together, the City of Richmond and Virginia LISCwill use these

funds to create an Equitable Affordable Housing Program, which aims to create 2,000 new low- to

moderate-income homebuyers, 10,000 new affordable rental units, and 350 new permanent

supportive housing units while transforming six public housing neighborhoods into “Communities

of Choice.”

Alexandria’s work with bonds serves as a useful model that can be scaled forWinchester.

Alexandria used a persuasive public engagement process to generate buy-in for affordable

housing and took awide variety of funding sources to build a sizable fund.While these funds are a

very small percentage of the total funds utilized in one development, GO bond funding through

the HOF is important because it 1) often contributes to higher scores for other funding

applications for the development, 2) telegraphs local support for affordable housing, 3) is often the

most flexible funding in a project, and 4) can be tailored to support specific projects the City wants

built. GO bond financing would be a big draw for bringing affordable development toWinchester.

3. Tax Rebate Grant for Housing (City of Richmond)

Increasingly, jurisdictions in Virginia are using a less conventional form of Tax Increment Financing

(TIF) as a grant for affordable housing. These are often referred to as “tax rebate grants.” This form

of TIF funding eliminates the need to go through the legal process of establishing a formal TIF

district and does not rely on another source of funds for leveraging or repayment.

These tax rebate grants were enabled through the passage of “HB 1194 Industrial Development

and Revenue Bond Act”. The Virginia bill authorized “industrial development authorities tomake

grants associated with the construction of affordable housing in order to promote safe and

affordable housing in the Commonwealth and to benefit thereby the safety, health, welfare, and

prosperity of the inhabitants of the Commonwealth.”

The City of Danville and the City of Richmond have each used their Economic Development

Authorities to issue these grants to new affordable housing developments, which are based on the

projected future real estate tax revenues from these developments. It’s recommended that

Winchester utilize these tax rebate grants rather than establishing a TIF district andwaiting on

another source of funding to leverage. See attached template for this deal structure type.
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4. Virginia Resource Authority Bonds

During the 2023General Assembly session, House Bill 1805/Senate Bill 1401 (Bloxom and Lewis)

passed. Effective July 1, 2023, this legislation adds community development projects

related to the production and preservation of housing (including income-restricted developments)

to the list of projects that the Virginia Resources Authority (VRA) can finance for local

governments.

The VRA is a relatively unknown entity to the affordable housing network in the State. Virginia

Housing and several large localities are interested in hearing what VRA plans to dowith its new

authority to fund the production and preservation of housing and the hope is that this legislative

changewill create new, low cost money for affordable housing projects to access.

VRA hasmade no public information available yet about its intentions. The following is

information provided to HDAdvisors by ShawnCrumlish, Executive Director of the Virginia

Resource Authority.77 Staying informedwith Virginia Housing and directly with VRAwill be useful

asWinchester moves forward to full understand how to utilize these funds:

● VRA is evaluating ways in which they can be useful to the housingmarket now.

● VRA is open and interested in speaking to any localities whomight be interested in

developing a program or funding agreement with them.

● VRA is in conversations with Virginia Housing on how theymay complement Virginia

Housing’s existing resources.

● VRA intends to issue some general underwriting guidelines for housing products soon.

● What they offer:VRA uses themunicipal bondmarket to offer local governments low cost

funds.78

○ Repayment is tied to both the underwritten projects and themunicipality itself (i.e.,

the locality’s bonding capacity).

● Localities with high bond ratings (Winchester being one of them) do not have to use their
bond capacity as collateral.

○ This may be a benefit toWinchester, creating a loan that is more advantageous for

the locality than the use of their own general obligation bonds, as the loans from

the VRA could exceed the locality’s bond capacity cap.

○ Localities with high bond ratings have to accept VRA loans, subject to

appropriation, and execute amoral obligation with VRA.

○ Winchester already has a working relationship with VRA, so the terms of a housing

lending product could be built upon this existing lending relationship.

78Rates as of August 14, 2023 are around 4%. VRA charges an additional 0.125% fee. Terms are 20-30 years.

77 Interviewwith Shawn Crumlish, Executive Director of the Virginia Resource Authority. August 14, 2023.
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● Winchester could consider creating a loan pool for projects with VRA versus offering

borrowing on a per project basis alone based on the locality.

A note about the role of Economic/Industrial Development Authorities in affordable housing:
EDAs and IDAs have traditionally hadminimal roles in affordable housing, but that is changing.

While EDAs and IDAs do not have substantial powers to borrow or lend funds that are impactful

in the affordable housing landscape, they can be useful in manyways. Virginia Housing has staff

working specifically with EDAs/IDAs to help them innovate ways to use their tools to promote

housing goals.79 EDAs and IDAs can:

● Acquire and sell propertymore easily than localities.

● Reposition their existing land holdings towards housing uses.

● Take on the cost, time, and risk of site preparation and planning (reduces the risk and

cost for future development).

● Act as a pass through for grants (like Virginia Housing grants).

● Leverage their existing relationships with utility companies to broker development

concessions.

● Issue the “tax rebate” grants as described in policy option #3.

Legal, financial, and organizational capacity

● Legal Capacity:Current State law allows for General Obligation bonds and they are issued

in each jurisdiction in the State, just not for housing.While their implementation is rare,

they are legal and the City ofWinchester could utilize GO bonds without passing a

referendum.

● Financial Capacity: This requires an ongoing budget expenditure by the jurisdiction to
service the bonds for a period of at least 20 years. If the expenditure is discontinued, it

could result in default on the bonds. The City ofWinchester will need to identify an

ongoing source of tax revenue to pay debt service on the bonds. The City will need to

identify the current rate for GO bond servicing and size the tax revenue accordingly.

Because this is an ongoing financial liability of the City, there are no outside funding

sources HDAdvisors is aware of that can contribute to this. However, a portion of the tax

revenue generated to service the debt can also be used to fund staff’s administration of the

program.

● Organizational Capacity: The program requires staff tomonitor compliance annually.

While basic program design parameters need to be developed, ideally, each project should

be underwritten to set the subsidy at the correct level. This requires experienced staff

support or out-sourcing of this aspect of the program. The Community Development

79ChrisMcNamara, Strategic HousingOfficer - Economic Development is a useful contact to continue
discussions on using EDAs and IDAs towards housing goals. He is active around the State in helping local
authorities adopt new programs.
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departmentmay host this program in house, but would need to dedicate at least one full

time staff to it. Economic development staff may be able to facilitate this, but should have a

staff personwith deep knowledge of housing finance.

Implementation Plan

Immediate:

● Identify potential project pipeline and cost budget.

● Discuss plan with City Attorney and City Finance Department to include housing bonds in

future bond issuances.

● EstablishWork Group capable of building political will to approve bond ordinance.

Short-term:

● Workwith City Finance Department to identify source of funds for bond repayment.

● PrepareWork Group and City Council for budget implications of policy.

● Develop preliminary program design for loan funds based on other Cities’ affordable

housing loan applications (City of Charlottesville is a good example)80

Long-term:

● Pass bond issuance with City Council

● Develop loan documents

● Release RFP for housing funds

Responsible actors and roles:

1. Local finance departments: determine bonding levels, identify bond underwriting firms to

structure the sale and place the bonds

2. Local housing staff: design and administer program

3. City Council approves any ordinances necessary to the program

Metrics to evaluate success and Projected Impact

1. Number of units created in projects awarded funds through the program.

2. Depth of affordability of units created through program.

3. Term of affordability of projects funding through program.

4. Utilization rate of the program.

5. Amount of new funds brought into the program.

80 https://www.charlottesville.gov/679/Charlottesville-Affordable-Housing-Fund
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Wendy Miller, Henrico County
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