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Framework |

The City of San Antonio set targets for Center City
residential growth in its SA2020 Plan and Strategic Framework Plan.

Center City Housing Unit Targets
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Framework | Housing incentives have supported growth; reaching the
2020 goal will require maintaining the current pace of development.

Center City Housing Unit Progress
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Framework | San Antonio has made meaningful progress in increasing
population density in the Center City, but there is room for growth.

Population Density
Within 1-mile Radius of Central Business District (2010)
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Framework | This Study provides guidance on the City’s existing

incentives policy to support its goals for Center City.

Due Diligence
* Site Visit
* Resource Review

Market Analysis

* Developer & Broker Interviews
* 3 Party Data Collection

Financial Analysis & Incentive Testing

* Pro Forma Analysis
* Incentive Impact Testing

Recommendations

* Incentives / Policy Initiatives
* Economic Rationale




Framework | The City established nine Target Growth Areas & Incentive

Tiers for housing development, which comprise our Study Area.
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Framework | This study categorizes the Target Growth Areas and
Incentive Tiers into four submarkets.

Source: City of San Antonio, HR&A Adyvisors



Framework | The Study tests market conditions in the incentive Tiers
established by the City of San Antonio, grouped by like conditions.

Submarket Framework

Moderate
. Some projects Limited
No projects are . . . )
i (residential stick) development is
feasible due to : i
i are feasible, due taking place, but
high land costs . .
. . to high rents, the market is
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Framework | The Study framework considers typologies across the
various submarkets according to the feasibility of each use.

Submarket Framework

“

Typology

Residential-
[ Residential-Midrise (Concrete) ] [ Stick (Affordable) ]
I ordable

[ Office Tower ][ Residential-Stick ]

Office Midrise
(small footprint)
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Framework | This Study tests the financial feasibility of each scenario
without incentives and with current and past/contemplated incentives.

Financial Model Test Framework: Cash-on-Cash Return

7.75%
8% Required Rate of Return

47
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Cash-on-Cash Return
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Source: HR&A Advisors
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Key Findings | Multifamily
development has been
clustered in Midtown /River
North and Southtown, where

rents are strongest.

@ CCHIP (complete)
@ Pre-CCHIP (complete)

Source: City of San Antonio, HR&A Adyvisors

£ cr pLACE

weRAG PLACE |

sEOwr 5T

o read E CRAIG PLACE
2 ] Eunseut race
g whussew puce | - E
- . ! WFRENCH PUACE 5 ver ¥ REcH PLACE =
WASY o pce AOMGIA { .. PROCHCT & mosewx g
g { H 4 TeRRY cT Ay El
P g WASHEY PLACE g g : \
am ave $ly i
a1 _ e mvo =
vensery I 3
g Nty i o R |
PR soausst § | wewiou H
H . OneRsTy |
ey vaead Yidave Jocruanst 5
ave ronceroy | i
e Wit i
e ey Thense B daiew .
¢ PARK CT 3 £ JOSEPHINE ST
Erancave
WiAUREL sy E GRAYSON ST
mec s W
LOMBRANG 5 T z
z B H
g2
uca H [ soo
: E e Al 5
§ i1 :
Ei g
woow

PiSMacees, .

00327
sucxmn
e
g *‘o
Lot %,
e s %
o

-
oo
FT sAM HOUSTON

e o §

soarsuns Row

stase postRo

2
]

-

:

ecanson £
o

weonsr 5§

g 3 L 3

EE s
I

H
orocosr |
RounDs g1 RoUNDS ¥
ORPLace o CPLORADO AL gy 4 -
CAMADA i 5 - Py £
B E 5 temnger & 3‘3 m z
rE z
§5¢ i nigar 3 5
3£ g i}
i3 LeALgT S 3\
r MONCLOVA : =
» P
PR -
£l . 2
= nege 8 ORALgs' i, M
H e \ \ %
3 o e o
wsaimag 25 ] L g = % § canaoi
§ Ereod§3 ws, & i B H H oL
g 1B Maciag £ sdhwer s1] g
H e g £ &
z LR 5 B z g 8
Shoustower £ 7 F % 3 i H g g
g £ ermavisst Tt 1 2 £ 3
i il * H s BoOKER ALLEY A S s
o e % ouston st -
- H et st BT TR
- I 0§58 5 cousaty Pl e g j o= .
H 5 % £ B e £oukro st : £ g g
g JHe el H . : 1 g H
i g i i - £
: i i Urban Core ey p————— (g |
g i e 3 ;; s ! T : i
- 'Mag, = % o
2 . Z  Aveny, Wer gy s POTOMAC ST L [——
: H A L A H .
o e Z  Near East Side  cooux i g
_, = W0 BLvD % S cenmnsr 1
L2 -4 VIOLETA py b o a o - coss 5T 3 %
§ . My 3 Faag RosisoN PLACE I —
H e, 5]
. U f A )
Tommsoy &7 SAwFtamampo g7 P . 3 &
& 5 DaMo ST
tLonso § o wLE . € coumen
o e HemisFair and Cesar Chavez Corridor [
E b .
MONTEZUMA o LI ] S MARTIEZ ST : » s g
& COUMA 5r g 5 - " 2 § g -
o g - i £
3 P B 3
N 4 B
S«nn.nnmcnm" H 55 A o 4 DAKOTAST s 2 g
i \ A 2T oo
o 33 / \veaone g g 5 2
L uasr ¥ 28 - -1 =
AN CARLDS 57 9 5a \ e;, Y 5 g = -
Fcosr H 5 & i 2 §
= Tasco sy 4 L ¥z . Asmm
rrcos /3 5 28 Bk
wer 8 rausmco g1 4 3 8 E T LuTER kG 08
N & 3 § 2 ocwm
Fusmoys ) i 5 e
Sarevogr o
L st
Gl 5 3 FREDONIA VIRGINIA
g 4 VIRGNA BLVD
£ Awera, o B ¥ B o
S /8 £ 3 e —ach
ST /o iy Ee. 3 - I |
3 nioss LY % = oy, Stopreor womba 51 2 mowmsr E ol
° g * g Tof %, i omo - _—
MPER ar ¥4 1 Wane ' CUNEY WaY uran ¥ et
- i A b £ § oeauane
* & o 8 ¥ 2 oursua 5 _ oewae
g ] & 2 ” & &3 oo @ & sLomon
30 Cuco, § o = g = e I ] i e DeLs
e RSN —ooR s g Lof ¥ | S
o i % 7% = g - LIt
VLAY o H % : rorTER 31
Wosr o SEMlvosr : 2 3 . ... °
& - Z - -
o — h ¢ .
& / ¥ Essexsr

77 0000mN  SouTHOLNg

S ey ace Ravave
g ace  mAVA

o A
$ wncareae  Men o % RO | P
| A, 1
AR gy e eny. W HGH AVE e B
* ORENTAL Age T ™ ALVAREZ PLACE iE imme Emon ave
¥ iy g woRExs ave  EORexe
x FUR | 4 Lo anl sonexeL ave
COMBE RN By .2 150 "'!sv§ "tany. iy d
H HIE | s F 2 ®
e H
i er S:
I v Oy
§ — f— Yersey .
T ' B, 5, AN S .
3 EPANK oLy on SRR woanon | esaon ¥ Mngy 2 F Uonsrog 3 H :
B s £ S i 1 . , _—
ostmave & g £ LUBBOCK ST Wl ¥ Mg, 7 oeanc H
£ wivssocxst Lt oo H
e £ -
iansiace g ACSEED :r« s
-, = o Buckchan H Jr—
TAFT 8 15 Foor 8 FooT W . T 4 H i
e o oo . o § 4 - - g
T prace GREEN ST E caeex T 5 5;5 - § 3 4 : E H BALEY AvE
3 % g - - SCHLEY AVE
& W 4
owrsce 5 Jf— | —— e Tt § oncvne i ;
§ owo o \ = e
s FARMONT &L ooy C KLY 3

12



Key Findings | The Center City office stock lags behind building quality
in the 1-410 loop; demand for new commercial product is unproven.

Office Spaces 100,000+ SF

Center City
. City of San Antonio

65,000 sf

54 years

25 years

19,600 sf

Average Floorplate Average Building Age

Source: HR&A Advisors, CoStar
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Key Findings | The results of this analysis show that across submarkets
and typologies, no prototypical project is feasible without incentives.

Pre-Incentive Cash-on-Cash Return

7.75%
8% T T T T T T T T ™ Required Rate of Return
6%
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3
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-8%
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Concrete Resi Stick Resi Concrete Resi Stick Stick Tower Office
(affordable) Midrise

Submarket/Typology

Methodological Note: For affordable construction, this model does not consider the impact of other federal incentives which

may be supporting the return on affordable projects.
Source: HR&A Advisors
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Key Findings | Development Feasibility

Even in the strongest residential markets, unsubsidized
residential development falls short of the required

return.

The economics of the commercial market have yet to
make office development feasible.

Affordable housing development requires substantial
incremental public subsidy.




Key Findings | With current incentives, only the most market-
supportable project types approach or meet feasibility tests.

Cash on Cash Return with Current Incentives

8%

Required Rate of Return

o
N

N
X

Cash-on-Cash Return
N
X

0% 2
0
-0.6%
-2%
Core - Resi Moderate - Moderate - Passive - Resi Weak - Resi Core - Office Moderate -
Concrete Resi Stick Resi Concrete Stick Stick Tower Office
(affordable) Midrise

Submarket/Typology

Source: HR&A Adyvisors
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Key Findings | Office uses and concrete construction will require
incentives beyond CCHIP until rents can support development costs.

Impact on Cash-on-Cash Return: Incentive Combinations

3%

2 1.3%

. No Incentives

:__J' Current Only

i, Current &
Past/Contemplated

Cash-on-Cash Return

Moderate - Resi Stick Core - Resi Concrete Core - Office Tower Moderate - Office Midrise

Submarket/Typology

Source: HR&A Advisors
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Findings of Incentive Testing

The current incentives enable only the most market-supportable
projects to meet feasibility tests.

The current incentives exert little impact on the feasibility of

more challenging products (office uses and concrete residential
construction).

Given the low impact of the loan product and its associated
implementation challenges, most projects choose the higher
value 380 and fee waivers.

18



Findings of Incentive Testing

To incent catalytic anchor projects, including office uses and
concrete construction, will require incentives beyond CCHIP.

Infrastructure investment is an essential tool for supporting new

development, especially large-scale transformative projects
(like the Pearl Brewery, HemisFair Park, and Lone Star).

In moderate markets, infrastructure investment generates value
that may eventually replace incentives, and private finance
districts and other sources may support infrastructure
investment.

19



Implications for San Antonio

The current incentives enable only the most Maintain current incentive

market-supportable projects to meet feasibility levels to ensure
tests.

development continues.

The current incentives exert little impact on the
feasibility of more challenging products (office
uses and concrete residential construction). Increase the size

and term of the

loan to enhance
Given the low impact of the loan product and

its associated implementation challenges, most
projects choose the higher value 380 and fee
waivers.

its impact.
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Implications for San Antonio

To incent catalytic anchor projects, including Provide enhanced

office uses and concrete construction, will incentives for desired

irei ti b d CCHIP.
require incentives beyon pI‘OdUCT fypes,

Infrastructure investment is an essential tool for
supporting new development, especially large-
scale transformative projects (like the Pearl

Brewery, HemisFair Park, and Lone Star). Advance

planned

In moderate markets, infrastructure investment mfrqs’rruc’rure
generates value that may eventually replace investment.
incentives, and private finance districts and

other sources may support infrastructure

investment.
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Suggested Next Steps

Continue Incentives.
Evaluate Progress every two (2) years.

Increase loan value of incentive packages to $7,000/unit in
Incentive Tiers; $12,000/unit in Core (Tier 1)

Provide special incentives for office development in the Core
(cash grants of the magnitude of 25% of project costs;
contributing public land/parking).

Complete street improvements and utilities upgrades in River
North per the River North Master Plan; invest in transit and
public realm improvements in Core.

Conduct a Center City zoning code review process to determine
if and where residential and office uses can be incentivized (and
hotel development limited).

22



Project Framework & Key Findings
Context

Market Analysis

Financial Analysis

Recommendations & Economic Rationale



Great cities have great downtowns; great downtowns require residential

vibrancy.




Context | This Market Study evaluates the outcomes of several years of
planning and investment San Antonio’s Center City.

SA2020 (2010)

Community vision for the future of San Antonio.

) 4

Strategic Framework Plan (2011)

Key goals, targets and strategies to achie\(e':ﬂie SA2020 vision.
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Context | Since the 2011 Strategic Framework Plan, the City has
undertaken four parallel initiatives to enhance Center City.

Recommendation Implementation Status
Publi
uRie * $90M 2012 Bond Funding for Center City
Investment
Support for * Center City Housing Incentive Program
. (CCHIP)
Housing

* CCDO incentive program realigned

Organization &

* Centro Partnership BID enhanced
Management

Planning & * Adoption of Downtown Design Guide

* Master planning for River North &
Midtown/Brackenridge

Regulation of

wbeol

Development
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Context | The City of San Antonio currently offers incentives for projects

located in Inner City Reinvestment/Infill Policy (ICRIP) areas.

Incentive

Tax
Abatements

Impact Fee
Waivers (City
& Water &
Sewer Impact
Fees)

Economic
Development
Grants/Loans

Purpose

Up to 100% over 15 years

Fee waivers roughly equal to
$250-$400 per unit

Low interest loans of up to
$750,000 at one year

LIBOR rate + 75 basis
points

-

% of CCD Covered by ICRIP CCD % of Total ICRIP

ccb cCcD cch cco
1 426T% & 1432% 1 1M0% &
2 A 7 9.51% 2 1Tse% 7
3 2005 8 0.91% 3 16T 8
4  2828% 8 4.13% 4 1BNM% 8
5 TRTFG 10 9.3% 5 17.56% 10

2 2690% 7 951% 2 1759% 7 337%
3 2005% 8 0.91% 3 16.70% 8 0.64%
4 2625% 9 413% 4 1541% 9 272%
5 7875% 10 9.13% 5 17.56% 10 5.53%
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Framework |

The City of San Antonio set targets for Center City
residential growth in its SA2020 Plan and Strategic Framework Plan.

Center City Housing Unit Targets

+7,500

+10,000

sjiun Buisnol

4 )
7,000
\_ ,
Center City SA2020 Strategic Strategic
Existing Conditions Plan Framework Framework Plan
2011 Plan “Stretch”

Source: US Census, ESRI, HR&A Adyvisors

28



Framework | Housing incentives have supported growth; reaching the
2020 goal will require maintaining the current pace of development.

Center City Housing Unit Progress

+10,000

+7,500
X
+5,000 0
+3,897 : &
4
110,897 | c
e N [ l &
l I
7,000 : '
l I
Center City Built Units Built & SA2020 Strategic Strategic
Existing Conditions (CCHIP & Pipeline Units Plan Framework  Framework Plan
2011 pre-CCHIP, (expected by Plan “Stretch™
by 2015) 2018)

Source: City of San Antonio, US Census, ESRI, HR&A Adyvisors
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Context | San Antonio has made meaningful progress in increasing
population density in the Center City, but there is room for growth.

Population Density
Within 1-mile Radius of Central Business District (2010)

35,800

. Peer Cities

San Antonio 2010

. San Antonio 2015
estimate

13,1001} 500

10,300
,30010,200 ;¢

6,700 6,600 6,300 5 400
©00 4,800 3,600 3,500 3,300 3,300 3,200 3 400

Population/Square Mile

Peer City CBDs

Methodological Note: Some cities have CBDs near bodies of water, impacting population density within the 1-mi radius area.
Source: US Census, ESRI Business Analyst, HR&A Advisors
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Context | Despite this progress, Center City San Antonio still lacks the
vibrancy of peer cities.

;7.; " il:-\ . ; i
= ?J . '

Houston — Discovery Green & Development

-

evelopment San Antonio — Downtown & Hemisfair

~ il ".." + U .','5_'15;,‘ Y '.: o
g \ e . » Ay

Dallas — Klyde Warren Park & D
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Context | Current incentive amounts are insufficient to compensate for a
weaker market than peer cities.

Market Strength & Incentives in Peer Cities (2015)

$3.50 $35,000
$3.00 $30,000
$2.50 $25,000 =
- |
% $2.00 $20,000 &
E g
& $1.50 $15,000 -=
c
S
$1.00 $10,000 =
$0.50 $5,000
$0.00 $0
Kansas Oklahoma St Louis Houston Dallas Austin
City City An'ronlo

B Downtown Rent pSF M Incentives per Unit

Source: Zillow; HR&A Advisors
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Context | Unlike in peer cities, loans — rather than grants — comprise o
meaningful share of available incentives.

Market Strength & Incentives in Peer Cities (2015)

$3.50 $35,000
$3.00 $30,000
$2.50 $25,000 =
- |
% $2.00 $20,000 &
E g
& $1.50 $15,000 -=
c
S
$1.00 $10,000 =
$0.50 $5,000
$0.00 $0
Kansas Oklahoma St Louis Houston Dallas Austin
City City An'ronlo

B Downtown Rent pSF M Incentives per Unit

Source: Zillow; HR&A Advisors
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Context | It is too early to determine CCHIP’s full impact; much of the
recent Center City development was supported by pre-CCHIP incentives.

City-Negotiated Incentives (Pre- Adopted CCHIP Incentives (Post-

2011) 2011)
Projects Count
(Built & Pipeline; in Center 11 12
City)
Unit Count
(Built & Pipeline, in Center 1,987 1,910
City)
Years Negotiated pre- 2011 2011 -2015
Year Completed 2012 -2018 2013 - Ongoing

Source: City of San Antonio, HR&A Advisors
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Context | To date, the City of San Antonio has invested $61.9 million in
housing incentives.

$31.8M $30.1M

CCHIP Investment pre-CCHIP Investment

$61.9M

Total Investment

in Housing Incentives

Source : HR&A Adyvisors
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Incentive Impact | 380 agreements comprise the majority of incentives
packages (CCHIP projects were not eligible for Cash Grants).

Composition of Incentives (pre- CCHIP) Composition of Incentives (CCHIP)
$3,624,000
$5,936,000 11%
0,
$3?3/;°°° A $1,392,000
4% _
$20,547,000
68% $18,325,000
58%
m 380
SAWs m 380 SAWs
) ) City Fee Waiver ®|CIF Loans
City Fee Waiver = Mixed-Use Loan

m Cash Grant/ Initial Disbursement

Source: HR&A Advisors
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Context | The City’s investment leveraged over $811 million in private
housing development (over a 10:1 ROI).

$31.8M $30.1M

CCHIP Investment Pre-CCHIP Investment

$811.3M

Total Private Investment

in Housing Development

Source : HR&A Adyvisors
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Methodology | This Study provides guidance on the City’s existing
incentives policy to support its goals for Center City.

—7% | !} aammd
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Methodology | The Study will assess the impact of existing policies and
recommend adjustments to continue growth.

Due Diligence
* Site Visit
* Resource Review

Market Analysis

* Developer & Broker Interviews
* 3 Party Data Collection

Financial Analysis & Incentive Testing

* Pro Forma Analysis
* Incentive Impact Testing

Recommendations

* Incentives / Policy Initiatives
* Economic Rationale
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Methodology | The Study framework considers typologies across the
various submarkets according to the feasibility of each use.

Submarket Framework

“

Typology

Residential-
[ Residential-Midrise (Concrete) ] [ Stick (Affordable) ]
I ordable

[ Office Tower ][ Residential-Stick ]

Office Midrise
(small footprint)
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Methodology | This test evaluates projects based on “cash-on-cash”
return, a standard calculation for evaluating real estate investments.

before-tax cash flow

equity investment

Source : HR&A Adyvisors

41



Methodology | Market research and stakeholder input suggest
developers require a 7.75% cash-on-cash return to pursue an investment.

before-tax cash flow

=7.75%

equity investment

Source : HR&A Adyvisors
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Methodology | Our financial testing assesses prototypical projects in
each submarket against a 7.75% cash-on-cash return.

Financial Model Test Framework: Cash-on-Cash Return

7.75%
8% Required Rate of Return

47
6%
5%
4%
3%
2%
1%
0%
-1%  Core -Resi Moderate - Moderate - Passive - Resi Weak - Resi Core - Office Moderate -
Concrete Resi Stick Resi Concrete Stick Stick Tower  Office Midrise

Cash-on-Cash Return

Submarket/Typology

Source: HR&A Advisors
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Project Framework & Key Findings
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Financial Analysis

Recommendations & Economic Rationale



TARGET GROWTH-A-R-EAS

Multifamily | Our study o Tk INCENTIVE TIEF

EnusseLL

reviews the impact of CCHIP
and pre-CCHIP incentivized ~  —% — =1
projects according to their

location within the Incentive Tiers

or outside the Tiers (not shown

on this map).

:_ 1 Study Area
Tier 1 Tier 3

Tier 2 Tier 4

Source: City of San Antonio, HR&A Advisors




Multifamily | The City of San
Antonio’s investment in housing
prior to the adoption of the
CCHIP incentive program set
the stage for growth in the

Center City.

@ CCHIP (complete)

Source: City of San Antonio, HR&A Adyvisors

PRE-CCHIP PROJECTS, COMPLETE
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Multifamily | Since the
introduction of CCHIP,
development has clustered
along the River North
/Midtown border and (to a
more limited extent) in River

South.

@ CCHIP (complete)
@ Pre-CCHIP (complete)

Source: City of San Antonio, HR&A Adyvisors
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PRE-CCHIP & CCHIP PROJECTS,
COMPLETE & PIPELIN

“ce

Mid-town

Multifamily | The full effects

of the current CCHIP incentive

FT SAM HOUSTON
304P5U0S ROW

sTarF pOSTRD

regime have yet to be fully

realized, as many units are still

in the pipeline.

Urban Core  “oooun,,

Wiag,
T oy

Units:|

§ essexst

@ CCHIP (complete) @ Under Construction
@ Pre-CCHIP (comple’re)O Planned

Source: City of San Antonio, HR&A Adyvisors




Multifamily | Despite
significant development in
Center City, no development
has occurred in the Urban

Core.

@ CCHIP (complete) @ Under Construction
@ Pre-CCHIP (comple’re)O Planned

Source: City of San Antonio, HR&A Adyvisors

PRE-CCHIP & CCHIP PROJECTS,
COMPLETE & PIP

werns madl| weRnG race H Ecaus ruace
] | whusseLL PACE ]
3 ]
wamaymace 34 R L e i H e -
- g pp—— H s
anave 2\ § . s pisce ]
2 2 2 ess
i 5 W COURTLAND PLACE £ COURTLAND PLACE o & oA wisc
mveesry Y . H pree i ©° 8
g UNVERS; Ty e RD CunativGiam A =
oy S - et 3 | wevwoue woeweY PLACE e B FTSAM HOUSTON 2
N () s Jocraunn 1 & P - e S
XY ave & PRNCETON ¥  {ae Soleuse
ven H e 3 i
ComueL  COmwEL s ’ s e
cutens uo ! == 4 H o
LETe | £ e € GRATSON 5T
™ Laung g7 woLen £ wevesonso: 8 i Cevencreen Ve . : — §
(L, v [ b iz o8 BE 8 i
- E i 3 s g i ). EF S - 5 ccamon H
5 £ 5 3 Sng : o N g B Ty — oA,
- g ) % 4 2 * g weonsr 5§
£ e o 13 & E 2 ¢
$ a0t RS ) i | I 4
2 3 A RN wroranst | ( H S
5 mvassr 3 -} 2 8
3 H ] ol cwmes
2 § s & 8
o lr 3
OeLaao sy S .
st omadar Qs
Sy 5 ason 3" g
R H s - —
r§5E nine sy 3 8 -3 %
HE g il ) —
a3 [P Ly H & R—
woncLova H . . oo
= Avoen awwen
H i oven el n\:uumns‘i
§ £ $ 2y 3 :
H meae 8 onaed = 8 b
H ) oo
3 ! Famway & o
LT S e ~ Medical District « H o4 canao
=i, : 1§ |1 i
Il i g : i T
YHoustowsr £ © 3 4 3 = & z = 2 1R |
&= 3 s 8 ) & 3
WeommGE 3 o i s g7 [
3 . awsonst
= E :Jun\mu;'g ] 1 £ ronuce st —
B 2 & . & | #moouce now g 1 g i
H o-p-3 2 { ] i ik soron f way 8 My 3 coont
wnows { 5§ ower i orosa i $
8o Near West Side § ~.- center roromscer 2
woumave | & . contenst § §
mar & Roue | 8 4 - 2 3 cestemst 5
i anar HIE R : nossson pUACE o
= P el L. J sHaomAS
e euscosr o S
il § = 51 o oo owosT -
- Ed s isill AN oo sy B r gl Cesar Chavez Co st 2 comm
e M ;/{///
I8 3B & 27 e ¥
woNTERMA a &z 83 s . K A 5 s N SCHBACH 5 I
comay S 5 =+ Sk “ragy, /(/// s SRS § ; & .
oo § - ¥ I [
- [ . & F P g
i ... £ 38 omamcu 3 . . % % E’
Lo | TRES 2 e & owon
. ocanasr ¥ 38 ] w— werd 5 3
W CARLOS g7 g %a 2 $ =
Poosr T i ¥ : H
o st AP by —— i ROEMAN & ALapamA
g 5 E wwmumenonaon
~ ' § & owm
= - 3% ouvessusr
T
ey 5 3 8 reevoma WG
s HEE B wossivo
> 8 3 sampir 3 L son
~— | soumst §
3 H P
cumEY WAY TSt &
oeLaware
x oeLamane
{ nnwo 2 & romoa -
¢ 8 H s ;
s 3 L
candna AR L s
/ ctuven s § oo H
5/ i £
HY, ¥ essoxar E,
i/ g
. A
ke ; i DR taj —
] Ao 57 ol 5 ) ‘ )
e PL R ; o L T s )
wonw g i § - £ W Wrrren § TR 5T z
s - = H 2 g L4 P - ¥ rasono sy
= * ave o < o pe -  J s
s ey, vty | e S T
£ NPAnx aivy Logy oy, § 2 £ F iz H 3 - i wossy Ave -
3 P manon R wenon | tenon | E fng,  ## i3 o B e g s
“ave s E L) H g8 3 8 5 Y, KAYTON AVE §
omave , £ LweBocK ST ¥ - g £ vurosmo £
- H % § wismsooxsr AR N 7 5
AN PLACE f . 18 ACCEIS RE. . 3 B s £ HGHUAND BLVD. H
Sl g, senwrow |l e " Aduog, * > L
e : — &
MOERes m , " f{ L— L =
waroor o roor ar - o 5
o (- = \ - g 5
T pac onenst kUl © oneenst 58 \ - H saLEy ave
. ¥ il &y 3 ¥ ¥ £ e
ovace % wroros G & movoro st ¢ $ ™rovy, g § sonrvan scueyave
di oo E Y E - H 3 1)

49



Multifamily | Even with the projected addition of new residents, Center
City residential “capture” lags behind peer cities.

Portion of Total Population
Living Within 1mi-Radius of CBD (2010)

16% ~

c

o 13.8%

= 14% -

S

)

o 12% -

o)

o

=  10% - 2.4% .
g . Peer Cities
= 8% - San Antonio 2010
[ ¥ =

5 67%

L 5.5% 5.5% . San Antonio 2015
-~ estimate
[

C 4% - 3.4%

o 2.5%

o 1.7%

e 204 - ].5% ].5% _D _D 0

3 1.3% 1.3% 1.2% 0.9% 0.9% 0.8% 079
o

<]

o

Peer City CBDs

Methodological Note: Some cities have CBDs near bodies of water, impacting population density within the 1-mi radius area.
Source: US Census, ESRI, HR&A Advisors
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Multifamily | Regional development has followed existing suburban

corridors.
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Multifamily | Despite (and due) to a modest existing population base,
Center City growth outpaces the City as a whole.

Population Change, Center City San Antonio
(2010 - 2019)

17,000

12,000

Population

7,000

2,000
2010 2014 2019 (projected)

=== Citywide Rate of Growth
Source: US Census, ESRI, HR&A Advisors
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Multifamily | While the Center City market is relatively small, its growth
in new units as a portion of total inventory is among the City’s highest.

Existing Inventory & New Construction by
Submarket

New Construction (# Units)

" B Inventory (# Units)
£
=
[T
o
_E 3 36% new units
£ /
=)
2
- - 1:74
.
] 55| ey
) o & ) & R O & R & & S
Q N K\ e < <O 0 e 9 & & e
& ¢ & & A SHEE
*éo 030 < \\% 600 Q° *% X0 P °
<<0~ e o’k O\ <<0‘
C? San Antonio Submarkets

Source: REIS, City of San Antonio, HR&A Advisors
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Multifamily | Despite new housing units in Center City, there remains an
opportunity to capture a larger portion of workers as residents.

: .
4 - = Xt )
PRS0 AT A

i \

. Worker Inflow to Center City =
V": -"4{4{ ).

. Live/Work in Center City /,." - ©
. Worker Outflow from Center ’:_g.'l}{ {
|

5‘3

Source: US Census, LED OnTheMap, HR&A Advisors
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$ Asking Rent PSF

Multifamily | Average asking rents have risen steadily citywide
between 2007 and 2015, and are projected to continue growing.

$1.75

12%
$1.50

10%
$1.25

8%
$1.00

6%
$0.75

4%
$0.50

2%
$0.25
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Year
Source: REIS, HR&A Advisors
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Multifamily | New development has raised peak rents, with post-2009
construction commanding up to 55% more than pre-1990 units.

$1.75
Average Asking Rent by Unit Age 12%
== $1.52 post-2009
$1.50
10%
L $1.25 == $1.21 1990 - 2009
a
E 8%
o
2$1.00
c
s
< 6%
“$0.75 mim $0.68 pre-1990
4%
$0.50
2%
$0.25

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Year
Source: REIS, HR&A Advisors
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Multifamily | In moderate markets, land prices have risen steadily in
conjunction with improving market conditions.

Moderate Market Land Cost PSF (River North)

$60.00

$50.00 O
$40.00

(@)
$30.00 j
$20.00
O O Existing Project
Anecdotal Range

$10.00

2010 2011 2012 2013 2014

Source: HR&A Adyvisors
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Multifamily | For projects in the Core, strong demand is insufficient to
overcome hotel-driven land prices and relatively high construction costs.

High Land &
Construction Costs

Suburban

Competition

[ tal Live/Work/Play
SRS Environment

Desirable Location

Regulations (i.e.
tree ordinance)

Downtown Downtown
Challenges Drivers
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Rent pSF

Submarkets | Residential Rents

Target Asking Rent
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Submarkets | Deliveries

Deliveries (2012-2015)
1,000

800

600

Units

400

200

Core Moderate Passive Weak

Source: City of San Antonio, HR&A Adyvisors
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Price pSF

Submarkets | Land Pricing
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Multifamily | Multifamily market strength is concentrated in a small

portion of the Center City.

’ <<
’ > <
o W e
1
I
1 Tier 2
Tiers Tier 1 : Tiers 3 & 4 Near River
I South
I
I
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I
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$30-$40

< 50



Multifamily | Contemplated typology varies by submarket conditions.

Tiers

Rents

Land Costs

Absorption

Contemplated
Typology

<
ot
Tier 1

$2+ psf

$60+

Concrete

----------‘

’ <<
e Ol

y e

\

Tiers 3 & 4

$2 psf
$50-$60
> 100

Stick/Concrete

X\ 2
i
>

Tier 2
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South

$1.75 psf
$40-$50
> 50

Stick

&

Tier 2

$1-$1.10 psf
$30-$40

< 50
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Commercial | Center City continues to be an employment hub, though
office pcurks qlong the 1-410 Loop have comparable employment density.

Total COSA
Businesses:

90,930

~

Total Center
City
Businesses:

3,860

i

Source: HR&A Adyvisors, ESRI Business Analyst
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Commercial | Only a small portion of the total San Antonio
workforce is located in the central business district.

Percent of Labor Force Working Within 1-mi of CBD (2010)
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Methodological Note: Some cities have CBDs near bodies of water, impacting labor force within the 1-mi radius area.
Source: US Census, ESRI, HR&A Adyvisors
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Commercial | The core industries driving office demand Downtown are
finance, government and education, with growth in tech and cybersecurity.

Downtown San Antonio Employment by Industry
(2010)

/C;lbersecurify is growing\

regionally, but clustered
north of the Center City.

Information,

Other, 23% 10% The Geekdom coworking
/ space brings 200+ tech
_ startups to Center City.

rofessional /Sci

entific/Tech,

' ' 11% \ geekdUm /

Educational Retail Trade,

Services, 16% 5%
Health Care &

Social 4 N
Assistance, Hotel and health care are

Accommodatio 0 .
14%
n & Food . major employers but do not

Service, 15% \drive office demand. y

Source: HR&A Adyvisors, ESRI
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Commercial | The age and floor plates of “Class A” office space Center
City poses a regional economic development challenge.

Office Spaces 100,000+ SF

Center City
. City of San Antonio

65,000 sf

54 years

25 years

19,600 sf

Average Floorplate Average Building Age

Source: HR&A Advisors, CoStar
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pSF

Price

Submarkets | Office Rents

Target Asking Rent

$30

$25 $25

$20

$20

$15

$10

Core Moderate

Source: CoStar; HR&A Adyvisors
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Annual SF (000s)

Submarkets | Office Deliveries

1,000

800

600

400

200

Deliveries

N/A -
No recent office
construction over

100,000 SF

Core Moderate Passive Weak

Source: CoStar; HR&A Adyvisors
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Price pSF

Submarkets | Land Pricing

$120
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$100
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$80
$70
$60
$50
$40
$30

$20

Source:

Land Price Ranges

$60 - $100+
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Commercial | The office market shows similar segmentation to the
residential market, with very little development activity.

’ <<
’ > <
< 7’ 0@* f,\\‘ &
1
I
I
Tiers Tier 1 : None None Tiers 2, 3, 4
I
I
I
Rents $25+ : $20+ $15-$18 <$15
I
Land Costs $60+ | $50-$60 $40-$50 $30-$40
I
I
Deliveries 0 ] 10,000+ SF 5-10,000 SF < 5,000 SF
l



Commercial | Contemplated office typology is constrained by
submarket conditions.

Contemplated

4-story None None
Typology

Tower

’ <<
, S <
< 7’ 0@* f,\\‘ g
|
|
|
Tiers Tier 1 : None None Tiers 2, 3, 4
|
|
|
Rents $25+ : $20+ $15-$18 <$15
|
Land Costs $60+ |  $50-$60 $40-$50 $30-$40
|
Deliveries 0 : 10,000+ SF 5-10,000 SF < 5,000 SF
|
|
|
|
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Project Framework & Key Findings
Context & Methodology

Market Analysis

Financial Analysis

Recommendations & Economic Rationale



Feasibility | The Study framework considers typologies across the
various submarkets according to the feasibility of each use.

Submarket Framework

“

Typology

Residential-
[ Residential-Midrise (Concrete) ] [ Stick (Affordable) ]
I ordable

[ Office Tower ][ Residential-Stick ]

Office Midrise
(small footprint)
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Feasibility | Absent incentives, none of the prototypical projects studied
are feasible.

Pre-Incentive Cash-on-Cash Return

B0 75
Required Rate of Return
6%
4%
2%
3
)
= 0% .
3 —
% 2% ’
o
Q
0
s -4%
<
g -6%
o
-8%
Core - Resi Moderate - Moderate - Passive - Weak - Resi Core - Office Moderate -
Concrete Resi Stick Resi Concrete Resi Stick Stick Tower Office
(affordable) Midrise

Submarket/Typology

may be supporting the return on affordable projects.
Source: HR&A Advisors
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Feasibility | Residential projects in Core, moderate, and passive markets
are on the cusp of feasibility, but demonstrate a meaningful gap.

5, Pre-Incentive Cash-on-Cash Return
[+]

=== r==== e o

6.1%

6%

I
x

N
o~

S
X

1
8
X

Cash-on-Cash Return

@ 3 5
X X R

Core - Resi Moderate - Moderate - Passive - Weak - Resi Core - Office Moderate -
Concrete Resi Stick Resi Concrete Resi Stick Stick Tower Office
(affordable) Midrise

Submarket/Typology

Source: HR&A Advisors
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Feasibility | However, cusp projects rely on peak rents and low land
costs — if costs are increased and rents are not met, the gap widens.

Pre-Incentive Cash-on-Cash Return - Lower Rents, Higher Land Costs
8%

6%

4%

2% 2.5%

c
2 0%
7
o
= 2%
w
S
s -4%
°
< 6%
o
@]
-8%
Core - Resi Moderate - Moderate - Passive = Weak - Resi Core - Office Moderate -
Concrete Resi Stick Resi Concrete Resi Stick Stick Tower Office
Midrise

Submarket/Typology

Methodological Note: Includes 10% reduction in rents and 10% increase in hard costs and land costs.
Source: HR&A Adbvisors
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Feasibility | Affordable housing and office development are far from

feasible in the current market without incentives.

10%

8%

%
X

I
X

N
X

0%

-2%

Cash-on-Cash Return

-4%

Core - Resi
Concrete

Pre-Incentive Cash-on-Cash Return

TR
R ——

TToTTETTETETTR
——

TETTTEEETTO
R ——

;|

-0.5%
Moderate - Moderate - Passive - Resi Weak - Resi Core - Office Moderate -
Resi Stick Resi Concrete Stick Stick Tower Office
(affordable) Midrise

Submarket/Typology

Source: HR&A Advisors
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Feasibility | When tested with a 20/80 affordable /market rate mix, all
contemplated residential projects show a prohibitive gap.

8%

6%

4%

2%

0%

Cash-on-Cash Return

Affordable Scenario - Pre-Incentive Cash-on-Cash Return

6.2%

3%

Core - Resi
Concrete

3%

Moderate -
Resi Stick

3.5%
2%

-0.1%

Moderate - Passive - Resi
Resi Concrete Stick

Submarket/Typology

Required Rate of Return

. . . Market rate projects;

market rate rents

Market rate project;

affordable rents
Affordable project;
affordable rents

Weak - Res
Stick
(affordable)

Methodological Note: Includes mix of 20% affordable units and 80% market-rate units.

Source: HR&A Adyvisors
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Feasibility | Key Takeaways

Even in the strongest residential markets, unsubsidized
residential development falls short of the required

return.

The economics of the commercial market have yet to
make office development feasible.

Affordable housing development requires substantial
incremental public subsidy.




Incentive Testing | HR&A tested the financial impact of current, past,

and contemplated incentives.

Incentive fmpact

380 Agreement Reduce operating costs

City Fee Waivers Reduce capital costs

SAWS Fee Waivers Reduce capital costs

ICIF /EDIF Loan Reduce financing costs
Past/Contemplated

City Grants Reduce capital costs

Infrastructure Investment Increase operating revenues

Increase operq’ring revenues

Design Guidelines )
Increase capital costs



Incentive Testing | With current incentives, only the most market-
supportable project types approach or meet the return threshold.

Cash on Cash Return with Current Incentives

8% Y 474-2
Required Rate of Return
6%
E
5 4%
©
oz
<
“u‘ 2%
Q
$ 0 0.1%
< 7 ]
m -1.0%
S -0.6% -
-QOA)
Core - Resi Moderate - Moderate - Passive - Resi Weak - Resi Core - Office Moderate -
Concrete Resi Stick Resi Concrete Stick Stick Tower Office
(affordable) Midrise

Submarket/Typology

Source: HR&A Adyvisors
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Incentive Testing | Over time, infrastructure investment, design guidelines,
and strengthening market dynamics may eventually offset incentives.

Moderate Stick Resi - Impact of Incentives

11%

9%

7%

5%

3%

1%

Cash-on-Cash Return

No Incentives Current Incentives Only Contemplated Incentives Only

Incentive Combination

Source: HR&A Adyvisors
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Incentive Testing | Office uses and concrete construction will require
incentives beyond CCHIP until rents can support development costs.

Impact on Cash-on-Cash Return: Incentive Combinations

3%

2 1.3%

. No Incentives

:__J' Current Only

i, Current &
Past/Contemplated

Cash-on-Cash Return

Moderate - Resi Stick Core - Resi Concrete Core - Office Tower Moderate - Office Midrise

Submarket/Typology

Source: HR&A Advisors
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Incentive Testing | The range of current incentives exert a range of
effects on development feasibility.

Average NPV Value of Incentives (Contemplated & Current)

$1,400,000  $1,295,000

$1,200,000
2 $1,000,000
Z
v $800,000 $750,000
> $600,000 $535,000
8 $400,000 $335,000
o !
= $200,000
z ' $43,000 $16,000
Public Cash Grant 380 SAWS Fee City Fee Waiver Low Interest
Infrastructure Waiver Loan
Investment
(RiNo only)

Incentive Type

Methodological Note: “Net Present Value” (NPV) is a standard method of evaluating investments, based on the difference
between present and future cash flows.

Source: City of San Antonio; HR&A Advisors
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Incentive Testing | In particular, the small size of the loan product is

insufficient to offset implementation challenges.

$1,400,000
$1,200,000
251 ,000,000
$800,000
$600,000
$400,000
$200,000
$0

Net Present Value (N

Average NPV Value of Incentives

Not Currently

Available
Public Cash Grant
Infrastructure
Investment
(RiNo only)

Significant
Impact
oo e N Insignificant
$535,000
Impact
$335,000 A
J— A .
I \
$43,000 $16,000
380 SAWS Fee City Fee Waiver Low Interest

Incentive Type

Waiver Loan

Source: City of San Antonio; HR&A Advisors
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Net Present Value (NPV)

Incentive Testing | Potential infrastructure investment in River North (and

throughout Center City) would generate significant development value.

$1,100,000
$900,000
$700,000
$500,000
$300,000

$100,000

Moderate Resi Stick — Development Value of Infrastructure Improvement

$995K

Infrastructure
Improvement Benefit

Methodological Note: Value of infrastructure improvement assumes an increase in rents due to improved public realm

conditions.

Source: HR&A Advisors
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Net Present Value (NPV)

Incentive Testing | In moderate markets like River North, private
financing can offset some infrastructure cost.

Moderate Resi Stick - Offset Costs of Infrastructure Improvement

$1,100,000

$900,000

$995K

$700,000
$500,000

$300,000

Infrastructure

$100,000 Improvement Cost

$(100,000) Infrastructure
Improvement Benefit

$(300,000)

$(500,000)

Source: HR&A Advisors
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Incentive Testing | After abatements subside, the 30-year NPV of
incremental taxes in River North could support a ~$10M bond.

$3.4M
CCHIP current NPV

$5.0M
Pre-CCHIP current NPV

$1.2M
= Commercial current NPV

$9.6M in NPV bond value

Methodological Note: “Commercial” as defined throughout this Study refers to office uses, but in the context of the NPV of
past City incentives “commercial” includes retail, office, and industrial uses.

Source : HR&A Adyvisors
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Findings of Incentive Testing

The current incentives enable only the most market-supportable
projects to meet feasibility tests.

The current incentives exert little impact on the feasibility of

more challenging products (office uses and concrete residential
construction).

Given the low impact of the loan product and its associated
implementation challenges, most projects choose the higher
value 380 and fee waivers.
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Findings of Incentive Testing

To incent catalytic anchor projects, including office uses and
concrete construction, will require incentives beyond CCHIP.

Infrastructure investment is an essential tool for supporting new

development, especially large-scale transformative projects
(like the Pearl Brewery, HemisFair Park, and Lone Star).

In moderate markets, infrastructure investment generates value
that may eventually replace incentives, and private finance
districts and other sources may support infrastructure
investment.
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Project Framework & Key Findings
Context & Methodology

Market Analysis

Financial Analysis

Recommendations



Implications for San Antonio

The current incentives enable only the most Maintain current incentive

market-supportable projects to meet feasibility levels to ensure
tests.

development continues.

The current incentives exert little impact on the
feasibility of more challenging products (office
uses and concrete residential construction). Increase the size

and term of the

loan to enhance
Given the low impact of the loan product and

its associated implementation challenges, most
projects choose the higher value 380 and fee
waivers.

its impact.
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Implications for San Antonio

To incent catalytic anchor projects, including Provide enhanced

office uses and concrete construction, will incentives for desired

irei ti b d CCHIP.
require incentives beyon pI‘OdUCT fypes,

Infrastructure investment is an essential tool for
supporting new development, especially large-
scale transformative projects (like the Pearl

Brewery, HemisFair Park, and Lone Star). Advance

planned

In moderate markets, infrastructure investment mfrqs’rruc’rure
generates value that may eventually replace investment.
incentives, and private finance districts and

other sources may support infrastructure

investment.
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Suggested Next Steps

Continue Incentives.
Evaluate Progress every two (2) years.

Increase loan value of incentive packages to $7,000/unit in
Incentive Tiers; $12,000/unit in Core (Tier 1)

Provide special incentives for office development in the Core
(cash grants of the magnitude of 25% of project costs;
contributing public land/parking).

Complete street improvements and utilities upgrades in River
North per the River North Master Plan; invest in transit and
public realm improvements in Core.

Conduct a Center City zoning code review process to determine
if and where residential and office uses can be incentivized (and
hotel development limited).
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