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[. MARKET-AFFORDABLE HOUSING




INTRODUCTION

Market-Affordable Housing

Market-affordable housing strategies offer solutions to growing, small urban and rurally-based
businesses challenged by the need to attract and retain employees.

Market-affordable housing is a concept that embraces creative solutions for bridging marketplace
imbalances in the supply and demand of affordable employee housing. It involves processes that
accommodate participation by a mix of business and community partners in the provision of
affordable housing through strategies that are grounded in market principles, business objectives
and community needs. Market-affordable housing strategies focus on self-help, in-market
strategies as opposed to affordable housing solutions that rely heavily on government leadership
and financing.

The affordable housing challenge

Housing is of central importance to economic and social development. It is used as one of the levers
to encourage economic growth and social cohesion. For industry, labour force housing is critical to
success and growth. Atthe same time, housing is critical to community stability and development.
Simply put:

Unless employees can live in the community in which they work, employers will have
difficulty in meeting their staffing needs.1

Housing is generally considered the purview of the market place. However, the housing market can
be rather lumpy in different regions and communities where there is a gap between housing types
provided by the housing market and the needs of employers and the community. Situations arise in
which the housing market ceases to provide workable options for low and moderate income
households, and the public sector cannot afford to subsidize housing beyond the provision of
existing social housing programs. In these kinds of cases, there is a need for creative solutions to
ensure that all residents can continue to live and work in their communities.z This creative
challenge underpins the Market-Affordable Housing Tool Kit.

1 Smart Growth BC, 2008: p5.

2 Smart Growth BC, 2008: p2.



Tool Kit objectives

The following Market-Affordable Housing Tool Kit is primarily
for the use of businesses who are considering using housing as
a means to attract and retain employees. Economic
development agencies, such as Enterprise Regions, local
governments, affordable housing associations, developers, and
financial institutions will also find it of interest as many of the
issues and tools are cross-cutting in nature.

Business driven market-affordable housing goals have both
business and partnership objectives and tools. Therefore, this
manual includes both business-specific and partnership tools
that can be leveraged by business.

The emphasis is on achieving business objectives. The Tool Kit
presents tools as broad planning, business, policy, and
regulatory action instruments. The Tool Kit should be seen as
a supplement to the robust work that has been done on
affordable housing elsewhere.? There is a wealth of
information available to readers who wish to delve deeper into
the field or to assess specific concerns. The bibliography
provided at the end of the Tool Kit will be helpful in pointing
readers in the right direction.

Project origins

The idea for a market-affordable housing Tool Kit emerged
from discussions between the Prairie Innovation Enterprise

Partnership is considered a
Market-Affordable Housing
tool in its own right.
Partnership can take many
forms including a
community partnership, a
business-to-business
partnership and a public
private partnership (P3). It
is the objective of the
partnership to create scale
efficiently and effectively,
not the type of partnership
that is important.

Region (PIER), a regionally-based economic development organization based at Humboldt, in
Saskatchewan’s north central grain-belt; and Schulte Industries of Englefeld, Saskatchewan, an
established and growing machinery manufacturing firm. Both saw value in a Tool Kit that would
have broad application not only in the region served by PIER but also in other areas where
employee housing was an issue. The Government of Canada through the Rural Secretariat saw
value in this approach and has also contributed funding to make this online Tool Kit a reality.

Schulte Industries saw value in this approach as housing, while considered a market provided good,
is closely related to a business’s ability to attract and retain employees. In addition, rental and
ownership housing is a product of a network of actors including local governments, developers,
financial institutions, builders and of course the tenant or owner. The provision of employee

housing is complicated in more rural areas of Saskatchewan where the housing market is weak and
uneven.

The process has benefited from a methodology that involved the parallel construction of a market-
affordable housing business/action plan and a market-affordable housing Tool Kit that would have
a broader application. The housing business plan and the Tool Kit were built in an iterative process
with each informing the other during their construction.

3 See Canada Mortgage and Housing, various publications



Market-affordable housing strategies and tools, like housing development, are context sensitive.
Therefore, it is important to apply these tools and strategies in a manner that will best meet
business objectives. Doing this in an effective manner is a product of planning, analysis, and
judgment.

ORGANIZATION OF THE TOOL KIT

The Tool Kit is divided into two sections. The first section, I. Housing, provides general information
about housing markets. It offers readers a basic overview of how the housing market sector works
and is organized. The second section, II. Market-Affordable Housing Tool Kit provides the
practical steps and processes required to develop market-affordable housing strategies and
solutions. Readers who are reasonably well-versed in the workings of the housing market may
choose to skip section I and proceed directly to the Tool Kit in section II.



HOUSING

The framework is targeted at market-affordable housing for business employees.

This section provides some background in preparation for working with the Tool Kit that follows in
section II. It outlines various aspects of the housing market and sector. This will help the reader
identify focal points for business and community action.

AFFORDABLE HOUSING

Figure 1 provides a basic way to look at affordability. Affordability is an assessment of the
relationship between cost and capacity to pay. Affordability calculations are by their very nature
challenging as they are subject to numerous variables such as down payments, interest rates, credit
ratings, debt ratios and amortization periods along with different local housing contexts,
regulations etc.. Affordability will be discussed in more detail at the end of the Housing section.

Figure 1

Demand

® Purchasing
Capacity

Affordability
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HOUSING CONTINUUM

Housing is generally considered along a housing continuum like that in Table 1.
Non-market housing:

is not provided by the market

is rented or sold at a price not set by market forces

has direct government subsidies

is geared to independent living

can be provided and owned by government housing corporations, non-profit societies and

housing cooperatives

e includes social housing, supportive housing and other government-assisted housing for
special needs

e caninclude below-market ownership and rental housing

Market housing is:

e produced by the private sector in an absence of government subsidy, rental or purchase

restrictions.
Table 1
The Community Housing Continuum+*

Government Subsidized Housing Non-Market Housing Market Housing
Emergency Transitional | Social Affordable ' Affordable | Rental Homeownership
Shelters Housing Housing Rental Ownership | Housing

Housing
T —

While helpful in providing a level of understanding, the continuum can also add a degree of
confusion. This occurs because the categories appear to be water tight containers when in reality
there is overlap. This overlap is simply a product of definitions that are open to discussion and
interpretation, and an empirical reality that tends to defy watertight descriptions.5

A better way to consider the housing continuum is as a series of overlapping diagrams such as
Figure 2. The continuum remains but overlap is acknowledged without losing the conceptual value
of the continuum.

4 Canada Mortgage and Housing. 2010. “A Guide for Canadian Municipalities for the Development of a Housing
Action Plan”.

5 The housing sector is made up of numerous stakeholders, interests and tools that are in constant
construction and reconstruction. One can use various terms to describe this matrix such as nested or
networked. For the purposes of this Tool Kit networked will be used to describe this.

11




Figure 2

Government
assisted

MARKET-AFFORDABLE HOUSING

Market housing is supplied through a mix of market driven developers, mortgage financiers, and
builders. Demand is based on the willingness of renters and owners to enter into an exchange
relationship with landlords and developers.

This Tool Kit is about market-affordable housing so the term needs some elaboration.

Figure 3 shows the notion of market affordable as occupying the space between market housing on
one side and non-market on the other.

Figure 3

Market
affordable Housing

For the purposes of this Tool Kit market-affordable housing is distinguished by the following:

price is established in the market place

broad based housing sector partnerships are important to achieving objectives
market players develop and supply the housing stock

financial risk is shared

debt financing comes from market institutions

e government involvement is through the use of indirect instruments (guarantees, etc.)
e sector partnerships play a role in identification, allocation and delivery

e home owner participates in market driven housing value changes

o affordability gap is managed with market levers

12



¢ includes workforce and labour force housing

e notion of affordability is contingent on context

e strategic, operational, and financial control and management of market-affordable housing
can rest with locally controlled broad-based housing sector partnerships

HOUSING MARKET

Figure 4 identifies the primary components in a housing market. Itis instructive in that it identifies
supply and demand side components that affect affordability. The strategic question for the reader
is if some of these are challenges, opportunities, weaknesses or strengths how can they be
leveraged or alleviated.

Figure 4

Housing Markets

Supply

e Land and land-use planning

¢ Infrastructure

 Productivity

* Building materials

* Design

o Building industry
(organization of production
& delivery)

e Labour - skills

 Standards

o Capital

Demand

* Income

* Demographic conditions

 Rate of urbanization

* New household
formation

* Property rights regime

* Housing finance

o Fiscal policies

o Subsidies

* Macro-economic
conditions

6 Adapted from Claudio Acioly Jr.
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HOUSING AS PRODUCTION

Another way to look at market-affordable housing is to look at it from a sector point of view where
inputs such as land, materials, and technology are combined with labour and capital to produce a
product (see Figure 5). Alevel of demand and a related price is then reached when a transaction
occurs between home owners and renters and the housing supplier. This diagram also points to
potential areas for action as the price (affordability) is impacted by changes to the cost of inputs
and the efficient operation of production components.

Figure 5

* Owners
* Renters
* Finance

* Land
 Finance

* Building materials
* Technology
o Infrastructure

* Developers
* Builders

¢ Land owners
 Fiannce
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HOUSING DELIVERY STAGES?

Figure 6 identifies important dimensions of delivery for market-affordable housing. Each has an
institutional aspect along with various policy, regulatory, service, labour, materials and financing
components.

Figure 6

Approvals

Finance Land

Infrastructure, Municip

Building Materials al Services

Public
Labour Force Facilities, Community
Services

The OET OOET ¢ OOPDPI U OAAOI O EO A jwheke] ndsniNe appraacihor 1 AOC A
intervention from any single participant will solve the problem. Rather, the most effective changes are

likely to be incremental and will result from targeted strategies and policy initiatives which involve

partnerships across all levels of government as well as both the private and non-profit sectors and

which are focused on creating the conditions to contribute to new housing supply and improvements
ET AZEAEIOAAAE]I EOU8S

APPROVALS

Approvals are a significant regulatory component of the market-affordable housing field.
Regulatory Tools such as inclusionary zoning, mortgage regulations, and Official Community Plans
(OCPs) point to some of the potential authorization variables that impact market-affordable
housing. The time component of these approval processes can have a significant impact on the

7 Adapted from Claudio Acioly Jr.

8 City of Chilliwack. 2008. “Responding to Housing and Homelessness Needs”. P. 7.
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ability of the market to provide housing in an efficient, effective and timely manner. It also speaks
to the broader issue of excessive regulatory burdens where a rebalancing is required that takes into
account builders and developers building seasons and planning cycles.

Figure 7 identifies institutions that are important to market-affordable housing approvals.

Figure 7

_A—

pprovals

Boards, Commissions etc.

Types of Approvals

Each institution sets various policies and regulations (see Table 2 for some examples) that have
cost of production and demand side impacts. It can also be about speed of the approval process.
For example, it can take a substantial amount of time, and therefore money, to have a market-
affordable housing development approved. Where government grants or guarantees are involved
there can be another layer of plans, approvals, public consultations and reporting required. As well,
shortening process timing is one way that regulators can reduce the cost of market-affordable
housing. For example, some local governments put affordable housing approval applications
automatically to the front of the queue to reduce time delay related costs that can work to reduce
affordability.

Table 2
Government
e Utility rates eZoning Bylaw ¢ Official Community eEnvironmental
*Borrowing ability *Building Permits Plans Approvals
*Building codes eOccupancy Permits *Environmental
Approvals

16



LAND AND OWNERSHIP

Land and how it is dealt with is critical to market-affordable housing development. From a
development point of view, housing development starts with a scarcity (availability and access) of
land.®

Table 3 identifies two types of land ownership.

Table 3

Table 4 identifies types of tenure.

Table 4

Unrestricted Restricted

Leasehold Cooperative Deed Deed

Table 5 indicates there are a number of institutions involved in property ownership that impact
Table 5

market-affordable housing.
Charity
o Faith based
organizations

These institutions can deal with land in different manners. The implication is that an institution can
change the affordability equation by leveraging a type of tenure. For example, a non-profit dealing
with land in a land trust (freehold owned by the trust) can use a lease to impact the affordability

9 For developers and development, land selection and control is considered not only the start of housing
development but the primary bottleneck to its success.

17



relationship. As well, institutions (including businesses and local governments) can enhance
affordability by contributing land to a housing development.

For example, affordability can be supported on an ongoing basis by taking the cost of the land and
setting all or part of its cost to the side. This can be done through land trusts, restricted deeds and
leases (discussed in more detail later in the Tool Kit).

INFRASTRUCTURE AND MUNICIPAL SERVICES

As Table 6 demonstrates there are a number of institutions involved in the provision of municipal
infrastructure and services to market-affordable housing. How infrastructure is delivered has
consequences for the affordability of housing. This is readily apparent where negotiations occur
between the developer and the local government on who bears costs related to infrastructure. For
example, development cost charges (DCCs) typically become a cost passed on to the home owner.
This can be contentious as common and specific charges are bundled and passed on to an individual
homeowner.10

Table 6

Crown Corps Municipalities Developers Franchise

As well, there are questions as to the level of infrastructure provision such as road design, housing
setbacks, surface or underground storm sewer handling points to the importance of the institutions
and the Tools they use. Table 7 notes some of the infrastructure types and services.

Table 7

Utility
* Water supply
* Sewage
 Electricity

* Gas

Public

* Roads
 Lighting

* Sidewalks

* Storm sewer

Services

* Garbage collection

10 For example, DCCs can often cover amenities such as green space and recreational facilities, utility
infrastructure such as water and wastewater, and public infrastructure such as sidewalks, roads and street
lighting. Transparency of DCCs is important to achieving a well understood and amicable agreement.

18



PUBLIC FACILITIES AND COMMUNITY SERVICES

Public facilities and services, such as those listed in Table 8, are important to the viability of
market-affordable housing. The accessibility of facilities such as schools and hospitals speak to the
demand for market-affordable housing units and by extension a business’s ability to attract and
employees.

Table 8

Hospitals

LABOUR FORCE AND KNOWLEDGE

Table 9 highlights the housing labour force. The types of labour employed include intellectual,
skilled and manual.

Table 9

Designer

Tools here can include increasing the supply of the various skill sets. For example, a market-
affordable housing strategy could be to increase the number of student and apprenticeship spaces
in housing related skilled trades programs. A skilled housing work force is one of the challenges
that more rural geographies have. This challenge can be addressed to some degree by modular
design and building where up to 80% of onsite labour requirements can be eliminated.

BUILDING MATERIALS

The building material and services component includes aggregate, dimension lumber, concrete,
steel and building processes, see Table 10. An important market-affordable housing related
materials component is that of prefabricated and manufactured construction. This can take the

19



form of ready to move homes or stacked in place apartment designs. The value of this approach
relates in part to cost efficiencies that can be obtained with prefabricated housing.

Transportation

Dealer

Table 10

Wholesale

FINANCING

Manufacturer

Table 11 identifies the source of funds various financial institutions oversee. Some of these sources
are well understood-others less so. The market-affordable housing proponent should consider the
potential for using sources of local capital where the objective of their use is of benefit to both the

investor and the community.

Table 11

Individual
Savings

Institutional
and Public
Savings

International
Capital Markets

General
Revenues

The following financial institutions (Table 12) can be considered important to market-affordable

housing.

Table 12

Table 13

Mortgage
Insurers

Table 13 identifies some financial approaches common to financing market-affordable housing.

20



Table 14 identifies some of the uses for these approaches.

Table 14

Mortgage

Feasibility Land Aquisition Development Construction o First
¢ Second

Enterprise
(organization)

A market-affordable housing financial tool can be a mix of one or more of the institutions, sources
and applications. The reader should think of what innovative mix of institutions, services and uses
best meets objectives.

For example, the City of Saskatoon’s Equity Building Program assists households with a subsidized
interest rate down payment mortgage loan of 5% of the purchase price which must be re-paid over
a five year period. In effect, funding to cover the interest rate subsidy is drawn from general
revenues of the local government with the loan administered by the Affinity Credit Union. Risk, in
this case, is shared by the City and Credit Union.

AFFORDABILITY

Affordability is generally considered simply a product of income available to pay for suitable
housing. The assumption is that as the percentage of income spent on housing rises affordability is
reduced. For example, an expenditure of 30-32% or less of an employee’s before tax household
income on suitable housing is considered affordable. By extension, housing costs as they rise above
30-32% are considered to become less affordable.!!

For a business the question remains at what point These households often earn too much to
(income: housing cost) does affordability become an qualify for most housing subsidies, but
issue requiring action. It depends as a business needs not enough to afford a house or

to take inventory of the community or region’s income zs:irs?:a?s'se‘/\flor;l;fiorcsv}ﬁousrm% z;lsod -
levels, home prices, new construction costs etc. That spend more t}?an 383/0 of(;k?eier i(;lccoeme o
being said, there are some strategies available to housing cost.

construct basic guidelines.

Housing Supply Costs

First, housing supply costs need to be identified. This can be done by identifying (in a table, such as
Table 15), median or average sales prices and rents for housing by type.12

11 CMHC identifies 32% as the percentage one should not exceed for housing costs and 40% for overall debt
load. For more elaboration visit http://www.cmhc-schl.gc.ca/en/co/buho/buho 005.cfm. David Hulchanski
argues that setting affordability levels as arbitrary by definition. This Tool Kit sees them as best when
grounded in informed judgment.
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The point of this is that you need to identify what kind of market housing an employee can rent or
purchase at different income points. Employees who are unable to rent or buy suitable housing
might then be considered for inclusion in a market-affordable housing initiative. The total number
of employees affected by the income gap can then be converted into the total potential financial
cost.

Table 15

Mobile Homes

Apartments

Townhouses

Single Family Detached

Bachelor

1 zbedroom

2 Zbedroom

3 zbedroom

Affordability Levels

One can set a bar by calculating the annual income required to afford a median-priced home in the
community and or region. The challenge here is it assumes a balanced housing market that may
tend not to exist in areas of high growth and those that are more rural in nature. If a balanced
market does not exist a better place to start would be new construction costs.

12 Median sale prices may be better for comparative purposes but may not be readily available.
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For the Urban Land Institute, workforce affordable housing is housing that is affordable to
households of low, moderate and above moderate income in a range of 60 -120% of the median
income. For Dorchester County, workforce housing is defined as housing that is made affordable to
people who primarily earn 80-120 % of the region’s median income.!3 Median income is
considered a suitable basis for calculating housing affordability. One can then construct before tax
income categories around it.14

The calculation can be further refined. For example, in 2005 the median price of a home in the state
of California was $548,400. The annual income required to purchase that home was $133,390. But
the 2005 median income in California was $64,113; thus, to afford a median-priced home in the
state, a household would have to earn 208% of the state median income. In this case the state could
define workforce housing as housing that is affordable to households earning between 60 and
208% of the state median income.

In the case of Saskatchewan, the RBC Housing Trends and Affordability Report in early 2011
noted that in Saskatchewan a standard bungalow (1,200 square feet) cost $315,200 and condo
(900 square feet) cost $208,800 and required the household to have a before tax income of
$70,100 and $47,100 respectively.15

The next step in the process is to calculate what the price level (affordability) of housing is for a
range of income points. This provides a measuring stick for gauging what employees can afford.

Table 17 plots out maximum mortgages and monthly payments for 60%, 80%, 100% and 120% of
Saskatchewan median incomes. This is the same process you can use to calculate the level required
for your own employee support initiative.

13Dorchester County, South Carolina. Dorchester County has done significant work in the workforce housing
area. See http://www.dorchestercounty.net/

14 The median employee income is the income of the employee who is in the middle of those employees who
earn more and those who earn less. For example, if you had 141 employees and ranked them by their income
the 70t employee in the rankings income is the median income.

15 Hogue, Robert. 2011. “Housing Trends and Affordability”. RBC. A standard bungalow is used here simply as
an example.
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Table 17

Affordability Range as % of Gross Maximum Mortgage Monthly Mortgage
Median Income before Tax | Permitted given Payment or Rental
Income income.* Payment
Levels Maximum*
60% SK Median income $31,560 $111,000 $591
80% SK Median income $42,080 $213,375 $872

SK Two parent families with
children, one earner median $52,600 $216,000 $1,152
income 200816

120% SK Median income $62,400 $265,000 $1,414

* Assumptions: 5% interest rate; 30 year amortization; taxes $150/month; heating costs
$100/month; $0/month debt payments. Does not take into account mortgage insurance
costs, closing costs, and applicable taxes.

One can refine this calculation more by using median housing cost numbers. For example, taking
the Royal Bank $312,000 cost as the median number for a standard bungalow and the
Saskatchewan median income figure of $55,800 ($52,600 + 2% /year * 3 years for inflation). The
income required to purchase the $312,000 bungalow is $72,000. This represents 129% of median
income. Using the 60% as noted above the range for those requiring support would be those
employees with between 60% ($33,480) and 129% ($72,000) of median income.

The reader should keep in mind that Saskatchewan housing support programs use Maximum
Income Limits (MILs) in the $44,500 (singles and couples) - $52,000 (couples with dependents)
range to set an upper limit on some of its grant

programming.

With respect to maximum rental cost
With respect to rental cost for employees, the 30% of for employees, the 30% of gross
gross income before income tax affordability figure income before income tax figure

should apply here as well. Employees opting for rental should apply as well.

accommodation will likely do so because of factors
related to their stage of household formation.

16 This number is derived from the 2008 median income statistics ($52,600) for Saskatchewan for a family
with two parents and children and one wage earner.
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SUMMARY

Section [ demonstrated that there are a number of areas and strategies that lend themselves to Tool
Kit identification and construction. It also described how market-affordable housing strategies can
vary by kind and by degree. The Tool Kit that follows will identify those strategies that show
promise for practical application. The reader will need to keep in mind that the strategies provided
will need to be modified to best fit local circumstances.

The critical point is to have a degree of understanding of the housing sector in general and the
market-affordable housing sector in particular and then apply that information to your business’s
circumstances.
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II. MARKET-AFFORDABLE HOUSING TOOL KIT
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INTRODUCTION

This Tool Kit is built around two basic assumptions.

1. The Tool Kit was developed expressly for business. More specifically,
businesses motivated by market and community development imperatives to
take a leadership role in the success of market-affordable housing development.

2. Practical application of the Tool Kit methodology is a change process centered
on understanding and meeting market-affordable housing needs of business.

The panel on the right outlines a hypothetical business case that will be used to
help illustrate selected aspects of the Market-Affordable Housing Tool Kit that
follows.

This section of the Tool Kit begins with identifying some championing actions
and tools. Second, it singles out business/action planning Tools and related
strategies. Third, the Tool Kit then pinpoints Tools related to stakeholder
engagement. Fourth, the Tool Kit then isolates community partnership
approaches. Fifth, development planning is then considered. Finally, the Tool
Kit categorizes potential property management approaches.

Figure 8 shows those Tool Kit areas visually and also lists specific categories
touched on within each of the areas. As the reader will note, there is an arrow
that jumps from the business/action planning section to the Development
section. This arrow indicates that some businesses may not want to engage the
broader community in achieving
their related housing goals. The
arrow signifies that the business
can jump over those sections.

The Business/Action Planning
Section of the Tool Kit constitutes
the principal components of a
housing business plan.
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Potaschen Services Inc.

Potaschen is a mining
support services
business located in
Horizon a community
of 550 in central
Saskatchewan.
Potaschen repairs and
remanufactures
mining equipment
used in the mining of
potash. Based on its
business plan,
Potaschen is expecting
to hire 40 new
workers over the next
five to six years. 20
workers will be
newcomers to Canada
from South Asia while
the other 20 will be
recruited within
Canada. Itis expected
that only 4 workers
will be recruited from
the local labour force.



Figure 8 Tool Kit Overview

4. Partnership 5. Development

eThe champion's role ¢ Planning Background eldentifying key e Housing partnership ¢Housing ¢ Contract out
o Vision eBusiness planning  stakeholders development development oSelf managed
e Conceptual plan eEnvironmental scan ®Ad hoc steering e Guiding principles eDevelopment
eNeed and demand  Committee eTerms of reference ~ concept
assessment eSteering committee eMandate e Development team
*«SWOT mandate «Partnership strategic ®Feasibility
«Strategic Issues *Broadening out and busness *Need and demand
*Goals planning assessment
«Objectives ePlanning in brief *Market analysis
e Actions ¢ Organization e Site selection
« Affordability e Partnership tools . Finan.ci.all plan
« Affordability gap * Identifying tools (feasibility and
eEmployee selection * Partnership prOJe.ct viability)
o Strategic Tools approaches o .(Cfapltiﬂ p)Ian
«Financing «Selected specific easible
tools *Operating plan
eRevolving fund (viable)
*Shared equity «Securing
mortgages preliminary
elLand trust support
e Restricted price *Organization
eSecondary suites *Procurement
e Community model
*Development
process

The Tool Kit should not be followed in a rigid manner. It is built around the notion that businesses
will choose and adjust what fits their circumstances.

As the overarching arrow indicates, the section on Stakeholder Engagement and that of
Partnership can be simply reviewed by those who are interested in proceeding more directly
on their own.

In a number of places certain planning components need to be repeated. This is largely a function of
the objectives and level of the organization doing the planning.
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1.1 The Champion's

1.2 Vision 1.3 Conceptual Plan
Role

1. CHAMPIONING

Leadership means imagining, seeing and building a bridge to the future.

Leadership is about bringing others on board to share in the building. It is about championing a
vision and seeing it through. It is about bringing out the best in people and your vision. For the
leader, the journey, people and the vision are inseparable.

The effective leader becomes a housing champion for their )
business, employees and community. Champions

o ) ) ® inspire with dreams
Championing is central to the success of a business-driven

housing initiative. The champion is an individual, or small ® enable with actions

group, who actively promote, support and advocate the 7
business and community benefits of the initiative and the
business’s investment in it.17? They inspire with their dreams as they enable with their actions.

1.1 THE CHAMPION’S ROLE

The champion needs to be a leader in their organization. It helps if you are also the CEO, principal
owner or member of the executive team. The critical point here is that the champion either has or
needs to earn the agreement of the business’s leadership to move it forward.18 This is more likely
to occur if the champion is already a senior decision maker. It may be the case that the CEO assigns
this role to someone who has demonstrated leadership. The point is that either earned or
delegated legitimacy is in the end required, even if it is not there in the early stages.

17 The balance of this section will refer to a champion as an individual with the understanding that it can also
apply to a small group with a common vision. A small group (sometimes referred to as a “skunk works”) can
be more effective than an individual champion.

18 [f the business does not concur with pursuing market-affordable housing the champion may still take a role
but would do so as part of the broader community.
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The champion is a believer in the initiative’s goals and value. The champion advocates and
promotes the benefits of market-affordable-housing. This is done with institutions, organizations
and like thinking individuals. The aim is to ensure that local and regional stakeholders view
housing as important, strategic and necessary.

The champion’s role also involves roadblock removal. These roadblocks will vary depending on the
stage of the process. The champion needs to understand that this will occur and needs to
understand how to walk, run and vault from vision to action.

1.2 VISION

The initial work for the champion occurs within their business by bringing others on side with
where they want to go. Get buy in. Using existing work relationships and building new ones is
important to this process. The critical point here is to engage and lead.

The champion needs to identify the vision. It is important to be relatively clear about your
direction before moving forward. The vision should be about “the dream”. The champion needs to
conceptualize the vision - its goals objectives. These will be the talking points the champion uses to
move the initiative forward.

The steps here are baby steps, understanding and detail emerge later.

e Write, draw, photograph, role play your dream. Use the technique that provides the most
meaning to you of your vision.

e  Write out the who, what, where, when and why of the dream. The 5 Ws commonly used in
journalism, helps provide meaning and structure so that others can understand and be
engaged.

e  Write out the map for getting from here to your dream.

o Identify the actions required to start the process moving forward.

e Test out your concept on friends and colleagues to work out any soft spots.

1.3 CONCEPTUAL PLAN

At this stage of development the conceptual plan is necessarily straightforward and simple. It
should include:

a vision

a plan for engaging your business

your thinking on whether to engage the community or not
thoughts on developing a business/action housing plan
thoughts on developing employee housing
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2.2 Environmental 2.3 Strategic 2.4 Affordability 2.5 Strategic Tools

Scan Issues » Affordability Gap ¢ Revolving fund
¢Need and demand *Goals e Employee selection e Shared equity
2.1 Business assessment *Objectives mortgages
Planning *sSWoT * Actions eLand trust

e Restricted price
eSecondary suites
e Community

2. PLANNING

2.1 BUSINESS PLANNING

A strategic plan is done at the enterprise level and covers the whole business. Itis assumed that the
businesses using this Tool Kit have a strategic plan and employee housing is a strategic issue or
strategic goal that requires a targeted business plan to support its realization.1?

Figure 9 provides readers with an understanding of the relationships between the various plans
that follow. The strategic, enterprise, plan is at the highest level. The business plan follows a
strategic plan addressing the business (or a slice of the business as is the case in a housing business
plan) and then a development plan (a detailed plan on delivering a specific housing development).
Action plans are readily attached to strategic, business and development plans.

The housing business plan brings together important strategic and operational aspects to pursue
affordable employee housing. The plan will help define your business and community related
market-affordable housing goals.

19 As the reader will see later, strategic planning is fundamental to the success of a community partnership.
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Figure 9

Strategic

Business Development

A strategic plan is done at the enterprise level and covers the whole business. It is assumed that the
businesses using this Tool Kit have a strategic plan and employee housing is a strategic issue or
strategic goal that requires a targeted business plan to support its realization.20

20 As the reader will see later, strategic planning is fundamental to the success of a community partnership.
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2.2 ENVIRONMENTAL SCAN

Two broad Tools will help the business understand its housing environment. These are:

e the need and demand assessment
e Strengths, Weaknesses, Opportunities, Threats (SWOT) analysis

NEED AND DEMAND ASSESSMENT

The first order of building a housing business plan for your business is assessing need. There are a
number of components involved in this exercise.

The need and demand assessment is
fundamental to understanding
market-affordable-housing need and
demand and “selling” that demand to
a developer(s) or partners.

First, Appendix A has a Tool Kit for completing a broad housing
need and demand assessment. Review this framework and
decide on which components you need to action so that you
can provide additional data and structure to your housing
business plan. Itis comprehensive. A small business with
limited capacity should identify the components needed to get
the information it requires.

Second, Appendix B provides a copy of the business market-affordable housing needs survey
Tool. The survey is designed to help you identify your employee attraction and retention goals,
objectives and employee housing needs. It is also designed to help you gauge what level of
engagement your business wants to pursue with the broader community.

Third, you also need to assess basic needs requirements. Table 16 and Table 17 identify some of
the requirements.
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Table 16

Single parent entitled to own bedroom -_
Additional adult in household entitled to own bedroom -_

Two children of opposite sex where one is five years of age or
older are each entitled to their own bedroom

Table 17

Single adults or couples entitled to own bedroom -_

Senior couples with medical reasons not to share a room
are entitled to their own bedrooms

21 The following are the minimum occupancy standards set out by the Government of Canada. For
households with children or dependents (including couples in the third trimester of pregnancy)
should be assigned housing that meets the following parameters.
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SWOT

The Strengths, Weaknesses, Opportunities and Threats (SWOT) analysis helps the business identify
the housing challenges the business faces. More importantly, this process helps identify what the
business’s strategic housing issues are and what might be done about them.

Figure 10

r

eInternal to your
business

organization

eExternal to your
business (in your
organization's
environment)

)

Opportunities

Weaknesses

eInternal to your
business
organization

+External to your
business (in your
organization's
environment)

. J

The SWOT is done as a group exercise by the senior management team and is usually facilitated by
an outside or inside consultant. The following tables provide a Tool Kit to lead and then organize
the findings. They contain a few examples.
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Weaknesses

First, have your team look at the housing related strengths and weaknesses. Weaknesses are
internal to your business (organization). Itis expected that these will identify challenges with
respect to employee attraction and or retention. Use the following chart to plot them out.

Label the weakness

Describe the weakness

Potential strategy to address
weakness (what can be done
about it)

Example: Our employee
retention is lower than average

Our employee turnover rate is
too high and too costly

Develop a business plan to
examine

Strengths

Second, identify business strengths related to housing. Strengths are internal to your business

(organization).

Label the strength

Describe the strength

Potential strategy to leverage
strength

Example: Strong community
commitment

We have a strong commitment
to our community amongst our
employees

Encourage employees to be
involved in community
development
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Threats

Third, threatsAOA T OOOEAA j ET OEA AOOET AOOGBO Al OEOT I
Threat
Label the threat Describe the threat Potential strategy to address

threat

Example: The growing
economy

The growing economy is
increasing employee housing
costs

Encourage housing
development in our community

Opportunities
Fourthh | DD OC

Ol E

Label the opportunities

Describe the opportunities

Potential strategy to leverage
opportunity

Example: There are skills
training opportunities in our
region

There are two post secondary
institutions in our region

Start a dialogue with the post
secondary institution to see if
they would start a building
trades program
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2.3 STRATEGIC ISSUE

The strategic issue is about change. It points to changes in business behavior to address the
issue. For example, a strategic issue would read something like “how can we support our business
by empowering our employees to help them meet their housing needs and outcomes?”

A strategic issue related to housing may already be part of your business’s enterprise level strategic
plan or flow from one of the strategic plan’s goals quite readily. If this is the case, note the strategic
issue and then move to 2 below.

If not, the question to answer is:

1. Whatis (are) the housing related strategic issue(s) your business faces?
0 Our housing strategic issue is:

For example, the strategic issue could read how can we support our business by empowering our
employees to help them meet their housing needs and outcomes?

Next:

2. Add some flesh to the issue by describing it and how it relates to the needs analysis and
SWOT analysis.
3. Outline the outcomes for the business on having addressed the issue.

For example, the outcomes (targets) could be something like “we have increased employee
retention by 65% over six years.”

4. If we don’t address it how will it impact our business?

For example, “our business is challenged by our inability to attract new employees because of the
lack of market-affordable housing.”

GOALS, OBJECTIVES AND ACTIONS

One now needs to identify what needs to be achieved and how one is to achieve it. One does this by
identifying housing related goals, objectives and actions. Figure 11 provides a method for listing
and showing the relationship between the strategic issue goals, objectives and actions. The reader
needs to keep in mind that planning generally starts with ideas (goals) that are made more concrete
(objectives) and then actionable (actions).
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Figure 11

Strategic Issue

Goals

Objectives

Actions

Goals
Goals tend to be high level and:
e remain unchanged over time

e chartadirection
o describe qualities of the desired state

Identify your employee housing related goals. You will likely find that three or fewer goals are
enough to construct this part of the plan.

For example, a goal could be:

e “Fair and Equitable market-affordable housing Opportunities for All Our Employees”

Objectives

Objectives are the bridge between your housing goals and actions. Objectives are more specific and
measurable than goals. Your objectives are stronger if they are specific, measurable, achievable,
realistic and time bound (SMART).

The questions to ask of your objectives are:

e does the objective support the achievement of the goal
e does the objective articulate an outcome

e isthe objective easily understood and meaningful

e isthe objective measurable

There can be more than one objective under each goal and more than one action under each
objective. Table 18 below shows the above approach in a manner that can be filled out. An example
has been incorporated.
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Table 18

Strategic Issue: how can we support our business by empowering our employees to help them
meet their housing needs and outcomes?

Goal 1: Fair and Equitable
market-affordable housing
Opportunities for All Our
Employees

Objective 1.1: Adopt
a market-affordable
housing policy by
January 2012

Action 1.1.1:Conduct an employee
survey of housing needs

Action 1.1.2: Identify allocation criteria

Objective 1.2: Engage
the broader
community through a
regional partnership

Action 1.2.1: Engage the Enterprise
Region to support the initiative

Action 1.2.2: Call a meeting of
interested housing stakeholders
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Actions

Actions are where the rubber hits the road. Actions require an appropriate level of detail. They
also need to be detailed in a manner that allows for periodic reports on progress toward specific
objectives.

Table 19 provides some structure to allow a user to easily see that it is consistent with business
planning priorities and that everyone who needs to make use of it can.

Table 19

Goal 1: Market-affordable housing is available to our employees who need it

Objective 1.1: Adopt a market-affordable housing policy by January 2012

Action Step Staff responsibility | Time frame Funding Status

1.1.1: Conductan | Human Resources June 2011 NA Underway
employee survey
of housing needs
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2.4 AFFORDABILITY

AFFORDABILITY GAP IDENTIFICATION

As noted in the market-affordable-housing overview,
affordability is generally considered to simply be a
product of income available to pay for suitable
housing.

These households often earn too much to
qualify for most housing subsidies, but
not enough to afford a house or

o ) apartment. Workforce housing also
The assumption is that as the percentage of income B £ ilies who are forced t0

spent on housing rises, affordability is reduced. For spend more than 30% of their income on
example, an expenditure of 30% or less of an housing cost.

employee’s before tax household income on suitable

housing is considered affordable. By extension,

housing costs as they rise above 30% become less affordable.22

You need to use your best judgment to decide on the income point that works best for your
business to support the provision of market-affordable housing.

For a business the question remains at what point (income: housing cost) does affordability become
an issue requiring action. It depends; a business needs to take inventory of the community or
region’s income levels, home prices, new construction costs, etc. That being said, there are some
strategies available to construct basic guidelines.

Housing Supply Costs

Housing categories will depend on the needs of the business and employees. However, they will
generally fall into the following categories:

e Shared amenities housing
e Rental housing
e Ownership housing

Housing category and type will
depend on the needs of the business.

Housing types, including new or those refurbished to standards, can include designs such as:23

e Detached homes
e semi-detached town houses, row houses and apartments (condominium)
e secondary suites or garden homes

22 CMHC identifies 32% as the percentage one should not exceed for housing costs and 40% for overall debt
load. For more elaboration visit http://www.cmhc-schl.gc.ca/en/co/buho/buho 005.cfm

23 [n many communities where there has been little new construction, a number of the housing units
(including secondary suites, etc.) will require renovations and repairs to ensure that they meet building and
health standards.
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First, housing supply costs need to be identified. This can be done by identifying in a table, such as
Table 20 median or average sales prices and rents for housing by type.24

The point of this is that you need to identify what kind of market housing an employee can buy at
different income points. Employees who are unable to buy a suitable house are due consideration
for inclusion in a market-affordable housing initiative and the number of employees affected by the
income gap is converted into the potential financial cost.25

Table 20

Mobile Homes

Apartments

Townhouses

Single Family Detached

Bachelor

1 zbedroom

2 zbedroom

3 zbedroom

24 Median sale prices may be better for comparative purposes but may not be readily available.

25 Finding statistics for median rents and sales is not without its challenges. You can look to the Canadian
Real Estate Association at http://www.crea.ca/public/news stats/statistics.htm as well as CMHC at www.
CMHC.ca. Statistics Canada also has housing and household data by community. That being said, its data set
has its challenges.
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Affordability Levels

One can set a bar by calculating the annual income required to afford a median-priced home in the
community and or region. The challenge here is it assumes a balanced housing market that may
tend not to exist in areas of high growth and those that are more rural in nature. If a balanced
market does not exist, a better place to start would be new construction costs.

In other words, calculate what an employee could afford. Is there suitable housing supply in the
price affordable range of the employees within the identified range? The gap for those who earn
less represents the “affordability gap.” There may also be a gap because the market is uneven and
supply does not exist. In this case, the median supply price is best based on new construction costs
by type of housing (detached, stacked and so on).

For the Urban Land Institute, workforce affordable housing is housing that is affordable to
households of low, moderate and above moderate income in a range of 60 - 120% of the average
median income. Some consider 60% too low a base. For Dorchester County, workforce housing is
housing that is made affordable to people who primarily earn 80 - 120% of the region’s median
income.2¢6 Median income is considered a suitable basis for calculating housing affordability. One
can then construct before tax income categories around it.2”

One can also be more refined in its calculation. For example, in 2005 the median price of a home in
the state of California was $548,400. The annual income required to purchase that home was
$133,390. But the 2005 median income in California was $64,113; thus, to afford a median-priced
home in the state, a household would have to earn 208% of the state median income. In this case
the state could define workforce housing as housing that is affordable to households earning
between 60 and 208% of the state median income.

In the case of Saskatchewan, the RBC Housing Trends and Affordability Report in early 2011
noted that in Saskatchewan a standard bungalow (1,200 square feet) cost $315,200 and condo
(900 square feet) cost $208,800 and required the household to have a before tax income of
$70,100 and $47,100 respectively.28 Assuming a Saskatchewan median income of $55,000%%, a
household would have to have 127% of the median income to afford a standard bungalow.

The next step is to calculate what the price level (affordability) of housing for a range of income
points. This provides for a way to gauge what employees can afford. Table 21 plots out income
levels and then identifies maximum mortgages available based on this income point. The Table is a
sample as it should be done based on average mortgage rates and amortization periods at the time
of the assessment.

26 Dorchester County, South Carolina. Dorchester County has done significant work in the workforce housing
area. See http://www.dorchestercounty.net/

27 The median employee income is the income of the employee who is in the middle of those employees who
earn more and those who earn less. For example, if you had 141 employees and ranked them by their income
the 70t employee in the rankings income is the median income.

28 Hogue, Robert. 2011. “Housing Trends and Affordability”. RBC.

29 This number is derived from the 2008 median income statistics ($52,600) for Saskatchewan for a family
with two parents and children and one wage earner.
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Table 21

Number of

Employees
in Each
Income

Grouping

Median
Employee
Income

Gross Income
(before Income

Tax)

<$20,000
<$30,000

<$40,000

$47,000

<$50,000
<$60,000

<$70,000

<$100,000

Maximum Mortgage
Permitted given income.*

$52,000
$103,000

$153,000

$186,000

$203,000
$253,000
$302,000

$452,000

Monthly Mortgage Payment
at range maximum.*

$283
$550

$816

$1,003

$1,083
$1,350
$1,616

$2,416

* Assumptions: 5% interest rate; 30 year amortization; income at range
maximum; taxes $150/month; heating costs $100/month; $0/month debt
payments. Does not account for closing costs, insurance premiums,

applicable taxes

30 The CMHC mortgage affordability calculator was used to calculate mortgage maximums. See
http://www.cmhc-schl.gc.ca/en/co/buho/buho 005.cfm
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EMPLOYEE SELECTION PLAN AND ALLOCATION CRITERIA

To help ensure understanding and acceptance, the rating criteria and process should be
transparent and communicated to employees. It may also be the case that the business would see

this best conducted by an arm’s-length organization.

The assumption underlying selection being that those
with lower income points would score higher in criteria-
based ranking and fall within the group of those included
in the housing program.

The challenge is to build fairness into the criteria to
allocate housing (placing people in a queue) and to meet
the employee household income point at which the
business will support employee housing as was
established above.

[t is recommended that yes/no criteria and a rating scale
be established in order to qualify and rank applicants.

For simplicity and ease of communications, there should
be no more than 10 criteria (variables) and they should
all be weighted and rated. The weighting factor is a way
for the business to adjust (weight) individual criteria
relative to others in the table. The weighting should
reflect the level of importance of the criteria that are
related to business employee housing goals and employee
need. See Table 20 for an example of how these criteria
would function. It lists sample criteria.
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The business may prefer to
have housing applications
adjudicated by a third party
(potentially the regional
housing partnership as
described in the Partnership
section of the Tool Kit).
This has the benefit of
putting adjudication in the
hands of an organization
with greater experience and
expertise and blunting some
of the potential criticism
around allocation.



Table 22

Criteria Base Formula Weighting3! | Rating

Affordability Employee before tax Income = 100%
Employee before tax income:

< 40% of median income = 10 points
< 50% of median income = 8 Points
< 60% of median income = 6 points
< 80% of median income = 4

< 90% of median income - 2

< 100% median income = 1 point

> Median income = 0 points

Commute Location from employment
distance
Commuting distance in kms:
> 100kms = 10 points

> 90kms = 9 points

> 80 kms = 8 points

Household Household
Single parent (5) with children (1 point each child)

Cohabitating couple (3) with children (1 point each
child)

Two adults who are not married or cohabitating (3)
children (1 point each child each)

Strategic Strategic importance of position to business (out of

31 The weighting is a means to rank strategic priorities to the rating. For example, if income was considered a
relatively high strategic consideration one would provide a relatively high weighting, such as 8, 9, or 10.
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10)

Business

Attraction or Retention out of 10

Current Housing
Status
(adequacy, need,
etc.)

Need (housing, health) out of 10

2(current rooms - rooms required) = points

1(accommodations age) = points (up to 10)

Rental % of housing annual rent over 30% of before tax

Affordability income. 1 point for every 1% above 30% up to 10
points

Adequate Adequate market-affordable housing supply in

housing supply community (10 - vacancy rate)

Other

Total
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2.5 STRATEGIC TOOLS

The question of how to address the financial aspect of the market-affordable housing goals and
objectives depends on what has been identified as the level of need, financial support allocated and
the best way to expend these resources to achieve the

business’s objectives.

The level of financial support is linked to the number and type It is also the case that a

of employees that will be targeted and over what time period. business will IOOkaF a

As noted previously, targeting is achieved by identifying what \ ) )

constitutes need and affordability. This is then used to help financial mechanism to flow
calculate what the affordability gap would cost (in general its emp onee housin g fu ndin g

terms) to provide new market-affordable housing for those
who would potentially qualify and apply for the housing. The
next step is to decide on the Market-Affordable Housing Tool(s)
that would be used.

through.

Demand side employer tools can take the form of:32

e subsidies
e grants
e Jloans

Supply side employer tools can take the form of:

e land (donate or sell)
e investment (partnerships including community partnerships)
o financing (feasibility, development, construction)

Some argue that a central strategic objective for workforce housing is that which will preserve
affordability over time. To keep affordability sustainable, rental unit rents could be based on
income and homeownership units could draw from shared equity models (shared equity second
mortgages, deed restrictions, limited equity cooperatives and community land trusts).33

32 Lincoln County, Oregon.

33 Monroe County, Florida.
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FINANCING AFFORDABILITY

Figure 12 identifies where different approaches to financing are likely to be required.

Depending on how it is structured, the business’s financial allocation can be leveraged to access
additional resources from financial institutions such as banks and credit unions.

It is likely the case that the business will need to shoulder more of the ongoing financial risk when it
comes to shared amenities and apartment or townhouse style rental units.3¢ Capital and operating
financial risk for rental units may be shared at best and would need to be negotiated if someone
other than the business owned the property.35 It may be a better solution to contract with a non-
profit partnership to design, build and then operate it.3¢ In this case, rents could be subsidized and
adjusted based on identified criteria and weightings. The business could also consider rent-to-own
solutions where the unit type and its supply fit this approach.

Once you have decided on the number and type of units you will support and to what degree, you
can now move to finance their building -- directly or through other financing means.

Figure 12

Shared
Amenities $

2

Funding
Tools

There are a number of Market-Affordable Housing Tools.

34 As noted elsewhere, property management is best contracted out.

35 This is largely a function of the use being designated by the business. This may be overcome at least
partially if a community non-profit was able to access government guarantees for this type of rental units.

36 As the reader will note throughout, the question of choice between using a private sector or non-profit
partner is a strategic one. Business should choose the partner that best meets their strategic, business and
operational housing objectives. Business should consider partners that bring experience and capacity to the
table.
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RENTAL AND SHARED AMENITIES

Rental subsidies are the obvious means for improving the affordability of rental housing. This can
take the form of:

1. adirect monthly subsidy providing, in effect, income support.

2. support can be provided through the provision of rental housing supply that is then rented
at affordable levels. This rental supply is often operated by a non-profit housing provider,
who also provides housing education and counseling.3”

OWNERSHIP FINANCING ASSISTANCE

For ownership housing for example, the University of British Columbia provides two approaches to
help house employees.38

1. Down payment assistance: this option provides a lump sum forgivable, interest-free loan
of up to $45,000 for a period of five years. In this approach, a portion of the assistance is
forgiven each year up to year five at which point the total amount has been forgiven. This
approach has some benefits as it ties the benefits to continued employment over time.

2. Mortgage interest assistance: This option provides interest assistance of up to $50,000
over a five year period.

These options are administered through UBC’s Treasury Branch. As noted elsewhere, your
business may want to look to a partner to administer the program.

The point here is that reduction of the monthly costs to the homeowner improves affordability.
This can be done on an upfront basis where a portion of the original cost is in effect set aside. As
well, ongoing subsidies can also have the same effect. The implications of each approach are
different as one is an upfront expenditure while the other is an annual operating cost.

The City of Saskatoon has the Equity Building Program which is targeted primarily at housing
accessibility as opposed to affordability. It is for households earning $44,500 to $70,000 per year.
It provides for an interest reduced loan to households who cannot assemble a down payment to
purchase a house. It is a partnership between the City and Affinity Credit Union where the loan risk
is shared 2/3 and 1/3 respectively. It is recognized by CMHC and Genworth for mortgage insurance
purposes.

One needs to keep in mind that mortgage insurance entails an increased cost, and a corresponding
decrease in affordability, for the owner. However, it incorporates a level of credit worthiness due
diligence and credit loss protection that helps reduce loan risk.

37 Lincoln County. “Workforce Housing Toolkit”.

38 See http://www.treasury.ubc.ca/employee-housing-program/what-are-the-benefits/ for more detail on

these programs.
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COMMUNITY/REGIONAL BASED HOUSING REVOLVING FUND3°

Grants and subsidies are obvious and direct market-affordable housing tools. The question of
achieving financial management scale remains.

The strategy mapped out here is a community/regional revolving fund approach that speaks to
a business’s goal to work through a financial mechanism and a community housing partnership
process.

There is a strong strategic case for this approach (depending on business’s strategic objectives),
based on the structure of the housing sector in more rural areas and the need for scale and
community based housing capacity in terms of financial and management capacity and expert
knowledge.

A revolving fund could be established to help support the development, acquisition and retention of
market-affordable housing for businesses in the region. The fund would provide a flexible
mechanism for leveraging equity investment by businesses, various levels of government,
community organizations and individuals. The fund would also provide for ongoing financial
support to market-affordable housing development as money flows out into housing in the form of
equity and or loans and then back when the equity is recaptured or the loans are repaid.4® This
fund could be managed by a non-profit community housing development organization.

Contributions to the revolving fund can be varied and come from a number of sources. These could
include:

e Business

e provide funds directly to the non-profit to help underwrite shared appreciation second
mortgages or deed restricted housing to its employees

o Developers

e provide “funds” to support as part of a flow through

e Government (Federal and Provincial)

¢ would have a role in model development, mortgage insurance and guarantees

e seed funding and act as an incubator to grow capacity

Strategic Aspects:

e Tied business contributions: contributions would be tied to particular communities and
employees.

39 The reader can look to the Home Ownership Alternatives Non-Profit Corporation Tool Kit for Affordable
Ownership Housing Development for a sample revolving fund corporation document set up by a municipal
government.

40 The non-profit can look to the revolving fund established by the Home Owners Alternatives
(HOA) organization in Toronto as an example. Home Buy Direct in the United Kingdom provides a
government run version of the shared equity approach.

52



e Debt financing could be sourced from existing financial institutions such as local banks and
credit unions

e First mortgages: for home purchasers would be from existing mortgage lenders and
purchasers would be subject to the lenders due diligence.

e Zero percent down: consideration could be given to zero down second mortgages for
employees. For example, the Mortgage Flexibilities Program in Saskatoon has a 0% down
payment and relies on lender approval due diligence, mortgage insurance, and owner
education to offset risk.4

e Mortgage Insurance: a 25% deferred capture second mortgage may negate mortgage
insurance requirements. The question as to the level of the down payment should be
considered as a function of affordability for the prospective owner and the risk tolerance of
the provider.

o Affordability over time: When the home is sold the second mortgage principal would flow
to the revolving fund.+

e Industry & Housing Partnership Win-Win: this model is a valuable Tool for providing long-
term sustainable support to the revolving fund from business. Business would provide
revolving fund equity or low interest loans to the revolving fund that would be tied to the
provision of market-affordable housing that meets their employee attraction and retention
goals. When the home is sold the second mortgage principal and equity appreciation would
flow back to the revolving fund.

e Non-profits would be business’s partner in that the housing non-profit would manage the
process for receiving, reviewing and evaluating applications made through the fund.+

e (lear and responsible governance and administration of fund.

SHARED EQUITY HOMEOWNERSHIP

Shared equity affordable homeownership is a demand side strategy targeted at enhancing
affordable household ownership. Affordability is enhanced as a fund carries a portion of the initial
ownership costs as equity.

Affordability carries on through a revolving fund. The equity contribution to the revolving fund
is tied to a business’s employee housing in a particular community. Affordability is carried forward
by recaptured funds upon the sale of the home (equity sharing agreements established when the
home was initially purchased by the home owner).

41 One needs to keep in mind that the Saskatoon program is targeted at supported ownership
housing with provincially established Maximum Income limits (MILs) in the $44,500 (singles and
couples) - $52,000 (couples with dependents) range, as opposed to market-affordable-housing.
42 The policy question for municipalities would be at what income level this not applies.

43 This will be done on a contract basis with businesses that have provided tied funds.

53



LAND TRUST#4

One of the strategies to support the supply and affordability of market-affordable housing is the
identification and setting aside of land in trust for market-affordable housing. This land can be
purchased and or donated. This can be land that is presently underutilized and owned by the
municipality or owned by another institution. For example, some communities may have lots that
have been fully or partially serviced but remain undeveloped and unsold. These could be bought by
a business and transferred for the purposes of development

The critical issue here is that the land is acquired at below market value or cost, in the case of
serviced lots.

The land ownership, instead of being transferred, is leased directly or indirectly through a non-
profit acting as the business’s agent. The objective is to reduce the supply cost of land. Itis
designated as leased land and enhances housing affordability by taking a portion of the housing
value out of the equation. By way of example, Potaschen Ltd. funded the provision of roads, water
and wastewater infrastructure in a 20 lot subdivision. The land, by agreement with the local
government was placed in trust administered by the local housing non-profit. Housing was built
and the houses were sold to employees which were on land that was leased for 99 years. The land
lease rates were set at a level that supported affordability.

The owners of homes under this model lease rather than own the land the house is on.

RESALE PRICE RESTRICTED (RESTRICTED DEED)

Price restriction is established by registering the restriction on the title.

For business, this Tool has potential for ensuring housing affordability for employees over time.
That is, the capital is put into specific housing units in a community that are affordable for
employees. Owners (employees or retirees) would benefit from an increase in the home value as a
product of market or CPI increases.

Ongoing, affordability is achieved by tying the resale to a percentage of the market price or a
percentage of market appreciation or cost rises (CPI).

Restricted deed approaches are challenged by high transaction costs and formulas for resale that
can be a challenge to construct. For example, a business that has its property in a thin housing
market may have to look to a surrounding city for a market it could use as a proxy for its resale
formula. However, the market proxy may have little relationship to the community’s housing prices
and require readjustment of the base housing cost to a new employee.

Keep in mind that for effective communications and transparency, restricted deed properties for
employees must have a sound rating and ranking process that is transparent and easily understood.

44 See Davis pp. 18-23 for greater detail.
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SECONDARY SUITES AND DETACHED ACCESSORY UNITS

Secondary suite rental can be a good housing option for employee rental housing. It may be ideally
suited housing for single and newcomer employees who have not yet acquired the comfort,
knowledge or the financial history to move into an ownership situation.

Secondary rental suites are generally within a detached home and are self- contained units.
However, they can also be over a garage or can take the form of a detached accessory unit on the
property. They tend not to disrupt the character of an existing community and can provide existing
homeowners with additional sources of income and housing opportunities for aging parents. There
benefit can be widespread as they can be the most inexpensive way to increase affordable rental
housing.

Business need could drive funding to a community minded developer or builder, or community
non-profit that would then fund retrofitting or constructing secondary suites and accessory units in
a community. This is one way that business can support affordable rental housing for its employees
while managing its capital and operational risk. It may also be a way that housing can be brought
online quickly without having to wait for new construction.

For example, retrofit construction loans could be provided to suite developers with a portion of the
loan forgivable over time. Employees having a first right of refusal at a set rate for a set period and
then if not rented opened up to market.

PARTNERSHIP ENGAGEMENT

An important step in developing your vision is deciding on what level of partnership engagement, if
any, will be part of your housing initiative. Are you interested in going it alone, partnering with
other businesses and stakeholders or engaging the larger

community on a local or regional level? The type and level of stakeholder

The level and type of housing partnership the business wants (partner) engagement is a function
to engage in points to a fundamental Market-Affordable of business objectives.
Housing Tool choice for the business. This choice is one of

doing housing independently (no partnership), engaging a

limited set of like partners, or engaging the larger community. Businesses that are located in more
rural areas may see partnerships as an especially appropriate means to deliver on their objectives.
Knowledge and scale may not be easily accessible for the business and partnership is one means to
provide scale locally through networked knowledge and capacity. The business should keep in

mind that while greater rewards can accrue through partnership, the complexity of decision making
also increases.

Businesses may have the scale and capacity to deliver on housing independently of bringing in the
broader community. Nevertheless, many businesses are unlikely to see housing as an appropriate
“line of business” and will look to other businesses or community groups to help deliver affordable
employee housing. Others will see employee housing needs as an opportunity to leverage their
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business interests along with those of the broader community to deliver on market-affordable
housing development.

If the latter approach is chosen, a coalition of partners needs to be identified to help achieve
success. How this is done is discussed more thoroughly in the Community Engagement section.

The type and level of stakeholder (partner) engagement is a function of identified business
objectives.

These objectives can include:

¢ need for scale to meet identified need
0 manage cost per unit
0 attract developers by aggregating demand
0 provide for independent adjudication of employee housing applications
e timelines for meeting need
e community development imperatives
e availability of suitable partners (other businesses)
e financial capacity
e risk aversion to independent action
o level of property management capability in the community
e tolerance of complexity
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3.2 Ad Hoc Steering
3.1 Identifying key Committee

stakeholders 3.3 Broadening out

e Steering Committee

3. ENGAGING STAKEHOLDERS

There has been a great deal written about stakeholder and community engagement. The reader
should look to the sources identified in the accompanying citation for additional information as
there are a great many ways to accomplish engagement.45

One question that the champion(s) and the business will have
answered by now is what level and degree of stakeholder and
community engagement is required to achieve success.

For those businesses who are
interested in proceeding on their
own, the section on Stakeholder

First, a business may see limited need to engage other Engagement can simply be
stakeholders or the community more generally because of
either the scale of the housing project (very small or perhaps
very large) or because of the limited impact of the housing on
wider communities. In this case, they should proceed to the
section on Development. 7

reviewed or they can go directly to
the sections on development,
construction and management.

J

Second, a business may only see a limited need for partnering to help deliver on market-affordable
housing objectives. For example, the business may engage a limited number of other businesses
who have the same objectives. Collectively, they can aggregate need to a level where a developer
could be engaged to deliver the housing.

Third, a business may see housing as important to their success but also important to their
community and region’s success, requiring a broader community development approach.

Most businesses like to stay focused on what they are good at and would see employee market-
affordable housing as important and worthy of support but not something they would consider
themselves expert in. Therefore, they look to engage the broader community.

45 See Saskatchewan Chamber of Commerce.
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The business, with respect to the limited partnership and community engagement partnership
approaches, may not do this engagement itself. For example, the champion may have an ally in an
organization such as an Enterprise Region who sees value to taking on an incubator role in
engaging a limited group of stakeholders or the broader community in the pursuit of market-
affordable housing. This possibility should not be discounted as the Enterprise Region has an
established economic development role, legitimacy, and potential capacity to move the initiative
forward in the community.46

3.1 IDENTIFYING KEY STAKEHOLDERS

Key stakeholders are central to achieving market-affordable housing goals and objectives.
Stakeholders have a claim and interest in the market-affordable housing sector. Stakeholders are
those who:

e have similar business interests

o have expertise, capacity and social capital in the market-affordable housing sector
e because of common or similar interests support the initiative

e are community leaders and decision-makers.

The challenge is how to identify which organizations and individuals are critical to moving market-
affordable housing forward. You can look to the following organizations for potential key
individuals to engage:

business

government sector

non-profit housing sector

development sector

regional economic development organizations
financial sector

real estate sector

e community development organizations

One should also consider individuals who may not be part of one of these organizations but do have
broad financial, planning and management experience.

You can further identify which organizations and individuals are critical to a steering committee by
plotting stakeholders on the following stakeholder map, Figure 13 Stakeholder Map. The map is
divided by primary, secondary, and tertiary level.

46 The reader will need to keep in mind though that the enterprise regions have a regional economic
development role that can include economic development related housing.
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Figure 13 Stakeholder Map

Secondary

XY
Developer

Community
Association

The map helps identify not only stakeholder organizations but also their importance relative to the
initiative.

You can further define how stakeholders might be involved by identifying where and when they
may best be engaged. The critical issue here is who can help move the process forward so that the
business can achieve its objectives.
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3.2 AD HOC STEERING COMMITTEE

You now have a list of key stakeholders that need to be brought on board to help identify common
purpose and then achieve market-affordable housing objectives. To do this an ad-hoc steering
committee can be formed. The steering committee is likely to form the core of the housing
committee partnership to follow so one needs to engage those who have experience and interest in
market-affordable housing, community building, well run businesses and community organizations.

Key stakeholders need to be invited to have a discussion about market-affordable housing, forming
a steering committee, community engagement, and moving the process forward. The steering
committee:

e need not be large and should range from three to five members
e has alimited shelf-life and is dissolved when the partnership elects its interim or
permanent board

The Steering Committee’s role is to guide and support the process. Therefore, it needs to have a
general idea as to what should be accomplished. That being said, by keeping the direction at a
general level other stakeholders will see a role for their input and the outcomes will be deemed
more legitimate by the community.

STEERING COMMITTEE MANDATE

The Steering Committee first needs to meet and agree on what its goals are and the process it
will pursue to engage the community. The goals and objectives discussion can start with those
broadly identified during the championing and business planning stage. The important point here
is that these will tend to be specific to the business and need to be broadened out to include more
general goals and objectives that the committee members share and what the community will want
to pursue.

The committee’s mandate or purpose is to help provide organizational form to the community’s
market-affordable housing goals and objectives. It will do this by establishing a market-affordable
housing partnership.

A draft mandate is provided below. The draft mandate is the organization’s basis for providing
value by members and the public. It identifies the organizational requirements and expectations.

The reader needs to keep in mind that the mandate needs to be adopted formally by the organization
once it is legally established. Therefore, the mandate that follows is to best be considered a draft, for
discussion with the steering committee.

Sample Mandate

The mandate of the market-affordable housing Partnership is to:
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e establish a non-profit market-affordable housing partnership that:

(0]
(0]

(0]

provides strategic and business planning for regional market-affordable housing
brings forward market-affordable housing policy, goals, objectives, actions,
engagement and process recommendations
develops and manages rental and ownership market-affordable housing property;
has financial capacity including:

A a market-affordable housing revolving fund

A development, building, financing

A supports targeted developments tied to industry and local government

(community) contributions

e has management capacity including:

(0]

O O 0O 0o

experience in housing related community economic development and leadership
marketing, organizational development, property and financial management
risk management expertise

a good understanding of the housing sector

supports housing that supports business employee attraction and retention
ability to provide an educational function

3.3 BROADENING OUT (NEXT STEPS)

The committee will need to call a more general meeting of interested market-affordable housing
stakeholders. The potential invitees were identified earlier.

Meeting objectives are to:

e bring stakeholders together

e discuss and identify solutions, strategies to inform policy design

e discuss next steps (building on the momentum in the communities created by the
facilitation process)
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4. Partnership

4.2 Housing 4.3 Partnership 4.4 Partnership tools
Partnership strategic and business «Identifying tools

4.1 Concept Development planning « Partnership approaches
* Guiding principles e Planning in brief *Selected tools
eTerms of reference ¢ Organization
¢ Mandate

4. PARTNERSHIP

4.1 CONCEPT

This Tool Kit is directed at helping business understand how to meet its housing needs. The
following discussion is intended to help businesses understand
what the new partnership organization needs to do to be ..
successful. Clarification of a partnership at this point may be A partnersth Isan
helpful. Simply, a partnership is an organizational tool to organizationa[ tool to
achieve objectives. It can have any number of partners that vary
by type (business, local government, regulator, developer,
builder, financier and so on). Itis also true, partners are self
interested by definition. However, this does not mean partners’
goals are incompatible.

achieve objectives.

There can be business to business partnerships such as where like-minded businesses group
together to achieve a housing outcome. The partnership could also be a public-private-partnership
(P3). This is where businesses and government partner to
deliver an outcome. The partnership is a vehicle to achieve
business and community objectives.

Identify regional housing

Affordable housing development is best delivered through a needs, capacity, solutions, site
partnership approach as the sector is composed of numerous Y - . .
stakeholders with common and varying interests and avallablllty, allgn initiatives,
expertise.*’” One of the challenges is how to provide a market- and build a business case.
affordable housing vision that can be realized. Scale and

47 A partnership approach will help develop some economies of scale that would not be achievable
otherwise. As the cost per door goes down, with more units being constructed, the units will
become more affordable and the project more feasible. As well, small communities on their own
are unlikely to have the social capital required to deliver on their affordable housing objectives.
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capacity are critical. Partnership enables partners with similar objectives to pool their
requirements and skills. A regional approach is important as scale and legitimacy are required.
The experience in the United States has shown that stakeholders who have been able to cooperate
regionally on housing have greater success in creating and maintaining market-affordable housing
over time.*8

The market-affordable housing sector is made up of a varied group of governments, non-profits,
private sector actors and economic development agencies pursuing common and individual goals.
Partnership is fundamental to market-affordable housing success and an organization is needed
that can span the full scope of the sector.#? The organization is best driven by the strategic goals of
the