=
-

-

I

.

»

-

-

-s-..l .~

L3
-

Metro TOD Program

Prepared for Metro



About this report

This report was prepared by the Center for Transit-Oriented Development with
Nelson\Nygaard Consulting Associates for the Metro TOD Program in Port-
land, OR.

The Center for Transit-Oriented Development (CTOD) is the only national
nonprofit effort dedicated to providing best practices, research and tools to sup-
port market-based transit-oriented development. CTOD partners with both the
public and private market sectors to strategize about ways to encourage the de-
velopment of high performing communities around transit stations and to build
transit systems that maximize development potential. CTOD works to integrate
local and regional planning, generate new tools for economic development, real
estate and investment issues, improve affordability and livability for all members
of the community, and respond to imperatives for climate change and sustain-
ability. The Center for TOD is a partnership of Reconnecting America (www.
reconnectingamerica.org), the Center for Neighborhood Technology (www.
cnt.org), and Strategic Economics (www.strategiceconomics.com). For more

information visit CTOD’s website at www.ctod.org.

Nelson\Nygaard Consulting Associates Inc., headquartered in San Fran-
cisco California, is distinguished by its commitment to planning transportation
systems and identifying mobility improvements that help build and support
vibrant, sustainable communities. A fully multi-modal approach, drawn from the
real wotld experiences of industry specialists, is a hallmark of every Nelson\
Nygaard project. Covering all modes of transportation, we specialize in transit,
transit oriented development, accessibility and tools that balance the needs of

each mode. www.nelsonnygaard.com
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l. Introduction

The Portland region has a successful history at achieving transit-oriented develop-
ment and compact growth. It continues to outperform many of its peer regions
when it comes to connecting jobs to transit, promoting alternative modes of
transportation beyond the car, and promoting successful new compact develop-

ment.

But, there is room for improvement throughout the region as a whole. Many
areas outside of central Portland have not been able to generate momentum for
infill and higher-density development and the creation of more walkable, livable
neighborhoods. New development near transit and amenity-rich walkable com-
munities remain priced out of reach for many households. Thus, the combined
cost of housing and transportation burdens many families, and particularly low-
and moderate-income families. Vehicle miles of travel (VMT) and greenhouse gas
(GHG) emissions from transportation continue to be key environmental chal-
lenges in the region. The Metro TOD Program fills a critical gap in addressing
these challenges, but it will never be the only responsible entity promoting this

type of regional transformation.

This Strategic Plan is designed to guide future investments by the Metro TOD
Program, in order to ensure the program maximizes the opportunities for catalyz-
ing transit-oriented development throughout the region and effectively leverages
additional resources to comprehensively advance TOD in all station areas and

frequent bus corridors.
This plan contains the following components:

* An evaluation of regional existing conditions influencing the ability of TOD

as a strategy to achieve Metro’s 2040 Growth Concept goals.

* A typology framework that classifies station areas and corridors based on

their “TOD readiness.”
* Guidelines for phasing of TOD Program activities based on this typology.

* Discussion of potential future activities for the program, and funding strate-

gies to support them.

About the TOD Program

Metro’s Transit-Oriented Development Program serves a unique and critical
implementation-based role that is unmatched in other regions around the country.
The TOD Program is designed to provide incentives, primarily in the form of
modest funding grants, to private developers to build higher-density, mixed-use
projects located near transit. The program is structured to encourage projects
that “push the envelope” in terms of density or building type, acknowledging
that these projects are often more expensive to build or carry additional risk. The

Program’s strategies for maximizing TOD potential include:

¢ Contributing to local identity through multi-year investments in catalyst proj-

ects and place-making elements.

* Creating market comparables for higher-density mixed-use development near

transit and in centers.

* Cultivating developers with expertise in higher-density and mixed-use devel-

opment in suburban settings.

¢ Building community acceptance of urban style building types in suburban

communities.



Current Program Activities

The TOD Program implements these strategies through a series of existing ac-
tivities that include direct investment in development projects, limited acquisition
and banking of property near transit, supporting the addition of neighborhood
amenities or “Urban Living Infrastructure” and providing education and outreach
to local jurisdictions, developers, and citizens throughout the region. The activi-
ties of the TOD Program are complemented by the activities of Metro’s De-
velopment Center which typically focuses on the region’s downtowns and main
streets. Figure 1 outlines the various activities and grant programs in detail, the
scale of the program and its funding source(s). Activities are listed in the de-
scending order of level of investment, with those activities which have received

the most TOD Program resources listed first.

Project Evaluation

Selection of projects and decision-making around distribution of funding to in-
dividual projects is a key component of program effectiveness. The program uses
a spreadsheet model as a primary tool to assess applicant project cost effective-
ness and financial need. The model is not the sole consideration used by staff to
develop recommendations for project funding, but program history shows that
model outputs have been the most important guide in determining actual funding
allocations to private developers and also provides a key data source for measus-
ing program success. Results from the model are considered along with other cri-
teria and presented as part of staff’s recommendation to the program’s Steering

Committee and Metro Council when approving projects and funding amounts.

Metro’s model is currently set up to make two primary calculations, the lower of

which serves as a maximum project subsidy:

1. A calculation of the total cost premium associated with achieving higher
density and/or mixed-use development. These include, but are not limited
to, the cost of structured or tuck-under parking; costs related to elements
of mixed-use development, such as firewall separation; and higher con-
struction costs associated with taller buildings (e.g., elevators, structural

systems, fire sprinkler systems, or more expensive building materials).

2. A calculation of the benefit associated with additional transit use, and
specifically the incremental transit revenue associated with a project’s
higher density and/or mix of uses. The model calculates a maximum proj-
ect subsidy based on the net present value of additional transit revenue
associated with increased ridership over a 30-year period. Specifically, the

model computes:

* The estimated number of new transit trips made per day (“induced

ridership”)
* The cost per trip (Metro’s investment divided by induced trips)

* The net present value dollar amount of transit fares over 30 years as a

result of the project (“capitalized fare box revenue”)

Both of the above calculations require comparison of a proposed project to a
“baseline” project, defined as a project that would be delivered in the private mar-
ket with no assistance. The baseline project is typically based on recent market-

rate development that has occurred nearby.



Transit-Oriented Development Strategic Plan / Metro TOD Program

Figure 1: TOD Program & other Development Center Activities that Support TOD (page 1 of 2)

Current Activities

TOD capital
improvements

Program Description

Grants toward physical real estate im-
provements in TODs in Metro-designated
station areas and corridors; goal is to
lower the cost premiums associated with
higher density development & establish
market; mainstay of TOD program. Grants
are typically available on a three install-
ment basis - at close of financing, comple-
tion of shell construction & granting of
certificate of occupancy.

Scale of Program

Approximately $14.9 million over
the life of the program (51% of total
expenditures)). Individual grants
have averaged $300,000, but range
widely with a ceiling of $500,000.

Funding Sources

Metropolitan Transportation Improvement
Program (MTIP) funds, including Urban Formula
Grants, Surface Transportation Program and
Congestion Mitigation & Air Quality Improve-
ment Program funds. These funds are traded for
TriMet farebox revenues to increase the flexibil-
ity of funding allowances.

Approximately $2.9 million in MTIP funds are
allotted to the Program annually.

Land acquisition

Land banking around suburban stations,
most acquisitions prior to 2005.

$8.5 million over the life of program
(29% of total expenditures); FY
2009/2010 - one transaction (Gresh-
am Tri-Met ROW).

Originally, the Program received a direct federal
transportation grant for land banking. More
recently, MTIP funds have been used.

HVAC system necessary to restaurant
operation); grants issued to projects in
areas where Metro owns property (i.e.
Beaverton, Hillsboro).

Program Approximately 5 full-time employees. Op-  Approximately $600,000 FY MTIP funds (see TOD Capital Improvements,
Operations erate grant programs; perform outreach  2009/2010. above).

to local jurisdictions and stakeholders.
Urban Living Grants toward fixed tenant improvements  $165,000 for pilot program budget | Interest on other funding sources.
Infrastructure that promote commercial activity (i.e. FY 2009/2010.
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Current Activities

Green improvements

Program Description

Green Building Program - grants towards green
improvements.

Scale of Program

$280,000 total. No expenditures FY
2009/2010.

Funding Sources

Business Energy Tax Credit allocation;
one-time only source.

Green Innovation Fund (pilot) - grants towards
technologically innovative green demonstration
projects in urban settings. While not designated
as TOD-specific, TOD locations receive prefer-
ence.

$200,000 in total pilot program bud-
get over two fiscal years; grant size
ranges from $15,000 to $60,000.

Metro general funds; 2009/2010-
2010/2011 only.

Implementation
activities

Development Opportunity Fund (pilot) - grants
toward predevelopment activities that catalyze
urban development (i.e. development/ market/
urban renewal feasibility studies & strategies;
downtown retail tenanting efforts; walkability au-
dits). While not designated as TOD-specific, TOD
locations receive preference.

$270,000 in total pilot program bud-
get over two fiscal years.

$200,000 - Metro general funds;
2009/2010-2010/2011 only. $70,000
- base Development Center budget al-
located to Fund.

NOTE: Outside of the DOF, the TOD program makes occasional grants toward implementation studies (i.e. Metro Parking Air Rights
Study, $40,000, FY2009/2010); however, there is no dedicated allotment of program budget towards predevelopment activities.

Educational/

promotional activities

"Get Centered" programs, quarterly half-day
workshops educating key members of public
regarding urban centers & promoting infill and
redevelopment.

Limited to significant staff time expenditure.

Source: TOD Program Annual Report June 2009 - July 2010, August, 2010; Metro TOD Revenue and Expenditures FY 2009 - 2010; interviews with Lisa Miles and Meganne Steele (August 18, 2010).




Program Issues
and Opportunities

To maximize the effectiveness of the TOD Program, Metro needs to address a
range of issues associated with where, how, and whether different types of invest-
ment make sense in partnership with other regional stakeholders in transit-orient-
ed development implementation. The Program also needs to leverage key TOD
investment opportunities that exist with other initiatives within Metro and other

public agencies. These issues and opportunities are described below.

Program Issues

While Metro’s TOD Program has demonstrated success at leveraging more
intensive development near transit, its funding levels have not kept pace with the
rapid expansion of the region’s rail and frequent bus system. Whereas the square
miles of TOD funding eligible areas have increased more than sevenfold since
the program’s creation in 1998, program funding has not yet doubled. In order to
be more strategic with these limited funds, the following issues need to be recog-

nized and addressed:

1. Limited funding sources keep the scale of the TOD Program relatively

small.

2. The TOD market readiness of station communities varies significantly

across the region.

3. Many suburban stations have limited near term market rate development

potential, but have substantial land opportunity.

4. Station design and existing transit alignments are not always conducive to

TOD, making some stations harder to develop than others.

5. A range of housing options is needed in station areas, including affordable

housing, workforce housing, and market-rate housing;

6. Other programs, agencies and policies are needed to complement the
TOD program in promoting transit-oriented development — the TOD

Program cannot “go it alone,” especially in weak market areas.
These issues are discussed in greater detail below:

1. Limited Funding Sources Keep the Scale of the TOD Program
Relatively Small

With a biannual operating budget of approximately five million dollars, the TOD
Program cannot operate on a scale large enough to be widely impactful through-
out the region. Given the scale of the program there is no doubt that Metro has
leveraged its dollars efficiently, but this does limit the ability of Mettro to invest

in areas that may require higher levels of subsidy, or to invest in a wide range of
communities throughout the region each year. Therefore it will be important to
enhance the impact of the TOD Program by seeking complimentary or matching

sources of funding;

The TOD Program can be further maximized by leveraging programs and invest-
ments from other programs within Metro and at the state and local levels. For
example, by setting up basic requirements for regulatory, political, and local sup-
port (e.g. financial incentives, public/ptivate letters of support, design approval)
in order to qualify for TOD Program funding, the time, expense and uncertainty
of taking projects through the entitlements and community outreach process
could be significantly limited. Chapter 3 of this report describes how the TOD

Program can set these priorities.



2. TOD Market Readiness Varies Significantly Across the Region

As a Metro initiative, the TOD Program has a responsibility to promote TOD on
a region-wide scale rather than just focusing in on a handful of areas. However,
not all parts of the region are equally prepared to support TOD. The significant
hard and soft costs associated with TOD require strong market demand and

high achievable rents/sales prices. Neat-term TOD potential tends to be focused
in close-in neighborhoods and historic suburban downtowns and main streets,
where higher density development is more feasible from a market- and financial
perspective. Moreover, bringing TOD to scale will require changes to occur in a
range of geographic and economic contexts, rather than just in core, urbanized

areas.

3. Many Suburban Stations have Limited Near Term Market Rate
Development Potential, but have Substantial Land Opportunity

In addition to the designated centers and corridors in the 2040 Growth Concept,
the region’s rail station areas have been identified as key targets for future regional
growth. Indeed many of the region’s more suburban station areas have significant
developable lands, and the region could accommodate a large share of its needed
growth through infill development in these areas. However, there are many chal-
lenges hindering the development of these areas, including high suburban land
supply with limited market demand, a lack of road, bicycle, and pedestrian infra-
structure, superblocks that need to be retrofitted and a lack of retail and service
amenities to promote district living. This raises many questions for the pursuit of

a more compact development program in areas outside of Central Portland.

4. Station Design and Alignment of Transit is not always Conducive to
TOD

Not all of the region’s transit corridors are conducive to catalyzing compact

urban development. As demonstrated in communities including Beaverton and
Gresham, a transit station alone cannot create a sufficient draw to result in large-
scale expansion of a nearby existing downtown. Highway-aligned corridors such
as the Green line and the Banfield stations have been more “cost-effective”,
because of lower right-of-way costs, and until very recently have been favored
in the Federal Transit Administration’s New Starts allocation process. However,
this type of design and alignment limits the ability of the TOD Program to help
create a pedestrian oriented environment. For example, TOD opportunities at
the highway-aligned Hollywood Station are constrained due to pedestrian access
challenges, and most development in the neighborhood has happened several
blocks from the transit center. Other regions around the country struggle with
these same alignment challenges, and several have developed innovative funding

approaches to help make stronger pedestrian connections to stations.

5. A Range of Housing Options is Needed Near Transit, Including Mixed-
Income, Workforce, and Market-Rate Housing

In the region’s lower income station communities much of the new development
has been in the form of subsidized affordable housing. These areas generally do
not have the market strength to support new, market rate development and are
often underserved by neighborhood serving retail and services. There is a last-
ing concern that concentrating more affordable housing in existing low-income
areas, however, is neither equitable, nor economically beneficial to existing local

residents.

In middle to higher income station communities, the region has been relatively
successful at attracting new compact development. The market rate units in these
new development projects, however, remain out of the reach of many working

families. Much of this new market rate development has been occurring in the



region’s most amenity and transit-rich areas, which can accept significantly higher
levels of density without a proportional increase in congestion or vehicle miles
traveled. Providing additional density in these areas—as well as mixed-income
and workforce housing opportunities—should be a key priority to help achieve

regional goals.

6. Other programs and policies are needed to complement the TOD
program in promoting transit-oriented development — the TOD Program
cannot “go it alone,” especially in weak market locations

The scope of activities within the TOD Program, and the program’s budget, is
limited to promoting new development but cannot address many of the other
critical investments needed in the region’s station areas in order to truly maximize
TOD potential. Many stations require significant local incentives and infrastruc-
ture improvements in order to promote urban style development, biking, walking,
and transit use. Additionally, station area planning and implementation efforts are
needed particularly in outlying station areas. TOD investments are intended to
stimulate a market response, but many other critical investments and/or incen-

tives are needed leading up to development or concurrent with it.

The comprehensive set of investments needed to promote TOD suggests that
significant further coordination is needed between the TOD program and other
Metro programs and public agencies throughout the region. While there is some
coordination and regular communication across Metro programs, further coordi-
nation of investments within key station areas could result in a substantial growth

in TOD opportunities throughout the region.

Program Opportunities

Though there are many challenging issues that TOD Program must address, now

is an excellent time to take advantage of emerging national and regional opportu-
nities to maximize the program’s future success and forge new partnerships that

bring TOD to scale:
1. A growing market preference and demand for TOD

2. Federal support for integrated urban development, housing and transpor-

tation planning is at an all-time high
3. The TOD Program is operating with a successful track record

4. There is potential for greater coordination and partnerships with local

jurisdictions and other Metro programs

5. 'TOD, economic development, and pedestrian/bicycle connections are
likely to be weighed more heavily when evaluating future transit corridor

investments
These opportunities are discussed in greater detail below.

1. A Growing Market Preference and Demand for TOD

CTOD has forecasted that between 2005 and 2030, 184,000 new households

in the Portland region will want to live near transit, beyond those households
who already live near transit. About 72,000 of these households will fall within
the smaller, non-family household types likely to prefer living in more compact
apartment and condominium units. The Metro TOD Program can help capture
this demand, by continuing to provide investments that accelerate the market for

compact living throughout the region.

2. Federal support for integrated urban development, housing and
transportation planning is at an all-time high

Federal level policy is becoming more aligned with the goals associated with



transit-oriented development. The HUD-DOT-EPA Interagency Partnership for
Sustainable Communities is guided by six principles that closely mirror the fun-
damental values of the 2040 Growth Concept. The federal partnership principles

are:
1. Provide More Transportation Choices
2. Promote Equitable, Affordable Housing
3. Enhance Economic Competitiveness
4. Support Existing Communities
5. Coordinate Policies and Leverage Investment
6. Value Communities and Neighborhoods

The Interagency Partnership is aggressively seeking new ways to ensure that fed-
eral policy and funding sources support local and regional efforts to achieve these
principles. The TOD Program and other Metro activities are a natural connection

for initiatives and funding streams already stemming from the Partnership.

3. The TOD Program is operating with a successful track record

It is important to note that the TOD Program has been successful at working
with developers to push the private market towards more intensive and sustain-
able development accessible to transit. Relationships with the region’s develop-
ment community and local governments are solid foundations to build on the
existing strengths of the program. The TOD Program can continue to build on
this success while piloting new approaches to issues such as implementation plan-

ning and partnerships around infrastructure investments.

4. There are opportunities for coordination with other Metro programes,
and with other public agencies

The 2040 Growth Concept, and the Making the Greatest Place effort clearly pave
the way for establishing a more coordinated set of investment strategies across
programs within Metro. Moreover this kind of coordination is critical to make
sure every program can maximize its effectiveness. For example, staff from the
TOD Program will need to play a larger role in evaluating future potential transit
corridors, and can provide valuable insight about development opportunities and
market strength. Moreover, the Pearl District has proven that parks and other
public infrastructure are a critical piece of the success of good transit-oriented
districts and complete neighborhoods, but this component is beyond the reach
of the TOD Program specifically. More coordination with internal programs and
other external public entities offers a clear opportunity for achieving regional

compact development and greenhouse gas reduction goals.

5. TOD, economic development, and pedestrian/bicycle connections
are likely to be weighed more heavily when evaluating future transit
corridor investments

There has been a clear shift in the understanding of how station design and
placement play a role in maximizing development opportunities and walkability.
The Yellow line in North Portland, for example, is aligned more with revitaliza-
tion opportunities and the pedestrian scale in mind. Metro should continue to
seck new ways to engage and integrate the transit alignment process internally
with land use and TOD programs, as future light rail, streetcar, and rapid bus
alignments are planned. The recent High Capacity Transit study has considered
the integrated roles of land use and transportation in particular, and offers a

data-driven, local foundation of knowledge upon which to build this new inte-



grated transit planning process. And perhaps most importantly, integrated plan- ate market strength.
ning efforts gained significant traction with the Federal Transit Administration’s . .
* Leveraging the resoutces of other agencies/programs: The typology

spring 2010 announcement that the cost effectiveness criterion for building new . . . L.
pring & and funding strategies describe activities that may not be core to the TOD

lines will no longer be its number one priority for funding allocations in the New Program specifically, but may be core to other Metro Programs or other pub-

Starts program. FTA is currently revisiting the criteria for allocating funding, and lic agencies. This plan therefore can be used as a reference for public agen-

the Center for Transit-Oriented Development anticipates that changes to these cies beyond the TOD Program in evaluating appropriate neighborhood and

criteria will result in funding to lines that are more supportive of transit-oriented . . . ..
transit corridor level investments based on a range of local conditions.

development. Metro’s TOD Program represents a significant and ongoing com-

. o - . . . ¢ Identifying overall needs related to TOD implementation region-
mitment to maximizing the benefits of transit investments in the region, and will

. . . iy . . wide, and determining where the TOD Program’s involvement is
serve the region well in pursuit of competitive transit funding for future expan-

. . most appropriate: The typology and cost effectiveness model recommen-
sion projects.

dations help evaluate not only where TOD Program investments should

P | a n O bj e Ct i Ve S occur, but what types of investment make the most sense for the program in

particular. Some “bricks and mortar” projects might make sense more than
This plan strives to address the above issues and leverage opportunities by: others in a particular transit community:
* Strategically targeting TOD program investments: the typology ap- * Identifying potential areas for program expansion, and funding op-

proach developed for this plan will help both the TOD Program, and other tions: Metropolitan Planning Organizations (MPOs) across the country are

public agencies and programs with an interest in TOD, to understand the . . . . .
becoming more creative in their use of transportation funds for projects that

types of investments that are appropriate given variable local physical and . . . . )
P pprop &l phy supportt transit use and reduce vehicle miles traveled. This plan desctibes

market contexts. some of these various activities and the funding mechanisms used to support
* Ensuring investment activities respond to changing market cycles, them, and evaluates whether the TOD Program is an appropriate entity to
and variable local market conditions: TOD Program activities on a pursue these activities.
year-to-year basis will vary depending on the strength of the regional real
estate market. This plan describes how different activities can be employed in
different market cycles. Likewise, not all transit communities can effectively

support real estate investments, but the plan describes other types of invest-

ments that might be appropriate for transit communities with mild or moder-
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Figure 30: TOD investment strategies and TOD place types
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Current core activities of the TOD Program

Bold

X: TOD Program leads these efforts

Current secondary activity of the TOD Program

Italics

O: TOD Program plays a supporting role in these efforts
C: TOD Program invests when local conditions are right
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