Providence Quarterly Meeting - October 26, 2023

Hosted by SWAP inc.

Present: Marilyn Carlson (SWAP), Katie Destefano (SWAP), Hannah Cariati (HNRI), Sharon Morris (Omni),
Matt Yoder (ONE|NB), Dariel Blanco (WEH), Charlie Thomas-Davison (WDC), Frank Shea (WDC), Emily
Freedman (City of Prov), Tim Shea (City of Prov), Robert Azar (City of Prov)

Document: Agenda

Update on City of Providence Funding Opportunities

The Providence Redevelopment Agency’s (PRA) Providence Housing Trust (PHT) fund closed Midnight on
October 31°,

- Thisis a pool of $4MM. The goal is to get it out to shovel-ready projects due to an accelerated
timeline. If all goes well, there will be recommendations in front of the PRA board for approval
the first week of December. The goal is to get commitments in before the RIH funding round.

- The info session hosted on these funds was well attended and they expected to have good
proposals, probably substantially overprescribed. The development community is signally there
are plenty of viable projects out there.

A proposition for an additional $10.2MM to be added to the PHT passed through the finance committee
in a single meeting without any amendments.

- Mayor Smiley recognizes housing as an upmost priority of recovery. These additional funds
proposed to the PHT is one mechanism to spend the ARPA money in the necessary timeline. PRA
is hoping to have more information on this additional funding soon.

HNRI Member Questions: What is the timeline for ARPA funds? Who needs to have the money spent and
by when? Will there be another 1 or 2 funding rounds next year for the additional $10.2mm? If someone
misses this round, will they have another opportunity? Will there be partial awards or feedback on

applications? Is the focus on affordable housing and/or will you be requiring a supportive service aspect?

- ARPA funds close out December 2026, meaning the City will need to be reporting “heads on
pillows” to the treasury by then. Funds should be spent down by June of 2026 to have numbers
in for final reporting on time. Developers are indicating and providing fully designed projects. As
long as RIH comes through this round, projects should be able to meet this timeline.

- Providence is waiting for guidance on additional funding rounds. The $10.2MM proposed funds
still need to pass through two city council rounds. This process will determine how/when funds
will be distributed.

- Funding decisions will be made as proposals roll in, but the city will be looking to best maximize
their dollars. There will be debriefing opportunities post-funding.

- Scoring priorities/ bonus points will include supportive housing, serving extremely low-income
clients, universal design, and green building practices. The city recognizes the challenges in
offering the predominant continuum of care. They are creating a pipeline committee looking at
how to better align subsidy sources and services providers with housing development.



Anticipate the usual HOME and CDBG rounds will open in February. HOME ARPA funds will also be
announced, specifically for supportive housing and supportive services. Applications are typically due
back in March. Funds will then arrive Summer 2024.

- HOME ARPA funding is through HUD, not the treasury, so funding is to be spent down by 2030.

FinePoint Associates Engagement (portfolio monitoring contractor)

During covid, HUD let the city pause on physical inspections of the rental housing portfolio. The grace
period has ended.

- Due to the volume of the portfolio and the importance of the work, Providence has engaged a
third-party vendor who is going to do this work for the city — FinePoint Associates, out of Boston.
They do the monitoring for Boston, Barnstable County, and others. They specialize in HOME and
affordable compliance inspections. Currently negotiating contracts.

- Anticipate a kick-off meeting with the developers and property managers after the holidays.
Providence wants to minimize disruption to tenants and give as much notice as possible, so they
will be sharing more details on the schedule as soon as they have them.

- It will be critical that the city has member cooperation and the right contacts for property
managers when the time comes.

HNRI Member Questions: What’s the universe of properties? Will they be doing file inspections?

- There are about 600 units that need inspection. Anything the city or HOME funded in the last 20
years.

- Providence has been keeping up with desk monitoring so files are a lesser concern. This is a
focus on physical inspections.

- FinePoint Associates will add capacity and ensure the portfolio is in good standing. It will also
help to illuminate if maintenance of portfolio properties is some that Providence should be
setting aside funding for.

HNRI Member Questions: What help can Providence provide to restructure assets which chronically cost
more than they return?

- Originally, projects were set out with 30-year rent restrictions to take advantage of preferential
tax treatment, but the restrictions should have been bifurcated as the federal compliance period
exhausted at 15 years. Restrictions were involuntarily put into an extra 15 years of compliance.
HUD recognizes this was not a requirement but a well-intended error, so they will allow
Providence to reform agreements where necessary. If the compliance period is satisfied, there
can be relief from deed restrictions.

HNRI Member Comments: Assets have rents structured by a 2000s market. Now, rehabilitations and

preservations can cost as much as new construction, and these projects are not prioritized in funding
rounds because they do not include additional units. Properties are dwindling in quality and tenants

resist upgrading to homeownership because of affordability.



Rent for 50% AM individuals and below is not enough to maintain a property. The property degrades
over time and you can’t raise the rent because you’re restricted. Ideally this goes on for 15 years, but we
are now over 20. Deferred maintenance gets deferred for longer and longer and/or funds are coming
direct out of developer pockets.

Providence is happy to work with developers on a case-by-case basis for this type of issue. HUD
was expecting the lifespan of these projects to be 15 years, not 30, and we don’t want to
preclude you from the city reinvesting in these properties due to the well-intended deed
restrictions of the time.

Update on the Comprehensive Plan: Process

Providence has been engaging the public in the comprehensive plan update process.

This process started back in 2022 with raising awareness and identifying key issues. From May
2023 through October, they have been running engagement opportunities: 1 in every ward in
partnership with the city council. This includes topic specific workshops, open house launches,
engaging people online, etc. There have been close to 70 different forms of public events or
meetings including both tabling and hosting.

Starting in November they are digesting this engagement data, as well as census data and
otherwise. This data will inform strategies that will guide the drafting of the comprehensive plan.
Will share a report out with the public before drafting a plan. After receiving public input on the
report out, they expect to have a draft of the plan in February/ March. This draft will go first to
the city planning commission, then the city council, then a statewide review, all within 2024. The
current plan expires in January 2025.

The city appreciates all HNRI members who have participated in the engagement meetings thus
far.

HNRI Member Questions: What have you been hearing in these meetings? What do you hear about
density?

Housing is the number one issue in every neighborhood, in every ward. There’s a clear urgency
and appetite for change, specifically around housing. Comments come from civilians struggling
with rent increases, people highly researched on the topics and on policy, and others with lived
experiences.

Some people are open to tolerating more density and others who are nervous about density.
The concern around larger scale development projects is not new. What is new, is that there
seems to be a genuine movement encouraging the city to promote density everywhere. Not just
in the commercial corridors or downtown. The movement is encouraging the city to rethink
single-family zoning and to allow for ADUs in multi-family/ lower density residential zones.
There is an appetite to debate these issues. Specifically in Ward 2, there is concern about how
developers have intensified the business model of housing students in previously family homes
and building multi-family apartment buildings.

Housing is an issue across the board: market-rate, affordable, student. These issues have existed
for a long time, but media and culture are picking up on it. People are understanding a



connection between supply and demand/ pricing. There may be an opening to radically change
policy (though the city council has to adopt any possible changes to plans or ordinances).

Update on the Comprehensive Plan: Inclusionary Zoning

Since the comprehensive housing strategy of 2020, there were unanswered questions and a clear need
for a deeper analysis of the question: can we compel or mandate affordable housing to be included in all
development contracts in providence?

- The PRA is pleased to utilize RIH’s municipal technical assistance program. RIH has done a great
job of prequalifying consultants and making them fiscally available to the city.

- Providence has engaged RKG associates and hope to get them started this fall. They are going to
do a deep dive analysis of the current and projected cost to build.

- They will be looking at: the expected return on investment, how developers are making
decisions, modeling what inclusionary zoning policy - if feasible - would look like and would not
damper development.

- This winter, Providence will hopefully be asking to schedule focus groups with the development.

An important question for the city is: can inclusionary zoning be one of the tools to get affordable units?

- It has never been used before in Providence. Whenever it is brought up to market-rate
developers, they say that the numbers barely work in Providence as is and they would need
significant tax stabilization. There was a window in the past few years where this wasn’t the
case, but this is now over. Student landlords never need tax stabilization, but everybody else,
due to supply chain and interest rates, say they feel they can barely make the numbers work.

- At the moment, there is a tax stabilization ordinance with administrative check offs, but the city
council still has to approve it and it has strings attached requiring community development.

- Providence is trying to understand the climate for market-rate housing. There is certainly
demand, but is there enough incentive for developers to want to build? Providence does not
believe developers will continue to build regardless of constraints. Developers may not build if
they feel they can’t make enough money and providence feels this is important.

Another important question for the city is: absent any other subsidy, can we impose inclusionary zoning
on developers? And/or: if we are going to have inclusionary zoning that requires a subsidy, what kind of
subsidy is that? Do we put for-profit developers in a place where they are competing with HNRI
members for limited subsidies, and do we want that? Are there tax incentives that could be tailored
along with inclusionary zoning policy?

- It's an important initiative for the city to go through these questions. The city is hearing from the
community that they all want affordable housing There is concern that affordable housing is
being concentrated in certain areas of the city and the services that go along with it.

- Providence wants to know if we can have affordable housing throughout the city? Can we have
mixed-income projects? Do mixed-income projects work in this town?



HNRI Member Comments: The viability of these ideas depends on funding sources. HNRI members are
testing mixed-income projects and seeing how they can make it work without triggering compliance
issues: such as having a property that is marketable to a larger range of incomes.

A lot of for-profit developers don’t even know what affordable housing income levels are. 80% income is
not as far off from what the city advises on housing pricing as they may think.

Additional Providence comments and questions:

- Any inclusionary zoning program that the city adopts needs to come with a compliance plan.

- Does Providence want for-profit developers to be allowed to have the same subsidies as HNRI
members?

- Providence does not want these developers to not have projects. Sometimes it may be a bit of a
game of chicken, which can be challenging from a political standpoint.

- Is there a world where there are enough units to stabilize rents? If rents come down, will it never
be justifiable to build? Can you build your way to affordability in the market?

HNRI Member Comments: For-profit developers could have the same subsidies as others, if they don’t
turn their noses up at people with vouchers, if they learn what affordable housing actually looks like and
learn who they are really serving. Many with vouchers are working families with decent income who only
need a couple of extra dollars.

On the flipside, while not pushing for an overburden, but an adjustment of thinking: if it’s inclusionary
zoning, the market-rate units are the subsidy of their affordable housing units. 8% applied to affordable
units would be a good use of public policy.

Cost studies are the best way to go about this conversation with for-profit developers. In Boston, when
they went to bring in inclusionary zoning, developers claimed it would kill development in the city.
Developers will always say that. We need to prove what is real.

There needs to be a new definition of what affordable housing is. People think of it as very-low income,
but it’s not just that - it’s average income. The solution is to build at all income levels and all price points.
Nobody is moving out of rental housing into homeownership, and since nobody is moving, there is never
enough housing. We need to keep building at all levels, but affordable housing needs to move fastest
because it is behind the mark. Inexpensive is not the same thing as affordable.

Update on the Comprehensive Plan: Zoning Changes

At the last legislative session, the city passed 12 out of 13 bills that were proposed by the speaker of the
house’s office, the land use commission, and the housing commission. They effect the zoning enabling
act as well as the subdivision and land development review act.

- Those two acts, along with the comprehensive planning act, are the holy trinity of technocratic
planning in Rhode Island. The comprehensive plan sets a vision and the zoning enabling/
subdivision and land developments acts carry out the vision through regulation.

- The assembly is sending a message to the communities of Rl that these laws, enacted in the
1990s, while they once worked well to impose objective procedures and to allow communities



to set their own course through planning and zoning, have also allowed communities very
powerful tools to prevent development from happening. These new laws are mostly around
streamlining and shortening processes.

- The new laws got passed in June and go into effect in January. An extremely short window.

- Land development regulations are being scrapped and Providence is writing brand new ones
because the changes are so significant. Every city in the state is scrambling to do this. The laws
were hastily put together and there’s plenty of inconsistency.

- The zoning changes have already been rewritten, with a positive recommendation from the city
planning commission. All updates will hopefully be approved and signed by Mayor Smiley before
the end of the year.

- The subdivision and land development review are trying to put the finishes touches on their new
regulations. There will be a public hearing with the city planning commission on November 16"

Interesting features include:

- If you have a nonconforming lot, a substandard or smaller lot than required, the law says you
cannot prevent that lot from being developed to the full extent that use regulations allow.

- For example, in a 3-family zone, if you've got an undersized lot, you’re allowed 3 units, regardless
of size.

- Thecity is concerned. 3 units on 1500 square feet is tight, and you still have to meet parking and
impermeable surface requirements.

- Asthe lot gets smaller, you have to allow your setback to get smaller and your lot coverage to
get bigger. Meaning, as the lot gets smaller, your footprint can get bigger.

- Any formally commercial, religious, school building in a residential zone can be adapted for
housing by right

- Providence says if you can figure out adaptive reuse, you can do it.

- Aslong as you fit all other dimensional requirements, you no longer have to go to the zoning
board or seek a zoning change.

- Family relation and owner-occupied laws remain, but regardless of the number of units you
already have, you can add an ADU.

- Land development projects will force communities to adopt minimum thresholds for what
constitutes minor land development projects. If a minor land development project is an as-of-
right project, it doesn’t go to the planning board.

- A minor land development is anything residential with 10 or more units.

- These new laws will be effective January. Providence worked hard to make sure there’s no harm
being done. They are optimistic.

HNRI Member Question: With increased development, do we have a plan for improving public transit?

- Public transit is not as robust as it should be. Development of transit and land have to move
together. If we can get high density in places that are already well served by transit, then let’s do
that. Providence hopes people can be less reliant on cars.



