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The commanding Catamaran Club, a 26,000-square-foot clubhouse, was designed and built to distinguish the community from other apartments in Denver in the 1990s.

by Michelle Z. Askeland

At the heart of conversations
about the Breakers Resort with the
original developer as well as the
new majority owner, the discussions
always end up acknowledging an
emotional connection to the project.
The property, which began with a
tumultuous, undefined start, gradu-
ally grew into a labor of love and a
vision for other multifamily commu-
nities to follow. But as the develop-
ment world caught up, the Breakers
Resort must begin its next stage.

This October, the Breakers sold to

Pensam Residential and its partners
for $350 million. With the original
developer, Koelbel & Co., staying

on as an owner, a partnership was
formed over an appreciation for the
site’s history and an eagerness for
what awaits it as they embrace the
latest iteration of a lifestyle com-
munity.

“In addition to it being a tremen-
dous investment, there was definite-
ly some emotional connection to the
beginnings and the history of the
property and wanting to play a part
in the future of it,” said Mike Stein,
Pensam Residential principal.

INSIDE

The Makings of the Breakers

Koelbel & Co. began acquiring the
high-density-zoned ground in the
late 1970s, during the condominium
craze. But as momentum built and
plans progressed to develop condos
on the land, the market was rocked
by the oil crash of the 1980s, said
Walter “Buz” Koelbel, company presi-
dent. To make matters worse, thou-
sands of foreclosed HUD condo units
began flooding the market.

The Koelbel company found itself
sitting with 190 acres of land, which
included a 60-acre lake in a some-

what no-man’s land location with
no concrete plans. However, a new
vision came to Koelbel on a tour of
a 1,700 unit apartment property in
Atlanta. He realized they could do
something similarly unique in Colo-
rado.

Immediately upon returning the
Denver, Koelbel set out to find a
partner. Most developers didn’t want
to wade into a joint venture, and
with the weak state of the market
and a pull of intrigue into what the
property could become, Koelbel

Please see Page 26
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Construction activity drives a favorable multi-
family environment in Northern Colorado.
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Rail of opportunity
Communities along light-rail lines must be
designed to encourage a sense of “place.”

Sustainable housing

How to overcome barriers to achieve
sustainable and affordable housing.
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—Letter from the Editor——

Attainable housing quest

11 nyone who can'’t get mil-
lennials into your commu-
nity is in big trouble,”

Tom Clark with Metro
Denver EDC told the audi-
ence at the CRE] multifamily confer-
ence in October.

Millennials make up 24 percent
of metro Denver’s population, 32.5
percent of the 2 million jobs in the city,
and represented nearly 52 percent of
the in-migration to the metro area in
2014, according to a
report from Metro
Denver EDC.

With this influx
of skilled workers,
youd imagine the
job market is thriv-

F ing. However, Clark
I ®4 shared one concermn-
| | ing statistic from the

past year. In 2015,

Colorado was the fifth fastest-growing

state for nonfarm job growth. We've

fallen to No. 11 through the first half

of 2016.

Clark took time during his keynote
presentation to link job growth to
affordable and attainable housing. He
told the audience that opportunities
for business recruitment will struggle
until we get a handle on home prices,
and used Boulder as an example,
which saw its median home prices
exceed $500,000.

When compared with our competi-
tors, Denver has the highest median
home price and has seen the fastest
price increases, followed by Portland,
Oregon, Austin, Texas, and Salt Lake
City. Phoenix, Dallas and Atlanta -
other competitive cities to Denver - all
fall below the U.S. median home price.

Apartment/nsi

Escalating costs make is challenging
for first-time homebuyers to enter the
market. I believe it is a common mis-
conception that, as a whole, the mil-
lennial population is uninterested in
buying homes. Far more would, could
they afford it.

However, it also is true that this
generation is doing things later in
life — getting married, buying a home,
starting a family — which is good
news for the rental market. And with
birth years ranging from 1981 to 1997,
there’s a whole wave of this generation
just entering early adulthood and the
rental market, promising a relatively
long run of demand.

For all these reason, the multifamily
business is booming. In 2016, multi-
family projects represents 54 percent
of new construction. The 30-year aver-
age for multifamily construction is
28 percent, according to Clark. Inside
this issue, experts dive further into the
debate surrounding the multifamily
construction pipeline in the face of all
these changing demographics.

Many in the industry already know
these generalizations and know that
the lack of condominium development
is only exacerbating the issue. In a
healthy market, 22 percent of the mar-
ket should be for-sale condos. In 2015,
187 condos were built. Not only is this
number extremely low, but also all of
these new condos were over $400,000.
In a healthy market, condo develop-
ment can be used as a stepping stone
to homeownership. At this price point,
it’s out of many people’s reach.

Michelle Z. Askeland

maskeland@crej.com
303-623-1148, Ext. 104
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¢ Full details of 1,300 properties,
surveyed quarterly since 2004

e New construction pipeline,
rents, vacancy, owners,

managers

e Denver, Colorado Springs, and
Fort Collins/Greeley

www.apartmentinsights.com
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Large enough to serve you.

Small enough to know you.
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ou’ve probably seen
the cranes dotting
the skyline, and you
may have even heard
that apartment
developers are overbuilding
for the current population.
As of the third quarter,
there were 24,831 multifam-
ily units under construction
in Denver and 25,717 in the
pipeline. However, in look-
ing at our population fore-
casts, market dynamics and
the current pipeline, I can
tell you what JLL's research
indicates: Don’t believe all
of the overbuilding hype.
¢ Rising population. Let’s
start with our population.
It’s no secret that we are
experiencing a population

/

FOSTER GRAHAM MILSTEIN & CALISHER. LLP
ATTORNEYS AT LAW

Business Law | Corporate

360 South Garfield Street, Suite 600, Denver, CO | 303-333-9810

www.fostergraham.com
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155 HUD approvol ool of 37 HUD submissions

Market Update

Busting myths about the
multifamily pipeline

boom.
According
to updated
estimates
from the
U.S. Census
Bureau,
Colorado’s
popula-
tion grew
by nearly
102,000
people in
2015.

Den-
ver was
ranked No. 1 in U.S. News
and World Report’s 2016
Best Places to Live and No. 1
on Forbes’ list of Best Places
for Business and Careers in
2016, no doubt due in large

Ray White
Vice president of
multifamily sales,

JLL, Denver

Anthea Martin

Vice President

mMultifamily Finance

anthea martin@walkerdunlop.com
O: (720) 439-3201

C: (720) 891-4537

Fannie Mae | Freddie Mac | HUD | CMBS | Bridge | Life Company | Investment Sales

www.walkerdunlop.com

part to our growing pool

of highly educated labor.
The city ranks as the fourth
most-highly educated work-
force in the nation.

With all that educated
talent flooding into the
Denver area, businesses are
understandably following
suit. Denver is expected to
add 130,000 net new jobs by
2020.

¢ The millennial factor.

We know the population is
growing, but from a mul-
tifamily development per-
spective, it’s important to
look at the demographics of
our new neighbors.

We saw an average net
annual gain of 12,682 mil-
lennials every year between
2009 and 2014. All signs
indicate that Denver will
remain popular among mil-
lennials in the near term.
Earlier this year, Denver
ranked third among U.S. cit-
ies as the place Americans
under 35 are moving to,
according to the Mayflower
Co.’s annual survey.

This demographic needs
housing but, generally
speaking, millennials are
less able to buy into the
city’s increasingly expen-
sive single-family market.
Between student loans and
less-established credit his-
tories, it is simply harder for
them to qualify for a mort-
gage.

That means we’re look-
ing at a large — and grow-
ing - population of people
who need housing options.
With the median home
price in Denver approach-
ing $400,000, renting often is
the only option.

¢ Lack of affordable hous-
ing. Yes, Denver has been on
a bit of a building spree the
last several years, but here’s
the rub: We've just been
playing catch up - and prob-
ably not fast enough.

When construction ground
to a near standstill early in
the recession, we stopped
adding the necessary hous-
ing units to keep up with
our growing population. In
fact, since 2012, Colorado is
about 55,000 units short (not
counting vacant units that
were absorbed).

Now consider that we
added just 25,143 new resi-
dences in 2015.

It’s perhaps not surpris-
ing then that Denver, Boul-
der and Fort Collins were
just ranked No. 1, 2 and 3,
respectively, in Housing-
Wire.com’s ranking of hous-
ing appreciation by city.

This is great news if you're
an owner, but it’s a concern
if you’re a member of the
city’s growing population
of renters we mentioned
earlier. It all means there is
a serious lack of attainable
housing options available to
meet continued demand.

The city of Denver is

Please see White,” Page 28
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Who says multifamily investors need to
find a lender and then a real estate broker?

Introducing Greystone Unique Apartment Group.
One team. Two forces. Multiple services.

Greystone and Unique Apartment Group have joined forces to offer Multifamily
investors access to a wide spectrum of brokerage and lending services. Greystone
Unique Apartment Group connects buyers to sellers while offering financing options,
making it the complete real estate solution.

We are more than mortgage and real estate brokerage services; we are an unbiased,
universal, multifamily advisor.

Contact us to learn more about our unique partnership:

400 S. Broadway, Denver, CO 80209
303.321.5888
www.GreystoneUAG.com

bREYSTUNE

RXUNIQUE

e
' APARTMENT GROUP
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orthern Colorado continues

Market Update

Construction activity still bomlg in Northern CO

to benefit from a favorable
environment for apartment
development. Rents continue
to increase, although not at
the same pace that the market expe-
rienced from 2013 to 2015, when rents
for Class A, institutional-quality/size
communities increased nearly 30 per-
cent, or 10 percent annually. The rental
rate increase has slowed to closer
to 5 percent annually, from 2015 to
2016, which still is a strong rental rate
growth. Demand appears to remain
strong for Class A communities, with
an occupancy rate of nearly 95 percent
for stabilized properties in Fort Collins
and Loveland.

The occupancy rate remains strong
and rental rates continue to grow,
despite three market-rate, institutional
communities in the lease-up phase or
recently reaching stabilization. Those
communities include:

¢ Gateway Apartments. The apart-
ments includes 254 luxury apartments
located within the town of Johnstown.
The community was constructed on a
10.5-acre site within Twenty-Five Thir-
ty-Four, a 542-acre mixed-use, master-
planned community at the southeast
corner of Interstate 25 and U.S. 34.

As of October, Gateway is approxi-
mately 92.5 percent occupied. The
amenity package includes a pool, club-
house, bocce ball courtyard, hammock
garden and barbeque area. Additional-
ly, the community will benefit from the
close proximity to Johnstown Plaza, a
major retail center where Scheels is
under construction on a 250,000-plus-
square-foot store, which is projected to
open in September. Chrisland brokered
the land transaction for this commu-
nity.

¢ Crowne at Timberline Apartments.

‘ Construction con-

tinues on this com-
| munity, located on
a 16.9-acre site, just
over 1 mile south of
Harmony Road, with
frontage on Tim-
berline Road in Fort
Collins. The complex
includes a total of
285 standard apart-
ment units within
six buildings, and
25 townhome-style
apartments in seven
buildings. The com-
munity is unique
in that it is the first market-rate com-
munity in Northern Colorado, outside
of a downtown area, to have elevator-
served apartment buildings. Leasing
started in May, with move-ins starting
in June. As of October, the community
is approximately 16 percent occupied.
Chrisland brokered the land sale for
this community.

¢ Bristol Pointe Apartments. Situated
on a 12-acre site at the southwest
corner of South Taft Avenue and 16th
Street in Loveland, the community
includes 220 units, within 11 buildings,
with square footages ranging from
515 to 1,300 sf per unit. As of October,
the apartment is approximately 95.5
percent occupied. The amenity pack-
age includes a clubhouse, child wad-
ing and lap lane pool, fitness center,
media room and conference center.

In addition to the communities that
are in or completing the lease-up
phase, there are multiple new com-
munities under construction. A sum-
mary of several of those communities
follows.

¢ Cycle Apartments. Loveland-based
McWhinney is developing a 405-unit

Jake Hallauer,
CCIM
Vice president,
Chrisland Real
Estate Cos.,
Fort Collins

apartment community, located adja-
cent to the newly redeveloped Foot-
hills Mall in midtown Fort Collins.
Construction commenced in July. Cycle
will consist of 18 three- and four-story
buildings. The amenities serving the
community will include a clubhouse,
fitness center, game room, demonstra-
tion kitchen, social lounge, golf simula-
tor, bike and ski repair area, swimming
pool and collaborative office.

The unit mix will consist of approxi-
mately 20 percent studio units, 60
percent one-bedroom units and 20
percent two-bedroom units. The first
units are projected to be delivered
mid-2017. Projected rents range from
$1,200 to $1,600 per month. McWhin-
ney is targeting the urban professional
and baby boomer demographics,
according to reports.

© Uncommon. Located at the south-
east corner of College Avenue and
Olive Street, Uncommon is a mixed-
use community consisting of 120
apartment units with ground-floor
retail in a six-story building with sub-

Chrisland Real Estate Cos.
The new Gateway Apartments in Johnstown is 92.5 percent occupied.

terranean and surface-level parking.
The project broke ground in April and
is projected to be delivered mid-2017.
The developer is CA Ventures of Chica-
go. The subterranean parking structure
is a unique feature in Northern Colo-
rado, as other urban apartment com-
munities have been podium or surface
parked to date.

While there are a significant number
of additional projects in the pipeline
in Northern Colorado, there are only
a few that I expect to break ground
in 2016 or early 2017. Lengthy entitle-
ment processes, continually rising
construction costs and development
impact fees, and slower construction
timelines due to lack of labor avail-
ability likely will contribute to a more
steady pipeline of new construction,
rather than the glut of new units that
many are concermed about. With that
said, I expect a steady supply of new
units to the market, sustained high
occupancy rates and reasonably strong
rental rate growth in the next 12 to 18
months. A

—— ECHELON
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It's GO TIME for Apartment Building Owners

GO CUSTOM

with customized financing for acquisition
and rehabilitation with BankFinancial.

Planning to rehab and sell your multifamily property? Or rehab and add it to your portfolio?
Your call.

GO ahead with customized financing in place to close on the purchase and the cash to get
the rehab rolling right away.

=  Acquisition financing up to 80% of present value

=~ Rehab financing based on future stabilized value

=~ 1031 Exchange Express Processing

Contact us today. When it's GO TIME we'll get your next project rolling.

Mindy Koehnen

BankFinancial 035065003
//_L mkoehnen@bankfinancial.com

Available to non-owner occupied apartment buildings with eight or more units. Subject to credit approval.

1.800.468.1100 | bankfinancial.com
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Market Update

Colorado Sprlngs Investors’ market of choice

ultifamily investment in

Colorado Springs will con-

tinue to lure new invest-

ment and acquisition from

large market investors.
Denver apartment investors, in par-
ticular, see Colorado Springs apart-
ments as a “safe haven” from the risk
in their potentially overbuilt market.
Colorado Springs has been expe-
riencing strong job growth across
various sectors and will continue to
have strong population growth, both
of which bode well for multifamily
investment.

Apartments will respond with his-
torically high occupancy and rent
growth. At present, Colorado Springs
apartment rent growth is accelerat-
ing, currently about 9 percent. Vacan-
cy rates have fallen below 4 percent.

Conversely, apartment vacancy is
increasing in Denver and Fort Collins,
Loveland and Greeley. Rent growth
has slowed in those markets. Still,
Colorado Springs rents remain con-
siderably below Denver, which is part
of the reason forecasts are positive.

Additionally, average rent compared
to median income still is reasonable
in Colorado Springs compared to
Denver. This has, in fact, lured many
people to reside particularly in north-
ern Colorado Springs while working
in Denver, where salaries are signifi-
cantly higher. Colorado Springs rents
by comparison are still affordable and
have room to move higher, which is
much of the reason that multifamily
construction is robust and forecasted
to continue on its current expansion-
ary path.

* Population and job growth. El Paso
County, which holds the vast majori-

ty of the population
for the Colorado
Springs metropoli-
tan statistical area,
has had popula-
tion growth of 1.9
percent since the
early 2000s. This is
roughly double the
population growth
rate of the U.S. as
a whole. The past
growth will be
eclipsed by future
growth — El Paso
County is one of
four counties in the
state projected to have a population
increase of at least 300,000 people
between 2010 and 2040, according to
the State Demography Office.

At the current pace of growth and
with the given age composition, El
Paso County needs approximately
5,400 new jobs to be created per year.
The region was woefully behind this
target number throughout all of the
2000s except for 2006. Throughout
the recession and during the early
years of the anemic recovery, there
were significant job losses.

However, in 2013 and 2014, the
region met that target and exceeded
it in 2015, which brought 8,004 new
jobs to the region, according to the
Bureau of Labor Statistics. The posi-
tive trend continues with 8,283 new
jobs from first-quarter 2015 to first-
quarter 2016.

The new jobs primarily are concen-
trated in relatively higher-paying sec-
tors: health and education services,
professional and technical services,
and construction. This trend should

e f |
Tatiana Bailey,

Director, UCCS
Economic Forum,
Colorado Springs

continue. The Colo-
rado Department
of Labor projects
the highest rates
of employment
growth to be in
these sectors from
2015 to 2025.
Furthermore, the
September median

Cary Bruteig,  salary in Colorado
p MA' I Springs for cur-
rincipal, . :
Apartment rent job postings

is now higher, at
$66,425, than the
Colorado median,
at $60,025. The
current regional
median is a whop-
ping 20 percent higher than it was in

Appraisers &

Consultants

| Apartment
Insights, Denver

April 2015, so the
higher regional sal-
ary is a relatively
recent phenomena.
The healthy job
growth and con-
comitant salary
increases have large
implications for

all residential real

Doug Carter  estate, including
Managing director, multifamily.
Sperry Van Ness « Fort Carson. The
| Apartment
Insights, Colorado ~ coOmmon percep-
Springs tion is that the

Achilles’ heel of
Colorado Springs
is that it is susceptible to military

Please see ‘Springs,” Page 31
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a rock solid base.

project literally depends on it!

Civil site services are often written off as a simple,
commodity based component of a construction
project. In contrast, these services literally serve
as the foundation to your project and deserve
extensive attention. Fiore combines 5 decades of
experience with well-coordinated, high quality,
efficient, timely, and environmentally conscious
civil services to ensure that your project is built on

Single services to full site
work packages

Together We Can Move Mountain

Fiore

o
& SONS, INC.

“SAFELY BUILDING A BETTER WORLD”

AT —

Site Management - Demolition

Earthwork - Site Utilities

Our INNOVATIVE SOLUTIONS, STRATEGIC PROBLEM  Environmental -
SOLVING, and WIDE SCOPE OF SERVICES can be de-
livered fully managed, as a combined package or
stand alone to meet the needs of the client and
always come with our partnership commitment to
deliver more than what you paid for.

Don’t build your next project on the cheapest
dirt and infrastructure you can buy - your entire

Complete Civil
Contracting Services

Land Development g
Commercial - Landfill - Recycling

gL

730 W. 62nd Avenue Denver CO 80216

Phone: 303.429.8893 / Fax: 303.429.3035
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Dependably fast.
And simply dependable.

LOW FEES | STREAMLINED PROCESS | BEST-IN-CLASS SERVICE

Get a process that's fast and service that lasts.

Chase delivers best-in-class service and a simple, straightforward loan process to help B
apartment building owners succeed. Coupled with competitive rates and low fees, we "

deliver more to borrowers than any other multifamily lender.

See why we're the nation’s #1 multifamily lender. Call today! CI IAS E

Catherine Murphy Darren Cox

Client Manager Client Manager

(303) 512-1283 (303) 552-1858
catherine.murphy@chase.com darren.p.cox@chase.com

@ Credit is subject to approval. Rates and programs are subject to change; certain restrictions apply. Products and services provided by JPMorgan Chase Bank, N.A.

ey #1 claim based on 2015 FDIC data. © 2016 JPMorgan Chase & Co. Member FDIC. All rights reserved.187181

CENDER
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Market Update

Millennial-driven demand 1s still growing

emand for rental housing is
not slowing and, for the next
several years, the industry
will continue to thrive, espe-
cially in Denver. I maintain
that there is more demand forth-
coming than the Mile High City has
previously experienced. The prosper-
ity of Denver’s apartment market
can be narrowed down to the main
indicators of population and popula-
tion growth. Denver experienced a
substantial amount of growth as of
late, yet the rental market has not
realized much of this growth.

Denver has been in the top-five
cities in the country for population
growth for a handful of years, help-
ing make Denver a top apartment
market. However, there is a portion
of Denver’s population that still
remains untapped. This yet-to-be
unleashed demand factor is living
with its parents currently.

The overall impact of the millen-
nial generation has been well docu-
mented. Many of these individuals
between the ages of 18 and 34 are
still - or back - living at home, and
there are a great deal of them. The
U.S. Census Bureau’s American Com-
munity Survey recently noted that
in Colorado, 24.6 percent of millen-
nials are living at home. With the
number of millennials in Colorado
approaching 1.3 million, this equates
to roughly 320,000 potential renters
in Colorado who have yet to enter
the market and most live in metro
Denver. To put this number into per-
spective, metro Denver’s apartment
inventory currently totals 320,000
units.

The millennial generation has
transformed traditional ideas of how

A A (Xl

Prudential Mortgage Capital Company’s

loan programs include:

= Fannie Mae DUS™ loans

and where to live
and has overtaken
baby boomers in
total population

in metro Denver.
Millennials are not
looking to settle
down like previous
generations; the
average age of mar-

Andy Hellman riage is 28, where it
Senior managing ~Was 21 in 1960, and
director, ARA  the average stu-

dent debt of a 2015
graduate is $37,172.
Apartments offer the freedom for
the desired lifestyle, including travel,
no home maintenance and no long-
term commitments to a specific
location. This is not another typi-
cal cycle. Instead, this is the begin-
ning of the reshaping of how young
Americans live.

Today, the average cost of a home
in metro Denver is $425,921, mak-
ing home purchase inaccessible for
many. The American dream no lon-
ger consists of the suburbs, two-plus
children, a golden retriever and a
white picket fence. For many, priori-
ties of how and where they live cen-
ters on convenience, socialization
and overall lifestyle. Generations
coming of age today are defining
the new American dream, and it is
constantly evolving. No other genre
of real estate is better prepared for
these adaptations than apartments.

The largest and, potentially, most-
influential generation, Gen Z, has
just begun to make its mark on soci-
ety. This group of after-millennials
(ranging in age from roughly 4 to 17)
is beginning to graduate from high
school and is more in touch with

Newmark, Denver

) 200

il

Metro Denver Population

|

ARA Newmark

Population in metro Denver has steadily increased in Denver since the early 1990s.

technology than any group before it.
This generation will be more mobile,
more adaptive, more conscience of
lifestyle and will continue the evolu-
tion of the housing world that mil-
lennials started. In addition to new
requirements for future homes (net-
zero emission development, excel-
lent locations, built-in tech, etc.),
we will see an even more drastic
manipulation of the historical trends
that developers have used to help
determine what and when to build.
Historically, absorption in Den-
ver has been plus-or-minus 4,500
units per year in relation to roughly
the same number of units built per
annum, or a 1:1 ratio. This, how-
ever, is changing. We are now seeing
higher demand, more in line with
1.25 units absorbed for every one unit
built. This means that demand is
exceeding supply on a historical basis
by nearly 1,000 units per year. I argue
that this trend is both very real and is
working its way north of that number
with every year that passes.

PRUDENTIAL MORTGAGE CAPITAL COMPANY

- WE GET IT. DONE.
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The vacancy rate in metro Denver
was expected to increase to more
than 6 percent for two years now,
but this has yet to happen. Today,
we remain at a 5 percent average
vacancy rate. There are a number of
influences that contribute to this,
but what will remain at the core of
demand is population and popula-
tion growth. Denver is an amazing
place to live, it is an internation-
ally recognized destination and we
are experiencing unprecedented
growth.

Our city is adapting to the shifts
in culture and influences injected
from new and maturing genera-
tions. Organically, Denver has what
many cities are struggling to cre-
ate — quality of life. The amount
of construction in Denver today is
a necessity. From a historical per-
spective, the total number of units
under construction can appear star-
tling; however, in reality, housing is
being created for that silent popu-
lous waiting to rent. A

by
w

Prudential Mortgage Capital Company combines one of the

industry’s most experienced teams with extensive lending
capabilities and consistent performance in the Colorado market.

= Freddie Mac Program Plus®

= Specialized affordable housing programs

= FHA
= Conduit

= Prudential’s life company portfolio and

We originated nearly $6 billion* in multifamily loans in 2015

and focused on a variety of specialized property types including:

market rate housing, affordable housing, student housing, senior
housing and health care senior living. Once again, the numbers

proprietary balance sheet program

prove it: We have the talent and resources to get your deal done.

WE GET IT. DONE.

Andrew Dale at 720-356-6408
or andrew.dale@prudential.com

@ Prudential

© 2016. Prudential, the Rock symbol, and the Prudential logo are service marks of Prudential Financial, Inc. and its related entities. *As of 12/31/2015.



mailto://andrew.dale@prudential.com
http://www.signatureflip.com/sf01/article.aspx/?i=8697

|

EEINSTRUETIIJN
Trust Valvﬂe In51ght Build On

__i__. ———
' m

l'-.: i’:’-f :



http://www.shawconstruction.net/

Page 12 — Multifamily Properties Quarterly — November 2016

Investment Market

Muttitamily offers reliable investment opportunities

enver’s robust multifam-

ily market continues to

defy expectations as con-

struction and rent growth

remain on the rise headed
into 2017. After four years of dou-
ble-digit rent growth, developers
have responded with expansive
projects across the Denver metro-
politan statistical area that are add-
ing over 20,000 units to the existing
stock. Rent growth in core areas
of development has come off its
peak as new supply is delivered, yet
absorption and rent growth remain
extremely positive. The result has
been a record-setting year for
prices and transactions with over
$6 billion expected to trade in 2016
across the Front Range.

This trend is not limited to Class
A and Class AA properties. It’s
already common for older, value-
add multifamily properties in the
area to sell well above $100,000 a
unit, according to CBRE Research.
Likewise, new product in core loca-
tions can be seen approaching sale

prices of $400,000 a

unit with a recent

outlier north of

$500,000 a unit.
Furthermore,

market forces

behind this phe-

nomenon are

not only spur-

ring development

\;!al(e Yo'lcjingt across the Denver
1ce presiaent,
vestment metro area. These
properties, trends are rep-
multifamily, CBRE  resentative of a
| Capital Markets, arger shift that is
Denver

impacting neigh-
boring markets like
Fort Collins and Colorado Springs.
Major population growth is just
one of the many factors solidifying
Denver’s status as a premier loca-
tion for multifamily development.
Denver and its neighboring markets
attracted 78,000 new residents in
2015, pushing the region’s popula-
tion to 4.5 million. Moreover, the
region saw the addition of 70,000

The result has been a record-setting
vear for prices and transactions with
over $6 billion expected to trade in
2016 across the Front Range.

t's already common for older, value-add
multitamily properties in the area
to sell well above $100,000/unit,
according to CBRE Research.

jobs over the same time period.

Equally notable are the region’s
unemployment rates, which reli-
ably fall below the national average
in Denver (3.1 percent), Colorado
Springs (3.8 percent) and Fort Col-
lins (2.9 percent). As a result of this
population and job growth, Denver
boasts the seventh-fastest-growing
economy of the 100 largest multi-
family markets in the U.S.

Future population growth in Colo-
rado will play a significant role in

CBRE

multifamily trends. In fact, Colo-
rado already is the second-fastest-
growing state in the country. Over
270 consumers relocate to Colorado
daily and an overwhelming majori-
ty of these new residents are drawn
to Denver. Over the next 25 years,
Denver’s population is projected to
increase by more than 50 percent,
according to American City Busi-
ness Journals.

Please see “Young,” Page 28

Isldal PROVEN RESULTS

IN REAL ESTATE CAPITAL MARKETS SOLUTIONS

A crafted design experience to support your market needs.

Market to Place

CURRENTLY MARKETING

Greenwood Park  Greenwood Plaza  Stonegate KoKo Plaza Tiffany Square
Property Sale Property Sale Property Sale Property Sale Property Sale

281 Units 266 Units 350 Units 34,174 SF 184,215 SF
Multi-housing Multi-housing Multi-housing Mixed-use Office & Retail ~ Office

Centennial, CO Centennial, CO Broomfield, CO Louisville, CO Colorado Springs, CO

[C] o THE maker [] on THE manker [C] onTHE MaRKET [C] o THE Manker

CLOSED TRANSACTIONS

[C] onTHE MaRKET

Bluffs at The Phenix

Skye Crest Highlands Ranch Santana Ridge at 4-Mile
Property Sale Property Sale Property Sale Financing
300 Units 340 Units 384 Units 177 Units
Multi-housing Multi-housing Multi-housing Multi-housing
Lakewood, CO Highlands Ranch, CO Denver, CO Glendale, CO
. CLOSED AUG 2016 . CLOSED SEP 2016 . CLOSED SEP 2016 . CLOSED 0CT 2016

Gartner Campus AMLI at Lowry Estates RockVue

Property Sale Property Sale Property Sale

257,475 SF 414 Units 220 Units

Office Multi-housing Multi-housing

Ft. Myers, FL Denver, CO Broomfield, CO

[ ctosen ocTans [ cLosen oct a0 [ cLosen ocT a0
For investment sales, financing, distressed debt/REO, loan sales, equity recapitalization,

restructuring services or advisory services, contact HFF.

Eric Tupler Mark Katz Jordan Robbins Josh Simon Chad Murray
Debt & Investment Multi-housing Debt & Investment
Equity Placement Sales Investment Sales Equity Placement Sales
(303)515-8001 (303)515-8093 (303)515-8010 (303) 515-8002 (303) 515-8025
etupler@hffip.com mkatz@hffip.com jrobbins@hfflp.com jsimon@hfflp.com cmurray@hffip.com
Brock Yaffe Leon McBroom Jeff Haag Kristian Lichtenfels  Jules Sherwood Mark Williford
Debt & Debt & Multi-housing Debt & Investment Investment
Equity Placement Equity Placement Investment Sales Equity Placement Sales Sales
(303) 515-8034 (303) 515-8008 (303) 515-8004 (303)515-8007 (303)515-8027 (303)515-8032
byaffe@nfflp.com Imcbroom@hfflp.com jhaag@nfflp.com klichtenfels@hfflp.com  jsherwood@hfflp.com muwilliford@hfflp.com

HFF DENVER | 1125 17th Street, Suite 2540 | Denver, C0 80202 | (303)515-8000 | hfflp.com

Holliday Fenoglio Fowler, L.P. (“HFF") a licensed Colorado and Florida real estate broker.
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Erik Okland, ma, NcaRE, LEED® AP BD4C .
(720) 360-4586
eokland@cuningham.com

v

' CUNINGHAM
www.cuningham.com G R O U P

ARCHITECTURE INTERIOR DESIGN  URBAN DESIGHM  LAMDSCAPE ARCHITECTURE
Minneapalis Los Angeles LasVegas Biloxi Denver %anDiego  Phoenix Seoul Beijing Doha
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iy PALACE

CONSTRUCTION

M U Iti'Fa m i Iy Expertise. building better lives™
since 1963
Multi-Faceted Approach.

The things we build are made of more than concrete and drywall,
more than shingles and solar panels.

We build more than just buildings.
At Palace Construction, we build better lives.

And we've been doing it for over 50 years.

Call us today to bring our expertise and approach to your next project.

Commercial Structural Restoration

Multi-Family Housing ConstructlonIDefect Repair Disaster Response
Affordable Housing HOA Recorist r\Jctlon I 4 Fire Restoration
“Structural Repair ' Water Mitigation
OPMSTES Foundation Repair  NMold Reme‘bhéﬁtlon.v
Senior Living / /| } Window Replacemeént “\Vehicle Impact -
Education ' Stair Replacement _ StormﬁRecovery
Healthcare Historic Renovation ' '
; Hospltaht '- Expert Witness

R&tail ,

7 S. Galapago St. phone 303-777-7999
Denver, CO 80223 web palaceconst.com
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Lending

Navigating Sectlon 1031 exchange options

ost market participants are

familiar with the concept

of a like-kind exchange

pursuant to IRC Section

1031. In a Section 1031
exchange, an investor may defer
income taxation of the realized gain
on the sale of a property by invest-
ing in a replacement property. There
are numerous eligibility, identifica-
tion and timing restrictions with
which exchanges must comply - but
careful planning and coordination
can result in a smooth process and
effective results. This article exam-
ines an example of how an investor
can achieve a significant portfolio
transformation using a lesser-known
capability within the Section 1031
exchange regulations.

The investor owned an apartment
building project in an adjacent state
for many years. Based on its strong
cash flow, the apartment building
project has a current valuation of $8
million, with net debt of $3 million.
The investor’s goal is to reduce the
geographic portfolio footprint in order
to make its operations more efficient;
the plan is to execute a Section 1031
delayed exchange.

In a Section 1031 delayed exchange,
the property intended for sale is the
relinquished property. The property
to be purchased is the replacement
property. The investor engages a
qualified intermediary (in this case,
1031 Corp in Pennsylvania, a highly
experienced 1031 exchange specialty
firm) to conduct the exchange. (See
illustration.)

In a Section 1031 exchange, it is
critical that the investor receives no
cash or property other than a like-
kind replacement property. Therefore,

APARTMENTS

Property Management
Leasing & Maintenance
Accounting
Construction Management
Asset Management
Marketing & Branding

Strategic Planning

WHEELHOUSE

in a Section 1031
delayed exchange,
the proceeds of the
sale of the relin-
quished property go
directly to the quali-
fied intermediary.
The qualified inter-
mediary then uses
the proceeds as part
of the funding to
acquire the replace-
ment property
within the 180-day
period.

Now let’s assume the investor
locates a purchaser for the apart-
ment building project for $10 mil-
lion. As part of its §1031 express loan
program, we (the bank) provide a
loan commitment to the proposed
purchaser with a 180-day closing win-
dow, thus assuring the seller both the
proceeds of the sale and the timing
of the sale for Section 1031 exchange
purposes.

Even before the investor begins
negotiating the sale of the existing
apartment building, the investor
scours the local market for reinvest-
ment opportunities. The process of
identification is crucial to Section
1031 exchanges because of the 45-day
rule, wherein an investor must iden-
tify all of the potential replacement
properties in the exchange within 45
days of the transfer of the existing
property. Failure to meet all of the
requirements of the 45-day rule can
void the exchange.

The investor determines that own-
ers of a large apartment project in
town may have an interest in sell-
ing for $18 million. During the initial
research, the investor determines

Mindy Koehnen
Vice president,
BankFinancial,

Denver

e L
1031 Express

Qualified
Intermediary

Identification
0 Period

o

45 days

Exchange
Period

180 days v

BankFinancial

A flow chart of a Section 1031 exchange, with BankFinancial representing the bank.

that the project is actually 11 separate
buildings (both by property address
and tax identification number) in two
different planned unit development
tracts, all with common ownership.
The potential sellers indicate that, for
management reasons, they want to
sell the entire project at once.

A common method to satisfy the
45-day rule is to identify up to three
properties as the replacement proper-
ties (“three-property limit”) by written
notification to the qualified interme-
diary. If the investor actually closes on
any of the three identified properties
within the 180-day closing window,
the 45-day rule is satisfied. Clearly,
the target project exceeds the three-
property limit.

A lesser-known method to comply
with the 45-day rule is the “200 per-
cent limit” for replacement property
identification. An investor can iden-

tify an unlimited number of replace-
ment properties, so long as the total
market value of the identified proper-
ties does not exceed 200 percent of
the sales price of the existing prop-
erty. The “200 percent limit” provides
the additional flexibility necessary

to properly identify replacement
property for an effective Section 1031
exchange.

Once the investor identifies the
replacement properties under the
200 percent limit, we conduct due
diligence and are ready to issue
loan commitments to purchase the
replacement properties. At this point,
the investor is prepared to execute
contracts to sell the existing project
and purchase the replacement proj-
ect. Using §1031 Express, we coordi-
nate the closings with the qualified
intermediary to meet the Section
1031 time limits. A

Multifamily property management that puts
your building on a more profitable track.

Like the railroad platform that spins train cars in a new direction,

Wheelhouse Apartments™ repositions your property for increased

cash flow and building value.

Wheelhouse Apartments is central Denver’s premier apartment property

management company, helping apartment owners maximize income and

property values through expert property management, innovative marketing

and branding, cost-effective renovations and asset management.

Call us for a free initial
consultation: 303.518.7406

In partnership with:

MENT GROUP

MIER APARTMENT BROKERS

Wheelhouse Apartments e 90 Madison Street, Suite 500 e Denver, Colorado 80206 ® www.wheelhousemgmt.com ® www.wheelhouseapts.com

Part of the Wheelhouse family of companies: Boutique Apartments o

Wheelhouse Apartments e

Wheelhouse Commercial Management o

Wheelhouse Construction
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PRESGCIENT®

FASTER. BETTER. GREENER. CHEAPER.

Prescient is the most utilized
5 structural system for new
Multi-family mid-rise buildings in Denver.

Housing
Denver is in the middle of an urban population boom, pushing

the need for taller, higher-density buildings to an all-time high.
Prescient, a Colorado-based construction technology company, is
helping to shape Denver’s growing skyline with a system that is as

Hotel/Hospitality unique as the city itself.

The Prescient Structural System is making an impact:

% o The first true alternative to cast-in- place concrete frame

structures for mid-rise projects up to 16 stories tall
Senior Housing e Go beyond the limits of wood construction by adding floors to

the project economically

E e Drivesoverall project efficiency by reducing time to market,
cost, and minimizing risk

Affordable Prescient’s proprietary software platform and metal framing
Housing system allows for high speed, efficient, and precise construction

of multi-unit structures including hotels, apartments, student
housing, and senior living.

=%, ICC www.PrescientCo.com | info@prescientco.com | 303.397.1914
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N @ Copyright © 2010-2016
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Broker Insights

Prep building ahead of sale to maximize value

onstruction of new apart-

ment buildings is leading

metro Denver’s building

boom, but many industry

experts believe the multi-
family market has reached its peak
and it may be time for apartment
owners to consider selling.

Despite the delivery of 2,971 new
units during the third quarter, the
vacancy rate declined to 5.1 per-
cent from 5.4 percent in the second
quarter. Average rents declined in
the third quarter for the first time
since 2013, dropping $3 to $1,368 a
month.

Today’s market conditions make
multifamily properties an attractive
purchase for investors, who set a
metro Denver record with apart-
ment sales of $4.1 billion sold dur-
ing 2015 and nearly $5.1 billion dur-
ing the first nine months of 2016.

If you're considering selling your
apartment building, there are a few
things you should do to maximize
its value before listing the property.
Because most apartment buildings
that are sold are not new, these
comments are directed to owners of
older properties, mainly pre-1980s.

First, try to get a sense of who
your likely buyer will be — insti-
tutional, private capital, 1031
exchange, etc. This will help you
select your team of advisers and
prepare accordingly.

Thoroughly reviewing your profit
and loss statements and noting any
nonrecurring expenses is important
and can help a buyer (and lender)
understand the property’s opera-
tions. Failure to share these details
up front with a buyer usually will

" end up caus-
ing issues down
the line with the

ﬁ X

tl -y - ",I- buyer as well as
N the appraiser and
=D lender.
- Next, check your
rent roll to ensure
| it matches what
the leases actu-
Jeff Johnson  ally say. Often,
Principal, Pinnacle  the rent roll will
Real Estate have lease expira-

Advisors, Denver tion dates. rent
R ,

rates and security
deposit amounts that don’t match
the actual leases. When a buyer
finds these errors during the due
diligence period, it may raise ques-
tions about what else is incorrect in
the information you provided. New
leases should support the pro forma
lease rates shown in the marketing
materials.

Even though investment real
estate is “all about the numbers,”
there is also an emotional compo-
nent to the process. Properties that
look nice sell for lower cap rates
(higher prices).

Before unveiling your property to
potential buyers, make sure it has
curb appeal. For every person who
calls me about a listing, there are
probably 10 who will simply drive
by the property. If the property
doesn’t look good from the street,
a potential buyer may not call and
the opportunity to showcase the
hidden potential of the building is
lost. Simple things like paint and
landscaping aren’t that expensive
but can make all the difference.

It’s also important to be aware

of any deferred maintenance. You
don’t want to find out about sig-
nificant issues during the buyer’s
inspection. A little money spent

on common area carpet and paint
can completely change the feel of a
property.

When it comes to the roof, be
proactive. Buyers’ roof inspectors
usually seem to conclude that the
roof needs to be replaced. Find a
reputable roof inspector to provide
you with a true assessment of the
roof before listing the property. You
may want to consider obtaining a
roof certification, roof warranty or
roof maintenance contract, which
can help streamline the inspection
process and minimize price nego-
tiations.

The same proactive approach
should be taken for the heating,
ventilation and air-conditioning
systems. Having these inspected
and repaired in advance can result
in more dollars to your bottom line.

Sewer lines sometimes are “out
of sight and out of mind” for sell-
ers, but buyers often will have
cameras run through them to look
for breaks. If the line has not been
cleaned out recently, the camera
may not be able to push through to
the main line, resulting in a frus-
trated buyer and a second inspec-
tion after the lines are cleaned -
often at the seller’s expense. Getting
sewer lines cleaned in advance is a
low-cost way to provide the buyer
with another example of how well
maintained the property is.

Your electrical system may be
working fine, but it is important to
determine in advance whether any

inspection issues are likely to arise.
For example, insurance companies
frown on some of the older electri-
cal panels, such as Federal Pacific
or Zinsco. These panels almost
certainly will be called out by the
buyer’s building inspector and may
make it difficult for the buyer to
obtain insurance on the property.
The same is true if ground fault cir-
cuit interrupters are not installed to
code. The cost to get your electrical
service up to par can be significant
and should be taken into consid-
eration when negotiating a selling
price.

It’s important to show potential
buyers everything about the prop-
erty up front, not just its positive
attributes. If you show a buyer only
the nicest units prior to going under
contract, you can be assured he will
push back on pricing after he had
completed the unit-by-unit inspec-
tion.

Any environmental, survey, title
or structural issues should be dealt
with, or at least fully understood,
before taking a property to market.
It can take time to address these
types of issues, which can easily be
deal killers. Taking these issues into
consideration will help set both the
buyer’s and seller’s expectations
correctly and avoid big problems
during the inspection period.

Spending a little time and money
up front to make sure your apart-
ment building shows well, has
accurate books and records, and
no surprise issues will ensure a
smooth process and a much higher
selling price. A

Legacy Partners has a 4/-year
track record of consistently out
performing the competition:

*  Acquisition & Development
* |nvestment Management

* Entitlement Assistance

+ Construction Management
* Asset Management

Third Party Multi-Family Property
Management Includes:

We're not just multi-family, SRS
. - ¢ New community lease-up
We,re mU|t|-faceted_ - * Conventional stabilized

* Renovations & repositioning

* Senior communities

+ Tax credit & affordable

* Receiverships & broken
condominium projects

The broad depth of our capabilities has made Legacy Partners
a proven leader in all aspects of multi-family real estate.

Contact us today to learn more
about our experience and capabilities,

650 S. Cherry Street # 825
Denver, CO 80246

303-320-3500
legacypartners.com

LEGACY

PARTNERS

Battimore | Chicago | Dallas | Denver | Greenville,SC | Inland Empire, CA | Los Angeles
Minneapolis | Orange County, CA | Phoenix | Portland | San Diego | San Francisco | Seattle | St Louis
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CAPIT EXPLANATION RATES/SPREADS LTV/COVERAGE TERM AMORTIZATION FOCUS TRENDS
+ Many life insurance companies are ahead of plan for
multifamily allocations and look to become more
selective in 2nd half of 2016
. » Non-Recourse 175-210 bps over the » Market rate properties in * Most competitive at lower to moderate leverage with
LIFE INSURANCE * Insurance premiums ) * Up to 70% LTV 5-30 .
X * Longer-term fixed comparable US o 25-30 Years major metro areas strong sponsor
COMPANY + Annuity and GIC sales X * 1.25x Minimum DCR Years . K - . )
rate loan Treasuries * B quality properties and above | -« Flexible prepayment penalties available for small
pricing premium
« At right leverage (~60%) lenders can do Interest Only
« Best source for terms over 10 years
» Market Rate « Operating through specially designated underwriters
» Sales of mortgage- « Age-Restricted « Comparable pricing for affordable/workforce housin;
) g s ) » Non-Recourse 225-250 bps over the | +Up to 80% LTV & K .p R P s : . R s
backed securities with ) . 5-30 « Affordable/Workforce + Minimum investment is typically 1MM with no
AGENCY i i * Longer-term fixed comparable US +1.20x Minimum DCR 30 Years . . .
implied government rate loan Treasuries Years » Major metro areas maximum loan size
guaranty « Secondary/Tertiary Markets « Agencies have increased rates and slowed production
+ C quality properties and above | in the face of government mandated caps
+ Spreads have narrowed 25-75 bps since 4Q 2015
Market Rate » Most competitive at higher leverage in secondary and
« Sales of mortgage- » Non-Recourse 225-275 bps over the | +Upto 75% LTV . . tertiary markets
. y . L 57&10 « Second tier properties K
CONDUIT (CMBS) backed securities + Longer-term fixed greater of Treasuries | +1.25x Minimum DCR Years 30 Years Secondary/Tertiary Markets + 10 years interest-only under 65% LTV
through public markets rate loan or Swaps * 8.0% Minimum Debt Yield ) v ‘y « 5 years interest-only under 70% LTV
« C quality properties and above
« Standards are tightening for Sponsors with no deposit
relationship, and establishing a deposit relationship is
becoming a requirement
« Market Rate . g a .
X * Maximum LTC for construction loans has dropped to
» Recourse (some non- » Up to 75% LTV for + Age-Restricted . X
) Upto7 55%-60% in last six months
+ Corporate Debt recourse available) 200-300 bps over permanent loans Interest Only to « Affordable/Workforce . _ . .
BANK ) Years K * Most competitive for Sponsors with established banking
+ Deposits « Shorter-term fixed bank cost of funds * Up to 60% of cost for ) 25 Years * Major metro areas ) X X .
. R Fixed X relationships and strong borrower history that are willing
and floating rate loans construction loans « Secondary/Tertiary Markets
i ) to accept recourse
« B quality properties and above R . X .
« Primarily recourse loans, with non-recourse available to
strong sponsors at low leverage
* More flexible (open) prepayment terms
* Non-Recourse
* Up to 85% LTC » Market Rate
DEBT FUND / BRIDGE | - Private Capital + Shorter term bridge | LIBOR + 300-550 bps p- ] 1-5 . « Pricing depends on leverage level, property quality, and
L . o * Going-in 1.0x DCR Interest Only « Secondary/Tertiary Markets
LOAN + Institutional Capital loans for acquisition (some w/ floors) (3+1+1) K . Sponsor strength
- « C quality properties and above
and/or repositioning

Essex Financial Group - Recent Multifamily Transactions

Belcaro

Highland Place Aparments Keenan Apartment Portfolio

Denver, CO Nashville, TN Colorado Springs, CO
$15,000,000 Permanent Loan $63,581,000 Permanent Loan $10,500,000 Permanent Loan
CMBS Debt Fund Agency

Cooprer WiLLIAMS
PRINCIPAL
(303) 843-4581
CWILLIAMS@ESSEXFG.COM

PeTerR KEEPPER
MANAGING PRINCIPAL
(303) 843-6002
PETERK@ESSEXFG.COM

JeFF RiGGS
PRESIDENT / PRINCIPAL
(303) 843-0440
JRIGGS@ESSEXFG.COM

ALeEx RiGGs
VP ofF LoaN ProbucTiON
(303) 843-4027
ARIGGS@ESSEXFG.COM

MICHAEL SALZMAN
VP ofF LoaN ProbucTiON
(303) 843-6015
MSALZMAN@ESSEXFG.COM

Ep Boxer
PRINCIPAL
(303) 843-9256
EBOXER@ESSEXFG.COM

MIKE JEFFRIES
PRINCIPAL
(303) 843-9220
MJEFFRIES@ESSEXFG.COM

Essex Financial Group | 1401 17th Street, Suite 700 | Denver, CO 80202 | www.essexfg.com
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Design

Transformative districts planned for new stations

olorado’s billion-dollar
investment in multimodal
transportation is not only
reshaping the Denver trans-
portation grid, but also
unlocking new housing, entertain-
ment and live-work-play opportuni-
ties across the greater metro area.

Many new multifamily develop-
ments are starting to emerge adja-
cent to these stations, reshaping
neighborhoods into transformative
urban districts. Each new transit-
based district is a critical framework
for residents, commuters and busi-
nesses to develop into a continually
reshaping sense of place. As each
new station center develops, archi-
tects and planners need to define
these urban spaces as an inclusive
and dynamic place for people to be
and to interact.

Many of the newly built or
planned elements at these transit
locations are multifamily for-rent
communities offering an afford-
able alternative to downtown. These
communities are the first piece of
the master-planned vision of vari-
ous cities. Each station will have its
own unique character with its own
community connections and devel-
opment drivers. It is the responsibil-
ity of these developments to play a
vital role at full build out, in addition
to its role as a standalone property
helping to define and connect the
area.

For example, we designed the
Iliff Station Apartments, which is
being developed by SteelWave and
recently broke ground at the station.
The apartments tie the surround-
ing lower-density, primarily single-

family neighbors to
the higher-density
station core. The
city originally envi-
sioned the site with
a slightly higher
density but the
neighbors were
concerned about
traffic. We designed
a project that met
the density goals
of the city and
addressed traffic
concerns. Through
this project, we
connected the existing communities
to the station with great open space
so that the residents have a sense of
place today before the station’s full
build out.

Paying attention to the public
realm within a transit-oriented
development is critical to pro-
moting and defining the district’s
sense of place. Key components
include friendly ways to enhance
the pedestrian experience with dis-
tinct gathering zones, wider, well-lit
sidewalks, pathways and bike paths
that seamlessly link people to the
station. The development needs to
include public spaces to allow for
activities that promote both resident
and neighborhood interaction. The
program needs to promote users in
street-adjacent spaces that are lively,
active and provide sense of pedes-
trian scale such as restaurants, cof-
fee shops and shopping. Residential
buildings should extend to the street
with stoops and active zones that
align with the public realm. People
want to be part of the action.

Nathan Sciarra,

Associate principal,
KTGY Architecture
+ Planning, Denver

We currently are collaborating
with Forest City on the master plan
and potential first phase of the
Central Park Station in Stapleton.
Though still in discussions, the
first phase will start with a six- or
seven-story for-rent residential com-
munity. To create the sense of place,
the overall station area has been
planned with a large central plaza
at the core surrounded by a mix of
uses.

The first residential building will
encompass one corner of this future
plaza only and efforts are being
made to create “place” for today as
well as tomorrow. Emphasis will be
on the amenity deck that overlooks
the main street into the station core

KTGY Architecture + Planning
SteelWave broke ground last month on Iliff Street Apartments, a multifamily develop-
ment adjacent to the planned Iliff light-rail station in Aurora.

and will include scaled-down, two-
story massing that addresses the
pedestrian scale and presents to the
sidewalk with steps up to each front
door. Important gateways from all
directions are addressed with criti-
cal changes in mass or lack thereof
to recognize distinct points within
the station area. The overall station
plan will take years to come to frui-
tion, but the plan is designed such
that the flexibility will allow for the
organic development based on mar-
ket demands and consumer tastes
while maintaining the important
qualities of place.

Each of these new transit stations
creates opportunities for increasing

Please see ‘Sciarra,” Page 29
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Specializing in
Commercial Property

Workers Compensation - Property / Casualty - Professional Liability - and more!

Keller-Lowry

Insurance, Inc.

9% Buckner conpeny

How we're different...

* No separate wind or hail deductible

Multifamily
Capital Advisors

$100’s of Millions of Apartment Loans
Funded and Closed!

Gold Program $1,000,000 to $10,000,000
11-4-16
3.30% Fixed Rate for 3 Years
3.40% Fixed Rate for 5 Years
3.75% Fixed Rate for 7 Years
4.15% Fixed Rate for 10 Years

75% LTV Cashout Refi
- Serving apartment owners, managers and associations
80% LTV Purchase since 1972

- 24 hour customer semvice

*We represent many of the top insurance carriers affording
the most competitive coverage and prices specific to the
apartment insurance industry

* Licensed in most states

- Expert claims, risk management and loss control services

Step Down Prepay Penalty

Your Multifamily Insurance Industry Expert:
Dustin Thome

dthome@buckner.com
(303) 756-9909 or (800) 753-9909

Fax: (303) 756-8818
www.Buckner.com

Jerry Kendall (720) 280-7431

jerrykendall@multifamilycap.com

WE’RE EXPERTS AT DELIVERING ON COMPLEX

REQUIREMENTS, SO YOU CAN FOCUS ON BUILDING

®  YOUR BUSINESS.

OVER THE PAST FIVE
YEARS, CATAMOUNT HAS:

For nearly 20 years, customers nationwide
have put their trust in Catamount. We

understand the specialized requirements

of multifamily construction and our team
members have the expertise and dedication
to meet your project’s unique needs. We do
what it takes to make your project a success
- that’s the Catamount way.

We’re excited to introduce the newest
community Catamount completed for
Littleton Capital Partners - Oxford Station.
This new 238-unit multifamily project is
located near the Oxford Light Rail Station

on RTD’s Southwest line and includes a
renovated 1930’s, 9,000 square foot building
which houses a fitness center and future
office/retail space.

CONTACT CATAMOUNT FOR YOUR
NEXT MULTIFAMILY PROJECT.

CATAMOUNTINC.COM

CATAMOUNT

CONSTRUGTORS, ING.

> Been awarded 61 multifamily

projects nationwide

> Completed 5,274 units

valued at $550 million

> 897 units currently under

construction in Colorado and Ohio

SPECIALIZING IN:

> Affordable Housing

> Assisted Living

>

>
>
>
>
>

Market-Rate Apartments
Mid-Rise Construction
Mixed-Use Development
Senior Living

Student Housing

Urban Infill
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evitalization plans for Long-

downtown strad-

Project Highlight

Longmont continues reV|taI|zat|on with new prOject

mont’s historic downtown

began more than 20 years

ago. The 1995 Downtown

Longmont Master Plan
Development put forth a process of
ongoing commitments to improve
the quality of life in Longmont.

Even with economic turbulence,
this area has progressed with new
restaurants and businesses add-
ing to downtown’s revitalization.
The growth was planned to retain
Longmont’s historic fabric while
also providing a walkable, modern
community. Just last year, Longmont
popped up on Livability’s 2016 list
of 100 Best Places to Live, ranking
No. 23. The ranking criteria factors
in housing, amenities, demograph-
ics, economy, education, health care,
social and civic capital, and trans-
portation and infrastructure.

The city of Longmont had the dis-
tinction of being the first planned
community in Boulder County. It
began when a group of business-
men in Chicago put together the
Chicago-Colorado Colony, a city
planned from scratch and laid out
in a grid before being settled. Long-
mont’s location was key because
the railroad already came through
this area. With the growth of the
railroad, the population and popu-
larity of the area increased. If you
stroll down Main Street in historic
downtown Longmont today, you
can still see many classic buildings
with original facades and interior
features dating back to the original
Chicago-Colorado Colony’s estab-
lishment in 1870.

A recent unique development

dles the history of
Longmont as well
as contributes to
downtown’s evo-
lution. The Terry
Street Brown-
stones, on the cusp
between commer-
cial and residential
uses in this historic
area, gives a nod to
the Chicago-Colo-
rado Colony’s roots
while providing

an elegant, work-
able solution to the
L-shaped, tight infill site.

“This development strikes a bal-
ance between the commercial and
residential transition of this area
and adds to the century-old charac-
ter of this neighborhood,” said Jeff
Van Sambeek of Lodestone Design
Group, the project architect. “The
choice of brownstone-style homes
worked perfectly on this challenging
lot, putting each home’s stoop right
at the street and creating an alley
toward the center of the block.”

An existing historic structure, a
house and garage, were moved to
a lot downtown, where they were
preserved before construction of the
Terry Street Brownstones began.

“It was a good process with the
city of Longmont and the Longmont
Downtown Development Author-
ity,” said Craig Jones, the developer
in the project. “I've had tremendous
feedback about how the brown-
stones are impacting the neighbor-
hood.”

The lot had long been vacant, so

Karen Peterson
Project
development
manager, Krische
Construction,
Longmont

Dave Zader Photography

The Terry Street Brownstones in Longmont gives a nod to the Chicago-Colorado Colony’s
roots while providing a workable solution to the L-shaped, tight infill site.

neighbors were glad to see it being
developed and many became propo-
nents for the project, Jones said.

When the project broke ground
last year, city officials, architects,
neighbors and investors attended
the ceremony.

“People were excited to have a
new addition in this area down-
town,” said Joe Black, project manag-
er for Krische Construction, the gen-
eral contractor on the project. “The
choice of design was a good one to
fit in with the surrounding neigh-
borhood. People told me they love
to walk downtown to have coffee in
the morning, and these homes, just
two blocks from Main Street, will

allow people to walk downtown to
shop or eat out, but are far enough
away from Main Street’s traffic that
it’s a quiet neighborhood. Having
the parks and schools nearby is a
benefit too.”

Longmont boasts an impressive
“urban forest,” a catalog of mature
trees integral to the charm and
character of the historic district.
Several trees along Terry Street,
which tower over the new develop-
ment, were carefully preserved dur-
ing construction.

Downtown also is served by RTD
with a hub located off Main Street

Please see ‘Peterson,” Page 29
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Scott Graber
303.647.4262

GERSHMAN
MORTGAGE

Security. Experience. Unmatched Service.

Recently Completed:
Covenant Place

101 Unit Affordable Elderly 62+

St. Louis, MO
Tl
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Affordable Elderly 62+ Residences

sgraber@gershman.com

303.810.5170

$5,508,900 FHA 221(d)(4) New Construction 1st Mortgage

Market Rate and Affordable Elderly Age-Restricted 62+ as well as
Multifamily and Healthcare Requests are Welcomed Nationwide!

ONTACT US Michael Thomas

mthomas@gershman.com
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—~ . EXECUTIVE
COATINGS &
CONTRACTING

REPAIR - RE-SIDE - REPAINT - RE-ROOF

m Fire Caulk

= Fire Stopping

o Intumescent Paint

"SPECIALIZING IN MULTI FAMILY REPAINTS AND CONSTRUCTION SINCE 1994"

888.300.6786

WWW.EXECUTIVECOATINGS.COM
| |

Colorado’s Electric
Vehicle Charging Experts

National Car Charging is one of the nation's leading providers of

EV charging equipment, along with consulting and station management
t“ ' services. We are dedicated to having a diverse lineup of products so
that we can help tailor the right solution for your needs. Located in

Denver, National Car Charging is your destination for EV charging!

((! NATIONAL
'\ ”' Ol O, CHARGING
.l

HW SALES - CONSULTING - STATION MANAGEMENT

(303) 437-4947 - www.nationalcarcharging.com



http://www.executivecoatings.com/
http://www.nationalcarcharging.com/

Page 22 — Multifamily Properties Quarterly — November 2016

Sustainabillity

How to achieve sustainability in affordable housing

chieving higher-efficiency

standards for multifamily

housing in the U.S. could be a

game changer that provides

billions of dollars in economic
benefit and significantly improves the
standard of living for millions of people.
In a 2014 study, the McKinsey Global
Institute argues that the housing indus-
try would need to cut costs by about 30
percent to deliver a standard unitin a
multifamily building that would meet
affordability requirements. This degree
of cost cutting is achievable through
energy and water conservation mea-
sures, but often is left unrealized due to
several factors.

In the August issue, we covered the
barriers to enhancing the sustainability
and affordability of existing multifamily
housing through green upgrades. Below
we provide some solutions and best
practices for overcoming those barriers.

¢ Split incentives. By providing infor-
mation on utility rebates, low-cost
financing options, savings projections
from reduced utilities and operations
and maintenance expenses, increases
in property value and revenue gains
due to potential green upgrades, prop-
erty owners can be given the informa-
tion they need to make smart decisions
based on cost-benefit analysis.

e Lack of knowledge and resources
at ownership level. A comprehensive
energy audit that includes an itemized
assessment of all energy-efficiency,
water conservation and renewable
energy options can be an effective way
to help multifamily owners overcome
their lack of knowledge and help them
select the optimal solution from the
wide variety and fast-changing green
options they are confronted with. For

each suggested
green upgrade, the
audit report can pro-
vide the costs, sav-
ings, rebates, incen-
tives and payback, so
that the owner can
select solutions that
best meet his needs.

Issues regarding
a lack of resources
can be overcome by
working with one of
the many “one-stop-
shop” service provid-
ers who can manage the entire green
rehabilitation process for the owner,
including providing access to financing
and the technical assistance to make
the smart decisions at the lowest pos-
sible cost.

 Small project size: High transaction
costs and lack of volume efficiency.

For owners of small multifamily
properties, high transaction costs and
inefficiencies can be overcome by bun-
dling multiple services from a single
service provider. Instead of hiring sepa-
rate energy auditing, engineering, con-
struction management, financing and
other service providers, owners might
consider hiring one turnkey provider.
Owmers also might consider offering
additional work such as nongreen
rehab, project capital needs assessment
report and apartment turnover services
to the one-stop-shop service provider
to help increase the project size and
eliminate the disadvantage of high-
transaction costs.

¢ Financing challenges. Gaining access
to available incentives and rebates can
be instrumental in financing green
upgrades. Incentives include local,

Ravi Malhotra

President and
founder, ICAST,
Denver

ICAST

Tallmadge & Boyer Block is a multifamily affordable housing property in Denver listed
on the National Register of Historic Places that was retrofitted in 2016.

state and federal grants, tax credits and
deductions, accelerated depreciation,
weatherization assistance program
funds and utility rebates. In many
cases a multifamily property will quali-
fy for one or several of these incentives,
which can be used as owner contribu-
tions to leverage other financing.

In addition, off-balance-sheet
financing programs such as Property
Assessed Clean Energy, Energy Per-
formance Contracts and Pay-for-Suc-
cess are potential methods for over-
coming financing hurdles. Access
to low-cost financing from state
housing finance agencies, other
government agencies or community-
development financial institutions
provides further support for primar-

ily affordable multifamily properties.

* Lack of control over tenant behavior.
Resident engagement programs can
educate tenants on the best ways to
use the existing energy and water
resources in their apartments and can
teach them additional ways to become
more efficient in their consumption
behavior. These educational programs
can be on site or online. Studies show
that if the multifamily property staff
also participate, then tenant engage-
ment programs can produce significant
results that help reduce multifamily
owner fears regarding the impact of
resident behavior on energy savings.

¢ Best practices for installing green

Please see ‘Malhotra,” Page 29
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NORTHERN COLORADO MULTI-FAMILY EXPERTS

A Comn CURRENT LISTINGS
: t . 1) 18.25+ ac. site at the NWC of Highway 392 & County Road 5, Windsor.
nvestmen
2205:“3 - 9 BoTHRE? 2) 9.64+ ac. site west of U.S. 287 & the Wal-Mart Supercenter, Loveland.
u
oizhy (Co M '.L.ﬂllj
O - s A N o
Dlanned - SITES & INVESTMENTS LISTED & SOLD FROM 2012-2016
' = =
0 : % : 3) 17.6% ac. site west of U.S. 287 & adjacent to a Wal-Mart Supercenter in Loveland.
0 g
Ei“j 4 | 4) 16.1% ac. site at the NWC of Timberline Road & Drake Road in Fort Collins.
IVINDSOR]
= 5 5) 2.E_r11 ac. site just SE of Harmony Sﬂad & Lemay Ave in Fort Collins.
{Mixed-use apartments & commercial)
Complete
224+ units _ 6) 16.9+ ac. site fronting Timberline Road, approx. 1.25 miles south of Harmony
Available ' Road in Fort Collins.
V57T H S TREE Taes
Em] 7) 10.5% ac. site SE of I-25 & US 34, within the 2534 mixed-use, master
planned, community in Johnstown.
TOVENEND 8) 8.5+ ac. site SE of I-25 & US 34, within the 2534 mixed-use, master

planned, community in Johnstown.

9) 220 Unit investment sale - The Preserve at the Meadows, along Horsetooth
Road just west of College Ave in Fort Collins.

JAKE HALLAUER CCIM, ANDY SMITH & RYAN SCHAEFER
F[WcHRrRISLAND 970-663-3150
real estate i

E BRI www.ChrislandRealEstateCompanies.com

SOLUTIONS &
STRATEGIES FOR

REAL ESTATE DEVELOPMENT

www.LAldesigngroup.com

Since 1996, LAl Design Group has been involved in

a variety of high density multifamily and attached
housing projects ranging from 10 to 300 units

per acre. These solutions range from high end
luxury urban living environments to affordable
housing strategies.

MARKET SECTORS

e Recreation & Clubhouses
* Multifamily

* Mixed-Use

* Hospitality & Resort

Industrial & Logistics Parks
Visual Media & Marketing
Residential Product Development
Community Design

. For more information on .
Call Us TOday' Real Estate Development Solutions contact us LAI DeSIQ nGrou P
303.734. 1777 info@laidesigngroup.com designers that think like developers

Architecture Planning & Entitlements Visual Media Landscape Architecture Real Estate Advisory
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Managers

n today’s ultracompetitive
apartment market, where
increasing rental rates are
causing consumers to expect —
make that demand - the very
best for what they pay in monthly
rent, it’'s imperative for property
management firms to provide the
highest level of service possible. To
do so, professional property manag-
ers are borrowing a page from the
hospitality industry and going the
extra mile to make sure that their
residents are being taken care of
and are happy in the place they
call “home.” By doing so, the team
is showing residents that they care
and creating a culture of longtime
residents who will be more willing to
renew their leases when their leases
comes due.

While amenities are obviously an
important component of any suc-
cessful apartment property, the staff
is what sets the tone for an enjoy-
able living situation. I've included
a list of some of the inherent ways
a property management team can
make an apartment community feel
more like a high-end hotel.

¢ Find the right people. When hiring
a staff for an apartment community,
it’s imperative to find the right kind
of people: people who are willing
to go the extra mile and don’t view
their job simply as a 9-to-5 workday:.
These professionals are driven to
succeed and are willing to grow with
the company. They base their suc-
cess on how happy their residents
are and, in turn, how successful the
property management company
becomes. The right personality type
can be taught the skills and nuances

of becoming a valu-
able contributor to
a property manage-
ment team.

* Training 101.
Finding the right
people is the first
step toward manag-
ing an apartment
community with

Tiffany Sweeney the feel of a high-
Director of end hotel. The next
property step is making sure
management,  that the manage-
Confluence .
Communities LLc, ment staff is well-
Golden trained and ready

to provide the very

best level of service
to residents. This might involve a
weeklong course (but, in reality, the
training is ongoing), which includes
case studies of the hospitality indus-
try, interaction with residents, on-
site introductions, review of expecta-
tions, outline goals and shadowing
with existing staff.

¢ Personable interaction. An apart-
ment community’s staff should
make it a priority to interact with
residents. This means getting to
know people’s names, learning
what their hobbies and passions
are, engaging them in conversation
if they like to talk, or giving them
their space and privacy if they are
introverted. This personal interaction
shows care and concern, and lets
residents know that the staff is there
for them on multiple levels.

* Host events. One of the ways a
property management firm can
make an apartment community feel
like a home is by hosting weekly
events and making sure that the

Management

should take

a page from hospitality

Confluence Communities

At Union West, the management team takes a page from the hospitality industry, mak-

ing customer service a focal point.

staff is actively involved. Events
might include a Thursday night
happy hour with beer and wine, a
pumpkin carving contest, a potluck
holiday dinner, live music poolside,
a pool tournament, Broncos game
parties or even hiring a video-game
truck for residents with children.
The list is endless. Again, a key
component for a successful event is
to make sure the staff attends and
takes an active role in everyone’s fun
and enjoyment.

¢ Ensure a service-rich environment.
Many apartment communities pro-
vide on-site services, but it’s up to a
professional staff to make sure that
the services provided run smoothly.
For example, cleaning services, valet,
dry cleaning, concierge, package
delivery and more all can be imple-

mented, but execution is key. The
saying “actions speak louder than
words” is ultimately true when it
comes to an apartment community
delivering on its promise to provide
residents with a service-rich environ-
ment. If the staff falters, the provided
services won’t matter to the resi-
dents and might even alienate them.
e Survey residents. Don’t hesitate
to gather your residents’ opinions
and hear their ideas. Find out what
they'd like to see in their community.
For example, if a community is pro-
viding fitness classes, you can dig a
little deeper and ask residents what
kind of classes they want (i.e., yoga,
Pilates, etc.) and what hours of the
day are best. A property manage-

Please see ‘Sweeney,” Page 29

Celebrating 30 years of building relationships
and enhancing the value of real estate.

Property Management - Owner Representation - Development - Brokerage - Construction Management

CORUM

REAL ESTATE GROUP

CorumRealEstate.com -

303.796.2000
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Marketing tactics help differentiate from the pack

he national vacancy rate has
risen the last four consecutive
quarters. Most everyone who
follows the apartment con-
struction boom realized there
would be oversupply at some point
and that even hot markets like Denver
would soften. One common solution
owners use to address this issue is to
offer concessions, price breaks or other
promotional benefits, but this cre-
ates a downward spiral. Owners and
operators should look to new market-
ing techniques that can attract more
attention and better convert potential
renters.

The first question owners must ask
is, how do we attract more people? In
short, by using local searches, digital
outreach and signage.

Use local search engine optimization
and digital marketing tactics to enable
more people to find you online. SEO
is not just typing in an address, add-
ing some buzzwords and, badda-bing,
your No. 1 on the rankings. It's about
understanding the property, the area
where it’s located and what people are
searching for. This is where national
leasing platforms fall short because
they don’t know or take the time to
understand these key elements.

Max Flats apartments in Fort Collins
opened with a number of competi-
tors in the area. Instead of using that
national platform that types in “Apart-
ments in Fort Collins,” they targeted
nearby locations, large shopping areas
and other regional search terms that
people commonly used.

“We really focused on the local
search terms that people were actu-
ally looking for near Max Flats,” said
Kate Baker, director of marketing and

communications.
“This wider tactical
effort created better
results and shot us
up to No. 1 above
our competition in
many key Google
rankings.”

Additionally, digital
display advertising
is in a much better
place than it was 10
years ago when too
many companies
were selling “1 million clicks” for a
nickel. The best advertising plans are
looking at the end goals to achieve
specific objectives, such as rental
contracts. Once these objectives are
established, the advertising can better
target the audience from geo-targeting,
content, native advertising and geo-
fencing to find people who have vis-
ited a specific location.

Brokers and leasing managers alike
will tell you curb appeal is one of the
most important assets for a property.
This starts with the property branding
and signage, so owners need to make
sure these elements fit with the 21st
century and provide a positive reflec-
tion on what’s inside.

The second question owners should
ask is, how do we better connect with
people?

Each year video increases in popular-
ity, and it’'s more widely used than ever
thanks to faster download speed and
more viewing devices. The best thing
about video is that it provides the per-
fect medium to tell your story.

“I cannot talk to all my potential
customers,” said Clem Rinehart of
TreeHouse Development. “So video

Doug Backman
Principal, DB
Marketing, Denver

EKS&H provides five-star service
and an unmatched client experience.
To help you improve business
outcomes and enhance stakeholder
value, our real estate practice includes
industry-specific audit, tax, technology,

and consulting solutions.

To learn more, please contact
R) McArthur at rmcarthur@eksh.com
or 303.740.9400.

EKS&H

AUDIT | TAX | CONSULTING

www.eksh.com
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Blu Harbor, DB Marketing
Create professionally designed maps that show where your property is in relation to
regional highlights and roads, like this Northern California community did.

conversion rate and thousands on the
“interested list.”

“Video was a big part of the conver-
sation with so many people looking

provides me the next best thing to
showcase our property and have peo-
ple hear what makes our development
so special”

TreeHouse’s S*Park development
debuted with an immediate 20 percent

Please see ‘Backman,” Page 29
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wanted to stay in. He found his part-
ner in Al Feld, founder and president
of The Feld Co., who was bored with
the present day’s “average apart-
ments” and was eager to focus his
design-oriented skills on something
new and different. Together they set
out to push the envelope in terms of
what people expected to see in an
apartment in Denver.

While the process was far from
over, a vision began to take form.
“Because it had a 60-acre lake, which
is obviously one of the big, unique
amenities and catalysts to the whole
property, we thought we could do
something much higher end and dif-
ferent than the normal apartment
projects,” said Koelbel.

The location, at the time, was
rather marginal, Koelbel said. So to
further set the community apart,
they built a 26,000-square-foot club-
house on the lake. “It became quite
a novelty, to the point that we liter-
ally had to go to appointment-only
for rentals because people wanted
to come out and see what these two
young guys were doing out here in
this hybrid location,” he said. “It got a
lot of exposure, and we started see-
ing some pretty good success, which
validated that we really could cre-
ate something unique and special if
we did the right kind of apartment
units.”

In total, they built six different
communities between 1989 and 1997
on the land, totaling 1,523 units fea-
turing 42 different floor plans, from
townhome rentals with double-car
attached garages to standard three-
story walk-ups. At the time, the
Breakers Resort’s presence pushed
other Denver multifamily developers
and accelerated the philosophy of

’
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An aerial of the Breakers Resort, which features 1,523 units on 190 acres of land and includes a 60-acre lake.

providing a better overall package to
the renter community, Koelbel said.
“It’'s kind of interesting that phi-
losophy, vision and strategy worked
because we were so different,” he
said. “But over time, the market
started catching up with us. All of a
sudden, we weren’t quite as compet-
itive as we were at the initial stages.”
Standard upgrades to the commu-
nity were performed over the years,
including in 2006 when the Bascom
Group bought out Feld’s interest to
became the majority owner. Over the
last eight or nine years, the Break-

W

real answers.

ers has seen another $15 million or
$17 million worth of improvements,
Koelbel said. This past year, Bascom

decided to sell its majority ownership.

However, the project had become a
legacy piece to Koelbel, and one that
held “great emotional attachment” to
him and his company, having been
a project he'd worked on for almost
his entire career. Koelbel also believed
there was still upside opportunity for
the Breakers Resort, largely due to its
location.

The property went from a C+ loca-
tion, without any major facilities or

covering allthe bases”
A

services nearby, to an ideal infill loca-
tion over the past 27 years, he said.
This is thanks in large part to being
located near Lowry and Stapleton,
both enjoying successful redevel-
opments as well as the Fitzsimons
Anschutz Center, which will employ
over 30,000 people, and Cherry Creek,
which has been enjoying a major
growth spurt in the past 10 years.

The Next Step

In early October, the Breakers Resort
sold for a record price of about $350

Striking up the right real estate deal means teaming up with a strategic
partner who can help drive your success. With more than three decades of
experience, Polsinelli’s real estate group provides practical solutions our

clients value.

It's a brand new ballgame.



http://www.polsinelli.com/

million to Pensam Residential, a
Miami-based asset management firm
that was founded in 2009. The firm
was initially drawn to the property’s
uniqueness, citing the physical layout
and the size of the site, as well as the
opportunities for value-add.

“It really is like a blank canvas
today,” said Stein. “There’s a real
opportunity for us to create a true
lifestyle community.” It has great
layouts that can be updated; a large
clubhouse that hasn’t been retrofit-
ted, updated or modernized; and
amenity space this isn’t activated, he
said.

Stein said the real estate is irre-
placeable, which compelled the
group to buy for the record-setting
price tag. Finding such a sizable asset
in what he considered to be an infill
location was something the firm had
never found anywhere in the coun-
try.

In addition, having Koelbel, the
original developer, stay on was
important, said Stein. “We wanted
to be the ones that took that original
vision for The Breakers and bring it
into the future,” he said.

With Pensam now the majority
owner, Koelbel expects the two com-
panies to put somewhere between
$25 million and $35 million into sub-
stantial upgrades.

The value-add plans will come in
three main forms - interior upgrades,
amenity upgrades and rebranding,
said Stein.

The heart and soul of the new
Breakers Resort will lie in its ameni-
ties. The most central being a com-
plete face-lift to the large clubhouse,
the Catamaran Club.

“We arguably have more square
footage there than one would even
need,” said Stein. “You wouldn’t
build 26,000 feet today. It was really a

& g

visionary concept.”

Within the space, the fitness facil-
ity will be reconfigured and will
offer a full range of classes, nutri-
tion programming and other high-
end gym perks. They are adding a
3,000-square-foot bistro to tie in a
food and beverage concept. Creating
a food element in a value-add space
in a suburban property is unique and
a first for Pensam, Stein said.

The plans to activate the lake area
will include waterfront activities,
such as stand-up paddle boarding
and nonmotorized boats, and activa-
tion of the 1%-mile path around the
lake with proper lighting, calisthen-
ics stations and pet stations. Bark
parks will be relocated and enhanced
to encourage residential use.

“These are things that we're going
to do to speak to that active, outdoor
lifestyle that we’re trying to convey
at the property,” he said. “We’re real-
ly transforming a city within a city
- so we're approaching this property
as the repositioning of a village.”

There also are tentative plans to
repurpose some of the individual
community clubhouses. Nothing is
finalized yet, but a variety of ideas
are being considered, such as a day-
care center, cyber café or bike/ski
repair, to transform the underused
assets for the next generation of
residents.

“We’re looking at taking assets
that are already in place, repurpos-
ing them and adding additional
amenities to everything that we
have to offer,” to make them attrac-
tive to the younger generation and
continue to set the community
apart, Koelbel said.

Pensam likes to distinguish itself
among competitors for going above
and beyond what is typical of
today’s value-add interior renova-

Project Profile
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In total, the six communities that make up Breakers Resort offer 42 different floor plans.

tions - the stainless appliances,
granite countertops and faux wood
floors. With the firm'’s in-house inte-
rior design and architecture depart-
ment, they set out to add upgrades
that will be timeless in 20 years
time, Stein said. Examples include
adding Nest thermostats, creating
keyless entry and using high-end
residential backsplashes and rain
showerheads, all to accomplish a
high-end luxury condominiums or
hotel feel.

The third part of the value-add
plan is the focus of Pensam’s short-
term goals for the property - to
rebrand it. The firm is in talks with
local PR firms to begin the process
that will include a new name, logo
and image, targeting the active life-
style community.

Koelbel said he knew Pensam was
the right partner because the firm
was interested in having the original

developer stay in and because the
two companies are philosophically
aligned in the view that the Break-
ers Resort is a long-term legacy
ownership project, Koelbel said.
When he looks back over the his-
tory of the project, he’s most proud
that his company has been a part
of it for its entire 27-year history
and that the strategic vision he and
Feld created, which was so new and
different at the time, can still be
applied today, he said.

“It took a great deal of entrepre-
neurship, vision and foresight to
develop the property,” said Stein. “I
view ourselves similarly. We're in a
point and time in the market that it
takes some vision and foresight and
entrepreneurship to look at what
the next 20 years of the Breakers are
going to be.” A
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aware of the issue and is attempt-
ing to address it, at least in part,
with a recent linkage fee. While
money from the fee will go toward
affordable housing initiatives, it also
will increase the cost of apartment
construction by $1.50 per square
foot. City officials say this revenue
stream will subsidize the building of
about 6,000 housing units over the
next 10 years.

¢ Tightening lending industry and
rising costs. Which brings us to the
pipeline. A tightening in the lending
industry and the lack of available
construction debt for the multifam-
ily industry indicates that of the
25,717 units currently in planning

phases, we will see significantly less
come to fruition.

After several years where multi-
family loans were cheaper and eas-
ier to come by, the lending industry
now is more closely monitoring its
exposure to the multifamily market.

Developers have to put more equi-
ty down at higher rates with less
favorable terms, so deals are becom-
ing less financially viable. Combine
that with the increased cost to build
right now, and it becomes difficult
to see all of those 25,717 units get-
ting built.

The multifamily industry is doing
its part, but the coming slowdown
in the apartment pipeline, the lack
of attainable options coming on line

and the growing population has the
potential to create a housing short-
age in the city.

e Putting everything in perspective.
All that said, Denver still is techni-
cally affordable. Stay with me here.

The generally accepted federal
measurement of housing afford-
ability looks at the ratio of rent to
income. No more than a third of
median family income should go to
housing.

Right now in the seven county
Denver metro area, the average
apartment rent to median family
income ratio is 20.5 percent, accord-
ing to Apartment Insights. So while
rents have certainly gone up in
recent years, Denver is still afford-

able compared to other major cities.

And that’s something else we’ve
become - a major city. Denver used
to be considered a secondary or
tertiary market, but we’ve moved
up. We're now compared to some of
the bigger markets and, when com-
pared to those, we're still relatively
affordable.

Over the next year or two, we may
deliver more units than we can
immediately absorb, but the under-
lying fundamentals in Denver - lots
of young in-migration and great
job growth — point toward a need
for more and a greater diversity of
housing options if we're going to
keep pace with our growth in the
not-too-distant future. A

Young

Continued from Page 12

In response to recent and pro-
jected growth, the region already is
investing billions into infrastructure
improvements designed to make
public transportation more widely
available. The recently completed
FasTracks light and commuter rail
has streamlined travel between Den-
ver and adjacent submarkets. Like-
wise, ongoing highway improvement
initiatives and upgrades to Denver
International Airport are expected
to enhance accessibility across the
region as local populations continue
to skyrocket.

Investors looking forward to 2017
have reason to remain optimistic.
While fluctuations in interest rates
and development costs may influ-
ence construction in the short term,

a bevy of positive factors like strong
population growth, high quality of
life and a young, highly educated
workforce suggest that opportuni-
ties for multifamily development in
the Denver metro area will remain
plentiful. Despite surface impres-
sions, multifamily experts are not
concerned about overbuilding. As
the short-term construction pipeline
becomes exhausted and construc-
tion lending tightens, development
will slow to a steady - rather than
breakneck — pace that will match the
demands from current and future
renter pools.

Keep an eye out for investors,
domestic and foreign, looking to tran-
sition away from well-established,
coastal markets and reinvest capital
in more cost-effective markets like
Denver. A large workforce comprised
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COLORADO SPRINGS 3.8%
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of highly desirable talent and a loca-

tion central to both the East and West

coasts has turned the Denver metro

CBRE

area and surrounding markets into
hotspots for investors in search of
strategic, high-yield assets.A

Jody Huddleson | 720.935.5059 | jhuddleson@advancedexercise.com
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the amount of affordable housing
that is still in, or connected to, plac-
es people want to live. Traditionally,
renters are attracted to the activity
and energy of an urban core, but
often are priced out of living there.
The addition of these new station
centers with high-quality live-work-
play opportunities makes this living
attainable. Residents can walk down
to the local microbrew or catch the
train downtown and be in the mid-
dle of it all with a short walk from
their front door to the train. The
greater sense of attainability will
create pride in the neighborhood
and a sense of home for people who
may otherwise be more transient in
nature.

It took great forethought and
vision for the city of Denver to get
out in front of public transporta-
tion. Creating opportunities for new
housing near these transit hubs

will have long-term
impacts for each sta-
tion and neighbor-
hood. Walking dis-
tance to public transit
hubs reduces regional
traffic and helps alle-
viate congestion, pol-
lution and lost effi-
ciency. Daily walking
has a measurable fac-
tor in public health
as well, resulting in
improved fitness and
reduced health care
costs. Walking com-
mutes — even a few
blocks — encourages
critical social interac-
tions with neighbors
and vendors, which
in turn builds a sense
of community, cohe-
siveness and public
spirit for years to
come.A

Victor Sanchez

As part of the Outlook Golden Ridge multifamily community, the architects incorporated a garden path
that provides connectivity to the greater neighborhood and to the pedestrian/bike bridge that leads to the
Golden light-rail station.

Peterson

Continued from Page 20

at the Eighth and Coffman Park-n-
Ride. There is a new multimodal bus
and rail transit station planned for
First and Main streets, which will

help reduce traffic. Just south of
downtown, the Southeast Longmont
Urban Renewal Plan, intended to
improve traffic mobility and public
improvements nearby, is seeing suc-
cess with the development of the

Cheese Importers and other renewal
projects along lower Main Street.
With completion of the Terry
Street Brownstones, as well as high-
er-density residential developments
downtown such as the Roosevelt

Park Apartments a few blocks to the
north, the pulse of downtown Long-
mont has changed. In response to
this revitalization, there has been a
surge of new restaurants and busi-
nesses in downtown.A

Malhotra

Continued from Page 22

upgrades at multifamily properties. Three
primary programs have had success
in engaging multifamily owners to go
green: direct install, weatherization-
assistance program and one-stop
shops.

Both weatherization-assistance
program and direct-install programs
focus on low-hanging fruit measures

(i.e., low-cost, high-saving measures)
and offer them at no to little cost.
Both weatherization-assistance pro-
gram and direct install are popular
with multifamily owners. The weath-
erization-assistance program is avail-
able for properties serving low-income
populations only while direct-install
programs from local utilities are
accessible to all multifamily proper-
ties.

However, these programs come at a
high-opportunity cost. Because they
don’t cover more extensive retrofits
such as heating and cooling systems,
appliances, windows and other shell
improvements, property owners miss
out on the larger-ticket items that typ-
ically provide greater energy savings
and health improvements but have
high payback periods.

One-stop shops bundle the direct-

install/weatherization-assistance
program solutions with other green
upgrades to provide a reasonable
payback on the bundled package.
Bundling the green upgrades with
other rehab needs allows multifamily
owners to achieve a better end result
that makes their multifamily prop-
erty more affordable, sustainable and
profitable, typically at little to no addi-
tional cost.A

Sweeney

Continued from Page 24

ment team can come up with scores
of ideas on their own, but by involv-
ing the residents, the list of great
ideas will grow and the residents will
feel good about being involved.

Research what works. There are
many ways a property management
team can learn how to step up their
hospitality, and one of the best ways
is by learning from the best. In some
instances, a property management
firm might send employees to a great

hotel to study the nuances of a hos-
pitality staff. By doing this research, a
property management team can take
the experiences learned and imple-
ment them in their own apartment
community.

Successful property management

firms are finding ways to up their
game and make their apartment
communities feel like a high-end
resort. By doing so, their residents
can find a place they love to call
home, and the team will succeed as a
whole. A

Backman

Continued from Page 25

online and able to feel the unique cul-
ture of the area our project is in,” said
Rinehart.

If you're a new property on the mar-
ket, you should have a web presence
right away. This is key in starting that
relationship with potential renters and
gets you an early and growing interest
list. Also, the sooner you have a web-
site in place, the better for the organic
search rankings.

Owners need to do a better job com-
municating, which can be done with
advanced programming, branded floor
plans, site plan design and custom
designed maps.

Some developers and property
managers forget that they are not the
target audience. So when they see a
rendering or an architectural floor plan
of the project, they understand. The
problem is customers may not. Those
communication elements need to be
directed toward the audience that will
end up leasing.

We recommend creating well-brand-
ed floor plans and site plans that offer
a clear understanding of what each
product delivers. You can create pro-
fessionally designed maps that show
where your property is in relation to

regional highlights and roads.

Blu Harbor in Redwood City, Cali-
fornia, visually showed its location
between San Francisco and Silicon
Valley as well as the growing Redwood
City lifestyle. This is something it could
not have accomplished with a cut-
and-pasted search map.

Other properties are using advanced
programming to show which unit is
where and how the entire property
lays out. Users can view everything
with a simple rollover and click.

“Our Kent Place website is a huge
sales tool for us,” said Daiva Jarasius of
Forum Real Estate. “People that haven'’t
visited the property can see everything
virtually, and those who have can get
more specific with what floor plans
are in each area of the building. All
while being able to drill down to a spe-
cific unit and apply for that location
online.”

Better marketing materials do help.
When people are comparing proper-
ties and view a well-branded website,
are holding a nice print collateral piece
or see attractive signage, it makes a
difference. If you don'’t take the extra
effort to communicate what makes
your location special, then why should
potential tenants care? A
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Kent Place-DB Marketing

Kent Place’s website allows visitors to get information about the floor plans in each area
of the building, as well as drill down to a specific unit and apply for that location online.
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cutbacks. Although it is true that

the region has five military installa-
tions with a combined employment
contribution in 2015 of approximately
55,000 workers, including active duty
and contractual workers, this still only
represents 17.7 percent of all workers
in the region.

An often-cited and incorrect statistic
is that the military represents 50 per-
cent of the local economy. That is sim-
ply untrue. There is no question that
base closures would cause negative
ramifications for the tax base, the real
estate market and, in fact, the entire
local economy. However, the current,
positive trajectory with new jobs in
high-skill sectors alongside the state-
wide in-migration of highly educated
people implies that the past reliance
on the military is dwindling. This is
a good thing — economic diversity is
insurance against disproportionately
harsh (local) downturns.

* Apartment vacancy: 3.6 percent. The
demographic and economic growth

has translated into a healthy multi-
family market. The citywide average
vacancy rate for Colorado Springs is
at a historic low of 3.6 percent in Sep-
tember. This is a significant 38 basis
points drop from the last quarter, and
115 bps below the year-ago average
vacancy rate of 4.7 percent.

The trailing four-quarter average
vacancy rate decreased by 29 bps to
4.1 percent, a new record low for the
past 10 years. The overall vacancy
rate, including properties in lease-up,
moved up 85 bps to 5.4 percent. How-
ever, this is still well below the year-
ago rate of 6 percent.

Vacancy for all major age groups
was below 4 percent with one excep-
tion. Properties built during the 1990s
posted an average rate of 4.2 percent.
The other age groups fell within a
narrow range of 3.4 to 3.9 percent.
The greatest improvement occurred
in the newest age group - those built
since 2010. Vacancy fell a significant
233 bps during the quarter for these
newer properties, down from 6.2 to 3.9
percent.

e Apartment rents: $948 per month. The
citywide average rent for the metro
area increased by a record $37 this
quarter or by 4 percent. The largest
previous gain was $24 during third-
quarter 2014. The annual gain in
rent increased by $79, for a 9 percent
growth rate, also a record.

All age groups posted healthy rent
increases during the quarter, resulting
in annual growth rates from 5.7 per-
cent for the newest properties to 10
percent for properties built between
2000 and 2009.

e Apartment sales: $93,100 per unit.
Year-to-date there have been 10 sales
with 1,954 units, compared to last
year’s total of 29 sales with 4,716
units. The average price per unit has
increased from last year’s $86,700 to
$93,100, an appreciation rate of 7.4
percent, despite an average age of
communities sold that is four years
older than last year.

¢ Apartments under construction:
1,300 units. Colorado Springs has 1,300
apartment units under construction
with 1,900 units planned. This com-

pares to Denver’s 25,000 apartment
units under construction with 26,000
units planned.

Unfortunately, Colorado Springs
was late to the party with economic
recovery and rent growth but, thank-
fully, Colorado Springs was late
to the party with rent growth and
new construction. Like many other
second-tier cities, Colorado Springs is
now experiencing the post-recession
economic expansion and correspond-
ing real estate growth. Absorption has
been strong, keeping up with the new
construction. This scenario alongside
the broader population growth is lur-
ing outside investment.

However, while these improving
conditions are motivating develop-
ers to build new product, the reduced
availability of construction financing
will likely keep a lid on the supply of
new apartments. This may not be a
bad thing. It may insulate Colorado
Springs from the over construction
that some first-tier cities are experi-
encing that can result in the painful
burst of a bubble. A
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To reserve ad space, please contact Lori Golightly at 303-623-1148 ext. 102 or Igolightly@crej.com.
For editorial content, please contact Michelle Askeland at 303-623-1148 ext. 104 or maskeland@crej.com.
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Denver Multifamily Advisory Group
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> FEATURED EISTING®

DENVER

Y 65 UNITS
Y 1959 YOC

e b

COLORADO SPRINGS COLORADO SPRINGS
T

> 300 UNITS CRESTVIEW > 192 UNITS
THE VINEYARDS > 2002 YOC > 1975 YOC

* Select properties are displayed. Contact us or visit www.cisgdenver.com for a full property list.

A FULL-SERVICE MULTIFAMILY INVESTMENT SALES TEAM REPRESENTING YOUR INTERESTS

44 Our mission is to ensure each client achieves the highest possible price, from the most qualified buyer, in the
shortest period of time. We accomplish this by leveraging our extensive investment sales experience and broad
research capabilities to optimally position, price and market your asset.’?

CONTACT US

Bill Morkes

Vice President

+1 303 283 4583
bill.morkes@colliers.com

Craig Stack Colliers International | Denver

Senior Vice President 4643 South Ulster Street | Suite 1000

+1720 833 4602 Denver, CO 80237

craig.stack@colliers.com +1 303 745 5800 | fax +1 303 745 5888
www.colliers.com/denver

Zach Cornell Denise Boyd Tyson Price Heather Heick
Broker Associate 6 Transaction Manager Research Director Graphic Designer
N\ For market information, access to upcoming investment opportunities, or for a valuation of your asset,

7 contact us or register at www.cisgdenver.com %

The information contained herein has been obtained from sources we deem reliable. While we have no reason to doubt its accuracy, no warranty or representation is made of the foregoing information.
Terms of sale or lease and availability are subject to change or withdrawal without notice.
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