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Staff Report 

321 STATE AVENUE RFP UPDATE 

June 13, 2017 

BACKGROUND: 

City Council initiated an RFP for the development of the City’s 10-acre site at 321 State 

Avenue at its February 28th City Council Meeting. (Location Map Attachment A) The RFP 

included minimum development requirements, an outline of City assistance for the 

development, and required content of a proposal. Proposals were accepted from March 

10 to April 18, 2017.  The City received one formal proposal for the site. The proposal 

was by JCorp, Inc. represented by Duane Jensen. Attachment B is an exhibit depicting 

the conceptual layout of the project.  The proposal is included as Attachment C.   

 

The proposal includes a plan for a total of 48 detached housing units consisting of 19 

market homes and 29 affordable homes.  The homes would be developed in two phases. 

All homes are proposed to be for sale. The proposal commits JCorp to be the developer 

of the site and builder of the affordable homes.  The market rate lots may be sold by 

JCorp to other builders or built by JCorp. The design of the project includes the 

extension of Tripp Street through the site with one cul-de-sac road to the south and two 

alleys to the north.  The market rate homes would be located south of Tripp Street and 

the affordable homes would be located north of Tripp Street. The affordable homes 

would be on small lots typically 45 feet wide and 4,000 square feet. The market rate lots 

would be a variety of sizes ranging from 6,600 square feet to 13,000 square feet. 

 

The design of the affordable homes consist of smaller lots with rear loaded public alley 

access. These homes would front onto Wilmoth Avenue, common open space, or State 

Avenue. The proposal includes a request for the alleys to be public rights-of-way and the 

common open space feature to be a public park.  The proposed new alleys rely upon a 

connection to an existing unpaved alley and Manning Avenue that borders the site to the 

North to complete circulation through the site. These connections require improvements 

and paving of these rights-of-way. The market rate home lots are designed for front 

loaded access off of Wilmoth Avenue and the new cul-de-sac road.   

 

JCorp’s proposal includes three designs for the affordable homes. They range in size 

from two bedrooms to potentially four bedrooms. All of the homes include basements 

with an option for fully finished basements. Each home also includes a garage. The 

assumed sales prices would range from approximately $135,000 to $155,000 without 

fully finished basements. 
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Staff has reviewed the proposal and met with the developer as part of the assessment of 

the proposal. Staff has provided feedback on the conceptual layout and design of the 

project and the homes, finding in general that the concept is desirable and feasible with 

some adjustments. The proposal in general is responsive to the requirements of the 

RFP.  However, there is a significant financial gap between the City’s proposed 

financial assistance reflected in the RFP and the financial assistance requested by 

the developer. Additionally, the cost estimates provided by the developer for 

infrastructure may under estimate certain infrastructure costs based upon recent 

City project costs. 

 

The RFP identified that the City would make the land available at no cost, provide a 

minimum of $392,000 and up to a total of $550,000 for public infrastructure depending 

on CDBG funding, and CDBG funding ($150,000) for first time homebuyer assistance. 

The developer, however, is requesting approximately $950,000 of public assistance for 

infrastructure. Assuming the developer’s costs estimates are correct, there remains 

a gap of $400,000 to $558,000 for the development of the site related to 

infrastructure. With the uncertainty in the costs estimates, there could be an additional 

$300,000 of infrastructure costs based upon City experiences for similar projects.  

 

Included in the developer’s project pro-forma is the assumption that the City will provide 

financial assistance to the affordable homebuyers of approximately $20,000 per home 

for a total of $580,000. With the developer assumptions on costs, the subsidy per 

affordable home would be approximately $72,000 dollars1. The developer would profit 

from the sale of the market rate lots and on the sale of each affordable home. Total 

developer profit is assumed to be approximately $5,000 per affordable home and 

$10,000 per market rate lot for a total of approximately $335,000. 

 

Due to the significant gap between identified funding and requested assistance, 

staff has identified a number of options on how to proceed with pursuit of a 

development at 321 State Avenue. Therefore, the City Council is being asked to 

give direction on how to proceed with the negotiation of a development agreement 

with JCorp or to consider other development options that could have reduced 

costs to the City.  

 

  

                                                           
1
 Value of land at $550,000. Subsidy per affordable home is $18,965 for the land, 32,758 for site improvements, and 

infrastructure, and $20,000 for first time homebuyer assistance.  
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OPTION 1.  INCREASE CITY FINANCIAL INCENTIVES 

The developer’s proposal relies upon more City funding than identified within the 

RFP and more funding than is available through the CDBG program. If it is decided 

to substantially increase the financial incentives for the project, the City Council 

needs to decide if a RFP should be reissued for additional proposals from those 

developers that may be interested in development of the site now that more public 

incentives are being offered. 

A. CDBG Funding 

Currently, the City has set aside $392,000 of CDBG funding in the current 16-17 Annual 

Action Plan for the project related infrastructure. This funding was planned to be rolled 

over to the upcoming fiscal year of 2017-18 as part of the next Annual Action Plan. 

However, the approval of the upcoming Action Plan for 2017-18 has been delayed due to 

uncertainty in our CDBG funding for next year.   

The draft plan presented to the City Council assumed the same level of annual allocation 

to the City as the prior year.  Funding for 321 State Avenue was presumed to be the roll- 

over of $392,000 plus the new funding of $158,000 for a total of $550,000.  Additionally, 

the proposed Plan includes $150,000 for first time home buyer assistance. 

 

The proposed plan was presented to City Council in February in preparation of the RFP 

for 321 State Avenue. Since that time, we have been notified by HUD that there is a 

delay in assigning our annual allocation and that funding could be less than the prior 

year. Funding for next year may not be known until July 10, 2017. Once the final 
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allocation is known, the Annual Action Plan for 2017-18 will need to be adopted reflecting 

the available funding.   Council would not be able to consider adjustments to the propped 

action plan and prioritizing its projects until HUD has notified the City of its annual 

allocation. To assist in closing the gap, City Council could reprioritize programs for 

the upcoming year and change the allocation of funding, but doing so does fully 

close the gap on its own as only $105,000 were not committed to 321 State Avenue 

in the proposed plan.  

There could be additional previously unanticipated CDBG resources in addition to our 

annual allocation. Unused funding (approximately $70,000) from the public facilities for 

nonprofits program could be reprogrammed for 321 Sate Avenue. The sale of the 6th 

Street property may or may not be redirected to 321 State Avenue as the process for 

cancelling that program and selling the property for reimbursement to HUD is unclear at 

this time.  It is possible that most of the funds would return to the City, but that has not 

been confirmed by HUD. Staff estimates value of the 6th Street property to be 

approximately $150,000 to $170,000 for market rate housing.   

If the City Council redirects all available CDBG resources to the project and assuming 

our upcoming funding does not drop, between $175,000 and $325,000 could be 

available in FY 17-18.   

B.  Local Incentives 

In lieu of CDBG funds, the City could consider local funding options. City Council could 

request that the staff identify other city resources and/or funding strategies to support 

construction of some, or all, of the infrastructure.   

OPTION 2. REDUCED COSTS 

Another option to close the financial gap for development of the site would be to reduce 

costs. After discussions with the developer, the primary costs attributable to funding gap 

are assumed park improvements and the paving of the off-site alley and Manning 

Avenue to the north.  These costs are roughly $400,000 in total, and the majority of 

these costs are assigned to the second phase of development. Staff believes the request 

for the green space improvements as a public park are not necessary with the close 

proximity of the site to Franklin Park and $100,000 could be reduced from the request.  

No funding for a park would reduce the gap to $300,000.   

Staff believes there are two basic means beyond eliminating the public park option to 

further reduce costs in relation to the proposed project. The project design could be 

modified to reduce infrastructure costs or the project could be developed in phases.   
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A. Phasing 

The scope of the project could be reduced to one phase based upon available funding 

and to then subsequently consider development of a second phase once additional 

resources are available.  This approach does not necessarily reduce the total cost 

of the project, but allows it to proceed in increments and partially meet the 

objectives for development of the site. The phased approach would not commit 

the City or the developer to completing the whole project. If the City Council 

chooses to proceed with this option, staff would negotiate with the developer the final 

terms for constructing one phase of development. However, it should be noted that 

JCorp could decline to participate in a reduced project. 

Committing to only the first phase of the proposal would still yield 12 affordable and 8 

market rate homes (See Page 11 of RFP) and would approximately match the City’s 

anticipated incentives of $550,000 for the infrastructure. 

B. Project Design 

As described above, significant costs are associated with the construction of the open 

space and the connections to the unimproved alley and Manning Avenue to the north.   

The project could be redesigned to eliminate these features. This approach would 

require a redesign of the north half of the site to rely upon a cul-de-sac design 

with homes also fronting Wilmoth Avenue and State Avenue. The consequence of a 

redesign would likely be a reduced yield of total homes and potentially the economics of 

the project with fewer market rate homes to benefit the developer. Staff believes 

development of the north side of the site with a cul-de-sac configuration would have 

approximately 18 to 22 total homes on the north site compared the proposed alley 

configuration with 29 homes. In general, the lots would also be bigger than the proposed 

alley design to allow for configuration front loaded garages. 

One conceptual layout generated by staff includes a total of 41 homes compared to the 

proposed 48 homes. There would be 19 homes south of the Tripp Street extension 

configured as proposed by the development and 22 homes north of Tripp Street. If the 

same 60/40 split of affordable homes was required with this concept, there would be 25 

affordable homes and 16 market rate homes. The anticipated savings from this redesign 

could be between $300,000 to $400,000. 

If City Council is interested in this approach, staff would discuss options with the 

developer regarding the types of housing and the location of affordable homes. If JCorp 

is interested in continuing with a redesigned project, staff will have to return to the City 

Council with an updated proposal. 
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OPTION 3. INCREASE DEVELOPER FINANCIAL PARTICIPATION 

Staff also discussed with the developer a means to add revenue to the developer side of 

the equation that could in turn be put back into the project. For example, the developer 

could seek higher returns from the sale of market rate lots, sell affordable homes at 

higher prices, reduce the percentage of affordable homes required by the City Council 

from 60% to 51%, and expect the develop to apply for state funded Workforce Housing 

Tax credits.  

All of these options could be pursued further to provide some additional resources to the 

project, with the exception of assuming higher sales prices for the affordable homes.  

Staff is very reluctant to assume higher sales prices with the lack of control on identifying 

qualified home purchasers at higher prices. The value of these other examples could be 

from $60,000 to $200,000 of increased returns to the developer that could then be 

applied to closing the financial gap. After discussions with staff, the developer found 

these options to be uncertain at this time and did not want to guarantee them at the 

outset of the project. 

OPTION 4.  ALTERNATIVE USES FOR SITE 

The City purchased the property for the purpose of creating affordable housing. 

Affordable housing can be any type of housing that is affordable to low and moderate 

income households. City Council first considered development options and uses for the 

site in January to help shape the RFP.  At that time City Council directed staff to prepare 

the RFP with options for either ownership or rental for the affordable homes, ownership 

for market rate homes, and limit the building types to either single-family detached or 

single-family attached housing. In the event that City Council determines that single-

family building types are not financially viable, the City would need to consider alternative 

means of meeting our housing goals. 

In January, staff described options of potentially considering multi-family housing with 

small apartment buildings as a way to potentially leverage outside resources for 

development of the site. Staff discussed two different options of considering small 

apartment uses for part of 321 State Avenue or potentially relocating Franklin Park to 

321 State Avenue site along with single-family home development on the remainder of 

the site. If Franklin Park were to be relocated, then affordable housing configured as 

apartments could be permitted at the former Franklin Park site to meet the affordable 

housing obligations for developments in this Neighborhood Revitalization Strategy Area. 

This option may be financially viable by allowing for the affordable housing need to be 

met through funding associated with Low Income Housing Tax Credits (LIHTC) and 

seeking a return from the market rate lots to assist in development costs.  
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This option is distinct from the others in that it attempts to rearrange the two City 

controlled resources in the area to meet multiple interests for development of affordable 

housing and managing costs.  In this option, staff would investigate alternatives for 

adding apartment uses to the project mix.  This would require consideration of options 

with or without Franklin Park and outreach to the neighborhood on those options.  

Once staff completed outreach, staff would provide an overview to City Council and seek 

direction on a preferred option and to proceed with a RFP to find a partner affordable 

housing apartment developer. This option could be either a combined “master developer” 

approach or it could be divided into two separate projects depending on the timing and 

needs of the City. The timing for this option is critical when trying to coordinate with the 

upcoming LIHTC timelines.  Ideally, the City would need to make a decision on reissuing 

the RFP in July and seek proposals in August to allow for the selected developer to 

apply for the LIHTC funding by December of this year.   

STAFF COMMENTS: 

Staff and the developer met with representation of the Old Ames Middle School and 

College Creek neighborhoods to discuss the proposal.  The neighborhood was generally 

supportive of the project with single-family homes.  Staff also discussed with the 

neighborhood representatives that due to the financial gap the proposal may not be 

viable and we would have to consider other uses as described in January. The 

neighborhood maintained their concerns that increasing density with apartments would 

be a negative for the overall neighborhood. The neighborhood also had comments 

concerning traffic levels for the overall neighborhood.  Staff described the City’s current 

work on considering parking regulation changes and that City Council previously referred 

to the Transportation Division a neighborhood traffic study for this area.  The traffic study 

would assess neighborhood conditions once the Aspen Heights apartments are 

complete and the Franklin Avenue intersection is done. 

 

The JCorp proposal addresses many objectives of the City as identified within the RFP. 

With the substantial financial gap between the proposal and available resources, 

City Council must now determine how to proceed by directing staff to do one of 

the options described above. Staff believes that Options 1 (Increased Incentives) and 

2 (Reduced Costs) are both viable means of proceeding with the development of 321 

State Avenue, subject to negotiation with the developer. However, in staff’s opinion, 

Option 3 (Increased Developer Participation) does not appear to be viable on its own to 

close the financial gap, but could be considered as an element in a final development 

agreement negotiation. Option 4 (Single Family and Multi-Family Uses) is also a likely 

viable means of developing housing options of market rate ownership homes and 

affordable rental apartments within the established range of City incentives for affordable 

housing development.    



8 
 

Attachment A 
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Attachment B 
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