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Office Market

5.1 Overview

The Denver regional office market has positioned itself for opportunities for office
development adjacent to transit stations. Key near-term trends in the Denver office
market favoring transit-oriented office expansion include:

« Office-based employment growth projected for the region, particularly in the
professional services sector;

« Decreasing vacancy rates (at their lowest since 2001, at 13 percent in 2007);

« Increasing lease rates (particularly in Downtown Denver);

« Positive absorption of office space from first quarter 2006 to first quarter 2007;

« Developer interest along the Southeast, Central, and Northwest corridors;

« Qualitative information of more large companies looking at Denver for relocation
and expansion; and

« Developer interest in adding new product at existing and future transit stations.

These trends indicate there are near term opportunities for office development within
existing transit corridors that serve employment centers (e.g. Downtown, Tech Center).
Long term employment growth throughout the region will also provide opportunities for
office development along emerging office corridors; for example, along the Northwest
corridor. This section provides an overview of real estate market trends influencing
potential for office development at selected station areas and corridors.

5.2 Market Area Definition

The 10 stations are situated within the broader Denver regional office market, which
contains 16 markets and 31 submarkets.” These stations are located within five office
markets and six associated submarkets, as illustrated in Exhibit 5-1.

Exhibit 5-1: Office Markets, Submarkets,
and Station Areas (2007)

Office Market Office Submarket Station
Midtown South Midtown 10™ & Osage
Platte River Decatur
Auraria West
Sheridan
Alameda
40" & 40"
Southeast East Hampden Southmoor
Colorado Colorado Blvd/I-25 Colorado
Blvd/Glendale
Southwest Southwest Evans
Northwest Northwest 38™ & Inca

Source: CoStar Group

2 Markets and submarkets identified by the CoStar Group, Inc. The 16 markets include: Midtown, Northeast,
Southeast, Southwest, West, Aurora, Boulder, Central Business District, Colorado Blvd/ Glendale, Fort Collins/
Loveland, Longmont, North, Northwest, Broomfield, Parker/ Castle Rock, and Weld County.

5.0
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Exhibit 5-2 depicts office submarkets within the Denver region.

Exhibit 5-2: Denver Office Submarket Overview
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5.3 Existing Conditions

The largest office markets within the Denver region, as determined by existing space in
Business District,

Blvd/Glendale, Midtown, Northwest, Southeast, Southwest, and West. Exhibit 5-3 offers a
“snapshot” of current office market activity at the regional and market area levels.

square feet,

include: Aurora,

Boulder,

the Central

Colorado

Exhibit 5-3: Office Market Snapshot (2007)

Largest Area Markets 1/

Markets # Existing Inventory Vacancy Development Activity
Bldgs Total RBA (SF) (%) Under Construction (SF)

Aurora 253 7,843,816 16% -
Boulder 576 10,418,044 14% 35,027
CBD 245 29,430,102 12% 553,402
Colorado 377 12,706,490 18% 59,605
Blvd/Glendale
Midtown 458 7,573,278 7% 60,000
Northwest 432 8,233,051 13% 16,000
Southeast 746 41,035,530 15% 697,815
Southwest 389 8,187,741 15% 339,444
West 551 12,730,030 12% 219,710
SUB- TOTAL 4,027 138,158,082 1,981,003
Denver Region 4,580 151,587,859 13% 2,244,953

1/ Co-Star 1Q2007, Denver Office Market report
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The Southeast market area is the predominant office area as measured by existing office
square feet (41 million) and level of development activity (nearly 700,000 square feet)
followed by the Central Business District (30 million square feet of existing space and
550,000 square feet under construction).

Relative to the regional vacancy rate of 13 percent, vacancy rates were high in the
Colorado Blvd/Glendale market (18 percent), Aurora market (16 percent), Southeast market
(15 percent), Southwest market (15 percent) and Boulder market (14 percent). These
higher vacancy rates suggest the current supply of office space in these market areas may
slightly exceed demand relative to the region. In contrast, the Midtown office market area
vacancy rate of 7 percent was nearly two times less than the regional average. The Central
Business District and West market areas, with vacancy rates of 12 percent each, also
exhibited vacancy rates lower than the region.

Exhibit 5-4 depicts the largest office markets in the Denver region by existing square feet
and vacancy rates.
Exhibit 5-4: Denver MSA Largest Office Markets (2006)
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Source: CoStar Group, BBP Associates

Submarket Overview

Current office submarket conditions provide an indication of size of the market (square
feet), demand for space (absorption and vacancy rates), and development activity (square
feet under construction). Comparison of selected station areas to the larger submarkets of
which they are a part provides insight regarding current relative share of the market (in
terms of square feet of space) and demand for existing space.
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Exhibit 5-5 provides a snapshot of office conditions within station area office submarkets.

Exhibit 5-5: Station Area Office Submarket (2007)

Existing Inventory 1/
Station Station(s) # Total RBA Vacancy YTD Net Under
Submarkets Bldgs (SF) (%) Absorption Construction
(SH

gg'orado BIVA/l- | colorado 178 5372373 23% (24,586) 0
Glendale Colorado 85 4,279,873 19% 80,253 59,605
East Hampden Southmoor 132 3,637,349 23% 4,131 0
Northwest 38 & Inca 432 8,233,051 13% 65,530 16,000
Platte River 40th & 40th 59 1,626,387 3% (14,130) 60,000

10th &

Osage;
South Midtown | D8C8M% 455 1 846,019 9% (31,911) 0

Auraria West;

Sheridan;

Alameda
Southwest Evans 389 8,187,741 15% (70,163) 339,444
TOTAL 1,427 3,182,793 9124 475,049

1/ Co-Star 1Q2007, Denver Office Market report

2/ Decatur and Sheridan are technically located within the West market, close to the boundary of the South
Midtown submarket; Alameda is technically located within the Colorado Blvd/ I-25 submarket, close to the South
Midtown boundary. For the purposes of this analysis these stations are included within the South Midtown
submarket.

3/ Portions of the Colorado station area are situated within the Colorado Blvd/I-25 submarket, and other portions of

this station area are located within the Glendale submarket

The largest station area office submarkets in terms of square feet of space are the
Northwest, Southwest, Colorado Blvd/I-25, and Glendale submarkets. These submarkets
supply, respectively, 8.2, 8.1, 5.4, and 4.3 million square feet. The size of the Northwest
and Southwest submarkets is attributable to their relatively large land area, while the size of
the Colorado Blvd and Glendale submarkets is attributable to their location between the
office concentration within the Southeast office market and the Downtown Denver office
market.

Compared to their respective submarkets, the following station areas currently supply the
highest proportions of office space: 10" & Osage (14 percent of the South Midtown
inventory, or nearly 290,000 square feet), Decatur (6 percent of the South Midtown
inventory, or 110,000 square feet), Southmoor (6 percent of the East Hampden inventory,
or 200,000 square feet), Auraria West (5 percent of the South Midtown inventory, or 90,000
square feet), and Alameda (4 percent of the South Midtown inventory, or 80,000 square
feet). In contrast, the Evans station area supplies less than 1 percent of the office space
located in the Southwest market (nearly 40,000), and the 38" & Inca station area supplies 1
percent (approximately 40,000) of the Northwest market’s office space.
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Exhibit 5-6: Station Area Office Submarkets Snapshot (2006)
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Source: CoStar Group, BBP Associates

Vacancy rates were highest in the Colorado Blvd/I-25, East Hampden, and Glendale
submarkets, all of which are still rebounding from the tech and telecom downturn in 2001.
While these submarkets exhibited vacancy rates higher than the regional average of 13
percent, the Platte River and South Midtown markets exhibited lower than average vacancy
rates. These submarkets, located near the Central Business District, exhibited respective
vacancy rates of 3 and 9 percent as of first quarter 2007.

The Southwest submarket exhibited the highest level of office space under construction,
with approximately 340,000 square feet under construction as of first quarter 2007. This
relatively high level is attributable to the large land area this submarket encompasses.
Developers have responded to the low vacancy rate in the Platte River submarket, with
60,000 square feet of new office space under construction. Another 60,000 square feet of
space was under construction in the Glendale submarket, suggesting developers view this
area as a growing office submarket. No new construction was underway in the Colorado
Blvd/I-25, East Hampden, or South Midtown submarkets; this lack of new space should
lead to decreased vacancy rates as tenants occupy existing space.

Absorption was positive in the Glendale and Platte River submarkets in first quarter 2007,
with 80,000 and 65,000 square feet absorbed, respectively, indicating relatively strong
demand for space. Absorption was modest in the Northwest submarket, at 4,000 square
feet, and negative in the remaining station area submarkets, suggesting supply has been
added in excess of demand in these areas.
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5.4 Station Area Comparison

A comparison of selected station areas provides an indication of the relative size of the
station area office market (inventory in square feet), current demand for space (occupancy),
and affordability (lease rates). The dominant office station area in terms of square feet and
highest lease rates is Colorado, with nearly 2 million square feet and average lease rates of
$18 per square foot. Demand for existing space was highest at the Auraria West, Sheridan,
and Alameda station areas, which exhibited 100 percent occupancy as of first quarter 2007.

Exhibit 5-7: Station Area Inventory (SF) & Vacancy (%)
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The high vacancy rate at Decatur is attributable to the presence of older, outmoded space that is not
competitive. For this reason, the project team believes the employment growth will be accommodated with
new space.

Source: CoStar Group, BBP Associates, 2007

The Colorado station area offers more than six times more office space than the next
largest office station area, 10" & Osage, which offers approximately 300,000 square feet
of space. Southmoor offers the next largest supply, with 200,000 square feet. These three
station areas are located in or near the region’s major office nodes: the Central Business
District and Southeast. Relatively low levels of office space are located in the station
areas at Sheridan (15,000 square feet), Evans (36,000 square feet), 38"™ & Inca and 40"
& 40™ (41,000 square feet each).
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Vacancy rates at most of the station areas (8 out of 10) are less than the regional average
of 13 percent, though Colorado’s vacancy (19 percent) is higher than the regional
average, as is Decatur’s (32 percent). However, Colorado’s vacancy rate is on par with
that of the Glendale submarket (19 percent), which it borders, and less than the Colorado
Blvd-I-25 submarket (23 percent). Decatur’s vacancy rate is significantly higher than that
of the South Midtown submarket, particularly in comparison to other station areas within
this submarket: 10" & Osage (4 percent), Auraria West (0 percent), Alameda (0 percent),
and Sheridan (0 percent).

Pipeline office development activity in station areas, as reported by RTD in its TOD status
report, was nonexistent in all but the Colorado station area as of March 2007. The
majority of new speculative office development is currently planned for downtown Denver.
In the Colorado station area, 220,000 square feet of office space is expected to be
constructed. The lack of development activity in station areas situated within the South
Midtown, East Hampden, and Colorado Blvd/I-25 submarkets (e.g. 10" & Osage,
Alameda, Auraria West, Decatur, Sheridan, Southmoor, and Colorado) reflects the lack of
new construction occurring in these larger contexts. While activity was occurring in the
Northwest, Platte River, and Southwest submarkets, the 38" & Inca, 40™ & 40", and
Evans station areas did not capture a portion of this development.

Exhibit 5-8: Station Area Office Submarket (2007)

Existing Inventory 1/ Development Activity 2/
Station # Total Vacancy conUsr:rduecrt-ion Proposed Expected
Bldgs RBA (SF) (%) (SF) (SF) (SF)
10th & Osage 30 287,110 4% 0 0
Alameda 13 81,235 0% 0 0
Auraria West 5 94,027 0% 0 0
Colorado 16 1,949,866 19% 0 0 220,000
Southmoor 19 203,504 6% 0 0 0
40th & 40th 8 41,169 6% 0 0 0
Decatur 9 110,586 32% 0 0 0
Sheridan 2 14,798 0% 0 0 0
Evans 8 36,453 2% 0 0 0
38th & Inca 6 41,169 6% 0 0 0
TOTAL 116 2,859,917 0 0 220,000

1/ Co-Star 1Q2007, Denver Office Market report
2/ RTD TOD Status report (Updated March 2007)

Lease rate data, which was available for 6 of the 10 selected station areas, indicates that
the majority of these station areas (five of six) offer relatively affordable rates (e.g. $12 to
$15 per square foot on a full service basis) compared to the region ($18). The average
lease rate within the Colorado station area ($18) is equal to that of the region.
Comparison of lease rates is provided in Exhibit 5-9.
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Exhibit 5-9: Direct Average Lease Rates Full Service Basis

2007
38th & Inca
Evans
Southmoor
Colorado $18.29
Alameda N/A
Sheridan N/A
Auraria West N/A
10th & Osage N/A
0 2 4 6 8 10 12 14 16 18 20

Source: CoStar Group, BBP Associates

5.5 Station Area Office Market Development Potential

In examining the current office market in the Denver region and the impact of FasTracks
on future office development activity, the Project Team has estimated the influence of
transit on future office development within the 10 selected Denver station areas under the
following three scenarios:

(1) Modest development potential
(2) Moderate development potential
(3) Large-scale master plan (re)development

This scenario development analysis for future office expansion within the 10 selected
station areas is based on the following primary factors:

e Historical and projected employment growth within the station area, corridor and
region

¢ Impact of transit to capture “enhanced share” of local office market development /
absorption

e Recent, projected and expected office development plans within station area

¢ Existing office inventory, market trends and existing conditions

e Vacant/underutilized property which could represent development opportunity
sites for office / mixed use

e Existing and future office nodes in the region
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Office-Based Employment Growth

Employment growth within the Denver region and individual market areas is the primary
factor in determining the amount, location and type of office development to occur in the
region. Research has shown that the existing/future presence of transit has been
identified as an added amenity to businesses and developers seeking office space. With
the build out of the FasTracks into a regional transit system, we anticipate that selected
station areas within the system will attract new development activity, including office
space, and that these areas will capture an enhanced share of market area job growth
and office space development (e.g. redistribution of jobs to transit areas).

Exhibit 5-10 summarizes net growth projections by station area for office-based
employment from 2006 through 2030 based on DRCOG growth rates for periods 2005-
2030.% Net office-based employment growth within the station area was estimated using
baseline ESRI employment for 2006 (FIRE and Services employment) and adjusted using
modified DRCOG growth rates (2015 and 2030). DRCOG growth rates were adjusted
upward 20 percent to fully account for the enhanced growth associated with transit
(based on industry TOD research from the United States and Canada).* This adjustment
was based on the assessment that the DRCOG projections may not fully capture the total
potential inducement and redistribution of regional growth that can occur as a result of
transit investment.

This net employment growth, coupled with enhanced redistribution of market area growth
to the station area, is anticipated to fuel station area demand for new office space within
the 10 selected station areas. As depicted in Exhibit 5-10, Colorado, Auraria West, and
10" & Osage station areas offer strong prospects for office expansion related to baseline
job growth (2006-2030). Prospects for office expansion at the 10" & Osage station area
are likely better in the longer-term than near-term future, since the large Burnham Yard
parcel is more likely to become a redevelopment option in the long-term rather than the
near-term.

®In projecting office-based employment growth, BBP Associates utilized ESRI 2006 office-based employment
data and DRCOG growth rates for Transit Analysis Zones (TAZs) located within station areas.

* Based on TOD industry research such as an economic analysis conducted in Ottawa, Canada by Parsons
Brinckerhoff and reported in TCRP Report 16, Transit and Urban Form, which found that employment grew at a
40-80 percent faster rate within transit station area walksheds than in non-station walksheds in the region. In
instances where the growth rates for the station projected for DRCOG were lower than the Denver jurisdictional
growth rates (e.g. 1.2 percent per year), the growth rates for that station were assumed to equal the Denver
jurisdictional growth rate plus 20 percent (a more conservative enhanced growth rate compared to the empirical
evidence from Ottawa).
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Exhibit 5-10: Station Area Office Employment Growth
(2006-2030)
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Source: ESRI Business Information Systems, DRCOG, BBP Associates, 2007

Each new employee is assumed to occupy 300 square feet of office space, supporting the
creation of new space to accommodate new employees.5 For example, the net addition of
1,281 employees at 10" & Osage will support the addition of over 380,000 square feet of
space. Exhibit 5-11 summarizes the amount of new office square footage that could be
supported based on the net office employment growth over the period of 2006-2030.

® 300 square feet is the weighted average square feet per office worker reported by CoStar for the Denver metro
region.
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Exhibit 5-11: Net New Supportable Office Space
Office-Based Employment Growth
Station Area Y2-Mile Walkshed

Station Net SF/ Supportable
Employment Employee New SF
Growth (2006-2030)
(2006-2030)
10th & Osage 1,281 300 384,171
Decatur 161 300 48,406
Auraria West 1,030 300 309,006
40th & 40th 437 300 131,098
Sheridan 307 300 92,160
Colorado 1,698 300 509,541
Alameda 196 300 58,824
Southmoor 102 300 30,501
Evans 375 300 112,519
38th & Inca 190 300 57,003
Total 5,777 1,733,229

Source: BBP Associates

Modest Infill

Each of the selected transit stations are located within a larger office market (as defined
by CoStar). To determine the “enhanced capture rate” or ability of the station area to
capture additional office development from within the larger local market because of the
area’s proximity to transit, we have made the following assumptions:

e Share of net new future office development in each station area estimated based
on recent annual share of net new annual office development in the appropriate
larger office market area (e.g. Midtown, Colorado Blvd/Glendale, Southeast)

e Average annual office development in the local office markets, and recent annual
share by station area, based on analysis of the CoStar Denver office market
report

e Historical (2003-2006) average annual market office absorption rates assumed to
continue through 2030

e Station area incremental increase in share of office space assumed to increase at
a conservative rate ranging from 1 to 9 percent depending on station area

e Station area share was assumed to increase modestly by station area (e.g. from
1.5 percent to 16 percent depending on station area characteristics, including
inventory, market position, vacancy, etc.)

As Exhibit 5-12 depicts, the Auraria West, Colorado, and Southmoor station areas could
add the most new supportable office square footage based on an increased share of local
office market absorption.
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Exhibit 5-12: Potential Station Area New Office Development
From Enhanced Share of Office Market Absorption®
Modest Future Share Increase (2006-2030)

Midtown Office Submarket Average Annual Absorption 153,981
Colorado Blvd/Glendale Office Submarket Average Annual Absorption 65,982
Southeast Office Submarket Average Annual Absorption 620,971
Southwest Office Submarket Average Annual Absorption 42,755
Northwest Office Submarket Average Annual Absorption 239,310

Current Potential Modest Share Supportable
Station Share Future Share Incremental Emillzo/yee SXr?rr\)L?;aSbllze ng SF

of Market SF of Market SF Increase (2006-2030)
10th & Osage 4% 5% 1% 300 7,699 184,778
Decatur 1% 5% 4% 300 7,699 184,778
Auraria West 1% 10% 9% 300 15,398 369,555
40th & 40th 1% 5% 4% 300 7,699 184,778
Sheridan 0% 3% 3% 300 4,619 110,867
Colorado 15% 16% 1% 300 10,557 253,370
Alameda 1% 5% 4% 300 7,699 184,778
Southmoor 1% 1.5% 1% 300 9,315 223,549
Evans 0.4% 5% 5% 300 2,138 51,305
38th & Inca 1% 1.5% 1% 300 3,590 86,152

Source: BBP Associates
1. Based on Average Annual Absorption 2003-2006 as reported by CoStar

Total net new office square feet for each station area was found by adding the
supportable square feet based on office-based employment growth with supportable
square feet based on enhanced share of annual larger market office absorption. Exhibit
5-13 summarizes total new office square feet supported by employment growth and
enhanced share of larger market absorption.

Exhibit5-13: Total Potential New Office Square Footage
From Modest Enhanced Share and Employment Growth

. New SF - Modest New SF - Total
Station Employment Supportable
Enhanced Share 1
Growth SF

10th & Osage 184,778 384,171 568,949
Decatur 184,778 48,406 233,184
Auraria West 369,555 309,006 678,561
40th & 40th 184,778 131,098 315,876
Sheridan 110,867 92,160 203,027
Colorado 253,370 509,541 762,911
Alameda 184,778 58,824 243,602
Southmoor 223,549 30,501 254,050
Evans 51,305 112,519 163,824
38th & Inca 86,152 57,003 143,155

Source: BBP Associates

1. Supportable SF includes both new SF resulting from increasing the share of future office
absorption in the larger Midtown market (modest enhanced share) and new SF resulting from
office-based employment growth. Since office-based employment growth is based on existing
conditions/share of larger Midtown market (rather than future share) these new SF factors are
considered exclusive from one another.
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These two factors will support the highest levels of new office development at Colorado,
Auraria West, and 10" & Osage. These station areas benefit from relatively high levels of
employment growth and location within or near the growing Downtown and Southeast
office markets. Relatively less office development is anticipated at Evans and 38" & Inca,
both of which offer relatively low levels of existing office space.

Exhibit 5-14: Total Supportable Office SF from Modest Future Increase
(2006-2030)
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Source: BBP Associates

Moderate Infill

While the modest in-fill scenario assumed a conservative “enhanced capture rate,” the
moderate in-fill assumes a more aggressive “enhanced capture rate,” or ability of the
station area to capture additional office development from within the larger local market
because of the area’s proximity to transit. We have made the following assumptions in the
moderate in-fill analysis:

e Share of net new future office development in each station area estimated based
on recent annual share of net new annual office development in the appropriate
larger office market area (e.g. Midtown, Colorado Blvd/Glendale, Southeast)

¢ Average annual office development in the local office markets, and recent annual
share by station area, based on analysis of the CoStar Denver office market
report

e Historical (2003-2006) average annual market office absorption rates assumed to
continue through 2030

e Station area incremental increase in share of office space assumed to increase at
an aggressive rate ranging from 2 to 19 percent depending on station area
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e Station area share was assumed to increase modestly by station area (e.g. from
4 percent to 20 percent depending on station area characteristics (e.g. inventory,
characteristics, market position, vacancy, etc.)

New supportable office square footage based on an increased share of local office
market absorption among the selected station areas is highest for Auraria West and
Southmoor, as illustrated in Exhibit 5-15.

Exhibit 5-15: Potential New Office Development
From Enhanced Share of Office Market Absorption®
Moderate Future Share Increase (2006-2030)

Midtown Office Submarket Average Annual Absorption 153,981
Colorado Blvd/ Glendale Office Submarket Average Annual Absorption 65,982
Southeast Office Submarket Average Annual Absorption 620,971
Southwest Office Submarket Average Annual Absorption 42,755
Northwest Office Submarket Average Annual Absorption 239,310

Stati Csuggfgt I\Ijl(c))tde:rg?(le Share SF/ Supportable Supportable
tation Incremental New SF

of Market Future Share Increase Employee Annual SF (2006-2030)

SF of Market SF

10th & Osage 4% 10% 6% 300 15,398 369,555
Decatur 1% 10% 9% 300 15,398 369,555
Auraria West 1% 20% 19% 300 30,796 739,110
40th & 40th 1% 10% 9% 300 15,398 369,555
Sheridan 0% 6% 6% 300 9,239 221,733
Colorado 15% 17% 2% 300 11,217 269,205
Alameda 1% 10% 9% 300 15,398 369,555
Southmoor 1% 4% 3% 300 24,839 596,132
Evans 0.4% 8% 8% 300 3,420 82,089
38th & Inca 1% 5% 4% 300 11,965 287,172

Source: BBP Associates, 2007

1. Based on average annual absorption 2003-2006 as reported by CoStar Group; except Colorado Blvd/ Glendale average, which
is based on average annual absorption 2004-2006 as reported by CoStar Group (to control for prolonged negative absorption in

2003).

Total net new office square feet for each station area was found by adding the
supportable square feet based on office-based employment growth with supportable
square feet based on enhanced share of annual larger market office absorption. Exhibit
5-16 summarizes total new office square feet supported by employment growth and
enhanced share of larger market absorption.
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Exhibit 5-16: Total Potential New Office Square Footage
From Moderate Enhanced Share and Employment Growth

_ New SF - New SF - Supportable
Station Moderate Employment =
Enhanced Share Growth
10th & Osage 369,555 384,171 753,726
Decatur 369,555 48,406 417,961
Auraria West 739,110 309,006 1,048,116
40th & 40th 369,555 131,098 500,653
Sheridan 221,733 92,160 313,893
Colorado 269,205 509,541 778,747
Alameda 369,555 58,824 428,379
Southmoor 596,132 30,501 626,633
Evans 82,089 112,519 194,608
38th & Inca 287,172 57,003 344,175

Source: BBP Associates, 2007

1. Supportable SF includes both new SF resulting from increasing the share of future office absorption in
the larger Midtown market (moderate enhanced share) and new SF resulting from office-based
employment growth. Since office-based employment growth is based on existing conditions/share of
larger Midtown market (rather than future share) these new SF factors are considered exclusive from
one another.

The highest levels of new office development under the moderate scenario will occur at
Auraria West, Colorado, and 10" & Osage. Evans and 38" & Inca are anticipated to
experience relatively less office development.

Exhibit 5-17: Total Supportable Office SF from Moderate Future Increase
(2006-2030)
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Source: BBP Associates
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Large-Scale/Capacity Office Development

The large-scale/development capacity assessment is an analysis of the
underutilized/vacant parcel assemblage opportunities for each of the 10 selected station
areas with the application of TOD oriented zoning (e.g. CMU-10, TMU-30) and
distribution of uses (e.g. residential, office, retail) in accordance with stakeholder focus
group preferences, existing conditions, competitive position and market potential. In
undertaking this analysis, the following assumptions were utilized:

e Underutilized/vacant parcels were selected when the following criteria was met:
0 Improvement value lower than land value
0 Greater than 10,000 square feet
0 Current zoning higher than R-2

o Underutilized/vacant parcels were identified based on review of properties
identified by the City and County of Denver Community Development & Planning
Department. Those parcels that could be assembled with other parcels (based on
contiguity of other underutilized parcels that together comprise land area greater
than 0.5 acres) were included in the list of underutilized assemblage
opportunities

e A range of floor area ratios (FAR) from 5:1 to 1:1 (in accordance with TMU-30,
CMU-10, RMU-20, MS-1, and MS-2 zoning) were applied to the underutilized
assemblage opportunities based on proximity to station (creation of a density
cone around the station). In general, an FAR of 2:1 was applied to those
assemblage opportunities closest to the station, and an FAR of 1:1 was applied
to those closer to the edge of the %2 mile walkshed.

e The distribution of uses (residential, office, retail, open space/right of way) was
based on existing site conditions, station area typology, discussions with City and
County of Denver staff and existing market conditions.

The assumed distribution of uses is summarized in Figure 5-18.

Exhibit 5-18: Assumed Distribution of Uses
Redevelopment of Underutilized/Vacant Parcels

Station % Residential % Office % Retail % OpenofS\[,)Va;:ye, Right
10th & Osage 70% 5% 10% 15%
Decatur 70% 5% 10% 15%
Auraria West 45% 35% 10% 10%
40th & 40th 50% 10% 15% 25%
Sheridan 65% 10% 15% 10%
Colorado 60% 15% 10% 15%
Alameda 60% 15% 10% 15%
Southmoor 75% 5% 10% 10%
Evans 65% 10% 15% 10%
38" & Inca 70% 10% 5% 10%

Source: BBP Associates, 2007
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The highest level of office (re)development could occur within the Auraria West station
area, where underutilized/vacant land could hold 4.6 million square feet of office space
(including selected projects already in the pipeline at the Auraria Higher Education
Center). The Alameda and Colorado station areas also could realize relatively high levels
of office (re)development. Exhibit 5-19 illustrates office space based on large scale
capacity development.

Exhibit 5-19: Supportable Office SF
Large Scale Capacity Development
(2006-2030)
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Summary Office Development Potential

In summary, three office development scenarios were estimated for each station area:
modest, moderate, and capacity. While the latter scenario was developed without regard
to market demand factors, the former two scenarios were developed without
consideration of land capacity constraints. Comparison of these three scenarios suggests
that for some station areas, land capacity far exceeds market potential. Auraria West and
Alameda both exhibit relatively high capacity for office development that far exceeds
potential development under the aggressive, market-based moderate scenario. In
contrast, market potential under the moderate scenario outpaces capacity for
development within the Evans, Sheridan, 40" & 40", Decatur, and 10" & Osage station
areas. For these stations, the modest scenario is more feasible based on land capacity.
Exhibit 5-20 summarizes modest, moderate, and large scale/capacity redevelopment
estimates by station area.

Exhibit 5-20: Office Space Projections by Station Area
Modest, Moderate and Large-Scale/Capacity Redevelopment
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Source: BBP Associates, 2007
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5.6 Conclusions

Recent and projected trends in regional and immediate office market areas surrounding
each of the 10 selected station areas indicate market potential for office development
around these stations. Employment growth, combined with re-focusing of office growth to
station areas, will support office expansion.

The 10 selected station areas, if developed under the modest office scenario, would add
a combined 3.5 million square feet of office space to an existing 3 million square feet
(more than doubling the total inventory of office space over a 14 year period). If
developed under the moderate scenario, these station areas would add 6 million square
feet of office space (tripling the total available office space in these station areas).

Trends in the selected station areas, local market areas, and the region indicate there will
be continued demand for office development through 2030.

These trends include:®
« Office based employment growth projected for the station areas and region. In
particular, long term prospects at the national level indicate strong growth
potential for Denver’s office-based specializations (e.g. sectors offering higher
percentages of jobs than at the national level) - information and professional and
business services - which represent two of the fastest growing industries at the

national Ievel;7

«  Positive recent office absorption trends - office space absorption at the Denver
regional level remained positive throughout 2006 and into early 2007, with
600,000 square feet absorbed in first quarter (Q1) 2006, 900,000 in Q2 2006, 1.6
million in Q3 2006, 400,000 in Q4 2006, and 600,000 in Q1 2007;

o Declining vacancy rates - the regional vacancy rate has fallen consistently
throughout 2006 and early 2007, from 14.5 in Q4 2005 to 13.4 percent as of first
quarter 2007;

« Increasing rental rates - the regional direct average lease rate (full service basis)
increased from $17 as of Q1 2006 to $19 as of Q1 2007,

o  Preference for smaller, multi-tenant properties - most recently delivered office
projects contained less than 50,000 square feet of office space per building (93
percent) and accommodated multiple tenants (60 percent);

« Interest in locations near transit - proximity to rail is considered as an attractive
feature to companies looking for new space to lease;® and

® Unless otherwise noted, trend data reported by CoStar Group, Inc. in the 2006 Denver Office Market report.

’ Growth prospects are summarized in the Economic Conditions section of the Year-End 2006 Metropolitan
Denver Housing Overview provided by the Genesis Group.

& Emphasized by Bill Mosher of Trammell Crow Co. in an April 2007 Denver Post article, “Light rail is another big
selling point.”
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Market interest along Southeast Central, and Northwest corridors -
encompassing the Colorado Blvd/ Glendale and Southeast CoStar office market
areas, the Southeast corridor is viewed by local real estate experts as a strong
location for continued office market expansion. The Central corridor is also
undergoing expansion; as of fourth quarter 2006, nearly half of all new
construction was concentrated in Lower Downtown.? The Northwest corridor is
also considered an emerging node for office market expansion.10

To promote station area office development activity, the station area competitive
advantages (strengths) should be emphasized and challenges/constraints addressed.
Detailed descriptions of each area’s strengths, challenges, and opportunities (for all types
of development) are provided within the Appendix - Station Area Profiles. Summary
office-related strengths, challenges, and opportunities include:

Strengths

Proximity to major office employment clusters. Existing employment clusters offer
potential for future continued agglomeration economies. Station areas within the
South Midtown submarket (e.g. 10" & Osage, Decatur, Sheridan, Auraria West,
and Alameda) and the Colorado Boulevard/l-25 submarket (e.g. Colorado)
benefit from proximity to major office nodes in Downtown Denver and Tech
Center.

Presence of large employers. Large employers often serve as anchors for office
expansion in that they require office support services nearby. The Auraria West
station area features a strong base of employees at the Auraria Higher Education
Center that could serve as a magnet for office support services.

Access to employees and the region through rail, road, and pedestrian
connections. The level of transportation access a station area affords to
prospective office tenants may impact its potential for office expansion. All of the
station areas will benefit from rail access upon the completion of FasTracks. In
particular, the 40™ & 40" station area offers strong access to Interstate 70 and
Denver International Airport.

Relatively affordable space. Lease rates that are lower than the regional average
can boost the attractiveness of station areas to value-conscious tenants. 38" &
Inca, 40" & 40™, and Evans offered significantly lower office lease rates ($12 per
square foot on a full-service basis) compared to the region ($18) as of year-end
2006.

Presence of amenities/quality of life attributes. With some employers preferring to
locate their business near home, the quality of life for residents within station
areas is an important factor in office expansion potential. Station areas that
feature recreational amenities and desirable residential neighborhoods should
emphasize these features as benefits to prospective office tenants.

® As described in “The new space race in Denver,” Denver Post.

" |bid.
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Concentration of undeveloped/underutilized J/and. The availability of
undeveloped/underutilized land influences the scale of office (re)development
possible by station area. Auraria West in particular offers a high level of such
land, providing this station with strong (re)development potential in the longer
term (especially for campus-based office growth on the Auraria Higher Education
Center).

Concentration of land under single ownership. Undeveloped/underutilized land
that is held by a single owner may be developed or redeveloped more quickly
than land held by multiple property owners. Approximately 60 acres within the
Alameda station area are held by a single owner, giving this station area a
competitive advantage for redevelopment vis-a-vis other station areas with
multiple property owners.

Challenges/ Constraints

Older, outdated office space. Clusters of older, outmoded space can deter
prospective office tenants seeking efficient work environments. Most of the
selected station areas feature office inventories built in the 1980s or earlier. The
retrofitting and renovation of these properties may improve the station area’s
office market image.

Incompatible surrounding uses. Station areas that feature a predominantly
residential, retail, and/or industrial character may be relatively less likely than
those with an existing office image to spur office expansion.

Lack of development capacily. Station areas featuring relatively few
undeveloped/underutilized parcels may face a competitive disadvantage
compared to other station areas pursuing office (re)development. Southmoor,
40™ & 40™ and Sheridan exhibit relatively fewer undeveloped/underutilized
parcels compared to other station areas.

Timing of station openings. Many of the Denver station areas (e.g. those along
the Gold Line, East, and West corridors) will not open until around 2015. This
timing could delay office development until the transit stations open, and presents
a challenge in ensuring land will be available for transit oriented development in
2015.

Land speculation at future station areas. Some property owners in Denver have
bought land around stations before transit’s introduction, though at prices in
excess of market demand, thereby prematurely driving up land values.

Task 3

47



TOD Opportunities & Constraints Task 3

Opportunities

e Creation of new employment centers. Building from existing strengths, including
strong regional transportation access, proximity to employment centers, and
existing employment bases, the Colorado, Auraria West, and Alameda station
areas could become larger office-based employment centers in the future.

e Addition of small-scale office nodes and corridors. Featuring existing residential
communities rather than office centers, the 10" & Osage, Decatur, Sheridan,
Southmoor, Evans, and 38" & Inca stations could all provide smaller-scale office
nodes and corridors within their station areas These nodes and corridors could
be oriented to service offices that cater to residential and/ or retail populations
(e.g. financial services, insurance, real estate, medical services, etc.).
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Residential Market

6.1 Overview

Demographic and economic forces in the Denver region and nation are fueling interest in
living near transit, with changes in household type and costs of automobile use
supporting transit oriented residential communities. Household growth within station
areas, residential market areas, and the region, particularly of households likely to use
transit, will support residential development around transit stations. Key near-term trends
favoring transit-oriented residential development in the Denver market include:

« Household growth projected for the Denver region;

o Growth of households likely to consider living near transit, including “empty
nesters,” young professionals, working families, and other small households;
« Economic factors promoting the use of transit (e.g. the rising cost of energy and

automobile usage);

« Regional employment growth, which tends to prompt household growth;

« Market expansion in 2008 following the current housing market downturn; and

« Demonstrated developer interest in adding new residential product in the
Northwest and Northeast corridors, as evidenced by recent deliveries.

These trends indicate there are opportunities for residential
development in station areas located in growing residential
markets, such as the Northwest and Northeast corridors. Long
term household growth throughout the region will also provide
opportunities for residential expansion at station areas through
2015 and 2030. This section provides an overview of the real
estate market trends influencing potential for residential
development in the selected station areas.

6.2 Market Area Definition

The 10 selected station areas are located within the regional
Denver residential market, which, as defined by the Genesis
Group, contains seven local market areas: Arapahoe,
Boulder/Longmont, Denver, Douglas, Jefferson, Northeast,
and Northwest (defined primarily by jurisdictional boundaries).

All 10 stations are located within the Denver local residential
market, which generally includes all the land within the
jurisdictional boundaries of the City and County of Denver
except land located to the northeast of Interstate 70 (including
Denver International Airport). Exhibit 6-1 provides a map of the
seven market areas located within the Denver region.

6.0

Exhibit 6-1: Residential Market Area Map
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6.3 Existing Conditions
Overview

Regional and market area trends influence opportunities for residential expansion at each
of the ten stations. Exhibit 6-2 offers a “snapshot” of current residential market conditions
in the City of Denver and the region. As illustrated in Exhibit 6-2, Denver offers the most
residential units of any county in the region, with over 265,000 units (27 percent of the
regional inventory).

Exhibit 6-2: Residential Market Snapshot
Market Areas and Region

Single-Family Single-Family . . .
Market Detached Attached Multifamily Mobile Homes TOTAL
Current Percent Current Percent Current Percent Current Percent Current
Inventory Inventory Inventory Inventory Inventory
Units Units Units Units Units
Adams 94,874 63.5% 12,536 8.4% 31,488 21.1% 10,491 7.0% 149,389
Arapahoe 124,355 56.4% 21,871 9.9% 70,745 32.1% 3,335 1.5% 220,306
Boulder 76,133 63.5% 9,265 7.7% 31,947 26.6% 2,544 2.1% 119,889
Denver 130,136 49.1% 23,265 8.8% 111,023 41.9% 677 0.3% 265,101
Jefferson 146,647 66.0% 17,020 7.7% 56,893 25.6% 1,518 0.7% 222,078
MSA Total 572,145 58.6% 83,957 8.6% 302,096 30.9% 18,565 1.9% 976,763

Source: BBC Research & Consulting, 2006

Single-family detached housing is the predominant unit type in the region (59 percent)
and the City of Denver (49 percent). However, the City offers a more balanced mix of
housing types than other residential market areas in the region. Over 40 percent of the
City’s housing units were multifamily compared to 26 percent in Jefferson County and 27
percent in Boulder. Exhibit 6-3 illustrates the current distribution of residential units by unit
type by area.

Exhibit 6-3: Residential Inventory by Type and Area (2007)
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Source: ESRI Business Information Solutions, 2007
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Exhibit 6-4 offers a “snapshot” of the current apartment residential market in the City and
County of Denver and the region. This snapshot indicates that the Denver City/County
market is the largest of the six counties in the region, capturing nearly 38 percent of the
total regional inventory. The Denver apartment market benefits from its access to
employment, culture, and entertainment activities. The Denver City/County average
monthly rent was similar to the region in 2006 (approximately $845 compared to $850 in
the region), suggesting rents in the City/County market are moderate compared to other
areas of the region.

Exhibit 6-4; Apartment Market Snapshot
Market Areas and Region

Current
Vacancy Average
Market Inventory
. (%) Rent 1/
Units

Adams 36,026 7.4% $826.45
Arapahoe 57,741 7.4% $801.93
Boulder 32,535 5.5% $941.01
Denver 102,938 7.3% $845.13
Douglas 9,505 7.0% $1,013.62
Jefferson 41,206 6.6% $831.50
Denver MSA 270,605 7.0% $849.89

1/ Reflects weighted average rent for new and existing apartments.
Source: Apartment Association Metro Denver, BBP Associates, 2006

The average vacancy rate of the apartment housing units in Denver City/County is 7.3
percent, comparable to the regional vacancy rate of 7 percent. The vacancy rate was lower in
Boulder (5.5 percent) and Jefferson (6.6 percent) indicating slightly higher demand for space
relative to supply in those market areas. Exhibit 6-5 illustrates apartment vacancy rates and
inventory of units by county.

Exhibit 6-5: Apartment Inventory & Vacancy Rates by Area (2007)

120,000 r 8.0%

MSA: 7.0%
a1 - b 7.0%
100,000 i
b 6.0%
80,000
GO 000 t (1))
60,000 0%
I 3.0%
40,000
I 2.0%
20,000
r 1.0%
5 ; ~ 0.0%
S oc, & o ,s-a Ov
& & & & ) &
v & < S &

s Currentinventory Units —l—Vacancy (%)
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6.4 Station Area Comparison

Comparison of selected station areas to one another, to the Denver City/County market
(the local residential market area) and to the region provides an indication of the relative
size of the station area residential market (inventory in dwelling units), current demand for
space (measured in terms of vacancy and home values), and developer interest (pipeline
development). Exhibit 6-6 provides a snapshot of the station areas.

Exhibit 6-6: Residential Market Snapshot
Selected Station Areas

Current Proportion
Station Inventory Owner Vacoancy Under-' Proposed Expected
Units Occupied (%) Construction

10th & Osage 1,325 24% 12% 0 83 0
Decatur 1,499 18% 9% 0 0 0
Auraria West 578 13% 7% 0 0 0
40th & 40th 740 45% 7% 0 24 0
Sheridan 2,374 32% 7% 0 0 0
Alameda 1,036 44% 10% 0 0 0
Colorado 2,604 29% 6% 0 0 0
Southmoor 1,330 85% 6% 0 0 0
Evans 1,065 55% 4% 0 0 0
38" & Inca 946 50% 7% 0 100 0
TOTAL 13,497 0 207 0
Denver City/ County 270,605 51% 8%

Denver Region 1,034,442 65% 7% 16,762 12,773 37,823

Source: Genesis Group, ESRI Business Information Systems, BBP Associates, 2007

Station areas feature, on average, an existing inventory of over 1,350 dwelling units.
Several station areas featured residential inventories well below this median, including:
Auraria West (nearly 600 dwelling units), 40" & 40" (over 700 dwelling units), and 38"
and Inca (over 900 dwelling units), indicating that these station areas have not yet
created a critical mass of residential units. The strongest residential clusters are located
within the Sheridan and Colorado station areas, which feature a relatively high number of
residential units (2,400 and 2,600, respectively).

The station areas featured, on average, vacancy rates of 8 percent, equivalent to the
Denver City/ County residential vacancy rate and slightly higher than the regional
vacancy rate (7 percent). Vacancy rates were higher than this median at 10" & Osage
and Alameda (12 and 10 percent, respectively), signaling relatively lower demand for
units. Vacancy rates were relatively low within the Colorado, Southmoor, and Evans
station areas (6, 6, and 4 percent, respectively) indicating relatively higher demand for
residential units. Exhibit 6-7 illustrates current residential inventory and vacancy rates by
station area.
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Exhibit 6-7: Residential Inventory & Vacancy by Station Area (2006)
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Pipeline development activity was relatively low for the ten station areas as a whole
compared to corridor development activity. As of first quarter 2007, just three of the ten
selected station areas featured projects in the pipeline: 10" & Osage (83 proposed units),
40™ & 40™ (24 proposed units), and 38" & Inca (100 proposed units). The activity in these
three stations (207 units) represents less than 1 percent of pipeline development in
associated FasTracks Corridors (nearly 19,000 units in the pipeline along the Central,
Southwest, Southeast, East, West, and Gold Line corridors).

6.5 Station Area Residential Development Potential

In examining the current residential market in the Denver region and the impact of
FasTracks on future residential development activity, the Project Team has estimated the
influence of transit on future residential development within the 10 selected Denver
station areas under the following three scenarios:

(1) Modest development potential
(2) Moderate development potential
(3) Large-scale master plan (re)development

This scenario development analysis for future residential growth within the 10 selected
station areas is based on the following primary factors:

e Historical and projected residential growth within the station area, corridor and
region
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e Impact of transit to capture “enhanced share” of local residential market
development (e.g. redistribution of households seeking the added amenity and
convenience of being near transit)

e Recent, projected and expected residential development plans within station area

o Existing residential inventory, market trends and existing conditions

e Vacant/underutilized property which could represent development opportunity
sites for residential / mixed use

e Concentrations of existing and future higher density residential communities in
the region

e Proximity to downtown

Household Growth

Household growth within the Denver region and individual market areas is the driving
factor in determining the amount, location and type of residential development to occur in
the region. Research has shown that the existing/future presence of transit is viewed as
an amenity to many households that value access to employment, entertainment, and
services. We anticipate that selected station areas within the system will attract new
residential development, and that these areas will capture an enhanced share of
residential growth in the City of Denver (e.g. redistribution of households to transit areas).

Exhibit 6-8 summarizes net growth projections by station area for households from 2006
through 2030 based on DRCOG growth rates for periods 2005-2030."" Net household
growth within the station area was estimated using baseline ESRI data and adjusted
using modified DRCOG growth rates (2015 and 2030). DRCOG growth rates were
adjusted upward 20 percent to account for the enhanced growth associated with transit
(based on industry TOD research from the United States and Canada).12

This net household growth, coupled with enhanced redistribution of market area growth to
the station area, is anticipated to fuel station area demand for new dwelling units within
the 10 selected station areas. Exhibit 6-8 illustrates net household growth by station area.

"In projecting household growth, BBP Associates utilized ESRI 2006 household data and DRCOG growth rates
for Transit Analysis Zones (TAZs) located within station areas.

'2 Based on TOD industry research such as an economic analysis conducted in Ottawa, Canada by Parsons
Brinckerhoff and reported in TCRP Report 16, Transit and Urban Form, which found that employment grew at a
40-80 percent faster rate within transit station area walksheds than in non-station walksheds in the region. In
instances where the growth rates for the station projected for DRCOG were lower than the Denver jurisdictional
growth rates (e.g. 1.2 percent per year), the growth rates for that station were assumed to equal the Denver
jurisdictional growth rate plus 20 percent (a more conservative enhanced growth rate compared to the empirical
evidence from Ottawa).
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Exhibit 6-8: Net Household Growth
(2006-2030)
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As depicted in Exhibit 6-8, the 40™ & 40™, the Colorado, and Auraria West station areas
offer strong potential for residential development related to baseline household growth
(2006-2030).

Modest Infill

The selected transit stations are all located within the larger Denver City/County

residential market (as defined by the Genesis Group). To determine the “enhanced

capture rate” or ability of the station area to capture additional residential development

from within the larger local market because of the area’s proximity to transit, we have
made the following assumptions:

e Share of net new residential development in each station area estimated based

on recent annual share of net new annual household growth in the Denver
City/County market area

o Average annual residential development, and recent annual share by station
area, based on DRCOG household growth projections (adjusted upward to reflect
the impact of transit)

e Station area share was assumed to increase modestly by station area (e.g. from
1.1 percent to 3.9 percent depending on station area characteristics, including
inventory, market position, vacancy, etc.)
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e The ratio between new households and new housing units is 1 to 1

o Each residential unit equals 1,000 square feet, based on the average size of new
dwelling units at Stapleton and the average apartment unit size reported by the
Apartment Association of Metro Denver

The 40" & 40", Colorado, and Auraria West station areas could add the most new
dwelling units based on baseline household growth and redistribution of City household
growth. Exhibit 6-9 summarizes potential new residential units by station area under the
modest scenario.

Exhibit 6-9: Potential New Residential Units
Modest Enhanced Share by Station of Denver Projected Growth

Denver Net HH Growth, 2005-2030 77,224

Station Net HH Growth Share of Denver ModessthEnhlanced Modest Net HH
are Growth
10th & Osage 374 0.5% 1.2% 927
Decatur 673 0.9% 1.5% 1,158
Auraria West 1,222 1.6% 1.6% 1,222
40th & 40th 3,029 3.9% 3.9% 3,029
Sheridan 845 1.1% 1.1% 849
Colorado 1,380 1.8% 1.8% 1,380
Alameda 369 0.5% 1.4% 1,043
Southmoor 491 0.6% 1.5% 1,120
Evans 358 0.5% 1.1% 849
38" & Inca 310 0.4% 1.2% 927
TOTAL 9,051 11.7% 16.2% 12,504

Source: BBP Associates, 2007

1. Modest enhanced shares based on transit literature regarding walkshed share of jurisdictional development
(e.g. 25 percent of housing units constructed in the Ottawa region were located within a short walk of transit,
according to Parsons Brinckerhoff in "Ottawa-Carleton Case Study," TCRP H-1: Public Policy and Transit
Oriented Development; in many metropolitan areas with transit systems, the share of transit zone housing
units is between 15 to 40 percent of the total regional households, according to the Center for Transit Oriented
Development, "Hidden in Plain Sight"). With this total parameter of up to 40 percent share for all stations within
the Denver jurisdiction, an enhanced share of 16 percent for these stations was used. This percentage is in
accordance with the City's goal of focusing growth in these station areas.

Within the Auraria West station area, the growth of the Auraria Higher Education Center
student population is also anticipated to fuel demand for residential units oriented to
students. We have conservatively assumed that 1 percent of the 38,000 new students
projected to enter the area by 2030 will reside in the Auraria West station area,
supporting the addition of 380 units. Exhibit 6-10 illustrates potential new residential units
based on student population growth within the Auraria West station area.
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Exhibit 6-10: Potential New Residential Units
From Student Population Growth, Modest Capture
Auraria West

Station Net Student Potential SF/ Supportable  Supportable
Growth (2006- HH Capture Household New SF New Units
2030) Rate (2006-2030) (2006-2030)
Auraria 38,000 1% 1,000 380,000 380
West
Potential Potential Total
New Units New Units - Potential
- HH Students New Units
1,222 380 1,602

Source: BBP Associates, 2007

With the addition of these student households, the Auraria West station area could add a
total of 1,600 new residential units by 2030. Only 40" & 40M is projected to add more
residential units. Exhibit 6-11 summarizes total supportable residential units under the
modest growth scenario.

Exhibit 6-11: Total Supportable Units from Modest Future Increase
(2006-2030)

3,500

3,029

3,000
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2,000
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Source: BBP Associates

Moderate Infill

To determine the “enhanced capture rate” or ability of the station area to capture
additional residential development from within the larger local market because of the
area’s proximity to transit, we have made the following assumptions for the moderate
development scenario:

e Share of net new residential development in each station area estimated based
on recent annual share of net new annual household growth in the Denver
City/County market area
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e Average annual residential development, and recent annual share by station
area, based on DRCOG household growth projections (adjusted upward to reflect
the impact of transit)

e Station area share was assumed to increase moderately by station area (e.g.
from 1.3 percent to 4.5 percent depending on station area characteristics,
including inventory, market position, vacancy, etc.)

e The ratio between new households and new housing units is 1 to 1

e Each residential unit equals 1,000 square feet, based on the average size of new
dwelling units at Stapleton and the average apartment unit size reported by the
Apartment Association of Metro Denver

All station areas could add at least 1,000 new units under this scenario, though the 40" &
40™, Colorado, Decatur, Southmoor, Alameda, and Auraria West station areas stand to
add the most new dwelling units. Exhibit 6-12 summarizes potential new residential units
by station area under the modest scenario.

Exhibit 6-12: Potential New Residential Units
Moderate Enhanced Share by Station of Denver Projected Growth

Denver Net HH Growth, 2005-2030 77,224
Station Net HH Share of Moderate Moderate
Growth Denver Enhanced Net HH
Share! Growth
10th & Osage 374 0.5% 1.4% 1,081
Decatur 673 0.9% 2.0% 1,544
Auraria West 1,222 1.6% 1.8% 1,390
40th & 40th 3,029 3.9% 4.5% 3,475
Sheridan 845 1.1% 1.3% 1,004
Colorado 1,380 1.8% 2.2% 1,699
Alameda 369 0.5% 1.8% 1,390
Southmoor 491 0.6% 2.0% 1,544
Evans 358 0.5% 1.3% 1,004
38" & Inca 310 0.4% 1.5% 1,158
TOTAL 9,051 10.9% 19.8% 15,290

Source: BBP Associates, 2007

1. Moderate enhanced shares based on transit literature regarding walkshed share of
jurisdictional development (see footnote above, under Potential New Residential Units,
Modest Enhanced Share").

The growth of the Auraria Higher Education Center student population is anticipated to
fuel demand for residential units oriented to students in the Auraria West station area. We
have assumed that 2 percent of the 38,000 new students projected to enter the area by
2030 will reside in the Auraria West station area, supporting the addition of 760 units.
Exhibit 6-13 illustrates potential new residential units based on student population growth
within the Auraria West station area.
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Exhibit 6-13: Potential New Residential Units
From Student Population Growth, Moderate Capture
Auraria West

Net Student Potential SE/ Supportable  Supportable
Station Growth HH Capture Household New SF New Units
(2006-2030) Rate (2006-2030) (2006-2030)
Auraria 38,000 2% 1,000 760,000 760
West
Potential Potential Total
New Units New Units - Potential
- HH Students New Units
1,390 760 2,150

Source: BBP Associates, 2007

These student households, coupled with baseline household growth, will support the
addition of over 2,000 new units within the Auraria station area, making this station area
the second behind 40™ & 40™ in terms of total potential new units. Exhibit 6-14
summarizes total supportable residential units under the modest growth scenario.

Exhibit 6-14: Total Supportable SF from Moderate Future Increase
(2006-2030)

3,475

Source: BBP Associates

Large Scale Capacity Redevelopment

The large-scale/development capacity assessment is an analysis of the
underutilized/vacant parcel assemblage opportunities for each of the 10 selected station
areas with the application of TOD oriented zoning (e.g. RMU-30, TMU-30) and
distribution of uses (e.g. residential, office, retail) in accordance with stakeholder focus
group preferences, existing conditions, competitive position and market potential. In
undertaking this analysis, the following assumptions were utilized:
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e Underutilized/vacant parcels were selected when the following criteria was met:
0 Improvement value lower than land value
o0 Greater than 10,000 square feet
o0 Current zoning higher than R-2

e Underutilized/vacant parcels were identified based on review of properties
identified by the City and County of Denver Community Development & Planning
Department. Those parcels that could be assembled with other parcels (based on
contiguity of other underutilized parcels that together comprise land area greater
than 0.5 acres) were included in the list of underutilized assemblage
opportunities

e A range of floor area ratios (FAR) from 5:1 to 1:1 (in accordance with TMU-30,
CMU-10, RMU-20, MS-1, and MS-2 zoning) were applied to the underutilized
assemblage opportunities based on proximity to station (creation of a density
cone around the station). In general, an FAR of 2:1 was applied to those
assemblage opportunities closest to the station, and an FAR of 1:1 was applied
to those closer to the edge of the Y2-mile walkshed.

o The distribution of uses (residential, office, retail, open space/right of way) was
based on existing site conditions, station area typology, discussions with City and
County of Denver staff and existing market conditions.

The assumed distribution of uses is summarized in Figure 6-15.

Exhibit 6-15: Assumed Distribution of Uses
Redevelopment of Underutilized Parcels®

% Open Space,

Station % Residential % Office % Retail Right of Way
10th & Osage 70% 5% 10% 15%
Decatur 70% 5% 10% 15%
Auraria West 45% 35% 10% 10%
40th & 40th 50% 10% 15% 25%
Sheridan 65% 10% 15% 10%
Colorado 60% 15% 10% 15%
Alameda 60% 15% 10% 15%
Southmoor 75% 5% 10% 10%
Evans 65% 10% 15% 10%
38" & Inca 70% 10% 5% 10%

Source: BBP Associates, 2007
1. Distribution of uses based on existing character and market position

From a land capacity standpoint, the Alameda, Decatur, 10" & Osage, Colorado, and 38"
& Inca station areas could add the most residential units from redevelopment of vacant or
underutilized parcels. Exhibit 6-16 illustrates potential residential units based on large
scale capacity development.
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Exhibit 6-16: Supportable SF for Residential Space from Redevelopment of
Underutilized Parcels (2006-2030)

7,000 -
6,114
6,000 -
4,717
5,000 -
3,766 3533
4,000 - 3,472 ’ 3,541
3,000 - 2,384
1,962
2,000 - 1385
1,000 - 526 I
0 A T T T . T T T T T T
2 S X Q Q> o Q L o >
F &S F P F T
q;»O @ ’b{\q, ‘&q,» & S B o";& %&‘v
N N N S
'»Q" vo »" >

61



TOD Opportunities & Constraints Task 3

Summary

Three residential development scenarios were estimated for each station area: modest,
moderate, and capacity. These scenarios suggest that Auraria West also exhibits strong
potential for expansion, particularly for housing oriented to students attending the Auraria
Higher Education Center. 40" & 40™ offers market potential to become a major
residential node, but lack of large sites for redevelopment hinder its development
potential.

While the latter scenario (capacity) was developed without regard to market demand
factors, the former two scenarios were developed without consideration of land capacity
constraints. For all station areas except 40" & 40", land capacity exceeds market
potential. In particular, the capacity for redevelopment at 38" & Inca, Alameda, Colorado,
10" & Osage, and Decatur is substantially higher than market support for modest or
moderate redevelopment.

Exhibit 6-17 summarizes modest, moderate, and large scale/capacity redevelopment
estimates by station area.

Exhibit 6-17: Residential Inventory by Station Area
Modest Future, Moderate Future, and Large-Scale/ Capacity Redevelopment
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Source: BBP Associates, 2007
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6.6 Conclusions

Recent and projected trends in regional and local residential market areas surrounding
each of the 10 selected station areas indicate opportunities exist for residential
development around these stations. If developed under the modest residential scenario,
the 10 station areas would together add nearly 13,000 dwelling units to an existing 13,500
(nearly doubling the total residential inventory in these station areas over a 14 year
period). If developed under the moderate scenario, these station areas would add 16,000
dwelling units (more than doubling the residential inventory).

Trends in the selected station areas, local market area (Denver City/County), and the
region indicate demand for new residential development near transit through 2030.

These trends include:™

«  Household growth projected for the station areas and larger market area. This
household growth (projected at 77,000 new households in Denver City/County
by 2030) will be supported by the economic expansion in jobs projected through
2030.

o Near-term correction followed by expansion - throughout the nation, the
residential market has entered a period of contraction following a period of rapid
expansion. According to the National Association of Realtors, this correction
period is anticipated to continue at least through the remainder of 2007, and then
return to a period of expansion (albeit less robust than that experienced over the
last several years)." Real estate economists predict the Denver market will
regain momentum around mid-2008, when prices should begin to rise again.15

« Preference for compact, clustered neighborhoods - at the national level, a
growing number of households desire smaller properties located within clustered
developments.™®

o Interest in locations near transit - proximity to rail is considered an amenity for a
growing number of households, particularly older households/empty nesters
(e.g. age 55 and over) and young professionals.17

o Market interest along West, 1-225, Northwest, East, and North Metro corridors -
Local real estate experts and developers indicated that several corridors will
attract relatively more residential development.

¥ Unless otherwise noted, trend data reported by the Genesis Group, in the 2006 Metropolitan Denver Housing
Overview report.
" As reported by the National Association of Realtors in “Home Sales Projected to Fluctuate Narrowly with
Gradual Upturn,” June 6, 2007.

According to economists at Moody’s Economy.com, reported by Money magazine in “On the Decline,”
October 6, 2006.
As reported by the Center for Transit Oriented Development in Hidden in Plain Sight, an estimated 37 of all
households desire this type of housing (according to Professional Builder).
"7 |bid. AARP has found that 71 percent of older households desire homes near transit (e.g. within walking
distance).
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The West corridor was noted as a location for white collar/ executive housing; I-
225 as a growing housing market; Northwest as an already growing housing
market; and East and North Metro both as future residential areas (as
development shifts from a built-out Northwest corridor to East and North Metro).

To promote station area residential development activity, relative station area competitive
advantages (strengths) should be emphasized and challenges/ constrains addressed.
Detailed descriptions of each area’s strengths, challenges, and opportunities (for all types
of development) are provided within the Appendix - Station Area Profiles.

Strengths

e Growth of Households Likely to Use Transit. Household growth, particularly of
household types most likely to use transit (e.g. young professionals, active adults/
empty nesters, students, and families with low to moderate incomes) is
anticipated to fuel demand for residential expansion. For example, expansion of
the student population attending the Auraria Higher Education Center is likely to
support residential expansion within the Auraria West station area.

e Presence of Amenities/Quality of Life Features. Existing and planned recreational
facilities, parks, open space systems, bike/ pedestrian paths, and scenic views
improve the quality of life and station area residential market appeal. For
example, the Lakewood Gulch Park and regional trail/park system located in the
Sheridan station area is an amenity that should be highlighted in efforts to attract
new residents.

o Proximity to Employment Centers. Access to employment clusters, such as
Downtown and Tech Center, improves attractiveness for prospective residents.
Stations located along the Central, Southeast, and Northwest corridors benefit
from their proximity to major employment hubs.

e Access fo Cultural and Entertainment Offerings. Proximity to cultural and
entertainment related activities can boost residential appeal. The existing arts
cluster located within the 10" & Osage station area is an example of a cultural
amenity that could attract new residents; this station is also proximate to the
many cultural and entertainment amenities located downtown.

e Presence of Neighborhood Serving Retail. Areas featuring neighborhood serving
retail (e.g. groceries, pharmacy items, dry cleaning, and restaurants) have a
competitive advantage in attracting new residents. The Southmoor station area
offers a grocer and restaurants, increasing its appeal to residents.

o Relative Affordability. All else being equal, residents are likely to be attracted to
areas offering relatively affordable dwelling units. Median home values within the
40™ & 40™ station area are relatively lower than those in other station areas,
offering a comparative advantage for this station.
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Challenges/Constraints

Incompatible Surrounding Uses. The presence of heavy industrial and other
noxious uses (e.g. those that produce excessive noise, odors, or traffic) may
hamper residential development activity. The Purina factory at 40" & 40" is an
example of an incompatible use for residential development.

Perception of Crime/Danger. Station areas with reputations for crime (whether
based in reality or perception) face challenging prospects for residential
expansion. The Decatur station, as an example, has a reputation for gang activity
within the Sun Valley community.

Pedestrian Barriers between Residences and Amenities. Lack of pedestrian
connectivity can diminish the appeal provided by amenities such as retail and
cultural/entertainment venues. For example, the Colorado station area is bisected
by 1-25, which restricts pedestrian access between the western portion of the
station area and the movie theater located in the eastern section.

Lack of Land Cagpacity. Lack of available land for redevelopment constrains
residential development; the 40" & 40™ and Sheridan station areas in particular
features a lower land capacity for new dwelling units than other station areas.

Environmental Constraints. Stormwater and other environmental constraints can
restrict the level of residential development activity that may occur by limiting the
amount of land available for redevelopment. As an example, redevelopment of
land at the 40™ & 40™ station area will require significant amount of land devoted
to stormwater management.

Opportunities

Creation of age oriented residential communities. Age oriented residential
development offers an opportunity to build from existing concentrations of groups
likely to live near transit. Many empty nesters and older households prefer aging
in place to remain near family and friends. For this reason, station areas with a
relatively high proportion of older households, such as Southmoor and Colorado,
could be developed with age oriented residential units (e.g. active adult or senior
housing). At the other end of the age spectrum, young professionals and students
also enjoy the convenience of transit and access to major employment nodes.
Auraria West and 38" & Inca, given the existing presence of housing oriented to
students in these station areas, offer potential for further development of housing
catering to these young households.

Creation of mixed-income, family oriented residential communities. Since families
with low to moderate incomes are likely to prefer living near transit, mixed-income
development offers an opportunity to attract this group. The 10" & Osage and
Decatur station areas in particular are strong candidates for mixed income
residential development.

Task 3

65



TOD Opportunities & Constraints

Task 3

Retall Market

7.1 Overview

The introduction of transit in the Denver region is likely to enhance opportunities for retail
development by 1) accelerating residential and office development around transit
stations, thereby supporting retail expansion; and 2) increasing access to regional retail
customers and employees. Key near-term trends favoring transit-oriented retail
development in the Denver market include:

e Household and employment growth projected for region, which will fuel demand
for retail goods and services;

o Positive recent absorption in the Denver regional retail market (signaling
demand is sufficient to absorb new supply);

« Growing market preference for smaller retail spaces (e.g. less than 50,000
square feet); and

« Shifting developer interest from potentially oversaturated suburban retail markets
to transit-oriented, mixed-use, and infill developments.

These positive recent trends suggest there are near-term opportunities for retail
development around transit stations. Long term household and employment growth will
also provide longer term opportunities for retail development.

The form of this retail development will also be informed by station area typology and
community goals, with traditional Main Street retail corridors appropriate for some areas,
and larger urban shopping destinations more relevant for other stations. This section
provides an overview of the real estate market trends influencing potential for retail
development in station areas.

7.2 Market Area Definition

The 10 stations are situated within the broader Denver regional retail market, which
contains 16 local markets and 31 submarkets. These stations are located within five retail
markets and six associated submarkets, as illustrated in Exhibit 7-1.

Exhibit 7-1: Retail Markets, Submarkets,
and Station Areas (2007)

Office Market Office Submarket Station
Midtown South Midtown 10™ & Osage
Platte River Decatur
Auraria West
Sheridan
Alameda
40™ & 40"
Southeast East Hampden Southmoor
Colorado Colorado Blvd/I-25 Colorado
Blvd/Glendale
Southwest Southwest Evans
Northwest Northwest 38™ & Inca

Source: CoStar Group

7.0
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The retail regional market, local markets, and submarkets are equivalent to those defined
for the office market. For reference, Section 3: Office Market provides an overview map of
the office submarkets, which are the same as the retail submarkets.

7.3 Trade Area Growth

With most shopping centers deriving between 70-80 percent of sales from trade area
residents, household growth in retail trade areas (e.g. the areas from which the majority
of customers derive) is likely to fuel retail expansion.”® Maps and description of
boundaries for each station’s retail trade area are provided in the development
opportunities analysis located in the Appendix. Analysis of future trade area households,
household spending potential, and current retail “outflow” or “leakage” (dollars spent
outside the station area) suggests the Evans station area offers relatively strong
opportunities for expansion. Compared to other station areas, the Evans station area
features a relatively high number of total future trade area households (existing and new),
and high future household spending potential. Retail outflow is also relatively high in this
station area, suggesting there are opportunities to capture retail dollars currently being
spent elsewhere.

Existing trade area households are also anticipated to provide support for retail
expansion if a higher proportion of expenditures are made at station area retail shops.
Exhibit 7-2 depicts existing and future trade area households by station area. The Evans,
Colorado, and Sheridan station areas feature the highest number of total future
households (existing and new). Auraria West features the lowest number of total future
households, with less than 2,000 existing and future households projected in the retail
trade area.

Exhibit 7-2: Trade Area Future Households
By Station Area (2030)

38th & Inca

Evans

Southmoor

Colorado

Alameda

Sheridan

40th & 40th

Auraria West

Decatur

10th & Osage

0 2,000 4,000 6,000 8,000 10,000 12,000 14,000 16,000 18,000 20,000

m E xisting Hous eholds = New Households

'® Urban Land Institute

67

Source: ESRI Business Information Systems, DRCOG, BBP Associates, 2007



TOD Opportunities & Constraints Task 3
_________________________________________________________________________________________________________________________________|

Prospects for retail expansion hinge on retail demand potential (e.g. expenditures)
provided by trade area households. The Evans, Colorado, and Alameda station areas
feature the highest retail spending potential of future residents. Exhibit 7-3 summarizes
projected future retail demand potential (2030) based on existing average station area
household expenditures.

Exhibit 7-3: Trade Area Future Retail Demand Potential (Expenditures)
By Station Area (2030)

38th & Inca $151,445,186

Evans $347,632,445

Southmoor $219,012,575
Colorado $359,255,945
Alameda $266,449,052
$207,357,546

$164,914,039

Sheridan
40th & 40th
Auraria West 51,021,833
$116,071,695

$73,346,261

SO $200,000,000 $400,000,000

Decatur

10th & Osage

Source: BBP Associates, 2007

Retail outflow/leakage provides a measure of the amount of trade area household
spending that occurs outside of station areas. As illustrated in Exhibit 7-4, all station
areas exhibited retail leakage in 2006. Evans exhibited a relatively high level of retail
outflow (approximately $251 million in trade area expenditures made outside the study
area). Such leakage represents an opportunity for retail expansion to capture a higher
proportion of trade area expenditures currently being made elsewhere.

Exhibit 7-4: Retail Outflow By Station Area (2006)

38 & Inca 585,433,903
Evans $250,812,228
Southmoor $126,782,132
Alameda $147,129,750
Colorado $102,955,064
Sheridan $139,801,559
40th & 40th $67,417,397

Auraria West $6,559,800
562,606,269

537,974,039

Decatur

10th & Osage

$0 $100,000,000 $200,000,000 $300,000,000

W Retail Outflow

Source: BBP Associates, 2007
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7.4 Existing Conditions
Overview

Over 90 percent of the 114 million square feet of retail space within the Denver region is
dispersed among ten large retail market areas: Aurora, Colorado Blvd/Glendale, Fort
Collins/Loveland, North, Northeast, Northwest, Southeast, Southwest, Weld County and
West.

These retail markets are all located in suburban areas, where large land parcels have
permitted large format retail development, contributing to the relatively high levels of retail
square feet in these markets. Smaller retail clusters are located within the Central Business
District and surrounding areas, where retail businesses are primarily located in small
storefronts. Exhibit 7-5 offers a “snapshot” of current retail market conditions within the ten
largest retail markets and the region.

Exhibit 7-5: Retail Market Snapshot (2007)
Largest Area Markets 1/

Market # Bldgs Existing Vacancy (%) Development Activity
Inventory Under Construction (SF)
Total RBA (SF)
Aurora 343 15,673,490 7% 140,877
Colorado 268 5,761,789 7% -
Blvd/Glendale
Fort Collins/ 332 9,222,537 9% 86,381
Loveland
North 236 8,767,836 16% 1,333,463
Northeast 199 7,714,583 4% 1,084,485
Northwest 346 12,848,180 9% 236,327
Southeast 312 13,208,667 7% 673,000
Southwest 395 15,629,582 8% 784,089
Weld County 280 5,921,657 7% 83,115
West 354 10,535,586 7% 87,000
TOTAL 3,065 105,283,907 4,508,737
Denver Region 3,320 113,841,905 8% 5,883,726

1/ Co-Star 1Q2007, Denver Retail Market report

The Aurora and Southwest market areas are the top retail areas in terms of retail square
feet; each currently offer over 15 million square feet of retail space. Both of these markets
are expanding, with 140,000 and 670,000 square feet respectively under construction, yet
the highest levels of development activity were underway in the North and Northeast market
areas. Developers are constructing 1.3 and 1 million square feet of retail space,
respectively, in the North and Northeast markets.

The Denver regional vacancy rate for retail space was 8 percent as of first quarter 2007.
Most of the large retail market areas exhibited vacancy rates near this average, in the range
of 7 to 9 percent. The North market, however, exhibited a relatively high 16 percent vacancy
rate, suggesting the supply of space in that market exceeds demand. The Northeast market
exhibited a relatively low 4 percent vacancy rate, signaling strong demand in this market
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area for space. Exhibit 7-6 depicts the largest retail markets in the Denver region by

existing square feet and vacancy rates.

Exhibit 7-6: Denver Regional Retail Market
Largest Markets
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Source: CoStar 1Q2007, BBP Associates, 2007

Submarket Overview

Current retail submarket conditions provide an indication of size of the market (square feet),
demand for space (absorption and vacancy rates), and development activity (square feet
under construction). Comparison of selected station areas to the larger submarkets of
which they are a part provides insight regarding current relative share of the market (in
terms of square feet of space) and demand for existing space. Exhibit 7-7 provides a

snapshot of retail conditions within station area retail submarkets.
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Exhibit 7-7: Station Area Retail Submarket (2007)

Existing Inventory 1/
Station Station(s) # bldgs Total RBA Vacancy Under
Submarkets (SF) (%) Construction
(SF)

Colorado Blvd/l- | Colorado 139 2,405,833 8% 86,381
25
Glendale Colorado 74 1,542,294 8% 0
East Hampden Southmoor 77 1,685,510 9% 0
Northwest 38 & Inca 346 12,848,180 9% 236,327
Platte River 40th & 40th 48 1,633,353 3% 5,554
South Midtown 10th & Osage 69 824,540 20% 0

Decatur

Auraria West

Sheridan

Alameda
Southwest Evans 395 15,629,582 8% 784,089
TOTAL 1,148 36,569,292 1,112,351

1/ Co-Star 1Q2007, Denver Retail Market report

The Northwest and Southwest station area retail submarkets supply the highest level of
retail square feet, with an existing inventory of 13 and 16 million square feet, respectively.
These submarkets are equivalent to the Northwest and Southwest retail markets, which are
the two largest markets in the region after Aurora in terms of square feet. Both areas
contain large land areas relative to other station area submarkets, and feature large format
retail stores. In contrast, many of the other station area submarkets feature small-scale,
traditional retail storefronts along older retail corridors.

Supplying 37 and 31 percent of retail space, respectively, within the Colorado Blvd/I-25
retail submarket, the Colorado and Alameda station areas feature the most retail space of
selected station areas. The Auraria West and 40" & 40" station areas also exhibit relatively
high shares of retail space (26 and 25 percent) compared to the associated South Midtown
and Platte River retail submarkets. With approximately 1 percent of the retail space in the
Southwest and Northwest retail submarkets, the Evans and 38" & Inca station areas
feature relatively low levels of retail space.

Development activity was highest in the Southwest and Northwest retail submarkets,
suggesting developers perceive expansion opportunities within these already large retail
markets. Approximately 800,000 square feet of retail space was under construction in the
Southwest submarket as of first quarter 2007, and 200,000 square feet in the Northwest
submarket. New space was also under construction in the Colorado Blvd/I-25 submarket,
with nearly 90,000 square feet underway. No new retail space was under construction in the
other station area submarkets.
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Exhibit 7-8: Denver Retail Submarket Overview (2007)
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Vacancy rates in most submarkets, ranging from 8 to 9 percent, were equal to or slightly
higher than the regional average of 8 percent. Exceptions include South Midtown, which
featured a vacancy rate of 20 percent that was over two times higher than the regional
average. With no new space under construction in this submarket, vacancy rates may fall
as tenants occupy existing space. The Platte River vacancy rate was 3 percent, more than
two times lower than the regional average.

7.5 Station Area Comparison

Side-by-side comparison of selected station areas offers insight regarding relative size of
the station area retail market (inventory in square feet), current demand for space
(occupancy), and affordability (lease rates). Alameda features the most space, with an
inventory of 890,000 square feet of retail space, followed by Colorado with 750,000
square feet. Vacancy rates are lowest at Decatur, Auraria West, 40™ & 40", Southmoor,
and Evans, indicating relatively strong demand for existing space. Retail space at Colorado
featured the highest lease rates in 2006, at $32 per square foot.
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The relatively high levels of retail space within the Alameda and Colorado station areas
are primarily located within large format retail centers. These station areas individually
supply more than three times the space located at Auraria West, the third ranked station
area in terms of retail space. The remaining station areas each offer less than 200,000
square feet of retail space. Decatur offers a relatively low level of retail space, with an
existing inventory of just over 40,000 square feet.

Retail vacancy rates were highest within the station areas at Evans (14 percent) and
Sheridan (11 percent). Both of these station areas featured vacancy rates higher than the
Denver regional average of 8 percent. The other eight stations all exhibited vacancy rates
lower than the regional average, indicating demand is relatively strong for existing space
in these station areas.

Retail space featured relatively high lease rates within the Colorado station area, at $32
per square foot on a triple net basis. Lease rates at the 38" & Inca, Evans, Southmoor,
and Alameda station areas, which ranged from $14 to $18 per square foot, were more
comparable to the regional average of $15 per square foot. The Sheridan, 40™ & 40™, and
10™ & Osage station areas exhibited relatively low retail lease rates, ranging from $6 to
$8 per square foot. Comparison of lease rates is provided in Exhibit 7-10.
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Exhibit 7-10: Direct Average Retail Lease Rates
Full Service Basis

38th &Inca

Evans

Southmoor

Colorado

Alameda

Sheridan

40th & 40th

Auraria West

Decatur

10th & Osage

$0 $5 $10 $15 $20 $25 $30 $35
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7.6 Station Area Retail Market Development Potential

In examining the current retail market in the Denver region and the impact of FasTracks
on future retail development activity, The Project Team has estimated the influence of
transit on future retail development within the 10 selected Denver station areas under the
following three scenarios:

(1) Modest development potential
(2) Moderate development potential
(3) Large-scale master plan (re)development

This scenario development analysis for future retail expansion within the 10 selected
station areas is based on the following primary factors:

e Historical and projected household growth within the station area, retail trade
area, corridor and region

e Impact of transit to capture “enhanced share” of local existing and future
household retail expenditures

e Recent, projected and expected retail development plans within station area
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e Existing retail inventory, market trends and existing conditions

e Vacant/underutilized property which could represent development opportunity
sites for retail / mixed use

e Existing and future retail clusters and corridors in the region

Modest Infill

In examining potential for retail development under a modest scenario, we have assumed
station area capture rates of trade area household retail spending will increase
conservatively. Capture rates are a measure of retail sales in a selected area to retail
spending potential of trade area households. Retailers within the selected transit stations
currently capture a portion of the retail spending made by retail trade area residents,
which ranges from 10 percent within the Sheridan station area to 78 percent within the
10" & Osage station area.

To determine the enhanced capture rate, or ability of station area retailers to capture
additional retail spending from existing and future retail trade area residents (and
students at Auraria West), we have made the following assumptions:

e Trade area households will grow at rates projected by DRCOG through 2030,
and future expenditures per household will at least equal current expenditures
per household

e The student population at the Auraria Higher Education Center will double by
2030, in accordance with campus master plans

e Future expenditures per student in the Auraria West station area will at least
equal current expenditures per student (estimated by comparing retail sales at
the Tivoli Student Union to the current campus population)

e Station area capture rates were assumed to increase at a conservative rate, with
an incremental increase of 4 to 8 percentage points depending on station area
characteristics

e Station area capture rates were assumed to increase modestly by station area
(e.g. from 15 percent to 85 percent depending on station area characteristics,
including inventory, market position, vacancy, etc.)

As Exhibit 7-11 depicts, the 10" & Osage, Auraria West, and Colorado station areas
currently capture the highest proportion of trade area household retail spending. Capture
rates are relatively low in the Sheridan, Evans, and 40" & 40" station areas.
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Exhibit 7-11: Retail Outflow & Capture Rate Analysis

Summary
Demand
Saon | VMpReE! | polental . Rewwlouttow o SN
Trade Area)
10th & Osage $40,416,994 $51,695,277 $37,974,039 78%
Decatur $23,631,714 $73,329,031 $62,606,269 32%
Auraria West $1,686,048 $2,274,622 $6,559,800 74%
40th & 40th $17,824,073 $85,241,470 $67,417,397 21%
Sheridan $16,054,212 $155,855,771 $139,801,559 10%
Colorado $139,227,347 $242,182,411 $102,955,064 57%
Alameda $95,381,580 $242,511,330 $147,129,750 39%
Southmoor $37,230,396 $164,012,528 $126,782,132 23%
Evans $45,995,017 $296,807,245 $250,812,228 15%
38th & Inca $37,796,510 $123,230,413 $85,433,903 31%

Source: ESRI Business Information Systems, BBP Associates, 2007

Net new retail square feet for each station area was found by dividing net new retail sales
(as determined through the enhanced capture rate analysis) by average sales per square
foot.

Enhanced capture of trade area household and student expenditures will support the
addition of new retail space. This enhanced capture would support the most new retail
space at Alameda, where nearly 130,000 square feet could be added, followed by
Colorado, which could add nearly 100,000 square feet to its inventory by 2030. Exhibit 7-
12 depicts potential new retail square feet from enhanced sales capture by station area.

Exhibit 7-12: Potential New Retail Square Footage
From Enhanced Sales Capture
Modest Future Capture Rate

Current Potential Capture Net New
Station Annual Future Modest Rate Annual Sales Current Supportable
Capture Annual Incremental (Incremental Sales/ SF SF
Rate Capture Rate Increase Increase)
10th & Osage 78% 85% 7% $3,523,991.45 $318 11,094
Decatur 32% 40% 8% $5,699,898.40 $228 25,000
Auraria West 74% 80% 6% $133,650.00 $136 981
40th & 40th 21% 25% 4% $3,486,294.50 $228 15,289
Sheridan 10% 15% 5% $7,324,153.65 $151 48,536
Colorado 57% 65% 8% $18,191,220.15 $185 98,351
Alameda 39% 45% 6% $13,748,518.50 $107 128,399
Southmoor 23% 30% 7% $11,973,362.40 $245 48,946
Evans 15% 22% 7% $19,302,576.90 $386 50,057
38" & Inca 31% 39% 8% $10,263,351.07 $406 25,269

Source: BBP Associates, 2007

Trade area household growth, by bringing new demand for retail goods and services, will
support retail development within station areas. Growth of the student population at
Auraria West will also support retail expansion within this station area. Household growth
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will support the largest level of retail square feet at Colorado, where over 400,000 square
feet could be added in response to new retail demand. The Auraria West station area
could add nearly 300,000 square feet of retail space, and the Alameda station area could
add over 100,000 square feet. Exhibit 7-13 summarizes potential new retail square
footage from trade area household growth by station area.

Task 3

Exhibit 7-13: Potential New Retail Square Footage

From Retail Trade Area Household Growth (Including Walkshed Household Growth)

Potential
Station Net Growth  Expenditures Totgl Future Net New Estimated Supportable
(2006-2030) / Household Expenditures Capture Sales Sales/ SF SF
Rate
10th & Osage 1,651 $13,111 $21,650,984 85% $18,403,336 $318 57,934
Decatur 3,264 $13,094 $42,742,664 40% $17,097,066 $228 74,987
Auraria West 1,222 $39,906 $48,747,211 80% $38,997,769 $136 286,392
40th & 40th 6,132 $12,992 $79,672,569 25% $19,918,142 $228 87,350
Sheridan 3,648 $14,119 $51,501,775 15% $7,725,266 $151 51,194
Colorado 5,872 $19,939 $117,073,534 65% $76,097,797 $185 411,424
Alameda 1,201 $19,925 $23,937,722 45% $10,771,975 $107 100,601
Southmoor 2,509 $21,921 $55,000,047 30% $16,500,014 $245 67,451
Evans 2,829 $17,963 $50,825,200 22% $11,181,544 $228 49,042
38" & Inca 1,856 $15,204 $28,214,773 39% $11,003,761 $228 48,262

Source: BBP Associates, 2007

Total net new retail square feet was estimated by adding new square feet supported by
enhanced capture of existing expenditures to new square feet supported by household
growth. Exhibit 7-14 summarizes total potential new retail square footage by station area.

Exhibit 7-14: Total Potential New Retail Square Footage
From Modest Enhanced Capture Rate (Residents and Students) and
Household Growth

New SF - Modest

. Enhanced Capture New SF -
Station . Household Supportable SF
Resident / Student
Expenditures Growth
10th & Osage 11,094 57,934 69,028
Decatur 25,000 74,987 99,987
Auraria West 1/ 2/ 38,622 286,392 325,015
40th & 40th 15,289 87,350 102,640
Sheridan 48,536 51,194 99,729
Colorado 98,351 411,424 509,775
Alameda 128,399 100,601 229,000
Southmoor 48,946 67,451 116,397
Evans 50,057 49,042 99,099
38th & Inca 25,269 48,262 73,531

Source: BBP Associates

1/ Excludes Tivoli Student Union

2/ Includes enhanced capture rate of existing student expenditures and future student expenditures

(Resident New SF — 981 + Student Expenditures SF — 37,641)
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In total, the Colorado station area could add the most new retail square feet, with over
500,000 square feet of retail space supported by enhanced sales capture and household
growth. Auraria West and Alameda could also add relatively high levels of new retail
space compared to other station areas. Exhibit 7-15 depicts supportable new retail
square feet by station area.

Exhibit 7-15: Total Supportable SF from Modest Future Increase
(2006-2030)
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Moderate Infill

Station area capture rates of trade area household retail spending are assumed to
increase more aggressively under the moderate scenario. To determine the enhanced
capture rate, or ability of station area retailers to capture additional retail spending from
existing and future retail trade area residents (and students at Auraria West), we have
made the following assumptions:

e Trade area households will grow at rates projected by DRCOG through 2030,
and future expenditures per household will at least equal current expenditures
per household

e The student population at the Auraria Higher Education Center will double by
2030, in accordance with campus master plans

e Future expenditures per student in the Auraria West station area will at least
equal current expenditures per student (estimated by comparing retail sales at
the Tivoli Student Union to the current campus population)

e Station area capture rates were assumed to increase at a more aggressive rate
than under the modest scenario, with an incremental increase of 10 to 14
percentage points depending on station area characteristics
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e Station area capture rates were assumed to increase moderately by station area
(e.g. from 35 percent to 90 percent depending on station area characteristics,
including inventory, market position, vacancy, etc.)

The enhanced sales capture of existing expenditures would support the most new space
at Alameda, Colorado, and Evans, which could add, respectively, 240,000, 160,000, and
120,000 square feet of new retail space by 2030. Exhibit 7-16 depicts potential new retail

square feet from enhanced sales capture by station area under the moderate scenario.

Exhibit 7-16: Potential New Retail Square Footage
From Enhanced Sales Capture
Moderate Future Capture Rate

Current Pgtentlal Capture Net New
uture Current
Station Annual Moderate Rate Annual Sales Sales/ Supportable
Capture A Incremental (Incremental SF
nnual SF
Rate Increase Increase)
Capture Rate
10th & Osage 78% 90% 12% $6,108,755 $318 19,231
Decatur 32% 45% 13% $9,366,349 $228 41,080
Auraria West 74% 85% 11% $247,381 $136 1,817
40th & 40th 21% 35% 14% $12,010,441 $228 52,671
Sheridan 10% 20% 10% $15,116,942 $151 100,177
Colorado 57% 70% 13% $30,300,340 $185 163,819
Alameda 39% 50% 11% $25,874,085 $107 241,641
Southmoor 23% 35% 12% $20,173,988 $245 82,470
Evans 15% 25% 10% $28,206,794 $228 123,714
38th & Inca 31% 43% 12% $15,192,567 $228 66,634

Source: BBP Associates, 2007

Trade area household growth will also support retail expansion; the same levels of new
retail space could be added under the moderate scenario based on this growth as
estimated under the modest scenario. Total net new retail square feet was estimated by
adding new square feet supported by enhanced capture of existing expenditures to new
square feet supported by household growth. Exhibit 7-17 summarizes total potential new
retail square footage by station area.
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Exhibit 7-17: Total Potential New Retail Square Footage
From Moderate Enhanced Capture Rate (Residents and Students) and
Household Growth

New SF - Modest
. Enhanced Capture New SF - Supportable
Station . Household
Resident / Student SF
. Growth
Expenditures
10th & Osage 19,231 57,934 77,165
Decatur 41,080 74,987 116,068
Auraria West 1/ 2/ 95,920 286,392 382,312
40th & 40th 52,671 87,350 140,022
Sheridan 100,177 51,194 151,371
Colorado 163,819 411,424 575,243
Alameda 241,641 100,601 342,242
Southmoor 82,470 67,451 149,921
Evans 123,714 49,042 172,756
38th & Inca 66,634 48,262 114,896

Source: BBP Associates

1/ Excludes Tivoli Student Union
2/ Includes enhanced capture rate of existing student expenditures and future student expenditures
(Resident New SF — 1,817 + Student Expenditures SF — 94,103)

In total, the Colorado station area could add the most new retail square feet, with nearly
600,000 square feet of retail space supported by enhanced sales capture and household
growth. Auraria West and Alameda could also add relatively high levels of new retail
space compared to other station areas. Exhibit 7-18 depicts supportable new retail
square feet by station area.

Exhibit 7-18: Total Supportable SF from Moderate Future Increase
(2006-2030)
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Large Scale Capacity Redevelopment

The large-scale/development capacity assessment is an analysis of the
underutilized/vacant parcel assemblage opportunities for each of the 10 selected station
areas with the application of TOD oriented zoning (e.g. CMU-10, TMU-30) and
distribution of uses (e.g. residential, office, retail) in accordance with stakeholder focus
group preferences, existing conditions, competitive position and market potential.

In undertaking this analysis, the following assumptions were utilized:

e Underutilized/vacant parcels were selected when the following criteria was met:
0 Improvement value lower than land value
o0 Greater than 10,000 square feet
o0 Current zoning higher than R-2

e Underutilized/vacant parcels were identified based on review of properties
identified by the City and County of Denver Community Development & Planning
Department. Those parcels that could be assembled with other parcels (based on
contiguity of other underutilized parcels that together comprise land area greater
than 0.5 acres) were included in the list of underutilized assemblage
opportunities

e A range of floor area ratios (FAR) from 5:1 to 1:1 (in accordance with TMU-30,
CMU-10, RMU-20, MS-1, and MS-2 zoning) were applied to the underutilized
assemblage opportunities based on proximity to station (creation of a density
cone around the station). In general, an FAR of 2:1 was applied to those
assemblage opportunities closest to the station, and an FAR of 1:1 was applied
to those closer to the edge of the %2 mile walkshed.

e The distribution of uses (residential, office, retail, open space/right of way) was
based on existing site conditions, station area typology, discussions with City and
County of Denver staff and existing market conditions.

Exhibit 7-19: Assumed Distribution of Uses
Redevelopment of Underutilized/Vacant Parcels

Station % Residential % Office % Retail % Open Space, Right
of Way
10th & Osage 70% 5% 10% 15%
Decatur 70% 5% 10% 15%
Auraria West 45% 35% 10% 10%
40th & 40th 50% 10% 15% 25%
Sheridan 65% 10% 15% 10%
Colorado 60% 15% 10% 15%
Alameda 60% 15% 10% 15%
Southmoor 75% 5% 10% 10%
Evans 65% 10% 15% 10%
38" & Inca 70% 10% 5% 10%

Source: BBP Associates, 2007
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The most retail development under the large scale capacity development scenario could
occur within the Alameda station area, where underutilized and vacant parcels could hold
nearly 1 million square feet of retail space. Exhibit 7-20 illustrates potential retail square
feet based on large scale capacity development.

Exhibit 7-20: Supportable Retail SF
Large Scale Capacity Development
(2006-2030)
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Summary

In summary, three retail development scenarios were estimated for each station area:
modest, moderate, and capacity. While the latter scenario was developed without regard
to market demand factors, the former two scenarios were developed without
consideration of land capacity constraints.

Comparison of these three scenarios suggests that for some station areas, land capacity
far exceeds market potential. Alameda and Decatur both exhibit relatively high capacity
for retail development that exceeds potential development under the aggressive, market-
based moderate scenario. Exhibit 7-21 summarizes modest, moderate, and large
scale/capacity redevelopment estimates by station area.

Exhibit 7-21: Retail Inventory by Station Area
Modest Future, Moderate Future, and Large-Scale/ Capacity Redevelopment
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Source: BBP Associates, 2007
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7.7 Conclusions

Trends at the regional, local, and station market areas surrounding each of the 10
selected station areas indicate market-based opportunities for retail development will
exist around these stations over the long term.

Under the modest retail development scenario, the ten selected stations would add a
combined 1.7 million square feet of retail space to an existing 2.4 million square feet
(increasing the total inventory to over 1.5 times its current level). If developed under the
moderate scenario, these station areas would add 2.2 million square feet of retail space
(nearly doubling the total inventory of retail space).

Trends in the selected station areas, local market areas, and the region indicate there will
be continued demand for retail development through 2030.

These trends include:'®

o Household growth projected for the station areas and region. Trade area
household growth is expected to drive retail expansion by introducing new retail
expenditure potential.

« Positive recent retail absorption trends - over four consecutive quarters, the
Denver regional market withessed positive retail space absorption, albeit at a
declining rate (e.g. absorption dropped from a positive 1 million square feet in
second quarter 2006 to less than 250,000 as of first quarter 2007.%°

«  Shifting developer focus from suburban retail nodes to transit-oriented, mixed-
use and infill locations - according to CB Richard Ellis, Denver developers,
having recently completed major suburban retail projects, are growing
increasingly interested in station area retail development opportunities.21

o Interest in urban and under-served smaller markets - At the national level, most
suburban markets have reached a level of saturation that has led national brand
retailers to change their focus to urban and under-served markets.

Grocers and big box retailers have developed smaller-format versions (e.g.
10,000 to 15,000 square feet for a grocer) of their traditional suburban stores
(e.g. 50,000 square feet for a grocer) in an attempt to fit into these new markets.
Some of these store formats include multiple levels, parking either below or
above the store, and people movers with carts to transport shoppers.*

o Market interest should follow residential growth - Retail generally follows
rooftops; thus, those corridors projected to develop as residential nodes (e.g.
West, 1-225, Northwest, East, and North Metro corridors) will likely witness

' Unless otherwise noted, trend data reported by CoStar Group, Inc. in the 2006 Denver Retail Market report.
2‘1’ According to CB Richard Ellis, Denver Retail MarketView, 1Q 2007.

Ibid.
2 CoStar Group, “For Retailers, Best Things That Come in Small Packages Include Stores,” May 16 2007.
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neighborhood-oriented retail growth. However, this growth may be constrained in
certain areas that already have a significant level of retail development
(particularly the Northwest corridor). The Southwest corridor is also viewed as a
location for large format (e.g. big box) retail development.

To promote strong occupancy rates within station area retail developments, relative
station area competitive advantages (strengths) should be stressed and challenges/
constrains addressed. Detailed descriptions of each area’s strengths, challenges, and
opportunities (for all types of development) are provided within the Appendix - Station
Area Profiles.

Strengths

o Trade Area Household Growth. Growth of households in the trade around
surrounding stations will support retail expansion. The presence of particular
household groups - such as active adults or students - offers potential for niche
retail to cater to specific retail preferences. For instance, the presence of a
relatively large population of active adults and older households in the Southmoor
station area provides opportunities for retail offering health, fithess, and personal
care services desired by this group.

o Access and visibility. Retailers generally prefer sites with strong transportation
access and visibility to customers, such as sites located along heavily traveled
corridors. Situated along Broadway, I-25 and SH 85 (Santa Fe), the Alameda
station area offers relatively high visibility and access for retailers.

e Connectivity to Residential Areas. Sites that offer access to residential
developments - either through pedestrian or road networks - exhibit a competitive
advantage in attracting new retail tenants.

o Presence of Regional Attractions. Areas that feature highly visited cultural or
entertainment venues offer potential for retail development. The Auraria West
station area features major sporting event complexes that attract large crowds,
and thus offers an opportunity for retail expansion oriented to these event
patrons.

e Existing Retail Clusters. Retail tenants providing shopper’s goods (e.g. furniture,
household furnishings, clothing, etc.) benefit from co-location within retail clusters
that allow customers to comparison shop. Generally speaking, more retailers
attract more customers, which prompts further retail agglomeration/ clustering.
Station areas with existing retail clusters, such as the design cluster located
within the Alameda station area, offer potential for retail expansion of retailers
offering similar goods.

Challenges/ Constraints

e Poor visibility/access. Barriers that restrict visibility and access to potential retail
development sites restrict retail expansion opportunities. For example, retail
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opportunities around the immediate 38™ & Inca station and Evan station areas
are constrained by the lack of access this station currently affords.

e Lack of an established retail market. Many retailers are reluctant to open shop in
areas that lack other retail businesses and the established customer “foot traffic”
those businesses have established. The 40" & 40™ station area, which is
currently primarily industrial, is constrained by its lack of an established retail
cluster.

e Perception of crime. Some retailers avoid areas with reputations for crime
(whether rooted in reality or based on perception) in that these areas are
perceived as more risky markets to enter. Potential for retail expansion at the
Decatur station area is hampered by its current reputation for crime.

o Land capacily. Lack of land for redevelopment is a key factor influencing retail
potential. The size of available sites for redevelopment also impacts retail
potential, in that smaller sites will not allow large clusters of retail development.
The 40™ & 40" and Sheridan station areas in particular features relatively less
land available for redevelopment.

o Timing of station openings. Many of the Denver station areas (e.g. those along
the Gold Line, East, and West corridors) will not open until around 2015. This
timing could delay office development until the transit stations open, and presents
a challenge in ensuring land will be available for transit oriented development in
2015.

e Land speculation at future station areas. Some property owners in Denver have
bought land around stations before transit’s introduction, though at prices in
excess of market demand, thereby prematurely driving up land values.

Opportunities

e Creation of major retail destinations. Major retail opportunities are envisioned for
the Alameda and 40" & 40" station areas. The Alameda station area features an
existing base of retail tenants and established customer traffic that will support
retail expansion. Though the 40™ & 40" station area is currently constrained by a
lack of an established retail identity, this area also essentially offers a blank slate
for development of a major retail shopping destination, which can introduce
multiple retail tenants simultaneously (thereby creating a new cluster).

o  Provision of neighborhood oriented retail. Station areas featuring strong potential
for residential development offer opportunities for introduction of neighborhood
serving retail to cater to residents. Several station areas, including 10" & Osage,
Decatur, Sheridan, Southmoor, 38" & Inca, and Evans are envisioned to offer
opportunities for neighborhood retail.
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e Introduction of niche retail. The presence of clusters of specific household
groups, such as active adults at Southmoor, offer opportunities for niche retail
oriented to these age groups. Retail and service businesses offering health,
fitness, and personal care services are strong matches for this station area. The
Auraria West station offers potential for retail oriented to students, including
coffee shops, book stores, music stores, and convenient eateries.
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Station Area Demand Allocation and
Land Capacity

8.1 Overview

In addition to assessing TOD opportunities and constraints, the project team conducted
an analysis of regional and system-wide demand for residential, office, and retail space
(Task 2). The estimation of regional demand involved projecting household and
employment growth while taking into consideration transit’s potential to induce regional
growth.  System-wide and corridor level demand was estimated by projecting
redistribution of future regional growth to station areas, including growth induced by
transit investment.

The project team has estimated potential allocation of corridor demand to the selected
station areas in a “top-down” assessment of TOD demand. This “top-down” assessment
has then been compared to the “bottom-up” assessment of station area redevelopment
potential based on underutilized land capacity (i.e. the large-scale master plan potential).

8.2 Allocation of Corridor Demand to Station Areas

To allocate corridor demand to individual station areas, the project team began by
determining an average allocation per station per corridor (e.g. total corridor demand
divided by number of stations. Exhibit 8-1 summarizes total corridor demand and
average allocation per station.

Exhibit 8-1: Total Corridor Demand &
Average Allocation Per Station

Average
Stations Station

Total Corridor Demand Per Average Allocation Allocation

Corridor By Use Corridor Per Station (#) (%)
DU Office SF Retail SF DU Office Retail

Central 31,483 9,395,425 6,884,766 20 1,574 469,771 344,238 5%
Southwest 13,409 1,508,780 918,863 7 1,916 215,540 131,266 14%
Southeast 42,559 6,532,090 5,125,309 16 2,660 408,256 320,332 6%
East 11,291 3,711,215 2,389,529 8 1,411 463,902 298,691 13%
West 15,154 1,760,500 1,054,786 11 1,378 160,045 95,890 9%
Gold Line 6,722 1,182,035 892,723 7 960 168,862 127,532 14%
Northwest 11,043 1,340,887 701,958 9 1,227 148,987 77,995 11%
North Metro 9,807 1,575,963 801,817 8 1,226 196,995 100,227 13%
1-225 11,129 7,918,597 2,426,926 7 1,590 1,131,228 346,704 14%

Source: BBPC, RTD

8.0
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The project team used the average allocation by station area as a starting point for
refining the allocation to selected individual station areas. The average was refined either
upwards or downwards for station areas based on existing land use conditions, its market
potential, economic and demographic trends, public policies, and potential development
opportunities. The refined allocation of corridor demand to selected station areas is
depicted in Exhibit 8-2.

Exhibit 8-2: Adjusted Corridor Demand Allocation
to Selected Station Areas
Adjusted Station Area Allocation

Corridor/Station Adjusted Station Area Allocation (%) of Corridor Demand
Central DU Office SF Retail SF DU Office SF Retail SF
10th & Osage 1,570 280,000 340,000 5.0% 3.0% 5.0%
Alameda 1,890 560,000 410,000 6.0% 6.0% 6.0%
Auraria West 2,050 750,000 340,000 6.5% 8.0% 5.0%
Southwest

Evans 1,880 210,000 130,000 14.0% 14.0% 14.0%
Southeast

Colorado 3,400 780,000 620,000 8.0% 12.0% 12.0%
Southmoor 2,550 390,000 310,000 6.0% 6.0% 6.0%
East

40th & 40th 2,260 740,000 530,000 20.0% 20.0% 22.0%
West

Decatur 1,820 180,000 130,000 12.0% 10.0% 12.0%
Sheridan 1,360 170,000 100,000 9.0% 9.5% 9.5%
Gold Line

38th & Inca 940 170,000 120,000 14.0% 14.0% 14.0%

Source: BBPC

The adjustments to corridor demand allocation were based not only on market conditions
and trends but also our understanding that these station areas will receive a higher level
of public policy support for transit oriented development than other station areas along the
corridors, heightening their potential for the addition of residential, office, and retail space.
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The project team made the following assumptions by corridor and station area:

e Central Corridor. the average corridor allocation by station is estimated as 5
percent for dwelling units, office square feet, and retail square feet (e.g. 100
percent of demand divided by 20 stations).

o 10" & Osage: market conditions at this station area are on par with other
stations along the corridor for residential and retail development, and
therefore the 5 percent allocation is appropriate for dwelling units and
retail square feet. We believe this station area is not as strong a
candidate for office development as other more commercially-oriented
station areas, and have estimated that 3 percent of corridor demand for
office space may be allocated to the 10" & Osage station area.

0 Alameda. property owners and developers have exhibited interest in the
long-term mixed use development of this station area. With proximity to
major development occurring at the Broadway station, we estimate this
station area may capture slightly higher than average demand for
residential, office and retail development. We have estimated that 6
percent of total corridor demand for residential, office, and retail space
may be allocated to the Alameda station area.

0 Auraria West with the student population at this station area expected to
double by 2030, this station area offers long-term potential for market
expansion of residential space oriented to students. Additionally, high
employment growth projected for this station area and the recent plans of
developers suggest this station area could become a magnet for office
development. We believe retail development will follow the residential
and office growth, and will be about average compared to other station
areas along this corridor. Based on these conditions and trends, we
have estimated that the Auraria West station area could capture 6.5
percent of total corridor demand for dwelling units, 8 percent of demand
for office space, and 5 percent of demand for retail space.

o  Southwest Corridor. the average station area allocation of total corridor demand
is estimated as 14 percent (e.g. 100 percent of demand divided by 7 stations).

0 Evans. of the Southwest Corridor station areas, market conditions are
average within the Evans station area; it has not attracted the level of
recent development interest exhibited at stations such as Englewood,
Littleton, and Mineral, but household and employment growth are
estimated to support growth in this station area. We estimate that this
station area could capture an average 14 percent share of the total
corridor demand for residential, office, and retail space.
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e Southeast Corridor. the average allocation of corridor demand by station area is
estimated as 6 percent (e.g. 100 percent of total demand divided by 16 stations).

o Colorado: with an established office and retail concentration proximate to
the station, and existing higher-density housing within the station area,
the Colorado station area offers potential for higher-than-average
residential, office, and retail development. We estimate this station area
may capture 8 percent of total corridor demand for dwelling units, and 12
percent of corridor demand for office and retail space.

0 Southmoor. market trends in the Southmoor station area are average
relative to other Southeast Corridor stations. With the recent
construction of the District at Southmoor Station, a mixed-use residential
and retail development, this station area has received a higher level of
real estate development interest than other station areas (e.g. the
walksheds surrounding Yale, Nine Mile, Lone Tree, and Ridgegate
Parkway, where no recent or pipeline development activity has been
recorded). However, the recent activity at Southmoor is lower than that
of other stations (e.g. Belleview, University, Arapahoe, etc). Given these
conditions, we have estimated that Southmoor could capture 6 percent of
corridor demand for residential, office, and retail space.

e FEast the average allocation of corridor demand by station area along this corridor
is estimated as 13 percent (e.g. 100 percent of total demand divided by 8
stations).

0 40" & 40" with a high level of underutilized land and strategic location
between Denver International Airport and Downtown, the 40" & 40"
station area offers strong potential for mixed use, transit supportive
development, and has been identified by the City and County as a future
major urban center. We believe this station area offers potential for retail
spaces that draw beyond surrounding neighborhoods to other parts of
the region (in contrast with many other stations, which we view as having
potential for retail catering primarily to neighborhood residents). We
have estimated that this station area could capture 20 percent of corridor
demand for dwelling units and office space, and 22 percent of corridor
demand for retail space.
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o West the average station area allocation of corridor demand is estimated as 9
percent (e.g. 100 percent of total demand divided by 11 stations).

(0]

Decatur. the Decatur station area exhibits potential for higher than
average mixed use development, particularly in light of the potential
station location along Federal Boulevard, near Invesco Field. If the
station is situated at this location, the half-mile walkshed encompasses
parking lots surrounding Invesco that offer strong opportunities for long-
term redevelopment. We envision this station area as primarily
developed with residential and retail uses to complement its current base
of residents. Given these conditions and future potential, we estimate
the Decatur station area could capture 12 percent of corridor demand for
residential and retail space and 10 percent of demand for office space.

Sheridan. we perceive market conditions within the Sheridan station area
as about average relative to other stations along the West corridor. This
station area lacks sites with significant opportunities for redevelopment
(such as the Invesco Field parking lots near the Decatur station), but is
projected to experience household and employment growth, and has
received public policy attention from the City and County. We estimate
that this station could capture 9 percent of corridor demand for residential
space and 9.5 percent of corridor demand for office and retail space.

e Gold Line. we estimate the average allocation of corridor demand by station area
along the Gold Line could be 14 percent (e.g. 100 percent of demand divided by
7 stations).

(0]

38" & Inca; we estimate that the 38" & Inca station area could capture an
average share of demand along the Gold Line corridor. This station area
has recently experienced residential and retail development activity and
interest (e.g. Regency Student Housing, Railyard Marketplace, and
Renaissance River Lofts) that is much higher than that of other stations
(e.g. Pecos and Federal in Adams County) but less than that occurring at
the Kipling station in Arvada. We estimate the 38" & Inca station area
could capture 14 percent of corridor demand for residential, office, and
retail space.

8.3 Corridor Demand Allocation and Land Capacity

Comparison of the “top-down” corridor demand allocation to land capacity for
(re)development allows identification of how closely market conditions match capacity of
station areas to absorb new growth. As described in greater detail in the 70D
Opportunities and Constraints report, we estimated the land capacity for (re)development
in a large-scale master plan context based on input from the City and County regarding

Task 3
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underutilized sites, possible floor area ratios, and appropriate percentage mix of
residential, office, and retail space by corridor.

The following exhibits illustrate this comparison by station area and by use.

Exhibit 8-3: 10™ & Osage Top-Down Allocation vs. Land Capacity

3,800 5,000,000 5,000,000
4,000,000 4,000,000
3,000,000 3,000,000
2,000,000 2,000,000
1,000,000 280,000 270,000 1,000,000 340,000 540,000
0 0
Dwelling Units Office SF Retail SF
- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

As shown in Exhibit 8-3, we estimate that the 10" & Osage station area offers the most
potential for residential development from a market and land capacity standpoint. We
estimate that market conditions support the addition of approximately 1,500 residential
units, nearly 300,000 square feet of office space, and over 300,000 square feet of retail
space over a 25-year period (2005 to 2030). Our estimated land capacity for residential
and retail development is higher than that required to accommodate the estimated “top-
down” allocation of demand, and the allocation of office demand is nearly equal to land
capacity for that use.

Exhibit 8-4: Alameda Top-Down Allocation vs. Land Capacity

6,110 7,000,000 7,000,000

6,000,000 6,000,000

5,000,000 5,000,000

4,000,000 4,000,000

1,890 3,000,000 3,000,000

1,530,000

2,000,000
1,000,000
0

2,000,000 1,020,000
1,000,000 410,000
0

Dwelling Units Office SF Retail SF

- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

We estimate the Alameda station area could, based on corridor demand allocation, add
nearly 2,000 new residential units, over 500,000 square feet of office space, and over
400,000 square feet of retail space over a 25-year period (2005 to 2030). Our analysis
suggests the Alameda station area has the capacity to accommodate the estimated
allocation of dwelling units, office square feet, and retail square feet from the Central
corridor, as illustrated in Exhibit 8-4.

93



5,000
4,000
3,000
2,000
1,000

5,000
4,000
3,000
2,000
1,000

TOD Opportunities & Constraints

Task 3

Exhibit 8-5: Auraria West Top-Down Allocation vs. Land Capacity

5,000,000 4,560,000 5,000,000
3,470 4,000,000 4,000,000
3,000,000 3,000,000
2,000,000 2,000,000

1,000,000 750,000 1,000,000 340,000 550,000
0 0

Dwelling Units Office SF Retail SF
- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

As depicted in Exhibit 8-5, we estimate market conditions support the Auraria West
station area capturing over 2,000 dwelling units, over 700,000 square feet of office space,
and over 300,000 square feet of retail space over a 25-year period (2005 to 2030). Land
capacity is more than adequate to accommodate the projected residential and office
growth, and virtually equal to the level of retail square feet projected.

Exhibit 8-6: Evans Top-Down Allocation vs. Land Capacity

5,000,000 5,000,000
4,000,000 4,000,000
1,880 1,960 3,000,000 3,000,000
2,000,000 2,000,000

1,000,000 210,000 300,000 1,000,000 130,000 4°0.000
0 0

Dwelling Units Office SF Retail SF
- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

The estimated allocation of demand from the Southwest corridor to Evans would support
the addition of nearly 2,000 residential units, over 200,000 square feet of office space,
and over 100,000 square feet of retail space over a 25-year period (2005 to 2030). As
illustrated in Exhibit 8-6, land capacity is estimated to accommodate only slightly higher
levels of growth than the top-down allocation supports.
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Exhibit 8-7: Colorado Top-Down Allocation vs. Land Capacity

5,000,000 5,000,000
3,400 3,530 4,000,000 4,000,000
3,000,000 3,000,000
2,000,000 1,430,000 2,000,000

1,000,000 1,000,000 620,000 600,000
0 0

Dwelling Units Office SF Retail SF
I = Top-Down I = Land Capacity/Large-Scale Master Plan

Source: BBPC

As shown in Exhibit 8-7, the estimated allocation of demand from the Southeast corridor
to the Colorado station area could support the addition of over 3,000 residential units,
nearly 800,000 square feet of office space, and over 600,000 square feet of retail space
over a 25-year period (2005 to 2030). Underutilized sites offer adequate capacity to
accommodate residential and office growth, and just slightly below the amount of land
required to accommodate retail growth.

Exhibit 8-8: Southmoor Top-Down Allocation vs. Land Capacity

5,000,000 5,000,000
4,000,000 4,000,000
2,550 2,380 3,000,000 3,000,000
2,000,000 2,000,000

1,000,000 390,000 4160000 1,000,000 310,000 320,000
0 0

Dwelling Units Office SF Retail SF
- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

We estimate that the Southmoor station area could capture demand from the Southeast
corridor to support the addition of approximately 2,500 residential units, nearly 400,000
square feet of office space, and over 300,000 retail square feet over a 25-year period
(2005 to 2030). The station area provides just about the right amount of land capacity to
accommodate retail growth; however, demand for residential and office space exceeds
land capacity to absorb these uses.
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Exhibit 8-9: 40™ & 40" Top-Down Allocation vs. Land Capacity

5,000,000 5,000,000
4,000,000 4,000,000
2,260 3,000,000 3,000,000
2,000,000 2,000,000
530 740,000 530,000

1,000,000 110,000 1,000,000 160,000

0 ]
Dwelling Units Office SF Retail SF
- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

The 40™ & 40" station area could capture demand to support over 2,000 new residential
units, over 700,000 square feet of office space, and over 500,000 square feet of retail
square feet over a 25-year period (2005 to 2030). However, this demand exceeds the
capacity of underutilized sites for development of each type of use, limiting the station
area’s ability to absorb such demand in the future.

Exhibit 8-11: Decatur Top-Down Allocation vs. Land Capacity

4,720 5,000,000 5,000,000
4,000,000 4,000,000
3,000,000 3,000,000
2,000,000 2,000,000

1,000,000 180,000 340,000 1,000,000 130,000 670,000
0 0

Dwelling Units Office SF Retail SF
- = Top-Down - = Land Capacity/Large-Scale Master Plan

Source: BBPC

We estimate the Decatur station area could capture demand from the West corridor to
support the addition of nearly 2,000 residential units, nearly 200,000 square feet of office
space, and over 100,000 square feet of retail space over a 25-year period (2005 to 2030).
Land capacity of underutilized sites would hold this growth and additional future growth
up to nearly 5,000 residential units, over 300,000 square feet of office space, and nearly
700,000 square feet of retail space.
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Exhibit 8-12: Sheridan Top-Down Allocation vs. Land Capacity

5,000,000
4,000,000
3,000,000
1,360 1,390 2,000,000

1,000,000
0
Dwelling Units

I = Top-Down

Source: BBPC

5,000,000
4,000,000
3,000,000
2,000,000
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0
Office SF Retail SF

- = Land Capacity/Large-Scale Master Plan

The Sheridan station area, in our estimation, could add over 1,000 residential units,
nearly 200,000 square feet of office space, and 100,000 square feet of retail space based
on allocation of demand from the West corridor over a 25-year period (2005 to 2030).
Land capacity would accommodate slightly more than this level of development.

Exhibit 8-13: 38" & Inca Top-Down Allocation vs. Land Capacity

5,000,000

3,540 4,000,000

3,000,000

2,000,000

940

1,000,000

0

Dwelling Units
I = Top-Down

Source: BBPC
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0
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We estimate that the 38" & Inca station area could capture about 900 dwelling units,
nearly 200,000 square feet of office space, and over 100,000 square feet of retail space
over a 25-year period (2005 to 2030). Vacant and underutilized sites within the station
area offer enough capacity to accommodate these uses.
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The following documents have been included as reference materials to the 70D
Opportunities & Constraints analysis:

1. Detailed station area profiles for each of the 10 selected station areas; and
2. Development opportunities analysis.
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