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Project Purpose 
Since the adoption of Comprehensive Plan 2040 and 
Blueprint Denver, Community Planning and Development 
(CPD) focuses on putting into action the bold visions and 
recommendations asked of us by the community.  

The Affordable Housing Zoning Incentive project aims to 
address many of the key vision elements of Comprehensive 
Plan, most notably to create an “equitable, affordable and 
inclusive community with a high quality of life for all 
residents, regardless of income level, race, ethnicity, gender, 
ability or age.”  

This project seeks to implement key policy 
recommendations from Blueprint Denver and 
Comprehensive Plan 2040 by creating a city-wide zoning 
incentive system for affordable housing especially near 
transit.  

Project Process and Timeline 
The project is anticipated to take 18 months.  During this 
time, city planners will work with an advisory committee and 
the broader community to develop recommended changes 
to the Denver Zoning Code (DZC) and Denver Revised 
Municipal Code (DRMC).  

The project contains five key phases:  

1. Evaluating best practices and programs in other 
cities: We will research what cities similar to Denver are 
doing, analyze existing programs and establish criteria 
for evaluating an incentive system. This phase of the 
project is complete. A presentation along with the 
Background Report with that research is available on 
the project website. 

2. Evaluating potential alternatives: We will identify 
and evaluate different approaches to an incentive 
system, including testing financial feasibility and how 
well it produces the anticipated community benefit.  

3. Confirming our strategy: We will develop a final 
incentive system based on the review and testing of 
the alternatives and report out on the final strategy.  

4. Drafting: We will create an outline and draft code 
language of the proposed changes to the DZC and 
DRMC.   

5. Legislative review: The Denver Planning Board will 
review, hold a public hearing and make a 
recommendation Adoption and Implementation 

Concurrent to each of these phases, community outreach 
undertakes a multi-pronged approach to ensure key 
stakeholders, including traditionally underrepresented 
populations, are meaningfully engaged and informed 
throughout the project.  

Report Purpose 
This Draft Alternatives Report intends to be an interim report 
to outline the process to date, key findings, recommended 
alternatives, and initial evaluation. This report is intended to 
build upon the content provided in the Background Report. 
The background report was developed to provide readers 
with a baseline knowledge of information on affordable 
housing and incentive zoning; document relevant policies; 
and provide findings from existing incentive systems. The 
subsequent phases of this report build off one another 
throughout the process.  

The final phase of this report is called the Strategy Report 
which details the final recommended strategy for the 
incentive system. It is anticipated this final report serves as 
the guiding document for the modifications to the Denver 
Zoning Code (DZC) and Denver Revised Municipal Code 
(DRMC).  

http://www.denvergov.org/affordabilityincentive
http://www.denvergov.org/affordabilityincentive
https://www.denvergov.org/content/dam/denvergov/Portals/646/documents/Zoning/text_amendments/affordable-housing-zoning-incentive/Affordable_Housing_Zoning_Incentive_Background_Report.pdf


AFFORDABLE HOUSING ZONING INCENTIVE  
I N T E R I M  A L T E R N A T I V E S  R E P O R T            Draft – September 2020 

2 
 

Criteria to Evaluate 
Successful Solutions  
Proposed incentive systems should balance multiple 
community objectives. City staff and the advisory committee 
will use the four criteria outlined below to evaluate possible 
incentive systems to help determine the preferred strategy. 

Equity 
The incentive system will use the Denver Comp Plan 2040 
equity definition and Blueprint Denver equity concepts.   

The incentive system should work to expand access to those 
who have been historically disadvantaged in accessing 
affordable housing and opportunity. System outcomes will 
be designed to maximize benefit to these communities and 
not increase the problem of housing or involuntary 
displacement. Additionally, the incentive system will 
consider the different needs and contexts of Denver’s 
neighborhoods to produce equitable outcomes.   

Market Reality/Produce Outcomes  
The incentive system should work in different markets and 
adapt to the evolving economy. The systems should attract 
high rates of participation from the development 
community to ensure that affordable housing is produced 
throughout the city.  

Clear Expectations  
The incentive system should provide clarity of expectations 
to the developer and outcomes of affordable housing 
commitments to the community.   

Accountability  
The incentive system should allow for successful 
implementation, administration, tracking, and monitoring. 
This system should allow for transparency of outcomes with 
the community.   

 

What does equity mean for Denver? 

Equity Defined: Equity is when everyone, regardless of who 
they are or where they come from, has the opportunity to 
thrive. Where there is equity, a person’s identity does not 

determine their outcome. Equitable, inclusive communities 
are places of value that provide access to resources and 

opportunities for all people to improve the quality of their 
life. As a city, we advance equity by serving individuals, 
families and communities in a manner that reduces or 

eliminates persistent institutional biases and barriers based 
on race, ability, gender identity and sexual orientation, age 

and other factors.  

Equitable Development: Equitable development is an 
approach to meeting the needs of underserved 

communities through policies and programs that reduce 
disparities, while fostering places that are healthy and 

vibrant. Truly equitable development leads to greater choice 
and opportunities and improves everyone’s quality of life. 

-- Denver Comprehensive Plan 2040, p 30 

  
Blueprint Denver Key Equity Concepts 

Improving Accessing to Opportunity: Creating more 
equitable access to quality-of-life amenities, health and 

quality education.  

Reducing Vulnerability to Displacement: Stabilizing residents 
and businesses who are vulnerable to involuntary 

displacement due to increasing property values and rents.  

Expanding Housing and Jobs Diversity: Providing better and 
more inclusive range of housing and employment options in 

all neighborhoods.  

-- Blueprint Denver, p 30 
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Key Findings to Date  
This section summarizes the thoughtful feedback received 
from the advisory committee, focus groups, and developer 
interviews.  

Advisory Committee 
Main themes from the first two meetings and survey:  

• Transit: Critical for our most vulnerable populations to 
access jobs and services yet may not be sufficient to 
justify the increased density.  

• Involuntary Displacement: Attracting development to 
some neighborhoods area may lead to involuntary 
displacement and the loss of naturally occurring 
affordable housing. Developments should reflect what is 
needed for residents in neighborhoods that are 
gentrifying and at-risk of displacement.  

• Multiple Incentives: A package of incentives related to 
parking, height/density, and finances would be 
meaningful to developers.  

• Additional Entitlement: Additional entitlement (e.g. 
height/density) needs to be calibrated to provide 
significant community benefit.  

• Predictable: The system must be predictable—for both 
developers and neighborhoods—while being flexible to 
allow tailoring to neighborhood context. 

• Outcomes: System outcomes should focus on the 
income levels that are feasible for the private sector 
which this allows the public sector to use resources for 

lower income levels.  

38th and Blake Evaluation  
To learn more about the specific incentive program at the 
38th and Blake Incentive Overlay, refer to the Background 
Report. The primary findings from the outcomes of 38th & 
Blake pilot program, and conversations with developers 
include: 

• The citywide affordable housing requirement should be 
based on a proportion of total residential units, rather 
than a multiplier of developed square feet. Although the 
multiplier approach is straightforward for developers and 
city staff, and is a logical approach for commercial 
development, it does not provide clear expectations of 
the yield of affordable units to the community.  

• A height incentive alone does not produce units. Several 
factors influence a developer’s decision to participate in 
density incentives including business plans, 
capital/investor demands, the cost of materials and labor 
to achieve greater height, and market rents.  

• Areas where base entitlements meet or exceed unit 
demand are unlikely to take advantage of density 
incentives. In the 38th & Blake pilot area many of the 
projects were able to occur within the base height. This 
delivered more units to the market; however, the 
community benefit of affordable housing is not achieved 
when the incentive is not needed.  

• The affordability level of 80 percent AMI does not match 
the greatest need for affordable units in the city and may 
not serve the need for many of Denver’s vulnerable 
neighborhoods.  

  

Rendering of projects in the 38th and Blake Incentive Overlay Area. Many projects such as the T3 office building were built within base 
entitlement and no community benefit was provided. Photo Source: Pickardhilton.com  

https://www.denvergov.org/content/dam/denvergov/Portals/646/documents/Zoning/text_amendments/affordable-housing-zoning-incentive/Affordable_Housing_Zoning_Incentive_Background_Report.pdf
https://www.denvergov.org/content/dam/denvergov/Portals/646/documents/Zoning/text_amendments/affordable-housing-zoning-incentive/Affordable_Housing_Zoning_Incentive_Background_Report.pdf
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Peer City Findings 
The programs that peer cities are using to incentivize—and 
in some cases, require—affordable housing vary 
considerably. Most were implemented recently and were 
designed for strong market conditions. More about the 
specific programs and outcomes of peer cities can be found 
in the Background Report. 

When properly designed, density bonus programs appear to 
be successful in facilitating more affordable units per site by 
both affordable and market rate housing developers. Key 
elements of the successful incentive systems include:  

• Base Entitlement: Most peer cities have pent up demand 
for both affordable and market rate housing with 
relatively low base heights/FAR, especially for the urban 
composition of the area. Therefore, the market demand 
often far exceeds the base entitlement making incentives 
very desirable. Different to 38th and Blake, peer cities’ 
programs offer a percentage increase in density as the 
bonus rather than an increase in height measured by 
numbers of stories.   

• Range of Affordability Need: All peer cities use a mix of 
AMIs or a tiered system, with deeper levels of AMI 
resulting in fewer affordable units overall. Some programs 
require that fewer than 10 percent of units be affordable 
if these are at very deep AMI levels.  

• Multiple Incentives: Most programs provided significant 
parking reductions or no requirements with others 
offering expedited review and other incentives beyond 
height/FAR increases.  

• Fee-in Lieu: Cities that have an in-lieu fee accurately 
reflect the cost required to build in affordable unit. Those 
will effective fee-in lieu systems have a robust city 
program to effectively leverage the fees generated. 
Others do not off an in-lieu fee option to promote more 
mixed-income developments.  

• Context Calibration: Citywide systems tailored the 
incentive to the context. In some instances, this was 
based on transit access (Los Angeles) where in other 
instances it was based on submarket costs (Seattle).  

• Outcomes: Peer cities result in a higher required 
percentage of affordable units than the 38th & Blake pilot. 
Peer cities’ affordable unit contributions range from 8 
percent to 25 percent of all units, with a median of 15 
percent.

 

Peer City Programs in response to COVID-19  

The peer city research and findings were completed prior 
the impacts of COVID-19 were notable. As such, follow-up 
conversations were initiated with the peer cities to 
understand if there were any changes proposed to their 
programs.  

Seattle: No changes planned for 2020, will re-evaluate in 
2021 

Los Angeles: No changes planned for 2020 or in the future 

San Jose: A significant linkage fee increase (from $28 per 
s/f to $43 per s/f) was proposed for 2020, this is currently 
on hold  

 

 
Affordable housing project in Los Angeles, CA. Source: LA Curbed 
Flickr  

  

https://www.denvergov.org/content/dam/denvergov/Portals/646/documents/Zoning/text_amendments/affordable-housing-zoning-incentive/Affordable_Housing_Zoning_Incentive_Background_Report.pdf
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Recent Development 
Market Outcomes  
A review of market rate (multifamily1 and commercial) 
development constructed from 2015 to 2019 within the City 
of Denver, several notable trends emerge that provide 
context for the feasibility analysis. 

Building Heights 
Despite various zoning entitlements across the city, there is a 
notable clustering of buildings developed at the 5-story 
mark, except for areas in and near downtown and Cherry 
Creek (see Geographic Dispersion below). Of the 107 market 
rate rental developments built, 60 percent had 5 and fewer 
stories and 83 percent had 8 and fewer stories.  

As such, it will be critical that the zoning incentive is 
economically feasible and attractive for developments of 8 
stories and less, especially 5 stories and less.  

Affordable multifamily developments also have lower 
heights. This is driven by the amount of subsidies that are 
available and concerns about over-concentrating affordable 
rental units.   

 
1 For purposes of this data set, multi-family is defined as: structures typically 
containing more than five rental dwelling units that may also include 
common areas and facilities.  

Geographic Dispersion  
Recent multifamily and commercial development has 
generally occurred in alignment with the Blueprint Denver 
growth strategy. These projects are concentrated in the 
downtown core and adjacent neighborhoods. The following 
table is a summary of building heights for office and 
multifamily projects by geography.  

Height 
Range 

Predominant 
Geography  

Predominant 
Context  

16+  Downtown Downtown (D) 

8-16 
Stories 

Downtown, RiNo and 
Cherry Creek  

Downtown (D)  

Urban Center (C) 

>5 
Stories 

Neighborhood centers 
and along corridors 

Urban Center (C) 

Urban (U) 

Edge (E)  

Suburban (S) 
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Market Multifamily Development 
Characteristics 
Market-rate multifamily projects built between 2015 and 
2019 were (on average): 

• Size: 195 units 

• Height: Tended to cluster around 5 stories, although a 
few projects reached 25 to 34 stories 

• Unit Mix: 1 bedroom tended to predominate the unit 
mixes.  

• Average Effective Rents: Average effective rents, which 
include concessions, ranged from $1.99 to $2.43 per 
square foot. Average “asking” rents ranged higher to over 
$3.00 per square foot. 

Unit 
Type 

Unit 
Mix 

Average 
Effective 
Rent Per 

SF 

Average 
Effective 
Rent Per 

Unit 
Average 
Unit Size 

Studio  21% $2.45 $1,291  543sf 

1 Bdrm 50%  $2.35 $1,765  733sf 

2 Bdrm 26% $2.22 $2,564 833sf 

3 Bdrm 2% $2.08 $3,340  1704sf 

4 Bdrm 0.1% $1.99 N/A  N/A 
Source: CoStar, ArLand  

From 2000 to 2019, the average unit sizes have decreased 
over time for studio, one- and two- bedroom units. This is in 
part due to the increase of “micro-unit” (units ranging from 
360sf to 700sf) built in the past five years.  

 
The Douglas: 215 market rate units within a 5-Story multifamily 
apartment building. Source: JNS Design  

 

 

Affordable Multifamily 
Development Characteristics 
Affordable multifamily projects built between 2015 and 2019 
were (on average):  

• Size: 100 Units 

• Height: Tended to cluster around 4 stories; no projects 
exceeded 8 stories  

• Unit Mix: 1-bedroom tended to predominate the unit 
mixes, although there were a significant number of 2- 
and 3-bedroom units.  

• Average effective rents: Ranged from $0.93 to $2.02 per 
square foot.   

Unit 
Type 

Unit 
Mix 

Average 
Effective 
Rent Per 

SF 

Average 
Effective 
Rent Per 

Unit 
Average 
Unit Size 

Studio  7% $2.65  $1,137  429sf 

1 Bdrm 48%  $1.83  $1,021  558sf 

2 Bdrm 31% $1.58  $1,386  877sf 

3 Bdrm 13% $1.37 N/A N/A 

4 Bdrm 0% N/A N/A N/A 
Source: CoStar, ArLand  

 

 
Arroyo Village: Development serving people experiencing 
homelessness long with 25 units of supportive housing and 95 
workforce units. Source: Shopworks Architecture  
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Short- and Long-Term Market 
Considerations 
As the AHZI feasibility analysis was beginning, the local and 
national economy faced an unprecedented challenge from 
the COVID-19 pandemic. To understand the potential short- 
and long-term effects of the pandemic on residential and 
commercial development, the consultant team conducted 
interviews with local developers, lenders, and architects.  

National Forecast  
Overall in the U.S., industry forecasts are relatively favorable 
for the multifamily industry: 

• Multifamily industry earnings are expected be down 
slightly in 2020 and are expected to recover quickly and 
become positive in 2021;  

• The multifamily industry is expected to recover faster 
than the commercial industry, where losses will vary 
considerably depending on use.  

− Industrial uses will fare the best and recover in 2021.  

− Retail losses will continue through 2021 and the 
sector is not expected to post positive returns until 
2022;   

• The future is very uncertain for tourism-dependent 
economies and uses, such as hotels and amusement-
centered communities. 

Local Market  
Locally, the market appears to be performing better than in 
the U.S. overall, at least for residential properties:  

• August residential rent delinquencies are around 5.3 
percent, with delinquencies varying by property type; 

• Higher-rent buildings with tenants in professional 
services and other non-affected employment sectors 
have experienced very low delinquencies. Lease renewals 
are strong;  

• Properties with public subsidies, such as Housing Choice 
Vouchers, also have low delinquencies, although tenants 
have needed more time to pay rent;  

• Properties in the middle—naturally occurring affordable 
rentals, providing housing to tenants without tenant 
based rental assistance—have the highest delinquencies, 
and may be the most troubled in the short term;  

• Single family home purchases remain strong;  

• Commercial properties differ, with rent delinquencies 
high across property and tenant type (e.g., large chains 
and small locally owned stores).  

 

Long Term Impacts  
Longer term,  

• Investors are showing increased interest in the 
multifamily industry, given its relative safety compared to 
other industries;  

• Local developers expect the LIHTC market to be stable, 
with only a modest decline in tax credit values; 

• Construction costs are anticipated to decline between 5 
and 10 percent during the balance of 2020;  

• A lag in construction timing may occur, but it will be 
modest.   

• Overall, the multifamily market in Denver is expected to 
be relatively unaffected by the pandemic. However, 
developers will be sensitive to broader economic 
uncertainties.  

Application to the Project  
As applied to the AHZI project, considerations resulting from 
those interviews include: 

• The incentive must be predictable and easy to execute; 

• The incentive must work for small- to moderate-height 
buildings and for modest height increases. Developers 
may be hesitant to depart from the development models 
that have been successful in Denver’s market;  

• Additional community benefit requirements on 
commercial and retail development—e.g., specifying 
commercial uses or tenancies—may render the incentive 
unfeasible as applied to those uses.  

• First floor commercial uses produced very low returns 
prior to COVID-19 challenges.  
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Equity Concepts   
Equity is one of the criteria for successful solutions and a 
foundational vision element of Comprehensive Plan 2040. 
Additionally, Blueprint Denver provides three key equity 
concepts that should be addressed in regulatory projects 
such as the AHZI. The following section outlines how the 
equity can be addressed through this project.   

Applying Equity to the Incentive 
System  
The incentive system will use the Denver Comp Plan 2040 
equity definition and Blueprint Denver equity concepts.   

The incentive system should work to expand access to those 
who have been historically disadvantaged in accessing 
affordable housing and opportunity. System outcomes will 
be designed to increase the amount of affordable housing 
available in historically disadvantaged communities while 
mitigating the effects of development on involuntary 
displacement. Additionally, the incentive system will 
consider the different needs and contexts of Denver’s 
neighborhoods to produce equitable outcomes.  Key equity 
concepts include:  

• improving access to opportunity,  

• reducing vulnerability to displacement, and, 

• expanding housing and jobs diversity.  

Improving Access to Opportunity 
The system should further access to opportunity by leading 
to the development of affordable housing in neighborhoods 
with high quality educational environments; high levels of 
labor market engagement; low poverty levels; employment 
opportunities; access to health care and supportive services; 
and ample recreational opportunities. The system should 
open opportunities for residents who have historically been 
denied access to opportunity and/or are living in low 
opportunity neighborhoods to relocate to high opportunity 
neighborhoods, should they choose to do so. 

To improve access to opportunity, the system should 
be applied and effective in areas where there is high 
access to opportunity. As such, a fee-in lieu or off-site 
build alternative should not be allowed.  
Concurrently, the system should bring community amenities 
to neighborhoods that have not existed due to 
underinvestment by the private sector. These may include 
job opportunities, neighborhood markets and healthy food, 
improvements to public spaces and amenities, and new 
recreational opportunities.  

 

Reducing Vulnerability to Displacement  
The incentive system should not, in itself, incentivize 
development that leads to the involuntary displacement of 
low to moderate income households. New development 
occurring within vulnerable neighborhoods should include 
units that meet the needs of existing residents and those 
vulnerable to displacement, including families. 

Advisory Committee Discussion: While is it important 
that new housing is at an income level that meets the 
needs of the existing community, continuing to place low 
income households in historically low-income 
neighborhoods with low access to opportunity may 
perpetuate historic inequities.  

Staff would like feedback on how to balance increasing 
the number of affordable units in historically lower 
income neighborhoods while also improving access to 
opportunity.  

While the rents that residents can afford vary by 
neighborhood, the cost of development varies much less. 
As such, it can be difficult for developers to offer lower 
rents in areas that need them. Some peer cities allow 
small contributions of affordable units for very low AMIs 
(e.g., 4% of units at 30% AMI). Others feel that approach 
isolates very low-income households, that 0-50% AMI 
units are best developed by nonprofit providers.  

Staff would like feedback on how to prioritize deeper 
affordability levels compared to providing moderate rents 
for a larger number of units.  

Additionally, the system should explore incentives or 
requirements (e.g., preference policies or affirmative 
marketing) that give priority of the new income-
restricted units to existing residents within the 
neighborhood.  
Naturally Occurring Affordable Housing (NOAH) refers to 
affordable housing that operates without subsidy or 
covenant requirements. Between 2017 and 2019, the entire 
metro region experienced a significant decline in NOAHs as 
the market responded to increased incomes of higher 
income renters.  

Zoning incentives are not the best tool to address the loss of 
NOAHs. Instead the advancement of other strategies to 
preserve existing NOAH are found in other citywide plans 
such as Housing an Inclusive Denver.   

  

https://www.denvergov.org/content/dam/denvergov/Portals/690/Housing/HousingInclusiveDenver_FINAL_020918.pdf
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Expanding Housing Diversity  
The incentive system should produce rental and for-sale 
affordable housing units with a range with a range of unit 
sizes (studios to larger family-friendly units) across the city.  

To expand housing diversity…  

The system should provide a mix of unit size/types 
(studio, 1-bedroom, 2-bedroom, 3-bedroom).   

The system should be effective in for-sale and rental 
developments.  

 
Tony Lee Apartments in Seattle, WA proving 70 workforce units. The 
building also includes a 4-classroom preschool, rooftop deck and 
community garden. Source: Walsh Construction  
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Alternatives for Testing 
Based on the feedback from the advisory committee, focus 
groups2, developer interviews and research to date, the 
following are identified alternatives for market feasibility 
testing and further evaluation. The goal of the feasibility 
analysis is to find the balance between market realities, 
equity, and housing needs. 

It is important to note that the feasibility analysis will begin 
with the desired targets and solve for the density need to 
achieve a return that will attract investment. These targets 
build upon the considerations from the best practices review 
and 38th and Blake pilot project and may be adjusted, as 
needed, to achieve development feasibility in varying market 
conditions.  

Address Housing Need  
As Denver’s housing needs are continuing to grow, this 
incentive system will play a critical role in complementing 
existing programs to produce and preserve affordable 
housing. To do so, the inventive system should maximize the 
amount and depth of affordable housing feasible under 
varying market conditions 

Unit requirement. Denver currently offers a “build 
alternative” to payment of the required development linkage 
fee. The number of affordable units required are based on 
the project’s gross square feet. While the percentage yield 
varies since the calculation is based on building square 
footage and not units, the result is around 1-3% of the units. 
In the 38th and Blake incentive area where projects 
leveraged the incentive, the percentage outcome ranged 
from 3.7% to 8.6%, averaging 5.6% of units as affordable at 
80% AMI. In the background report and through 
conversations with the community, it has been determined 
that the outcomes of these systems are too low.  

Most peer cities’ programs have a 10 percent affordability 
requirement for density bonuses, with a mix of AMI 
requirements. Denver’s 38th and Blake incentive program 
outcomes were much lower, even given the high rents in the 
area. Recent Denver development proposals have offered 
10% affordable units at 80% AMI commitments. 

Therefore, evaluation for the citywide system will exceed unit 
requirements of existing systems and test a range of 
affordability requirements from 10% to 25% affordable 
units3. Additionally, instances where city subsidy (e.g. TIF, 
land dedication, gap financing) is involved may lead to 
greater unit requirements.  

 
2 Focus Groups conducted with Affordable Housing Developers (Architects, 
organizations, finance) and Denver Business Improvement Districts (BIDs)  

 
Ashley Union Station. Mixed-Income Housing project providing 75 
income restricted units at 60% and 80% AMI. Source: Stantec  
  

3 Percentage is assumed as total percentage of units in the development, 
not just the incentive units.  
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Tenant income mixes.  The system should respond to 
different housing needs by creating systems to incentivize 
low and moderate incomes.  

The following income ranges will be evaluated:  

Rental Development Ownership Development  

50% AMI and below * --- 

51 – 60% AMI --- 

61 - 80% AMI 61 - 80% AMI 

81-100% AMI  81-100% AMI  

--- 101-120% AMI  

AMIs will be defined using the 2020 income limits 
maintained by HOST with household sizes appropriate to 
unit sizes.  

*Note: This income level will be tested for the incentive, 
however it is likely that serving “very low income” 
households may not be feasible for market-rate 
developments, especially without additional city subsidy.  

To illustrate, the 2020 income equivalents for a 2-person 
household and affordable rents with utilities and purchase 
prices are as follows:  

AMI 

Max. 
househo

ld 
income 

Max. 
Rent + 

Utilities 

Max. 
Rent + 

Utilities 

Max. 
Purchas
e price4 

2-Person 1-Bdrm 2-Bdrm  

> 50%  $40,000 $973 $1,125 -- 

51 – 60% $48,000 $1,125 $1,350 -- 

61 - 80% $64,000 $1,500 $1,800 $286,214 

81-100 $80,000 $1,875 $2,250 $357,767 

101-
120% 

$96,000 $2,250 $2,700 $429,321 

The affordability commitment period will align with the city 
requirement of 60 years5. 

 
4 Assumes 10% down payment and 4.25% interest in a 30-year fixed rate 
mortgage. Also assumes non-mortgage expenses (e.g., property tax, 
insurance, utilities, etc.) account for 20% of monthly housing costs. 
5 The city’s preservation ordinance does grant the city’s right of first refusal 
(ROFR) on any income restricted units. However, the Rules and Regulations 

Trade-offs between unit requirements and income mix. 
Some peer cities allow small contributions of affordable units 
for very low AMIs (e.g., 4% of units at 30% AMI). Others feel 
that approach isolates very low-income households, that 0-
50% AMI units are best developed by nonprofit providers.  

During the feasibility testing, staff will analyze the 
appropriate trade-off of providing deeply affordable units at 
a lower number compared to providing affordable and 
workforce rents for a larger number of units.  

Flexibility for market needs. Fluctuations in the market 
could lead to a modified requirement to ensure the 
maximum feasibility of the incentive. Slight modifications are 
preferred to an ineffective incentive system. Factors that will 
impact the viability of the market change will include: 1) 
Consistently high vacancy rates; 2) Extremely limited 
investment/capital; and 3) Recessionary conditions that 
inhibit residential/commercial development.  

During feasibility modeling, the project team will test various 
economic scenarios by considering the impacts of significant 
variation in land cost, labor cost, interest rates, market rents, 
and vacancy rates. 

 
The Coloradan. Mixed income condo project with 33 income 
restricted units (About 10% of total units). Source: Denver Infill 

  

offer a waiver of ROFR for a waiver of perpetual affordability (99-years). The 
incentive system will work in alignment with the City’s existing preservation 
ordinance.  
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Create a Context-Based System 
It is important that the incentive work in all areas of the city 
and produce equitable outcomes. As such, the system 
should not only work in high cost areas. Therefore, the 
system must be appropriately calibrated, so it inherently 
produces equity across different markets and community 
needs.  A context-based system acknowledges that both the 
value of the bonus and the cost of the obligation may vary 
across market areas and typologies and that maintaining 
proportionality between increased value and cost is an 
important factor in the efficacy of the program.    

Based on preliminary market research and evaluation of peer 
city systems, the following three factors should serve as the 
foundation of a context-based system and will be tested in 
the feasibility analysis.  

1) Sub-Market Costs 

2) Blueprint Denver Contexts 

3) Equity Considerations 

Sub-Market Costs  
Developments in high cost submarkets can contribute a 
higher proportion of affordable units. High cost submarkets 
are defined as those neighborhoods where land values per 
square feet are at least twice as high as the city median or 
average building rents are at least 10 percent higher than the 
city average ($1,512 as of Q2 2020).   
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Blueprint Denver Contexts  
The system will work in the majority of Blueprint Denver 
Neighborhood Contexts—i.e., the incentive produces 
feasible outcomes across a number of neighborhood 
contexts v. only working in one context.  The outcomes of 
the system also align with Blueprint Denver’s growth 
strategy and future places map.  

Additionally, the system will consider the Blueprint Future 
Places map and associated descriptions found within the 
plan. The incentive system will focus on creating systems in 
Centers, Corridors, High, and High-Medium Residential Areas.  

A context-based system acknowledges the value added is 
greater in some areas than in other areas. As such, the testing 
will evaluate the differences in value added.  

  

Blueprint Denver Neighborhood Contexts Map. 

Blueprint Denver Future Places Map. 
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Equity Considerations 
A subset of the Advisory Committee will be discussing how 
the incentive system should address the equity concepts. 
See page 10 of this report for more information on the 
discussion points. Based on feedback received, the feasibility 
testing will explore different incentive requirements in 
response to priorities identified.  

Need for Additional Subsidies.  Public subsidies may be 
needed to achieve desired rents and home prices to serve 
communities in some neighborhoods. Those subsidies 
could take the form of land donation or land discounts, 
direct subsidies, maximum fee waivers, and expedited 
reviews. Although not directly examined as part of the 
AHZI project, the feasibility modeling will inform what 
level of additional support may be needed—should city 
budgets improve in the future—to reach low AMI levels.  

 
Mariposa Housing Development 

 
  



AFFORDABLE HOUSING ZONING INCENTIVE  
I N T E R I M  A L T E R N A T I V E S  R E P O R T            Draft – September 2020 

17 
 

Provide Multiple Incentives 
Based on peer city research and developer conversations, 
other incentives such as expedited review, vehicle parking 
reductions, and tax abatement are highly desirable 
incentives in addition to increases density/height. For the 
system to be effective, it will likely need to provide incentives 
beyond density. These are most critical to achieve deeper 
levels of affordability needed in some communities. The 
feasibility model will examine the economic benefits of the 
following potential incentives: 

• Expedited SDP review. This could occur through a 
dedicated Project Coordinator that will be able to provide 
an enhanced process and reduce the number of 
submittals and associated review cycles.  

• Expedited Building/Fire review and permitting. This could 
occur through reduced city review timeframes.  

• Waived or reduced fees such as rezoning, development 
review fees (e.g. Building Permit, SDP, SUDP) 

• Waive or reduce required parking ratios. Parking waivers 
are not universally valued by the development 
community, as income from parking spaces can provide a 
consistent revenue stream for market rate housing. 
However, excessive parking requirements can act as a 
barrier to providing affordable housing – especially for 
Permanent Supportive Housing projects, serving 30% AMI 
and below. Research indicates that the resident parking 
need for this type of housing is often zero and requiring 
parking that will never be used removes opportunities for 
additional units, private open space, or other, desirable 
project amenities. While the opportunity to ask for 
parking reductions exists through the BOA, the added 
regulatory hurdle and unpredictability of outcomes is a 
source of frustration and additionally cost – so much so 
that several service provides or developers indicated they 
would not even consider this step. Based on peer city 
evaluations, developer conversations, and analysis of 
recently constructed affordable housing projects in 
Denver, the research supports eliminating a parking 
requirement entirely for 30% AMI and below and offering 
significant parking reductions for 31%-80% AMI. 

• Explore with city partners other reduced or waived fees 
(e.g. Denver Water tap fees)   

Property Tax Abatement. Property tax abatements are 
part of the affordable housing incentives offered by the 
peer cities of Minneapolis, Portland, and Seattle and show 
a high level of interest by local developers. Colorado’s 
“uniform taxation” provision in Article 10 of the Taxpayer’s 
Bill of Rights (TABOR) requires that “each property tax levy 
shall be uniform upon all real and personal property…” 
and would need to be amended to allow affordable units 
to be exempt from property taxes.   

 

 
Denver Permit and Intake Counter. 

 
La Tela Affordable Housing For-Sale Project for households earning 
up to 80% AMI. This project is leveraging multiple parking 
reductions within the DZC to reach a lower parking requirement 
that better aligns with resident needs. Source: Mile High CRE.  
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Financial Feasiblity 
Findings  
The following portion of the report is intended to highlight 
financial feasibility findings for multi-family residential rental 
developments. While financial feasibility is important to 
creating a successful incentive program and aligns with the 
“Market Reality/Produce Outcomes” criteria for successful 
solutions on page X, the recommended alternatives will 
need to find the balance between market reality, equity and 
addressing housing needs. Recommendations developed 
will address the Blueprint Denver places context which 
provides guidance around appropriate land uses, building 
height, and site layout. Additionally, it is important that 
incentives will work in all areas of the city and provide 
equitable outcomes. To read more about how the incentive 
system could promote equitable outcomes, see Equity 
Considerations on page 14.  

The feasibility analysis evaluates incentive options under 
“typical” market assumptions and “high cost area” 
assumptions. In high cost areas, land costs are at least twice 
as high as the city median and average building rents are 
10% higher than the city average. 

Feasibility Testing Overview 
The financial feasibility is based on proformas typically used 
in the real estate industry to determine whether a project is 
financially feasible and includes a comparative analysis of 
how proformas change under different incentive scenarios. 
The model is informed by market data on building costs and 
rents, including adjustments related to COVID-19 impacts.   

How is Financial Feasibility 
Evaluated?  
Financial feasibility is evaluated based on a combination of 
output metrics, including Return on Equity (ROE), Return on 
Cash (ROC), Internal Rate of Return (IRR), and Cash on Cash 
return (COC). A description of these along with the measures 
of feasibility are described below. For purposes of this 
analysis, a project prototype is identified as “feasible” when it 
meets all off the feasibility metrics.  

In addition to meeting the baseline financial feasibility 
targets, a voluntary incentive program must also 
demonstrate some level of “attractiveness” to market-rate 
developers. Generally, this means that the incentive must 
create a higher project value or higher nominal profit after 
accounting for affordability requirements. 

Return on Costs 
Calculated by dividing net project returns by net project 
value and incorporating the total development costs of the 
project (including land). A threshold return on costs is 100 to 
150 basis points higher than the Cap Rate, or in this case 6%. 

Return on Equity 
Calculated by dividing an assumed equity amount 
equivalent to 30% of the costs of the project by the net 
returns generated by the project (net operating income 
minus debt service). A minimum of a 5% return is necessary 
in order to meet the project’s threshold financial 
requirements. However, some developers will favor the 
Internal Rate of Return calculation, particularly if they are 
short-term holders of property. 

Internal Rate of Return 
Calculated by assuming an equity amount equivalent to 30% 
of the cost of the project; calculating a net income for 
approximately 7 years and a sale at the end of that period. 
The IRR is an estimate of annualized returns for that time 
period which is a measure typically used by shorter term 
investors and holders. Not all developers use this metric, but 
when it is used, a 20% % return is their threshold return. 
Many analyses incorporate inflation and discount rates in 
order to calculate future cash flows. In order to simplify and 
assuming that inflation and discount rates are equivalent, the 
analysis assumes future cash flows in 2020 dollars. 

Cash on Cash Return 
The Cash on Cash return is calculated by dividing the cash 
flow (including debt service but before tax) by the amount of 
cash invested. It incorporates a calculation of the cash paid 
to investors annually, so in later years, the return increases. In 
this analysis, cash on cash return is incorporated of Year 5 of 
the development project. As in the IRR calculation, the 
analysis assumes that future cash flows are in 2020 dollars. 
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Development Assumptions  
The proforma is comprised of a development budget 
(construction and other costs associated with building 
development), an estimate of income and an estimate of 
project value based on project income at stabilization and its 
estimated value at sale. The financial feasibility analysis also 
incorporates financial feasibility measures such as Return on 
Cost, Return on Equity, Internal Rate of Return, and Cash on 
Cash  

Total development costs for each development type 
typically include land costs, “hard” construction costs, “soft” 
construction costs (i.e. architectural and engineering, fees, 
permits, and other entitlement costs), and construction 
financing costs. 

How were development costs determined?  

Hard construction costs were based on interviews with 
area developers, architects, and contractors, 
supplemented with estimates provided by Marshall & 
Swift Commercial Cost Estimating software with Denver 
area values as of Spring, 2020.  

Hard Costs  
Hard costs are primarily driven by building costs which are 
largely driven by structure height, which determines building 
materials and other requirements. Major cost increases occur 
at 8 stories (change in building type), 12 stories (additional 
smoke/fire requirements), and 20 stories (premiums in the 
façade, foundations, logistics/hoisting, HVAC, and labor 
availability). Costs for multifamily residential range from $180 
per square foot (3-story development) to $240 per square 
foot (20-story development). Parking costs are modeled 
separately and range from $3,150 per space (surface parking) 
up to $40,000 per space (underground garage). Other 
elements of hard costs typically include site preparation 
which can include demolition, grading, and landscaping. 
This was assumed at 5% of the building cost.  

 

 

Soft Costs  
Soft costs include design, engineering, consulting, and 
related professional fees, development, entitlement, taxes, 
insurance, legal, accounting, and project management. It 
includes fees paid to the developer. It also includes 
municipal fees required for development, including Denver 
Water fees, as well as the existing affordable housing fees. 
The typical ratio of soft costs to hard costs in the City of 
Denver (without the cost of financing) is approximately 20%.  

Land Costs   
Land costs vary widely throughout the city and are impacted 
by location, zoning entitlement, and site-specific 
characteristics. Land costs in the Feasibility Model range from 
$40 per square foot to $150 per square foot.   

Construction Financing 

Construction financing periods ranged from 16 to 30 
months, depending on the size and complexity of the 
project. Additionally, an interest-only construction loan equal 
to 65% of hard and soft construction costs, an interest rate of 
4.0%, and a 1.0% construction loan fee. 

Contingency  
The feasibility analysis also accounts for contingency, 
modeled at 5% of total development costs excluding land 
(hard cost + soft costs + financing). 

Example Cost Breakdown 
The following diagram illustrates a typical cost breakdown 
for a Denver 5-Story Multi-family project.  

 

Example Cost Breakdown for a Typical Denver 5-Story Multifamily Project  
(Source: Root Policy Research) 
Note: Assumes surface parking. Structured or sub-grade would result in higher costs/percentage of cost.   
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Operation and Valuation 
Assumptions 
The financial feasibility also calculates anticipated revenue, 
operating expenses and project valuations.  

Operating Revenue 
Operating revenue is driven by rental rates but also includes 
parking revenue (for structured and underground parking 
only) and miscellaneous revenue from various amenities 
(storage, bicycle parking, etc.). Market rate rents are based on 
market areas statistics provided by Apartment Appraisers & 
Consultants for developments built in the past five years an 
range from $2.35 per square foot to $2.98 per square foot on 
average (depending on building height). In a typical 5-story 
development these per square foot rents translate to $1,474 
for studios, $1,851 for 1-bedrooms, $2,617 for 2-bedrooms, 
and $3,502 for 3-bedrooms or larger.  

Operating Expenses  
Operating expenses account for general management and 
operating costs ($9 per square foot), marketing costs (2% of 
revenues), replacement reserves ($150 per unit per year) and 
vacancy rates (6%).  

Valuations 
The value of each rental prototype is calculated by first 
calculating net operating income which is derived from 
gross operating income, minus operating expenses, a 
vacancy allowance, and replacement reserves. Net operating 
income is then divided by a capitalization rate (“cap rate”) 
which moves up and down depending on market dynamics. 
Cap rates are a popular measure through which real estate 
investments are assessed for their profitability and return 
potential. The analysis assumes cap rates ranging at 5.0% for 
multifamily (based on stakeholder feedback and market 
information). 

Development Projects Evaluated 
To ensure that incentives are feasible across a variety of 
development projects and locations, the rental residential 
feasibility analysis examines a range of 3-story up to 20-story 
building projects. Parcel size ranges from three-quarters of 
an acre up to 1 acre and total units per development ranges 
from 65 up to 360. Mid- and high-rise buildings are assumed 
to have ground floor commercial space with residential units 
in all other floors. 

The bedroom mix varies by development height and is 
based on market data from developments constructed in the 
past five years in Denver. The lowest height buildings 
assume a bedroom mix of 10% studio, 48% 1-bedroom, 32% 
2-bedroom, and 10% 3-bedroom or larger. The distribution 
shifts toward studios by the highest building forms which 
assumes 28% studios, 48% 1-bedrooms, 22% 2-bedrooms, 
and just 2% 3- or more bedrooms. Average unit size declines 
by building height and ranges from 943 square feet for 3-
story development to 795 for 20-story developments. 

The building costs modeled in the feasibility analysis assume 
moderate finishings, amenities, and building materials that 
command market rents (v. luxury, amenity-rich 
developments intended to capture the highest income 
renters and/or be master leased to corporate interests). 

Other Incentives  
This report recognizes that other incentives such as 
expedited SDP and permitting review and vehicle parking 
reductions are highly desirable incentives in addition to 
increases density/height. While these incentives do provide 
real benefit to developers, some are very challenging to 
quantify in economic terms. The financial feasibility findings 
focus specifically on the benefits of a pure density bonus. 
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Typical Market-Rate 
Development Feasibility  
The first step in feasibility testing is to evaluate market-rate 
developments without an incentive or affordability 
requirements. The model demonstrates baseline feasibility 
across a variety of building heights (from 3-stories up to 20-
stories).  

Figure 1 summarizes proforma results using IRR and ROE to 
illustrate feasibility. Broadly speaking, ROE and IRR measure 
the relationship between cash flow and project costs. As 
development heights increase, building costs typically rise 
faster than expected rents, which leads to flat or declining 
feasibility metrics (IRR and ROE) even as nominal project 
values—and profits—increase.  

Note that under current market conditions 5-story 
developments have the highest IRR and ROE but that 20-
story developments have the highest project nominal 
project value. Also notable is the 8-story development is the 
only prototype to fall below the ROE feasibility threshold of 
5% (this is consistent with development trends and 
stakeholder feedback).  

Key Findings from Market-Rate 
Feasibility Analysis  

The market rate feasibility analysis (modeled without an 
incentive) has the following implications for incentive 
testing:  

• Incentives that increase 2- or 3- story buildings up to 5 
stories are likely to be very attractive. 

• Incentives that increase 5-story up to 7-story can work as 
well because developers can continue to use wood over 
podium construction which is a lower building cost.  

• Increasing height from 5 to 8 stories with an incentive is 
not likely to be effective due to the substantial increase in 
building costs at 8 stories. This is also true of heights 
between 9 and 11 stories.  

• Increasing height from 5 stories to 12 stories and higher is 
a financially feasible and is the point at which 
developments becoming increasingly attractive.  

 

Figure 1: Relationship between Net Project Value, Total Development Cost, Annual Net Cash Flow, and Feasibility Metrics for Market-Rate 
Developments (Source: Root Policy Research)  
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Incentive System 
Structure 
The incentive system tested was based on assumed private 
market response to a density bonus option, neighborhood 
context, affordability needs (expressed as percent of AMI), 
and the tradeoffs that developers will consider when 
evaluating the incentive.  

Incentive Bonus  
The incentive bonus is the additional height or entitlement 
in which a development is provided in exchange for 
affordability commitments. Initial iterations of testing 
considered a range of density bonuses. For purposes of 
evaluation, a 50% density bonus has been determined to be 
widely marketable, given existing entitlements (e.g. zoning 
height), construction costs, and market rents in Denver.  

As refinement of the incentive system occurs, the bonus 
amount is anticipated to vary based on geography. For 
example, Downtown and other regional centers are likely to 
support greater density bonuses.  

Affordability Commitment 
In exchange for the incentive bonus height, the developer 
must provide an affordability commitment determined by 
the incentive system. The feasibility testing included a wide 
range of affordability requirements that vary both by breadth 
(percent of units required to be affordable) and depth (level 
of affordability achieved). 

• The “affordability requirement” reflects the proportion of 
total units in the development that are required to have 
an income qualification. Testing ranged from 1% up to 
30% of all units.  

• The “AMI target” refers to the level of affordability 
required among those income qualified units. The 
Feasibility Model allows for a mix of AMI targets or a 
single target for all affordable units and testing ranged 
from 30% AMI up to 100% AMI.  

Trade-Offs  
The density bonus quite obviously impacts the proforma of a 
development by adding square footage—and units—to the 
original development. Increased density also adds cost, both 
due to the larger footprint of the building and due to 
increased height, which may require different building 
requirements and materials (as noted earlier in this report).  

The affordability requirements impact the proforma by 
limiting potential operating revenue, which is a key driver in 
project profitability and investment criteria. In short, the 
revenue of additional market rate units must be sufficient to 
effectively subsidize the income restriction on the affordable 
units.  

Figure 2 compares market rate rents to rent restrictions by 
AMI. Note that the difference between market rate rents and 
affordable rents increases with additional bedrooms. 

  

  

Figure 2: Market-Rate Rents and Income-Restricted Rents, Denver, 2020 
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Market Rate 
Development Feasibility 
with Incentives 
The objective of the feasibility testing described here is to 
evaluate the financial feasibility of a density bonus in 
exchange for affordability requirements in market-rate rental 
residential developments.  

Viability of Incentive 
The following figure provides a high-level summary of 
feasibility results, organized by AMI target of affordable units. 
First, a few notes about the outcomes:  

• Generally, alternatives are evaluated in both typical and 
high cost sub-markets.  

• A “viable” outcome must demonstrate feasibility by 
reaching feasibility metric targets and adding value to a 
base development through increased project value 
and/or project profit. That is, in this modeling exercise, 
the developer must be made better off than they would 
be if they were to build to the base height. 

• Note that AMIs presented throughout this section reflect 
an average AMI target—any mix of AMIs that achieve, on 
average, the specified affordability level would be 
feasible.   

• “Financially Feasible” means the proposed development 
with a density bonus meets all four feasibility metrics 
(ROC, ROE, IRR, and cash-on-cash) across all development 
prototypes tested (3-, 5-, 12-, 16-, and 20-story). 

• “Attractiveness” is measured by increased project value 
and project profit; again, the results must meet both 
targets across all development prototypes. 

Affordability 
Requirement  

(AMI and % of Total 
Units) 

Affordable 
Unit Projection 

in "Average" 
Development 

Financially Feasible Across 
Development Prototypes?  

Increased Project Value & 
Profit Across Prototypes? 

“Attractiveness”  
Overall 

Incentive 
Viability Typical Sub-

market 
High Cost 

Submarket 
Typical Sub-

market 
High Cost 

Submarket 

Affordable to 30% AMI (max income $21,000-$31,000, depending on household size)  

10% of Units 20 no no n/a n/a  
5% of Units 10 close yes n/a yes high rent only 

3% of Units 6 yes yes yes yes  
Affordable to 50% AMI (max income $35,000-$50,000, depending on household size)  

20% of Units 39 no no n/a n/a  

15% of Units 29 no close n/a no  

10% of Units 20 close yes n/a yes high rent only 

5% of Units 10 yes yes yes yes  

Affordable to 60% AMI (max income $42,000-$60,000, depending on household size)  

20% of Units 39 no no n/a n/a  

15% of Units 29 no yes n/a close high rent only 

10% of Units 20 yes yes yes yes  

Affordable to 80% AMI (max income $56,000-$80,000, depending on household size)  

20% of Units 39 no yes n/a yes high rent only 

15% of Units 29 yes yes yes yes  

10% of Units 20 yes yes yes yes  
Note: Projected affordable units based on the average units per development in Denver between 2015 and 2019: 195 units.  
Income ranges reflect the max income at the specified AMI for 1-person to 4-person households. Average household size in Denver is 2.3 people.  
Low-rise prototypes (3- and 5-story) are excluded from high cost submarket analysis as they are unlikely developments at high land costs.  
“Close” indicates that feasibility or attractiveness failed to meet thresholds by a single metric (1 of 4 feasibility or 1 of 2 attractiveness measures) on 2 or fewer 
prototypes. In other words, it is very “close” to achieving a feasibility/attractiveness. 
All affordable units are assumed to have the same bedroom mix and amenity level as market-rate units in that development. 
Source: Root Policy Research. 
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Summary of Viable Options in 
Typical Submarkets 
As illustrated by the feasibility results, the maximum viable 
affordability requirements to make the incentive attractive in 
a typical submarket across all prototypes are:  

• 3% of total units affordable to 30% AMI

• 5% of total units affordable to 50% AMI

• 10% of total units affordable to 60% AMI

• 15% of units affordable to 80% AMI

Summary of Viable Options in 
High Cost Submarkets 
High cost market areas can tolerate higher affordability 
requirements (or deeper affordability thresholds). Thought 
they require a larger capital outlay for land costs they also 
achieve above-average rents which increase their feasibility 
and overall value. Generally, 3- and 5-story developments will 
not be viable in a high-cost submarket, as the volume of 
units doesn’t justify the higher land prices.  

As illustrated by the feasibility results table, the maximum 
viable affordability requirements in a high cost submarket for 
12+ story developments are:  

• 5% of total units affordable to 30% AMI

• 10% of total units affordable to 50% AMI

• 15% of total units affordable to 60% AMI

• 20% of units affordable to 80% AMI

6 Modifications depend on the structure of a potential inclusionary but 
would still require additional affordability requirements above and beyond 

Sensitivity Analysis 
Feasibility was also evaluated across varying market 
scenarios, development configurations, and income mixes to 
test the sensitivity of outcomes. Findings are summarized 
below.  

• As illustrated above, high-rent submarkets can
accommodate higher affordability requirements (or
deeper affordability thresholds).

• A mix of AMIs is feasible if structured to achieve the AMI
averages presented in the feasibility summary table.

• Model results are sensitive to fluctuations in construction
cost, market rent and amenity expectations. Marginal
increases in building costs without commensurate
increases in market-rents may render some of the
incentives infeasible. Conversely, softening building costs
coupled with stable rents could improve the viability of
incentive options.

• Bedroom configuration impacts feasibility as units with
more bedrooms achieve lower rents per square foot than
studios, even after accounting for the marginally lower
building costs. In addition, the gap between market-rate
and affordable rents for 2+ bedroom units is greater than
the difference between market rate and affordable
studios. In other words, larger affordable units require
more cross-subsidy than smaller ones. Even so, modest
adjustments to bedroom configurations are possible
within viable incentive options.

• Initial feasibility testing focused only on a zoning
incentive, though the incentive structure could layer with
other housing policies as necessary, including changes to
the current linkage fee and/or inclusionary housing
(pending state law changes). Adjustments to feasibility
would not be expected with marginal increases to
linkage fees (testing assumes developments that leverage
the incentive absorb the build alternative linkage
requirement into the incentive affordability requirement).
If state law changes to allow consideration of inclusionary
housing, the incentive feasibility would likely be modified
to ensure it can layer effectively with inclusionary
requirements.6

the inclusionary requirements (this could be a higher proportion of units or 
deeper AMI, depending on policy priorities).  
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Policy Priorities for Discussion 
Recommended approaches will need to find a balance 
between financial feasibility, addressing housing need and 
creating a context-sensitive system. Therefore, with findings 
from the financial feasibility analysis, the following discussion 
points will be key to the evaluation of proposed alternatives.  

• Affordable Housing Requirement Priority - Should the
incentive prioritize more units or deeper affordability?
How can the affordable housing requirement promote
building equity in place while expanding access to
opportunity?

• Developer Options - Should the incentive offer
developers’ options for affordability commitments (i.e.,
percent of units affordable), AMI mixes, and bedroom
mixes? Or should the incentive be a standard threshold
(e.g, X percent of units at X AMI)? How should options be
balanced with predictability and ease of implementation?

• Prioritizing Specific Outcomes – Should the incentive
provide greater incentives for deeper affordability or
larger units?
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