MEMORANDUM
To:

City of Longmont

From:

Economic & Planning Systems

Subject: Affordable Housing Incentive Strategy; EPS #143065
Date:

May 5, 2016

As part of the Envision Longmont process and in conjunction with the
previous work of staff and the Workforce Housing Task Force, Economic
& Planning Systems (EPS) was hired to develop a strategic affordable
housing plan that would inform and support the comprehensive plan.
EPS has incorporated the previous information, expanded discussions
with stakeholders, and integrated efforts put forward by staff and the
Workforce Housing Task Force to confirm housing needs and gaps in the
community and develop a set of policies and tools the City can use to
address these gaps. The scope of work included:
•
•
•
•
•

A review of previous housing efforts
Analysis of regional housing issues
An update of the housing needs analysis from 2012
A review of national best practices
Formation of a recommended funding approach and corresponding
implementation actions.

The City Council last provided feedback during their meeting on October
20th, 2015, and EPS was directed to develop an incentive strategy
intended to motivate developers to build affordable housing. To develop
this strategy, EPS interviewed various developers active in Longmont to
gauge interest in various incentives and to get market and construction
cost data inputs. Using these inputs, which are grounded in the
Longmont market, EPS built a static pro forma for three development
prototypes. The pro forma has been used for testing of financial
incentives and the results show the degree of project viability relative to
including varying portions of units at affordable price points. Various
incentives have been tested to explain ways the City can offset the lost
revenue associated with providing the affordable units.
This memorandum summarizes EPS’ analysis and provides
recommendations for an incentive policy and potential permanent
funding sources for the City’s Affordable Housing Fund.
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Affordability Targets and Thresholds
The analysis completed by EPS to date and interactions with City Council have confirmed the
City’s interest in increasing the availability of affordable housing in Longmont. The City Council
has expressed interest in a long term goal in which 10 percent of its housing stock be
permanently affordable. To achieve this goal, a multi-faceted approach will be required,
including the recommended incentive program outlined in this memorandum and additional
revenue dedicated for the City’s Affordable Housing Fund.
•

Rental Gaps: The housing needs and gaps analysis updated by EPS identified a shortage of
rental housing in Longmont, specifically for households earning more than 100 percent of
Area Median Income (AMI) and less than 50 percent of AMI. Therefore, the consensus of
staff and EPS is that the incentive program should target the creation of rental units at or
below 50 percent of AMI. The qualifying household income and corresponding rent levels are
updated annually based on HUD data. The units must be kept affordable for a minimum
period of 30 years, which would be an increase from the current requirement of 20 years.
The affordable unit gaps for rental units and pressure on the rental market in Longmont
warrant lengthening the affordability period for rental units. As well, 30 years corresponds
with typical financing periods for development projects.

•

Ownership Gaps: The gap analysis shows a reasonable balance of the supply and demand for
ownership households for households earning at or above 80% of AMI. However, the analysis
did identify that a household in Longmont earning below 80 percent of AMI cannot afford the
median home price. Therefore, it is recommended that the incentive program should target
the creation of for-sale units affordable to households earning 60 to 80 percent of AMI. The
units must be kept affordable for a minimum period of 10 years per current City Code. The
qualifying sale price is updated annually.

Targets and Thresholds Recommendations
The targets listed above are consistent with the existing standards and remain applicable. EPS
recommends that incentives should be offered by the City for projects that provide at least
10 percent of units as affordable based on the parameters described above. The focus of the
current effort is to make incentive program effective, in terms of a developer’s ability to
monetize the incentive and maintain project viability. Once traction has been established with
the recommended thresholds, it is recommended that the City revisit the standards every five
years to recalibrate and ensure that the degree of incentive continues to align with the cost of
providing the affordable units and City needs.

Potential Incentive Tools
A comprehensive list of incentive tools was developed during this process. These incentives were
selected from an extensive review of comparable examples used throughout the country and
tailored to address local conditions in Longmont. The tools were vetted through outreach to local
developers and housing stakeholders. The identified incentives were tested to estimate the value
they generated for the development project and to determine if they adequately offset the lost
revenue without over subsidizing the developer. Ultimately, the incentives recommended create
adequate monetary value for the project. This memorandum documents the value of the
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incentives recommended, their effectiveness, and the projected impact on the City using three
prototypical development projects. The following tools provided were identified as the most
appropriate and effective by EPS.

Fee Waivers and/or Offsets
The City of Longmont currently offers waivers of development fees for providing affordable units.
The City also currently reduces the water and sewer system development fees if projects meet
additional thresholds (over 10% affordable units in the development, targeting lower incomes
and/or offering longer periods of affordability). Based on current policy, these fees are backfilled
from funds in the Affordable Housing Fund. The residential development fees that are currently
waived, offset/backfilled, or not waived are shown in Table 1.
Table 1
Summary of Residential Development Fees

Fees Eligible to be WAVED per current code
Building Permit Fee
Plan Check fee
City Sales Tax
Electrical Connection fee
Parks Improvement Fees
Poly Cart Escrow Fee
Public Building Improvement Fee – to be changed to Recreation Fee 4-26-16
Storm Drainage System Capital Improvement Fee
Street Improvement Fee
Sprinkler inspection fee
Transportation Community Investment Fee – change to methodology approved 4-26-16
Water Pit Inspection Fee (applies only to Multi-Family)
Water Meter Installation Fee
Tapping Materials Fee
Sewer Inspection Fee
Fees Currently Eligible to be OFFSET from the Affordable Housing Fund
Sewer System Development Fee
Water System Development Fee (includes irrigation tap fees)
Windy Gap Surcharge
Fee not currently Eligible to be Waived or Offset
County Sales Tax
Warehouse Handling Fee
ECIF Residential Fee
ECIF Commercial Fee
Electrical Meters
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Density Bonus
The use of a density bonus was identified as a potential incentive that would motivate
developers. Currently, the City offers density bonuses for a variety of things within the City’s
PUD process. As part of this analysis, the value of expanding the density bonus to incent
affordable units has been documented.

Height Bonus
A height bonus is another incentive that gained traction within outreach efforts and was found to
have substantial monetary benefits for developers. The use of a height bonus is particularly
relevant with the land use designation changes being made as part of the larger Envision
Longmont effort, and exemplifies the original goal of the City to incorporate housing policy and
land use policy as part of the comprehensive plan update.

Property Tax Abatement
One incentive under consideration is the City’s ability to abate or rebate property tax. The City’s
portion (13.4 mills) of the total property tax burden can be used as financial incentive to
construct affordable units.

Other Tools Considered
Fee Payment Delay to Certificate of Occupancy

The delay of payment of development fees from time of permit issuance to when the
development receives a certificate of occupancy was considered. The City has previously
attempted to implement this in the past and had difficulty in administering it. The additional
value added to the developer was seen as an incentive but the developers interviewed had a
difficult time assessing its true value. This incentive is not recommended to be used.
Parking Reductions

Parking reductions was identified as a valuable incentive if the incentive can be taken advantage
of by the developer. Developers cited difficulty with getting financing without adequate parking
and also were concerned about how parking reductions would be received by adjacent
neighborhoods that may perceive the reduction as a burden to them. The City’s base current
standards are high enough to where flexibility for developments with affordable housing could
benefit from reductions. However, the City already offers reductions for a variety of reasons that
can be achieved with or without providing affordable housing. Currently, the City provides a
parking reduction for any unit age restricted to persons 60 and older or any unit that is
permanently affordable. These units are allowed to provide reduced parking of one parking space
per dwelling unit, which is less than the base standard. The current reductions offered by the
City create flexibility for developers already and should continue to be made available.
Reduced Development Standards

The reduction of development standards such as street widths was considered as a potential
incentive. Reducing development costs through flexible standards was seen as an effective
incentive to some developers. Identifying a specific set of rules or standards that would apply
across all developments would be difficult to define, and thus would likely require a case by case
review. Because this has the potential to become onerous on both the City staff and the
developer, it may not be realistic. The approach has merit and should continue to be vetted by
the City; the City should identify potential standards that could be reduced and explore ways to
incorporate these reductions in to the incentive policy.
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Expedited Plan Review/Processing

This potential incentive is identified routinely when communities are considering incentives.
Providing a timely development review process reduces interest carry costs and to a lesser
degree risk. Many communities purport to provide this however, the actual time savings is
debatable. Because of the lack of meaningful cost reductions evidenced in Longmont and in other
communities, this incentive was found to not have value that could be easily or directly created
for developers so is not recommended.

Value of the Incentives
A static pro forma was constructed for three prototypical housing developments to measure the
impact of providing 10 and 20 percent of units as affordable. Three prototypical programs are
modeled after recent development projects in Longmont. The three prototypical developments
include:
•

Garden Style Apartment Complex – A 300-unit, three-story garden “walk up” apartment
complex built on 10 acres. Parking for the project is provided with a mixture of surface lots
and individual garages that are either stand alone or built into the larger apartment buildings.

•

Urban Apartment Complex – A 170-unit, four-story apartment building built on two acres.
Parking for the project is provided in an above ground parking garage that is wrapped by the
residential units.

•

Townhome Project – A 12-unit attached for-sale townhome project built on one acre.
Parking is located within attached two-car garages.

Each prototype project was modeled using data compiled from market research and interviews
with local developers to get estimated rent rates and construction costs. The value of the
recommended three primary incentives—which include fee waivers/offsets, density bonus, and
height bonus (where applicable)—was measured to identify the needed level of incentive to
offset the lost revenue of providing the affordable units.
The estimated percent of waived development fees needed to offset lost project revenue was
identified for each project type. The additional benefit from a height or density bonus was then
measured to identify how the combination of fee waivers and bonuses could be used. The
modeling of the impact on the prototypical projects illustrated that no single level of incentive
has the same impact on each project. Implications identified during the modeling exercise that
impact the incentive policy structure are as follows:
•

The incentives offered had varying degrees of impact on each project type.

•

The gap between the market rental rate/sales price and the allowable affordable rental
rate/sales price has the biggest impact on the gap created by providing affordable units in a
project. In other words, the lower the income trying to be reached, the higher the subsidy
needed to offset the loss in revenue.

•

Closing the project gap for the Urban Apartment prototype was more difficult because this
type of project is commanding a higher rental rate, thus a larger gap.

•

Recent townhome projects in Longmont have units selling for slightly more than the price of
an affordable home for a household earning 80 percent of AMI. Despite this, an incentive is
still useful to add the deed restriction to the unit that maintains the affordability of the unit
over a period of time.
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The optimal percent of fee waivers was identified for rental projects and ownership projects to
determine a potential common set of incentives the City can provide. Each was measured to
identify the needed level of incentive to bring the gap/surplus to a very small margin of total
project costs, in this analysis one percent. If the incentive reduced the gap/surplus to within one
percent of the total project cost, it was deemed to make the project equal in terms of anticipated
returns. The model results (shown below) indicate that some prototypes have an apparent
surplus after incentives but they still fall within one percent of project costs and are likely not an
actual surplus.

10 Percent of Units as Affordable
Table 2 illustrates the estimated gap in project revenue if 10 percent of units are provided as
affordable.
Rental Analysis - The analysis determined that waiving 60 percent of the development fees
for all units in a rental project would offset the impacts to the project providing the minimum
level of affordable units (10 percent). The addition of height or density bonus reduced the
needed fee waiver to 30 percent for these rental projects.
For-Sale Analysis - The analysis of the impact on the Townhome prototype found that a fee
waiver for all units of 15 percent OR a density bonus was sufficient to offset the modest
differences in price points could entice a developer to participate. Analysis was also
completed for the townhome prototype to understand the incentive needed for affordable
units that are priced at 60 percent of AMI. The analysis found that waiving 40 percent of fees
would be an adequate incentive to include 10 percent of units affordable at 60 percent of
AMI.

20 Percent of Units as Affordable
Table 3 illustrates the estimate gap in project revenue if 20 percent of units are provided as
affordable and the corresponding impact the potential incentives would have on the project gap
for each prototype project. Providing 20 percent of units as affordable has a significant impact on
the subsidy needed to offset lost revenue.
Rental Analysis - For the rental prototypes, waiving/backfilling all development fees by
itself is not sufficient to equalize project return for the Urban Apartments; however, adding
or providing a density or height bonus does get it within our acceptable window. The Garden
Apartments prototype is able to equalize project returns by providing a density bonus and 90
percent of fees waived.
For-Sale Analysis - Development fee waivers for Townhomes must be increased to
30 percent to offset the projected revenue loss of providing 20 percent affordable units at
80% of AMI. If for-sale units are priced at 60% of AMI, a reduction of 80 percent of fees is
needed.

Property Abatement/Rebate
An alternative to waiving development fees would be to abate or rebate the City’s portion (13.4
mills) of the development projects property tax for 10 years. The value of this incentive was
measured to judge its impact on addressing the project revenue gap. An abatement/rebate of
100 percent of the property tax for each project prototype for 10 years provides substantial

Memorandum
Recommended Affordable Housing Incentive Policy

May 5, 2016
Page 7

value to the project but alone does not close the gap in project revenue for the Garden and
Urban Apartment projects but does for the Townhomes prototype, as shown in Table 4.
The use of this tool could also be considered in combination with height or density bonuses.
Table 4 shows that abating/rebating 50 percent of the City’s property tax for 10 years in
combination with a density bonus (for Garden Apartments) or height bonus (for Urban
Apartments) would close the gap in lost revenue for the project. The Townhome prototype does
not need additional gap closure funds if a density bonus is provided.
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Table 2
Impact of Incentives on Project Revenue Loss by Project Type

Description

Garden Apartments
10% Affordable Units
10% Affordable Units
and 20% Increase
Density

Total Units
Affordable Units
% of Total
Total Project Cost
Project Gap [1]

Percent of Revenue Source
% of Total
Development/Impact Fees: Waivable
60.0%
Development/Impact Fees: Backfill Requirement
60.0%
Total
Remaining Gap/Surplus
Gap/Surplus as % of Total Project Cost

Urban Apartments
10% Affordable Units

10% Affordable Units
and 2 Added Floors

Townhomes
10% Affordable Units
10% Affordable Units
and 20% Increase
Density

300
30
10%

360
36
10%

170
17
10%

221
22
10%

12
1
10%

15
2
10%

$48,373,810
$1,589,121

$57,155,388
$831,078

$30,838,724
$1,167,709

$39,269,039
$565,000

$3,125,193
$33,509

$3,789,877
N/A

% of Total

$1,251,229
$290,052
$1,541,281
$47,840
0.1%

30.0%
30.0%

% of Total

$750,467
$167,706
$918,173
$87,096
0.2%

60.0%
60.0%

% of Total

$688,904
$191,772
$880,676
$287,033
0.9%

30.0%
30.0%

% of Total

$446,706
$115,164
$561,870
$3,130
0.0%

15.0%
15.0%

% of Total

$15,687
$8,688
$24,375
$9,134
0.29%

0.0%
0.0%

$0
$0
$0
N/A

[1] Project gap based on an equal percent return (net revenue divided by project cost).
Source: City of Longmont: Economic & Planning Systems
H:\143065-Longmont Comprehensive Plan\M odels\[143065-Longmont Incentive Impact M odel-4-13-16.xlsm]Gap Closure-10%

NOTE: Certain fees or calculation methodologies are changing effective May 26, 2016 as noted on Table 1. The calculations above used the
current system of fee calculation. It is not anticipated, however, that there will be a significant monetary change to these calculations and
these should continue to be a fair representation of a project’s fee cost.
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Table 3
Impact of Incentives on Project Revenue Loss by Project Type, 20% Affordable

Description

Garden Apartments
20% Affordable Units
20% Affordable Units
and 20% Increase
Density

Total Units
Affordable Units
% of Total
Total Project Cost
Project Gap [1]

Percent of Revenue Source
% of Total
Development/Impact Fees: Waivable
100.0%
Development/Impact Fees: Backfill Requirement
100.0%
Total
Remaining Gap/Surplus
Gap/Surplus as % of Total Project Cost

Urban Apartments
20% Affordable Units

20% Affordable Units
and 2 Added Floors

Townhomes
20% Affordable Units
20% Affordable Units
and 20% Increase
Density

300
60
20%

360
72
20%

170
34
20%

221
44
20%

12
2
20%

15
3
20%

$48,373,810
$3,178,241

$57,155,388
$2,738,022

$30,838,724
$2,335,419

$39,269,039
$2,083,022

$3,125,193
$67,018

$3,789,877
N/A

% of Total

$2,085,381
$483,420
$2,568,801

90.0%
90.0%

$609,440
1.3%

% of Total

$2,251,402
$503,118
$2,754,520
$16,498
0.03%

100.0%
100.0%

% of Total

$1,148,173
$319,620
$1,467,793
$867,625
2.8%

100.0%
100.0%

% of Total

$1,489,021
$383,880
$1,872,901
$210,121
0.5%

30.0%
30.0%

% of Total

$31,373
$17,376
$48,749
$18,268
0.58%

0.0%
0.0%

$0
$0
$0
N/A

[1] Project gap based on an equal percent return (net revenue divided by project cost).
Source: City of Longmont: Economic & Planning Systems
H:\143065-Longmont Comprehensive Plan\M odels\[143065-Longmont Incentive Impact M odel-4-13-16.xlsm]Gap Closure -20%

NOTE: Certain fees or calculation methodologies are changing effective May 26, 2016 as noted on Table 1. The calculations above used the
current system of fee calculation. It is not anticipated, however, that there will be a significant monetary change to these calculations and
these should continue to be a fair representation of a project’s fee cost.
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Table 4
Value of Property Tax Abate/Rebate Incentive

Description

Garden Apartments
10% Affordable Units
10% Affordable Units
and 20% Increase
Density

Total Units
Affordable Units
% of Total
Total Project Cost
Project Gap [1]

Percent of Revenue Source
Longmont Property Tax
Total
Remaining Gap/Surplus
Gap/Surplus as % of Total Project Cost

10% Affordable Units

10% Affordable Units
and 2 Added Floors

Townhomes
10% Affordable Units
10% Affordable Units
and 20% Increase
Density

300
30
10%

360
36
10%

170
17
10%

221
22
10%

12
1
10%

15
2
10%

$48,373,810
$1,589,121

$57,155,388
$831,078

$30,838,724
$1,167,709

$39,269,039
$565,000

$3,125,193
$64,585

$3,789,877
N/A

% of Total
100.0%

Urban Apartments

% of Total

$1,100,835
$1,100,835

50.0%

$488,285
1.0%

[1] Project gap based on an equal percent return (net revenue divided by project cost).
Source: City of Longmont: Economic & Planning Systems
H:\143065-Longmont Comprehensive Plan\ M odels\ [143065-Longmont Incentive Impact M odel-4-13-16.xlsm] Gap Closure-10%-Prop tax

% of Total

$660,501
$660,501
$170,577
0.3%

100.0%

% of Total

$672,344
$672,344
$495,365
1.6%

50.0%

% of Total

$437,024
$437,024
$127,976
0.3%

100.0%

% of Total

$65,214
$65,214
$629
0.0%

0.0%

$0
$0
N/A
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Recommended Incentive Program
Based on the testing of the impact of the incentives, the following recommendations were
developed. The recommendations are the framework for the revised incentive policy the City
should adopt.

Overall Approach
The current incentive program for the City is somewhat complicated. The program requires a
developer to apply for incentives and calculate the level of potential incentive based on a
worksheet and formula. The incentive level offered varies depending on multiple factors including
increasing incentives for units targeted at lower AMI levels. Applying for the incentives is an
additional step, outside the development approval process, that must be taken.
EPS recommends:
•

The City simplify its incentive program to have a few clear thresholds for obtainment and
focus the program on incenting units at the 50 percent of AMI level for renter households and
60 to 80 percent of AMI level for ownership units.

•

Staff should work to identify opportunities for affordable housing to be considered a
permitted or limited use in appropriate zoning districts. This means that residential or mixed
use projects providing affordable housing could go through an administrative review process
with staff, rather than going to Planning and Zoning Commission or City Council for approval.
By allowing for administrative review, there will be less risk for development projects that
expand the affordable housing inventory. These opportunities will be evaluated during the
Land Development Code updates.

•

The incentive program is aimed at enticing market rate developers to include affordable units
within their projects, and to aid in the development of affordable units by non-profit
affordable housing providers. Development projects using additional state and/or federal
financing programs (i.e., tax credits) should be required to provide units at lower AMI levels
(< 40% of AMI for rental projects and < 60% of AMI and under for for-sale projects).

•

The incentive program should be promoted to developers within pre-development meetings
by either or both Planning and Development Services staff and Housing and Community
Investment Division staff. Staff in both Divisions should be well versed in the incentives and
what they can mean for developments since opportunities to discuss affordable housing
options can occur at any time.

Fee Waiver
Going forward, the City should waive fees that are currently eligible for fee waivers (see Table
1) and not offset/backfill the water and sewer water development fees, but waive them similar to
the other fees. Fee waivers should be the first incentive offered to developers since they have
the largest impact on the developer’s pro forma. The City Council also expressed an interest in
waiving all fees (except for the County Sales Tax) and should also consider that option.
For-Rent Projects

•

10% of units affordable - The City should waive 60 percent of all eligible fees for
developments that provide 10 percent of units affordable at 50% of AMI. This incentive
alone has the potential to be attractive enough for the developer. Additional incentives
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should also be offered and coupled with the fee waivers. If the developer wants to use a
height or density bonus, then only 30 percent fee waiver should be provided.
20% of units affordable - If over 20 percent or more of units are affordable, then up to 100%
of eligible fees should be waived.

For-Sale Projects

The City should waive 15 percent of all eligible fees for developments that provide 10 percent of
units affordable at 80% of AMI. For each subsequent 10 percent of units provided as affordable,
an additional 15 percent of fees should be waived. No fees should be waived if the development
project uses the density bonus incentive.
The City should waive 40 percent of all eligible fees for developments that provide 10 percent of
units affordable at 60% of AMI. If 20 percent of units are provided as affordable, 80 percent of
fees should be waived. If the project uses a density bonus, up to 15% of fees should be waived.

Development Bonuses
The development bonuses, either density or height, were designed to align with the land use
categories developed as part of Envision Longmont. The recommended bonuses more easily
apply to zoning standards but the City is planning on updating its Land Development Code (LDC)
to align with the revised land use categories, therefore the bonuses were designed as
recommendations for future revised zoning standards. Land use categories proposed as part of
Envision Longmont are shown within the Future Land Use Map. (Figure 1)
Density Bonus

The City should provide additional density for affordable development projects located on parcels
within Single-family Neighborhood, Mixed Neighborhoods, Neighborhood Center and Multi-family
land use categories, as shown in Table 5. The current maximum for zoning districts associated
with these designations range from 5 to 25 dwelling units per acre. As noted before, the LDC and
zoning regulations are being updated to align with the new land use categories developed as part
of the Envision Longmont process. Accordingly, a 20 percent increase in the allowable density
per zoning district should be provided for zoning districts associated with the Single-family
Neighborhood, Mixed-Neighborhood, Neighborhood Center and Multi-family Neighborhood land
use categories, as shown in Table 5.
Height Bonus

The City should provide additional height for affordable development projects located on parcels
within the Neighborhood Center, Multi-Family Neighborhoods, Downtown/CBD, Regional Center,
Mixed-Use Corridor, and Mixed-Use Employment land use categories. The current height
maximums for zoning districts in these areas range from 40’ to 65’ or three to six stories. If
affordable units are provided, an additional two stories should be allowed. This additional height
will allow developers to have greater flexibility with building forms. Accordingly, the base
maximum height in most of these land use categories should be 4 stories (more or less for some
categories), as shown in Table 5.
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An additional two stories of development should be allowed, going from four stories to six
stories, in the Multifamily Neighborhood, Regional Center and Mixed-Use Employment land use
categories. Within the Mixed Use Corridor areas a maximum of seven stories should be allowed
as the incentive, which will allow for as much as three additional stories above the four. Within
the Downtown/CBD category, additional height over the current max of 45’ to 50’ should only be
allowed in areas outside of the historic core of the downtown. The specific zoning districts that
would allow additional height should be defined as part of the LDC update. Within the
Neighborhood Center category, the typical height, as proposed within Envision Longmont, is two
stories. One additional story (3 stories) should be allowed by including affordable units.
The City should allow for increased building heights for more than just affordable housing.
Therefore, the land use categories in Envision Longmont (Adoption draft – May 2016) specify
where additional height may be warranted and which parameters would be considered to allow
for additional height. The parameters, depending on land use category, include incorporation of
affordable units, a vertical mix of residential and non-residential uses, and/or developments
located within ¼-mile of a high-frequency transit. The specifications to where and when
additional height is allowed should be provided within the updates to the LDC. In addition,
development abutting lower-intensity, residential neighborhoods should be required to provide
transitions in massing and height.
Table 5
Proposed Density and Height Bonus Incentives

Land Use Categories

Density Maximum

Incentive

Height Maximum

Incentive

Single Family Neighborhood

Varies by zoning
category

20% increase above
zoning maximum

30' by current zoning
categories

None

Mixed Neighborhood

Varies by zoning
category

20% increase above
zoning maximum

30' by current zoning
categories

None

Neighborhood Center

25 dwelling units per
acre

20% increase above
zoning maximum

2 stories

Up to 1 additional story

Multi-family Neighborhood

35 dwelling units per
acre

20% increase above
zoning maximum

4 stories

Up to 2 additional
stories

Downtown/CBD

No Maximum

None

4 stories

Up to 2 additional
stories outside of
historic downtown area

Regional Center

No Maximum

None

4 stories

Up to 3 additional
stories depending on
location

Mixed Use Corridor

No Maximum

None

4 stories

Up to 3 additional
stories depending on
location

Mixed-Use Employment

No Maximum

None

4 stories

Up to 2 additional
stories

Source: Economic & Planning Systems
H:\ 143065-Longmont Comprehensive Plan\ Dat a\ [143065-Land Use and Zoning Densit y and Height M aximums.xlsx] Incentives
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Incentive Approach Recommendations Summary
EPS recommends that the City use fee waivers as a primary tool for incentivizing the
construction of affordable units. In addition to the fee waivers, the use of a height or density
bonuses should be offered. Figure 2 provides the applicable fee waivers associated with using
other incentives and for each targeted AMI level. The abatement/rebate of property tax is
alternative to fee waivers that could be used an incentive tool by the City.
Figure 2
Incentive Program Summary Diagram

Dev. Type Incentive Options Provisions
Waiver Only
Pct. Of Fee Waived
Pct. Of Fee Waived
Rental
Density Bonus
(50% AMI) Package Option
Pct. Of Fee Waived
Height Bonus
Waiver Only
Ownership
(80% AMI) Package Option

Waiver Only
Ownership
(60% AMI) Package Option

10% of Units
60%
30%
20%
30%
2 to 3 Floors

20% of Units
100%
100%
20%
100%
2 to 3 Floors

Pct. Of Fee Waived
Pct. Of Fee Waived
Density Bonus
Pct. Of Fee Waived
Height Bonus

15%
N/ A
20%
N/ A
N/ A

30%
N/ A
20%
N/ A
N/ A

Pct. Of Fee Waived
Pct. Of Fee Waived
Density Bonus
Pct. Of Fee Waived
Height Bonus

40%
N/ A
20%
N/ A
N/ A

80%
15%
20%
N/ A
N/ A

Source: Economic & Planning Systems
H:\143065-Longmont Comprehensive Plan\Reports\ [143065-AFH Incentive M atrix.xlsx]Incentive Opt ions

Impact of Incentives on the City
The proposed incentive approach will result in the City contributing funds (directly or indirectly)
to the incentive program. The primary form of contribution is through the loss of revenue to its
development related to its residential development fees and community investment capital funds
(Park Improvement Fee, Storm Drainage System, Sewer and Water Development fees, etc.).
The level of forgone revenue from waived or backfilled fees vary by prototype because the
projects vary in size (number of units) and cost of development, but the amount of fees
waived/backfilled is similar on a per affordable unit provided basis, as shown in Table 5. For the
Garden Apartments prototype, waiving/backfilling of 60 percent of fees totals $1.5 million. This
equates to an investment of $51,376 per affordable unit provided. When coupling fee reduction
and density bonus, the revenue forgone per affordable unit is $25,505. For the Urban
Apartments prototype, the total amount of revenue waived/backfilled is less but approximately
the same on a per affordable unit basis at $51,804 without density/height bonuses and $25,424
with the bonuses. The amount of revenue waived/backfilled for the Townhomes prototype is
approximately $10,000 per affordable unit.
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The development and impact fees were modeled in two groups: fees that could be waived and
fees that need to be backfilled by the City. Currently, the City only backfills fees for the water
and sewer development fund from the Affordable Housing Fund. Table 6 illustrates the amount
of money that the Fund would have to pay to backfill the water and sewer system development
fund from the Affordable Housing Fund. For the Garden Apartments prototype, if only the fee
waiver incentive is used then $290,052 would be needed to backfill the water and sewer
development fund and would generate 30 affordable units. For the Urban Apartments, $191,772
would be needed to backfill the fund and would generate 17 affordable units. For the Townhomes
prototype, $8,688 per affordable unit would be needed to backfill the fund.
As noted, the funds currently used to backfill the water and sewer development fund come from
the City’s Affordable Housing Fund. The City recently has approved contributing $425,000 from
the General Fund on an annual basis (with an additional $100,000 being transferred from the
Human Services Agency funding - at least for this current budget year) to the Affordable Housing
Fund. The amount of money needed to backfill the fund for the Garden Apartments prototype at
$290,052, which is for one project, would account for 60 percent of the annual funds in the
Affordable Housing Fund. The average amount of funds needed for backfilling the fund per
affordable unit generated is $9,879. If the Affordable Housing Fund is the source for the funds
and the City is able incent its goal of 10 percent of new units annually (50 units per year on
average), the City would be using all of its available funds for the incentive program.
It is EPS’ understanding that the City is legally able to waive impact fees. The City could choose
to not backfill fees to the water and sewer fund. The City should consider not backfilling these
fees and keeping the funds that would otherwise be offsetting these fees in the Affordable
Housing Fund to aid in the generation of affordable units that are targeted at households earning
less than the targets for the incentive program. Generating affordable units for very low income
households (30% to 40% of AMI for renter households) likely cannot be done through an
incentive program and by the private sector, but these same incentives are necessary to support
the lower income projects our local non-profit housing developers and Longmont Housing
Authority can do with additional support of the City’s Affordable Housing Fund and the CDBG and
HOME programs. The Affordable Housing Fund is our prime mechanism and resource for
reaching and developing housing for lower income populations.
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Table 6
Impact of Incentives on City

Description

Garden Apartments
10% Affordable Units
10% Affordable Units
and 20% Increase
Density

Total Units
Affordable Units
% of Total

300
30
10%

Revenue Source
% of Total
Development/Impact Fees: Waivable
60.0%
Development/Impact Fees: Backfill Requirement
60.0%
Total
Revenue per Affordable Unit

$1,251,229
$290,052
$1,541,281
$51,376

Total Forfeited Revenue to City
Revenue per Affordable Unit
Total Funds Needed from AH Fund
Revenue per Affordable Unit

$1,251,229
$41,708
$290,052
$9,668

Urban Apartments
10% Affordable Units

360
36
10%
% of Total
30.0%
30.0%

170
17
10%
% of Total

$750,467
$167,706
$918,173
$25,505
$750,467
$20,846
$167,706
$4,659

10% Affordable Units
and 2 Added Floors

60.0%
60.0%

221
20
10%
% of Total

$688,904
$191,772
$880,676
$51,804
$688,904
$40,524
$191,772
$11,281

Townhomes
10% Affordable Units
10% Affordable Units and 20% Increase
Density

30.0%
30.0%

12
1
10%
% of Total

$446,706
$115,164
$561,870
$28,094
$446,706
$22,335
$115,164
$5,758

15.0%
15.0%

15
2
10%
% of Total

$15,687
$8,688
$24,375
$24,375
$15,687
$15,687
$8,688
$8,688

0.0%
0.0%

$0
$0
$0
$0
$0
$0
$0
$0

Source: City of Longmont: Economic & Planning Systems
H:\ 143065-Longmont Comprehensive Plan\ M odels\[ 143065-Longmont Incent ive Impact M odel-4-13-16.xlsm] Impact on City

NOTE: Certain fees or calculation methodologies are changing effective May 26, 2016 as noted on Table 1. The calculations above used the
current system of fee calculation. It is not anticipated, however, that there will be a significant monetary change to these calculations and these
should continue to be a fair representation of a project’s fee cost.
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Additional Revenue Sources
The incentive program has the potential to generate affordable units, but likely will not generate
enough units to reach the City’s goal of 10 percent of all units being affordable. Furthermore, the
incentive program is most successful targeting the creation of affordable units at the near-tomarket-rate levels of the affordable housing spectrum.
To address the needs of the residents with special needs, at risk populations (near homeless or
seniors), and/or with very low incomes, the City will also need to focus funding on housing for
these groups. The contribution to the Affordable Housing Fund from the General Fund is a great
first step, but additional ongoing dedicated funding source(s) is needed to adequately fund
affordable housing efforts.
Based on additional research, recommendations from the Workforce Housing Task Force, the
outreach efforts for this process, and discussions with City Council, a short list of potential
revenue sources were developed. Below is a refined list of potential revenue sources the City
should consider. As described previously, the City has dedicated$425,000 annually to the
Affordable Housing Fund from the General Fund. To adequately fund the Affordable Housing
Fund, the City should aim to generate over $1 million in funds annually. An estimate for the
subsequent tax or fee that would be needed to generate $500,000 annually is provided. Council
could also consider using a combination of fees/taxes to spread the cost and/or could strive to
get to $1 million annually and release the contribution from the General Fund (recommended
only if at least $1 million total is generated).

Additional Taxes
Dedicated Sales Tax

A dedicated sales tax could be created to fund the affordable housing revenue source. The City
could choose not to apply the tax to groceries or prescription medicine in order to reduce the
impacts on lower income persons/households. The sales tax rate needed to adequately fund
affordable housing (0.05% to raise $1 million annually; or 0.025% to raise $500,000 annually) is
not significant and could potentially be coupled with other similar efforts needing funding in one
ballot initiative. This tax approach generated the most potential support among the groups
surveyed during this process and from previous meetings with City Council.
Excise Tax

An excise tax would require both residential and commercial development pay a fee per square
foot of new floor area created. A collection system would need to be created. This tax would
generate revenue at the rate of development and would require voter approval. To generate
$500,000 annually a tax of $1.00 per square foot would need to be charged. The range of tax
from other communities that have an excise tax is $0.50 to $13.00 per square foot.
Use Tax

The use tax rate on construction materials could be increased for new development and
dedicated for affordable housing. It would utilize the existing use tax collection system and would
be an increase to the existing tax rate of 3.275%. This approach would also require voter
approval. In 2015 the City collected $3.5 million in use tax from lumber use. Using this as a
proxy for potential use tax generation for new construction, an additional 0.5% percent use tax
would need to be applied to generate $500,000 annually. Communities with a use tax for
affordable housing charge between 0.35% and 3.00% specifically for affordable housing.
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Occupational Tax

An occupational privilege tax assesses a tax per employed person in Longmont. This tax would
link affordable housing to employment growth. This approach would also require voter approval.
Longmont’s total employment is approximately 35,000. A tax of $14 per employee per year
($1.17 per month) would need to be applied to generate $500,000. Communities that have an
occupational privilege tax charge between $4 and $10 per employee per month.

Fees
Linkage Fees

A linkage fee would be a fee charged on new development, similar to an impact fee that would
link the fee with the impact of new development to affordable housing. The fee does not require
voter approval but would require a nexus study to document a nexus between fees and the
beneficiaries. In some communities, a small fee that applies to a broad class of land uses
generates a strong revenue stream without a large burden on any one type of development
or use. If the linkage fee was charged to new development, a fee of $1.00 per square foot of
building square feet would generate $500,000.
Recording or document fee

A recording fee is charged for registering or recording a real estate purchase or sale, so that it
becomes a matter of public record. There are no apparent precedents in Colorado for cities to
charge supplementary recording or documentary fees in addition to what is charged at the
county level.
The City of Longmont does provide a service by sending documents for recording to the County.
The City could potentially charge a fee for these documents, however, the number of documents
the City records is relatively minimal and would likely require a large fee to generate any
significant revenue and likely could not generate enough revenue to adequately fund the
Affordable Housing Fund. Therefore, this option is not viable.

