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Cornerstone Calculator

http://www.affordableownership.org/inclusionary-housing/inclusionary-housing-
calculator-tool/



Residual Land Value

RLV	=	Developer	Maximum	Land	Budget
Given	a	set	of	capital,	construction,	operating	costs,	and	revenue	assumptions
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Housing Development Feasibility

 

Stacked flats
Doesn't pencil
Insufficient data

Financially feasible building types
if the land value is $0

 

4 over 1
Stacked flats
Doesn't pencil
Insufficient data

Financially feasible building types
if the land value is $0

 

Residential tower
4 over 1
Stacked flats
Doesn't pencil
Insufficient data

Financially feasible building types
if the land value is $0

Stacked Flats

4 over 1 (podium)

Residential Tower
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Including	Affordable	Housing
(e.g.,	20%	of	units	at	80%AMI)
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The Impact of Affordable Units Without 
Incentives

 

From res. tower to 4 over 1
From 4 over 1 to stacked flats
From stacked flats to infeasible
No change (still feasible)
No change (still not feasible)
Insufficient data

How does the setaside change feasibility?

IZ	Policy
20%	Set	Aside	
80%	of	MFI
$0	Land	Price
No	Incentives

https://commons.wikimedia.org/wiki/File:Radom_office_park.jpg



Austin Example

https://mapcraftlabs.github.io/austin/austin.html



Offsetting Financial Incentives
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Section III: Optimizing the Effectiveness of Incentives for Inclusionary Development

Incentives are required to accompany IZ in most settings 
to ensure the desired development and avoid adverse 
effects in the market. They key question is: what type and 
mix of incentives makes most sense? The answer is that 
it depends on local market (and submarket) conditions 
and development product type, as summarized in 
Section I. The value of incentives will also need to reflect 
the costs (in lost economic value) of the affordability 
set aside and income targeting goals, as discussed in 
Section II. 

Local communities have four primary incentives available 
to encourage multifamily development, any and all of 
which can complement an inclusionary zoning program. 
These incentives are detailed in the table at right.

To understand how developers would respond to incentives given a particular 
construction type (stacked flat, four over one, and residential tower) and local market 
conditions (rent/purchase price, construction costs, land prices, etc.), we used building 
prototypes and pro formas to standardize the financial analysis. To aid in conducting 
sensitivity analysis, we used computer algorithms to run many pro forma permutations.

Incentive Description Examples

Direct development 
subsidies

One-time funds that defray 
construction related costs

Land write downs, grants, low- 
or no-interest loans

Tax abatements 
or other operating 

subsidies

 

Regular payments or operating 
cost reductions

Property tax abatements are the 
most common form of operating 
subsidy

Reduced parking 
requirements

Allow developers to provide 
fewer parking stalls than would 
otherwise be required

Exempt affordable units from 
parking requirements

Density bonuses Allow developers to build 
larger buildings than otherwise 
allowed

Increase allowable height or 
floor area ratio in exchange for 
the provision of affordable units
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Direct	Subsidies

Operating	Subsidies

Reduced	Parking

Density	Bonus

Cost-
oriented

Revenue-
oriented

Construction
-oriented

Operations
-oriented

Grants,	tax	credit	equity,	
targeted	loans	(deferred	
interest,	low-interest,	

etc.)

Land	write	downs,	
parking	minimum	

reductions	+	
maximum	reductions,	
streamlined	processes,	

fee	waivers

Relaxed	height	and/or
FAR	restrictions,

Section	8
Property	tax	abatements



Stacked Flat $2.25 Market Rent

Residual Land 
Value $/SF

(Land Budget) 

Infeasible

$0

$210
Current 
Market

IZ Policy Offset – Incentive Comparison

$50IZ Policy:
20% set aside
80% AMI target

+$9
($59)

+$7
($57)

Full property 
tax abatement:

(1.5% rate reduction)

Parking Reduction
50% of spaces

$66
($50 + $9 + $7)

After Incentives



4 over 1 Podium $3.25 Market Rent

Residual Land 
Value $/SF

(Land Budget) 

Infeasible

$0

$210
Current 
Market

IZ Policy Offset – Incentive Comparison

$80
IZ Policy:
20% set aside
80% AMI target

+$35
($115)

+$95
($175)

Full property 
tax abatement:

(1.5% rate reduction)

Parking Reduction
50% of spaces

$210
($80 + $35 + $95)

After Incentives

$145
$157

= Stacked Flat $3.25 Market Rent



Financial Incentive Complications
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Direct	Subsidies

Operating	Subsidies

Reduced	Parking

Density	Bonus

• Sources	of	grant	funds?
• Opportunity	cost	of	forgone	revenues?
• Org	capacity	to	streamline	processes?
• Subsidizing	land	market?

• Sources	of	grant	funds?
• Tax	abatements	undermine	TIF?
• How	big	is	the	tax	burden?
• Funds	to	offset	forgone	$?

• Not	right-sized	already?
• Incite	affordable	housing	pushback?

• Not	right-sized	already?
• Valuable	in	desired	geographies?
• Org	capable	of	regular	calibration?
• Incite	affordable	housing	pushback?



IZ Tightrope or…



…Economic Teeter-Totter?

Deeply	
Affordable	
Housing

Supplementa
l	Subsidy

Ubiquitous	
Subsidy

Market-rate	
Housing



Takeaways

• Value	is	capitalized	in	the	Land
• Highest	and	best	use	can	change	with	IZ	impacts
• Large-scale	IZ	programs	generally	require	incentives	to	maintain	

housing	production	levels

• Flexible	programs	are	less	likely	to	cause	market	disruptions	
(unintended	consequences)
• One	size	fits	all	vs.	sub-regional	vs.	project-based	calibration
• Revisiting	requirements	/	incentives	as	realities	change
• On	site	requirement	vs.	offsite	vs.	opt-out

• So	much	unaddressed	here!
• Ownership	vs.	Rental	Policy	(e.g.,	TIF	vs.	property	tax	abatement)
• Varied	effectiveness	of	incentives,	especially	due	to	HOA
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Market vs. Affordable Rent Varies within Cities



IZ Setaside vs. Income Target Tradeoff
Stacked	Flat	-- Rent	@	$2.25/SF4	over	1	(podium)	-- Rent	@	$3.25/SF

Indifference	
Curve

21%	vs.	17%
setaside

62%	vs.	31%
setaside



Net Cash Flow Distributions (“Waterfall”) 

Internal	Rate	
of	Return	%

8

12

15

18

Initial	Return
Tranche

Second	Return
Tranche

Third	Return
Tranche

Underwriting
Target

60%

25
%

40%

75%

Equity Developer


