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EXECUTIVE RECOMMENDED PLAN


Residential Density Incentive Program
Code Study


I. Overview
A. Introduction and Summary of Findings
The King County Comprehensive Plan 2020 Midpoint Update Scope of Work, adopted by King County on February 26, 2019, directed a code study on the County's Residential Density Incentive Program. 

Review the County's Residential Density Incentive Program at King County Code 21A.34 to determine if any changes are needed to increase its use and improve its effectiveness.

Staff from the Department of Community and Human Services led this effort, with support and input from the Permitting Division of Department of Local Services, the Department of Natural Resources and Parks, and the Office of Performance, Strategy and Budget.

As described below, this study finds that changes to the Residential Density Incentive Program are necessary to improve its use and effectiveness. Due to insufficiently aligned incentives in the program and predominately low-density development patterns in urban unincorporated King County, the Residential Density Incentive Program is significantly underutilized. This study recommends recalibrating the incentive and income limits for affordable rental housing, refocusing the incentive on affordable housing production, and exploring new tools and models to achieve the goals of the Residential Density Incentive Program.

B. Study Overview and Context
This study includes the following sections.
· Overview of the current Residential Density Incentive Program.
· Literature and best practices review of density incentives and inclusionary housing policies.
· Analysis of the eligible parcels and the program’s potential benefit.
· Recent large-scale housing developments in unincorporated King County.
· Input from interviews with housing developers.
· Recommended changes to the Residential Density Incentive Program.
· Conclusion and recommended next steps.

As this report was written, coordination was done with a number of King County efforts as outlined below. 

Transfer of Development Rights (TDR) Program
The first is a program review of the Transfer of Development Rights (TDR) Program, performed under Workplan Action Item #4 of the 2016 King County Comprehensive Plan by staff from Department of Natural Resources and Parks. The two efforts are linked because the current Transfer of Development Rights and Residential Density Incentive programs both seek to preserve open space in King County, and the Transfer of Development Rights program review analyzes the potential of using the program to promote housing affordability, among other updates. Staff from the Department of Community and Human Services and the Department of Natural Resources and Parks met to consider the ways the two programs complement, duplicate, and/or compete with each other, and to develop recommendations to address the issues identified. 

Regional Affordable Housing Task Force
This study is also written in the context of the Regional Affordable Housing Task Force’s Five-Year Action Plan and Final Report and the Affordable Housing Committee of the Growth Management Planning Council. This study may inform efforts King County and the Affordable Housing Committee will take to develop model ordinances or provide technical assistance to partner jurisdictions.

The Regional Affordable Housing Task Force’s overarching goal is to strive to ensure no households earning less than 80% of area median income (AMI) are housing cost burdened, with a priority for serving the needs of households earning less than 50% of AMI. The Five-Year Action Plan includes strategies that this study partially addresses:
· Goal 3, Strategy A: Implement comprehensive inclusionary/incentive housing policies in all existing and planned frequent transit service to achieve the deepest affordability possible through land use incentives to be identified by local jurisdictions, and
· Goal 6, Strategy A: Update zoning and land use regulations (including in single-family low-rise zones) to increase and diversify housing choices. 

Land use policies such as the Residential Density Incentive Program are a tool best suited to serving the housing needs of households earning between 50% and 80% AMI, which is at the higher range of the focus of the Task Force’s recommendations.

Subarea Planning in Community Service Areas
The Department of Local Services is in the process of finalizing a Subarea Plan for Skyway-West Hill, and are next scheduled to develop a Subarea Plan for the North Highline Unincorporated Area next, with a scheduled for completing subarea plans for all Potential Annexation Areas and Community Service Areas by 2029. One of the major themes of the community input from Skyway residents was concerns regarding gentrification and displacement. The Residential Density Incentive Program, or an improved version of it, could be a critical component of an anti-displacement strategy for this and other communities in unincorporated King County. This study and future efforts to improve the Residential Density Incentive Program will incorporate the community input from the subarea planning processes.

Finally, this study’s recommendations have important implications for any zoning changes in urban unincorporated King County. Such changes may affect the assumptions made in this study about the current market for multifamily housing development. As these parallel efforts move forward, the teams developing and refining this study and the relevant subarea plans will coordinate to ensure that these impacts are considered in both documents. 

C. Overview of the King County Residential Density Incentive Program
King County’s Residential Density Incentive Program was first written into law in 1993 and seeks to allow for greater residential density in the urban areas and rural towns in unincorporated King County in exchange for certain public benefits. 

Parcels eligible for the Residential Density Incentive Program are residential lands in urban areas and rural towns (Snoqualmie Pass, Town of Vashon, and Fall City) served by public sewers in zones R-4 through R-48, Neighborhood Business (NB), Community Business (CB), Regional Business (RB) and Office (O) zones. The Residential Density Incentive Program offers increases above the base density in return for the provision of public benefits in one or more of the following categories:
· Affordable housing,
· Open space protection,
· Historic preservation,
· Energy conservation,
· Public art,
· Cottage housing,
· Compact housing, and 
· Walkable communities.

Within these categories, a housing developer may choose to provide one or more of 22 public benefits in order to earn an increased allowable density for their development (i.e. density bonus or density incentive). Most density incentives are awarded in the form of bonus dwelling units above the base density for each benefit provided, while some are awarded as a percentage increase above the base density of the zone. The density bonus ranges from 0.5 to 2.5 bonus units per public benefit or an increase of 5% to 200% of the base density. While multiple public benefits may be combined to increase the allowable density, the maximum cumulative density allowed is 200% of the base density. A full list of public benefits and associated density bonuses is available King County Code 21A.34.040. 

King County does not have a formal policy or procedure to track the utilization of the Residential Density Incentive Program. However, the Permitting Division has reported that the Residential Density Incentive Program has not been utilized more than a few times over the previous 25 years. The King County Parks Division, Historic Preservation Program, and 4Culture were all unaware of utilization of the public benefits relevant to their work.

II. Analysis

A. Literature and Best Practices Review of Density Incentives and Inclusionary Housing Programs 
Density incentives are one tool among a broader set of programs known as inclusionary zoning or inclusionary housing programs. Inclusionary housing programs may be used to further a number of policy goals, but are most frequently used by jurisdictions to increase the production and supply of affordable housing. As of 2016, inclusionary housing programs have been adopted in nearly 900 jurisdictions in 25 states.[footnoteRef:1] In King County, the cities of Bellevue, Federal Way, Issaquah, Kenmore, Kirkland, Redmond, Renton, Seattle, and Shoreline are among those that have implemented inclusionary housing programs.[footnoteRef:2] [1:  http://inclusionaryhousing.org/inclusionary-housing-explained/what-is-inclusionary-housing/where-does-it-work-3/]  [2:  http://mrsc.org/Home/Explore-Topics/Planning/Specific-Planning-Subjects-Plan-Elements/Affordable-Housing-Ordinances-Flexible-Provisions.aspx] 


Nationally, most jurisdictions’ policies are mandatory, requiring new developments to either build income-restricted affordable units on-site or pay an in-lieu fee into a fund that constructs affordable housing.[footnoteRef:3] Most programs require between 10-30% of additional units to be affordable for households with incomes between 51-80% AMI. [3:  https://www.nhc.org/wp-content/uploads/2017/10/What-makes-inclusionary-zoning-happen.pdf ] 


National public policy research organizations are in consensus that inclusionary housing programs, particularly voluntary ones, are most effective in robust housing markets.[footnoteRef:4][footnoteRef:5] Developers must have an appetite to build beyond the base density zoning allowed before any public benefit from a voluntary program can be realized. In addition, there is some risk that a development project may not move forward due to the costs or burden of a mandatory program. [4:  https://uli.org/wp-content/uploads/ULI-Documents/Economics-of-Inclusionary-Zoning.pdf]  [5:  https://www.nhc.org/policy-guide/zoning-and-affordable-housing/] 


Inclusionary housing policies improve housing affordability in multiple respects. Allowing for a greater variety of housing types or increased density increases the overall supply of housing, which can reduce the cost of market-rate housing. Creating units that are income-restricted to households earning below a given income level ensures that households most at risk of becoming cost-burdened are matched with housing they can afford.
 
Inclusionary housing programs are a particularly critical tool to implement in conjunction with transit-oriented development and other frequent transit service planning and in mitigating displacement in the historically lower-income and more diverse unincorporated areas. Inclusionary housing policies should also be implemented before a housing market experiences robust growth to ensure that when growth does take place, it does so equitably. The critical component in designing an inclusionary housing program is striking a balance of public and private benefit to maximize the public benefit while creating an equally or more profitable project for developers.[footnoteRef:6] [6:  https://www.sightline.org/2016/11/29/inclusionary-zoning-the-most-promising-or-counter-productive-of-all-housing-policies/] 


B. Analysis of Eligible Parcels and Potential Benefit
Staff conducted an analysis of the eligible parcels in unincorporated King County to provide an estimate of how many parcels could take advantage of the Residential Density Incentive Program and how many additional housing units could be constructed. The purpose of this analysis was to assess the capacity of the program to contribute to growth in unincorporated areas, not to assess the capacity for affordable housing development. The analysis assumed that all redeveloped parcels utilized the maximum density bonus of 200% base density, with varying rates of redevelopment among eligible parcels. Using these assumptions, the potential capacity of the Residential Density Incentive program ranges from a more conservative estimate of about 10,000 additional units to a theoretical capacity of 44,000 additional units. See Appendix A for a map of the eligible parcels and the methodology for the analysis of the potential benefit of the Residential Density Incentive program. 

A number of trends in King County limit the scope and benefit of the Residential Density Incentive Program long term. A major component of the Washington State Growth Management Act is for all urban areas to eventually be served by a city government. Since the passage of the Growth Management Act in 1990, more than 60% of the urban unincorporated areas of King County have been annexed or incorporated. King County continues to facilitate annexations in unincorporated areas, further shrinking the area covered by the Residential Density Incentive program. In addition, 95% of the Residential Density Incentive Program-eligible acres are zoned at or below eight dwelling units per acre, offering fewer opportunities for housing production, particularly for large multifamily developments. 

C. Recent Large-scale Housing Developments in Unincorporated King County 
Four large multifamily developments have been permitted in urban unincorporated King County in recent years. Two projects did not maximize the unit count allowed by zoning. Both of these projects created affordable housing units using 4% Low-Income Housing Tax Credits, providing a total of 519 units affordable to households earning at or below 60% AMI. 

Two projects did meet or exceed the base density limit, but not through the Residential Density Incentive Program. Redmond Ridge East was constructed under the Urban Planned Development designation, which has an affordability requirement, creating 108 units of housing affordable to households earning at or below 60% AMI. The developer would not have been able to move forward with the project if they had been required to provide affordability below the 60% threshold. Redmond Ridge East did not build above the base density. Wayne’s Place in Fairwood received an increase in density as part of the 2016 Comprehensive Plan. The rezone included a requirement that 20% of the rental units be affordable to households earning between 50 and 80% AMI, creating 16 affordable units. Wayne’s Place used the Transfer of Development Rights program to build above the base density.

D. Input from Housing Developer Interviews
Staff reached out to a number of housing development professionals to learn about their experience using incentive zoning programs, if they were aware of the Residential Density Incentive Program, and their perspective on why the Residential Density Incentive Program has not been utilized. See Appendix B for the list of interview subjects and the interviewee document.

Overarching themes shared by the interview subjects include:

Incentives are only desirable if the resulting project is more profitable
This was the most common comment and was identified as the most likely reason the Residential Density Incentive Program has not been utilized. Even if the cost of fulfilling the public benefit in exchange for more density is revenue neutral, developers stated they are unlikely to use a voluntary incentive zoning program. This is due to the increased cost and time to navigate the program and ongoing reporting requirements.

Interview subjects reiterated the finding that incentive zoning programs are most successful in growing, high demand markets. They also shared their impression that, in general, the urban unincorporated areas of King County have experienced less production of market-rate housing than other areas in the county.

Interviewees also saw the requirement for rental housing to be affordable to households earning at or below 50% AMI as too costly to be made up for by the revenue provided by the bonus units.

Existing base zoning is sufficient for large multifamily projects
None of the four interview subjects were aware of a large multifamily project in unincorporated King County that built to the base density limit in recent years. They noted that with a few exceptions, affordable multifamily construction is stick-built. Increasing the height of a building, typically beyond five or six stories, requires a poured-concrete and steel foundation, which increases the cost of construction substantially and limits the appetite for taller buildings in high density zones. Given the current demand for housing in these areas, developers stated that they cannot justify this construction type in the multifamily zones in unincorporated King County.

There is private market demand for increased density in lower density zones
New townhome construction has been a frequent building type in the private housing market in the urban unincorporated areas in recent years. An increased density bonus in lower density zones, such as from R-4 to R-8, could reduce the costs of construction per unit as townhomes and other low-rise developments are among the lowest cost projects per square foot to construct. 

Density is only one tool for policy makers
Interview subjects identified a number of other factors King County has control over that could entice more affordable housing development, including parking requirements and impact and capacity fees. One interview subject also requested changing the unit of measure for the incentives from bonus dwelling units to increases in floor area ratio,[footnoteRef:7] which would provide developers with more flexibility. [7:  See a definition and how to calculate floor area ratio at: https://metrocouncil.org/Handbook/Files/Resources/Fact-Sheet/LAND-USE/How-to-Calculate-Floor-Area-Ratio.aspx] 


E. Recommended changes to the Residential Density Incentive Program
The previous analysis and input from developers informed the recommendations outlined below. Implementing an inclusionary housing program requires balancing a number of factors to achieve the desired outcome. In implementing any of the recommendations below, King County should consider how best to achieve the following.
· Maximize the public benefit without creating an overly burdensome requirement that could lead to under-utilization of a voluntary program or chilling the housing market.
· Balance a desire for flexibility to adapt to various market conditions with the need to provide predictability for developers.
· Balance a desire to increase the overall utilization of the density incentive with prioritizing growth in certain areas to fulfill County Comprehensive Plan goals.
· Weigh the benefit of providing fewer units affordable to the highest need households against providing more units for households at a higher income level.

Given the developer input that large multifamily projects in unincorporated areas have not built to the base density, King County will need to conduct additional analysis of the housing market in unincorporated areas in order to appropriately redesign the Residential Density Incentive Program. As noted above, this will be particularly important in areas where the County anticipates additional public investment or new land use regulations. With this caveat, this study recommends the following additional adjustments to the Residential Density Incentive program.

Recalibrate the affordable rental housing incentive to increase utilization and the realized public benefit
The 1.5 bonus units per rental housing unit affordable to households earning at or below 50% AMI is out of step with the majority of incentive zoning policies across the country, which typically offer a larger incentive in return for units affordable at or below 80% AMI. In addition, recent large-scale developments in King County have not been able to target 50% AMI. A combination of increasing the income limit for affordable rental housing and/or increasing the amount of bonus units may increase the likelihood the Residential Density Incentive Program would be used, provided the additional density does not trigger a new construction type. A scaling system that provides more density for each unit as the income level is lowered would preserve the opportunity to create units at deeper levels of affordability while increasing the chance of utilization in a wider variety of project types.

Focus the Residential Density Incentive Program on activities that promote affordable housing 
The current Residential Density Incentive program provides density bonuses for a variety of public benefit activities, including energy conservation, open space, historic preservation, public art and walkable communities. The energy conservation section references the Northwest Energy Code, which no longer exists, and the walkable communities section activity is vaguely defined. Both activities could be achieved at a significantly lower cost than providing affordable housing, undercutting the effectiveness of a key goal of this study. Including the non-affordable housing activities in the effort to recalibrate the Residential Density Incentive Program would require significantly more staff capacity and expertise to ensure that all activities provide a similar balance of public and private benefit. Meanwhile, other existing King County policies and programs have had more success addressing the non-affordable housing goals of the Residential Density Incentive Program. In coordination with this study, the Department of Natural Resources and Parks expressed interest in exploring historic preservation as an eligible sending site criteria for Transfer of Development Rights Program qualification.  By focusing the Residential Density Incentive Program on affordable housing, and relying on other tools and programs to address other county goals, there will be more capacity to monitor and adjust the program as it is implemented with a narrowed focus, increasing the likelihood of success.

Consider mandatory inclusionary housing
Mandatory inclusionary housing programs are more common and create a more reliable source of affordable housing, as compared to voluntary programs. The primary drawback to a mandatory program is that it carries a risk of creating too great a burden, preventing some housing developments from being constructed. However, where the County is considering changes to zoning, increasing public investment, or taking other actions that may spur additional housing development and increase the risk of displacement, considering mandatory inclusionary housing will be particularly important. 

Consider a fee in-lieu of on-site mandatory affordable housing
If the County pursues mandatory inclusionary housing, including an in-lieu fee option would allow for more flexibility in leveraging other funds and developing housing in a different location, such as high-opportunity neighborhoods or areas with frequent transit service. This approach may fulfill other county goals related to growth management or equitable access to opportunity. 

Develop and fund tracking, monitoring, and enforcement policies and programs
King County does not have a formal policy or procedure to track and monitor units created through the Residential Density Incentive Program. While 100% affordable housing developments are typically monitored for compliance by their funding source, an affordable unit created solely through the Residential Density Incentive Program could be built without oversight from another organization. The Permitting Division and the Department of Community and Human Services should coordinate to develop a protocol or program with appropriate resources to ensure affordable units continue to serve eligible households.

Consider strengthening incentives at lower densities
Capturing a public benefit from activity in the private housing market is the core strategy of an inclusionary housing policy. The Residential Density Incentive Program should therefore include incentives that are desirable for the most active segment of the housing market in unincorporated King County: construction of townhomes in lower density zones. Raising the income level served by the affordable homeownership incentive could increase utilization of the program by townhome developers. Additionally, as the vast majority of the urban unincorporated areas of King County are zoned R-4 to R-8, strengthening the incentives that are feasible in these zones would expand new affordable housing options into more areas than the relatively small areas zoned for higher density.

Consider developing resources and tools to target smaller developers
Smaller developers are less likely to have the capacity to navigate a complex policy or understanding the regulatory requirements that are associated with income-restricted units. Tools and resources to increase awareness and help smaller developers navigate the program could increase utilization.

Explore flexible or dynamic models to maximize public benefit and utilization
As previously discussed, the number of variables that determine if a project would benefit from an incentive program vary widely. A flexible program could adjust to regional market conditions, customize an incentive and public benefit for a given neighborhood, or even adjust for the context of a specific parcel. Although such a program may be complicated to develop and administer, it could create an opportunity to dramatically increase utilization and prioritize development that is aligned with a variety of County goals. Any such effort must also provide transparency and predictability for developers and be sufficiently resourced to account for increased costs of administration. The complexity and administrative burden of such a program could be justified if implemented across multiple jurisdictions through an interlocal agreement.

III. Conclusion and Next Steps
This study has found that changes are necessary to improve the Residential Density Incentive Program’s effectiveness. King County is in a position to provide regional leadership by improving the Residential Density Incentive Program to increase utilization and the associated production of affordable units. Although the lack of demand in the private housing market may have been a factor in the Residential Density Incentive Program’s limited success, market factors may change, and King County should be prepared with strategies to respond accordingly. 

The key factors identified and recommendations should be considered as the Affordable Housing Committee seeks to develop model ordinances or provide technical assistance to other jurisdictions interested in implementing inclusionary housing policies. King County should also develop any changes in the context of the policies and goals of the jurisdictions that are designated to the Potential Annexation Areas and the policies and goals developed by the Community Service Area Land Use Subarea Plans.  Further analysis is necessary to design the new proposed policies. 

Appendix A: Map of Eligible Residential Density Incentive Locations and Potential Capacity Methodology
[image: ] 
A total of about 21,000 parcels, equaling 5,600 acres, are eligible for the Residential Density Incentive Program. Staff calculated the base density and the maximum 200% base density for all eligible parcels and calculated a difference of about 44,000 additional dwelling units. This is the theoretical capacity of the Residential Density Incentive Program. Assuming only properties in which the assessed value of the land is greater than the assessed value of the improvement are likely to be redeveloped, a more conservative estimate of the potential theoretical benefit is about 14,000 additional dwelling units.

Many factors determine whether a given parcel will be redeveloped. Constraints such as height restrictions, unusual parcel dimensions, critical areas and steep slopes, reduce the potential density on many sites. Additionally, economic factors such as regional housing market conditions and the parcel’s current use inform the likelihood of redevelopment. A more accurate estimate would incorporate these and other relevant factors into the context of each parcel.



Appendix B: Interview Subjects and Interviewee Document
Staff conducted interviews with the following individuals:
· Hal Ferris, Founder, Spectrum Development
· John Graves, President of Acquisitions, Blue Fern Development
· Alison Lorig, Senior Vice President, BRIDGE Housing
· Dan Watson, Deputy Executive, King County Housing Authority (KCHA)

The following information was shared with the interview subjects prior to the interview:


Interviews for King County Residential Density Incentive Code Study

Introduction
The Residential Density Incentive (RDI) Program was originally adopted in 1993 as a tool to receive public benefits in exchange for increased density for residential developers in the unincorporated areas of King County. With some exceptions, King County’s Permitting Division has reported that the Residential Density Incentive program has not been used at a significant level since it became law.

Process
The King County 2020 Comprehensive Plan Midpoint update directs DCHS to:

Review the County’s Residential Density Incentive Program at King County Code 21A.34 to determine if any changes are needed to increase its use and improve its effectiveness.

The Housing, Homeless, and Community Development is interviewing experts in our region to understand what makes for a popular and effective incentive zoning policy or program. This will be a critical component of our study and will inform recommendations on how to improve the Residential Density Incentive program.

Questions
Please share your background using incentive zoning policies or programs, either King County’s or other jurisdictions. Which programs are you aware of or have you used? 
What do you think makes for an effective incentive zoning policy or program?
Have you heard of or are you familiar with King County’s Residential Density Incentive Program?
If you are familiar with King County’s Residential Density Incentive program, what are your impressions, both positive and negative?
Have you used King County’s Transfer of Development Rights (TDR) program? If so, what have your experiences been? 
How have you learned about other incentive zoning programs you may have used in the past?
What is your decision-making process for determining if it would be worthwhile to use an incentive zoning program for a project? What factors do you consider (regional market trends, the context of the site, the cost of the public benefit required, and/or others)?
What parts of a program or policy should be predictable? Which parts should be flexible?
What other ideas do you have to improve King County’s incentive zoning policies or programs?
Is there anyone else you recommend we contact to discuss these issues?

Review of Residential Density Incentive Program
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