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EXECUTIVE SUMMARY

Executive Summary

H The Town of Erie is located in a region in which housing has been
Market Condl,t,lons expensive, by national standards, for decades and which has seen
and A'H:Ol'dablllty rapid growth in housing costs through the 2010s and early 2020s.
Cha"enges in Erie Erie has been impacted by, and has become a part of, this trend. In

addition, Erie’s housing cost conundrum has been exacerbated by its
development history. The Town experienced most of its growth after
the year 2000, specializing in newly built single-unit detached houses
which are among the most expensive housing units that can be
found in the marketplace. (Assuming the value of the underlying land
is equal to that of an older house of the same size, new construction
e will always be more expensive on a per square foot basis than an

I older structure.)

‘ I Erie’s development history was one of responsiveness to private
sector developers and builders who themselves were responding to
r = . . I market demand in the region for newer, larger houses at prices the
market was willing to pay. Erie’s location—easy commuting distance
to Denver, Boulder, and Northern Colorado—made it a perfect place
for high-income families to find a relatively large amount of space for
the money compared to other communities, and in new construction,
which appeals to dual-income professional households who do not
want a fixer-upper. The Town also has not experienced much in
the way of rental unit construction, meaning that those without the
means or desire to be homeowners in an expensive market also have
very few rental options as an alternative.
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As of 2020, 85% of Erie’s households were
estimated to be owner-occupied, and only
15% were estimated to be renter-occupied.
Also in 2020, 88% of Erie's housing units were
estimated to be single-unit detached houses.
The median sale price of a single-unit detached
house in the first six months of 2022 was
$800,000, an increase of $115,000 (17%) over
the same period in 2021. The 2022 median
sale price required a household income of well
over $200,000 to afford. While half of homes
sold for values below the median of $800,000
for the six-month period in question, it is
reasonable to assume that homeownership in
Erie requires a household income of at least
$150,000.

The newness of Erie’s housing stocks and

its relative lack of rental units mean that
potential new residents of Erie who want to
be homeowners but have annual household
incomes of less than $150,000, or who do not
want to be homeowners at all, will find very
limited choice. This describes the vast majority
of regional households. Particular household
types that may struggle to find suitable and
affordable housing in Erie include all renters,
first-time homebuyers, and local workers with
low or moderate wages.

When it comes to affordability questions for
Erie's existing households, three quarters, or
just over 6,500 households, were estimated

in 2020 to have no affordability challenges,
meaning they paid less than 30% of their gross
household income for housing costs. One
quarter of Erie households, or just over 2,200
households, were estimated to pay 30% of
their income, or more, for housing costs.

renter-
occupied

owner-
occupied

2020

of Erie’s housing
units are single-unit
detached

88%
$800,000

Median sale price of single-unit detached
house in first six months of 2022

A 4

s

required a household income of well over
$200,000 to afford

Erie households in 2020

6,500 2,200

No affordability
challenges

%

Paying 30% or
more of income

on housing costs
Source: 2016-2020 ACS Five Year Estimates
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EXECUTIVE SUMMARY

Options for Taking
Action

Unlike many communities which
developed earlier and with more
diverse housing offerings, Erie

has few opportunities to preserve
existing affordable housing at

any meaningful scale. The Town
therefore has little choice but to
focus on new construction activities.
New construction activities,
however, will continue to provide
products that are affordable only
to high-income households. New
houses, even if they are attached
townhomes or small single-unit
detached houses, will require
incomes of $150,000 or more

due to the high costs of land and
new construction. For the same
reason, new rental units will require
incomes close to, or even above,
$100,000. Achieving affordability for
households with lower incomes will
require public sector interventions.

[Es
20 DUA

or higher

(R FfFe

15 DUA

or higher

Housing types with
higher densities offer
more affordability

Opportunities for
inclusionary housing

£1
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More diverse new housing types,
especially ownership units built at
densities above 15 dwelling units
per acre and rental units built at
densities above 20 dwelling units
per acre, offer more affordability
than single-unit detached houses,
which have been built historically

in Erie at densities of 4-8 units per
acre. But somewhat lower prices

are only a starting point. More
importantly, higher-density housing
developments feature project
economics that unlock opportunity
for inclusionary housing, which is a
regulatory approach to gaining even
greater levels of affordability in some
portion of new units. Affordable
housing providers who might choose
to build in Erie will also need these
higher densities to lower per-unit
development costs and make their
projects feasible.




Erie’s path to building some of its new housing at higher densities,
and applying regulatory and financial tools to leverage greater
affordability, requires action on the following fronts:

Planning and Land Land Use Financial Subsidies

Use Policy Regulations

The Town's updated The Town’s Unified Land use regulations

Comprehensive Plan Development Code alone, even with

should provide the (UDC) and zoning inclusionary housing

community commitment  should conform to the requirements, may

and policy basis for more ~ Comprehensive Plan not achieve enough

diverse housing types and and future land use map,  affordability to serve all

for affordable housing. explicitly stating where of the Town’s potential

The Plan’s future land use  higher-density housing target markets. For

map should identify areas  types are allowed. those households with

in the Town where higher- The UDC should also incomes lower than what

density housing types are  incorporate a requirement inclusionary housing

anticipated. for inclusionary affordable  can match, additional
housing in which some financial subsidy will be
portion of new housing needed to close gaps.
units are required to be The Town may consider
affordable at income a variety of methods to
levels determined by the  raise funds for affordable
Town. housing activities,

including a cash-in-lieu
fee as an alternative
means of compliance
with inclusionary housing
requirements.
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i [ DEED
Land Purchases and
Disposition

In a market with high

and rising land prices,
buying and holding land
can be an important
future contribution to
affordable housing
development. The Town
may consider strategically
acquiring sites and
partnering with affordable
housing providers when
opportunities arise.
Preserving developable
land for future affordable
housing, and/or
contributing land to

an affordable housing
project, removes one
major obstacle to the
delivery of new affordable
units.



PART 1

Market
Conditions and

Affordability
Challenges in Erie



There is no debate that housing
has become expensive in the
Denver-Boulder region by

any objective measure. The
challenge is regional, not just
local to Erie. However, before
Erie can figure out where it is
going, it needs to understand its
starting point. How is Erie doing
when it comes to affordability?
What is happening in the
region’s housing market and how
does Erie compare?

Part 1: Market Conditions and Affordability
Challenges provides more detailed
information and analysis related to:

Existing housing supply and costs.
Affordability for current households.

Implications of housing supply for
household composition.

Potentially impacted household types.



PART 1 Market Conditions and Affordability Challenges in Erie

Affordability
Context

What does it mean for housing to be
"affordable”?

By federal government definitions, housing

is considered "affordable” when it costs less
than 30% of a household’s gross income, and
those spending 30% or more on housing are
considered “cost-burdened” which means
housing is no longer affordable. Because the
metric is a percentage, and not just an absolute
number, affordability is relative, as illustrated in
Figure 1.

(In 2020, Erie’'s median household annual
income was estimated to be roughly $140,000,
according to data from the American
Community Survey 2016-2020 five-year
estimates program. That is twice the estimated
annual household income for the United States,
which was about $70,000.)

Erie's Existing Housing Offerings:
Mostly Single-Unit Detached
Ownership

Relative to the region, Erie is dominated

by single-unit detached houses, as shown

in Figure 2. This is the largest, most land-
consumptive housing type which means, all
things being equal, it is almost always the
most expensive. In addition, the Town features
relatively few rental units.

As of 2020, the Town had an estimated 7,842
single-unit detached houses and an estimated
649 of them were renter-occupied. Of an
estimated 1,299 total renter-occupied units,
fully half were found in single-unit detached
houses that were almost certainly originally
built for owner-occupancy. This fact reinforces
just how few housing units have been built in
Erie expressly for rental purposes. See Figure 3
on page 11 for additional detail.

FIG. 1
Examples of Affordable Housing Costs by Annual Gross
Household Income

$50,000 $75,000 $100,000 $150,000

v v v v
Can afford up U
; p to Up to Up to Up to
ahmonh  $1,250  $1,875 $2,500  $3,750
C?.’,’ f:g::u‘iﬁ Up to Up to Up to Up to
eachyear $15,000 $22,500 $30,000 $45,000
FIG. 2

Tenure and Single-Unit Detached Housing, 2020

% of occupied units that are single-unit detached
Weld County

78%

Boulder County Broomfield County

63% 63%

Erie

88%
Renter: I

Weld County  Boulder County Broomfield County Erie
25% 36% 31% 15%
75% 64% 69% 85%

Source: 2016-2020 ACS Five Year Estimates
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Market Conditions and Affordability Challenges in Erie [l Z-C4l|

FIG. 3
Distribution of Occupied Housing Units in Erie
by Type and Ownership/Rental Status,

2020

uners [z R
Single-Unit Detached Houses 7,193 649 7,842
All Other Units (Duplex,
Townhome, Apartment, etc) 420 650 1 :070
Fve Yoo Ertraatos. 7,613 1,299 8,912
FIG. 4

Single-Unit Detached Median Sale Price,
First Six Months of the Year, 2021 vs 2022
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Weld Boulder Broomfield Erie
County County County

1

I 900,000

1
'

I $630.000
I 5205000

I $430,000
I 59,950

Source: MLS via Colorado Association of Realtors

FIG. 5
Percent of Owner-Occupied Units Valued at
$500,000 or Less, 2020

Weld Boulder Broomfield Erie

County County County
' 48%

‘ 84% ‘ 46% , 58%

Source: 2016-2020 ACS Five Year Estimates

Affordability Challenges for Single-
Unit Detached Ownership

The reason Erie's largely single-unit detached
stocks impact affordability is because the
stocks themselves are expensive. Single-unit
detached house prices have risen steadily

in the region in recent years, and Erie is no
exception. In fact, Erie has recorded the
highest year-over-year increase in sales price
of the jurisdictions analyzed for this report.
Figure 4 shows the increase in Median Sale
Price between years 2021 and 2022.

The income required to purchase a home
varies, depending on many factors, including
down payment, credit score, and interest
rates. It is generally understood that a ratio of
annual income to purchase price should be
3:1 to be considered affordable. Depending
on individual buyer circumstances, down
payment, etc., the ratio could go as high

as 4:1 while remaining affordable. As a

rule, however, it is fair to say that a buyer
household, with few exceptions, should

plan to spend in excess of $600,000 for a
detached house in Erie and such a purchase
price will require at least a $150,000 annual
household income. (This analysis makes no
attempt to predict how a shifting interest
rate environment in 2022 and beyond, or any
other macroeconomic factors, will impact
single-unit detached house prices.)

An additional challenge to affordability in
Erie is that it lacks lower-priced ownership
opportunities relative to the region. The lack
of housing diversity —older houses, smaller
houses, condos and townhouses, etc.— in
Erie exacerbates the affordability challenge.
Compared to Weld and Broomfield Counties,
a smaller proportion of the Town’s ownership
units were estimated to be valued at less
than $500,000 in 2020. This includes all
detached houses, townhouses, and condos.
Ownership units below this value become
affordable to households with incomes less
than $150,000. The Town'’s proportion of
units estimated to be valued in this range

as of 2020 is similar to Boulder County’s,
however, as shown in Figure 5. (While this
data source is comprehensive and beneficial
for comparison between jurisdictions, it
should be noted that values are self-reported
and the data itself is dated. As such, it is
sensible to assume that the true percentage
of owner-occupied units valued at less than
$500,000 is likely smaller across the region at
the time of this writing than is reported here.)

Erie, CO | Housing Needs Assessment and Affordable Housing Strategy 11



PART 1 Market Conditions and Affordability Challenges in Erie

FIG. 6

Proportion of All Housing Units that are Rentals Affordable to Incomes

Below $75,000, 2020

Weld
County

Rentals
affordable
at or below ——— YA
annual
household
income of
$50,000

mm 8%

Rentals
affordable
to annual
household

income range
of $50,000 -
$74,999

76%

All other
housing
units, both
ownership
and rental

All HOUSING UNITS

Boulder
County

12%

17%

71%

Broomfield
County
1574 %

2%

Erie

21%

73% 97%

Source: 2016-2020 ACS Five Year Estimates

Affordability Challenges for Renters

For those households who cannot or choose not to
become homeowners, Erie provides limited rental
alternatives. Only 15% of Erie's housing units are
estimated to be rentals, far below the proportion in
surrounding counties. Among this relatively small number
of rentals, the lack of availability is especially acute for
households with incomes below $75,000—among Erie’s
limited rental offerings, very few are estimated to be
affordable below that level. Across the rest of the region,
as of 2020, estimates suggested that renter households
with incomes of less than $75,000 could hope to access

roughly a quarter of all housing units. In Erie, they could
access only 3% of all housing units (Figure 6). The annual
income figure of $75,000 is an important breakpoint in
Erie, as can be seen later in Figure 7, as the demarcation
between those who struggle greatly with affordability and
those who struggle far less, or not at all.
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Market Conditions and Affordability Challenges in Erie [l Z-C4l|

FIG. 7
Cost Burdened Households
by Income and Tenure, 2020

P t of
% Hir:se:ho?ds 1 OO% 66%
/A, Numberof 150 195
Households

nxd

Cost-Burdened

Owner Less than

|
Households reeme $20,000 $34,999
Percent of
Households 1 OO%
l:qi Number of
m M Households
I AN
COStIiE::gsned Income Less than $20,000 to

$20,000
Households

$20,000 to

$34,999

54% 50% 9%
167 312 579
$35,000 to $50,000 to
$49,999 $74,999 $75,000+
52% 36%
96 227
$35,000 to $50,000 to
$49,999 $74,999 $75,000+

Source: 2016-2020 ACS Five Year Estimates

Affordability for Existing Erie Households

The information presented thus far paints a general picture
for any household that may consider locating in Erie. But
what is the status of households already living in the Town?
How many households, whether they are owner- or renter-
occupied, are facing affordability challenges?

When households pay 30% or more of their gross
income toward housing costs, they are considered “cost
burdened.” Generally speaking, rates of cost burden are
lower in homeowners because mortgage underwriting
practices help to guarantee that buyers will not buy more
house than they can afford. This system can of course

be impacted by life events such as job loss, divorce,

or retirement, that lower household incomes without
lowering monthly housing costs. Renters generally are
more susceptible to cost burden because rents can reset
at the end of lease terms even if household income

does not increase accordingly. Erie is so dominated by
homeownership that it would be reasonable to expect a
low rate of cost burden amongst its households. In point
of fact, however, nearly one in every four Erie households
was estimated in 2020 to have been paying 30% or more
of its income toward housing, as outlined in Figure 7.
Again, the rates of cost burden are clearly higher amongst
owners and renters with incomes below $75,000.

Erie, CO | Housing Needs Assessment and Affordable Housing Strategy 13



PART 1 Market Conditions and Affordability Challenges in Erie

Erie vs. the Region: Housing Types and
Households

Erie’s development history has led to a very different mix

of housing stocks and households than the region’s overall.
Erie is a community that experienced most of its housing
development and population growth after the year 2000,
which is different from surrounding communities that grew up
earlier. The Town has less diversity in its housing stocks than
the region, with a relatively large proportion of its housing
having been built in the form of single-unit detached houses
for purchase (See Figure 8.) The newness of the stocks, and
their uniformity both in tenure (owner vs renter) and type, has
had implications for affordability in Erie.

Newly built housing is generally the most expensive, on
a per square foot basis. Single-unit detached houses,
which have been the norm in Erie, have the greatest
number of square feet. This means Erie has specialized
in some of the most expensive housing stocks on the
market. Newness is just as important as size. Even
smaller housing types (e.g. a two-bedroom apartment
or 1,300 square foot, three-bedroom house), while
more affordable than large single-unit detached houses,
still require about $100,000, or more, in annual income
to be affordable due to land and construction costs.

FIG. 8
Housing Units by Units in Structure,
Erie vs. Region, 2020

Units in %%'L' d‘;j“@;‘,g?‘“ B Erie
Structure Broomfield Counties)
O,
1, Detached 65%
I 239
60
1, Attached ] 3%b
2%
2
| 1%
[o)
3or4 3%
| 0.4%
5t09 5%
| 1%
10019 350;%’
(o]
O,
20 to 49 I 2;?
50 or more 5%
| 0.4%
Mobile 4%
Home | 2%

Source: 2016-2020 ACS Five Year Estimates

Examples of Common Housing Types

Units in
Structure

1, Detached
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Market Conditions and Affordability Challenges in Erie [l Z-C4l|

FIG. 9
Distribution of Households by Tenure and Income,

Erie skews disproportionately toward owners and Erie vs. Region, 2020

higher incomes (See Figure 9.) In the region, the

proportion of households estimated to rent as of 2020 f:B‘:)“J dc:lt\z/engglon B Erie Owners
was over 30%. In Erie, only about 15% of households Broomfield Counties) B Eric Renters
were estimated to be renters in 2020. Rental units

simply have not been built in any meaningful numbers ﬂ Ownership Households by Income
in the Town. Newly constructed single-unit detached a

houses tend to be the most expensive housing units |

on the market, requiring the highest incomes to afford
them. As of 2020, the estimated proportion of Erie
households that were owner households with six-

Less than 14%
$50,000 N 9%

figure incomes was approximately 60% versus 35%
regionwide. $50,000 to 10%

74,999 9
A number of attributes of Erie’s physical housing $74, . 7%

stocks contribute to the Town'’s affordability challenge: $75000 to 9%
e The high cost of new construction. $99,999 Il 8%

e The high cost of relatively large lots in a land-

constrained region. $100,000 to 15%

$149,999 N 24%

e Alack of rental units and specifically income-

restricted units. $150.000 or 19%
e Arelative lack of older housing units that become more I 38%

less desirable over time and thus provide some
measure of affordability.

This all suggests that Erie's focus needs to be on JE .E Renter Households by Income
I |

developing rental housing at all income levels as well

as affordable ownership opportunities. The difficulties

O,
of doing so, and options for overcoming those Less than 16%
difficulties, are discussed later in this report. $50,000 B 5%
$50,000 to 6%

$74,999 2%

$75,000 to 4%
$99 999 B 2%

$100,000 to [ 4%
$149999 M 4%
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Source: 2016-2020 ACS Five Year Estimates
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PART 1 Market Conditions and Affordability Challenges in Erie

Determining
Potential
Housing Needs

There are a number of ways to think about
potential future housing needs in Erie. It is

a subjective, not objective, exercise. At the
core of Erie’s challenge is that it is a housing
monoculture of the newest and largest housing
units in the region. There is little the Town can
do about the age of its stocks, but it may be
able to achieve a better housing balance over
time, while keeping in mind the specific needs
of certain groups, including older adults, local
low-wage workers, renters of all incomes, and
entry-level home buyers.

FIG. 10
Projected Homeowners Aged 65-84, 2040
(Cohort Aging 2020-2040)

2020 2040
(Projected)

3,460 3,460

CHANGE
+2,300

(198%)

AGE 4564 6584 65-84

Source: 2016-2020 ACS Five Year Estimates

Anticipating Aging
Homeowners

The number of elderly homeowners

aged 65-84 in Erie could potentially

triple between 2020 and 2040 (See

Figure 10.) As of 2020, Erie was home

to an estimated 1,160 homeowners aged 65-84 and an
estimated 3,460 homeowners aged 45-64. If all members
of the latter cohort of homeowners age another twenty
years into the 65-84 age category, the category will

grow by 2,300. This is a simplified method for projecting
potential older adult homeowners in 2040. It is unknown,
for example, whether the size of the cohort will grow or
shrink via migration over two decades.

It is further unknown the extent to which aging
homeowners will create demand for housing types
different from the single-unit detached houses in which
they are living. The group is not monolithic. Some

may choose to “age in place” in their current homes.
Some may choose to move to a single-story, single-

unit detached house instead of the current multi-story
house in which they currently live. (This may be a form of
"downsizing,” though a newly constructed single-story,
single-unit house could have just as many square feet

of living space as the occupants’ previous home, albeit
perhaps with less outdoor space to maintain.) Others may
choose to sell their homes and move into rental situations
that are specifically targeted at seniors, while others may
choose rental options that are not age restricted.

As existing homeowners age, and if they seek new
housing options, it is important to note that equity

built over decades will come into play. In other words,
although their incomes may fall and/or become “low” by
future definitions, current Erie homeowners are likely to
have substantial assets.

The impossibility of projecting the true number, financial
need (if any), and housing preferences of Erie’s future
senior households means the best thing the Town can do
is to diversify housing offerings. This requires the Town
to allow other actors to produce the housing, including
developers and builders of single-story, single-unit
houses and duplexes and rental products of various kinds
as well as multi-story, elevator served, housing that is
popular for active older adults. Rental products may be
market-rate age-restricted stacked flats, age-unrestricted
stacked flats, and/or affordable developments delivered
by local affordable housing organizations.

16 Erie, CO | Housing Needs Assessment and Affordable Housing Strategy



Market Conditions and Affordability Challenges in Erie [l Z-C4l|

Providing Housing Choice to
Local Workers

Erie is a bedroom community, housing

workers employed in the greater

Denver-Boulder region. According to

the most recent relevant data from

the U.S. Census Bureau’s Center for

Economic Studies, the number of commuters living in
Erie grew from roughly 3,000 in 2002 to over 12,000

in 2019 (a 300% increase). In 2019, about 2,700 (23%)
of those workers commuted to Boulder, about 1,400
(12%) to Denver, and the balance spread out to dozens
of other cities across northern Colorado and the
Denver metro. In addition, there were nearly 1,900 jobs
in Erie paying wages or salaries of $40,000 or less. (See
Figure 11.)

If a worker in one of these positions is the sole earner
in the household, the chances of an affordability
problem are very high in the region and affordable
rental options in Erie are nearly non-existent. If two
low-wage workers live in the same household, they
may find affordable rental options in the region, but
affordable rental options in Erie will still be nearly non-
existent. Assuming two workers per household earning
$40,000 each, a total household income of $80,000 per
year can affordably pay for $2,000 in monthly rent.

As Erie grows into a mature community, it is adding

its own jobs, from first responders to grocery and

retail workers, to health care workers providing critical
services to Erie residents. As the need for local workers
grows, and market conditions outstrip the ability of
those workers to afford housing, Erie service workers
of all stripes have no choice but to find housing
elsewhere and commute to Erie. The Town therefore
recognizes a need to take responsibility for diversifying
housing offerings that could be affordable options

for local workers. In a regional housing market, many
local workers will inevitably choose to live in another
community for reasons that go beyond affordability,
but intentionally creating and preserving space for
those who work in Erie aligns with the Town'’s social,
economic, and environmental goals.

FIG. 11
Jobs Paying $40,000 or Less,
by Industry, 2019

INDUSTRY JOBS

Manufacturing 194

Retail Trade 311

Health Care and Social
Assistance

226

Accommodation and Food
Services

198

All Other Industries 961

Total 1,890

Source: U.S. Census Bureau Center for Economic Studies, accessed via OnTheMap
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Analysis of Housing Stock & Affordability Gap in Erie

The Town of Erie is experiencing unprecedented growth. The Town's estimated population in
January 2024 is 36,835, an increase of more than 450% since the year 2000. The Town anticipates
a population nearing 60,000 by 2045. Continuing development will drive this growth, with Erie's
housing inventory projected to increase by 135% based on units that are under construction, units
that are entitled but do not have building permits, and developments that are in the early planning
stages. As noted elsewhere in the report, Erie is a strong market community in a strong market

region.

At the moment, very few of the housing units in the pipeline will be “affordable.” The percentage of
affordable housing currently stands at 1.3%, the Town will need to make significant efforts to change

practices to make progress toward the 12% goal.

Town of Erie Housing Stock, Dec. 31, 2023

CURRENT AND DWELLING
PROJECTED UNITS UNITS
Existing housing stock 12,898
Dwelling units for projects in 2,438
construction

Dwelling units for entitled 4,979
projects

Dwelling units for future 9,936
planned developments

Total 30,251

Town of Erie Housing Pipeline, Dec. 31, 2023

Affordable
Units Needed to
Meet 12% Goal

Current & Projected

Total Units
Units

Existing Housing Stock 12,808 1,548
Dwelling Units in 2428 )
Construction 43 93
Dwelling Units for 5
Entitled Projects 4,979 59
Dwelling Units for 6 1102
Future Development 9.93 19
TOTAL 30,251 3,630

‘From Prop 123 baseline calculation “*Currently Anticipated

In addition to understanding the number of
dwelling units and the level of affordability, the
Town must address specific affordability needs

at different income levels and for different types
of housing - rental and ownership. A housing gap
analysis utilizing the area median income (“AMI) for
Boulder County quantifies these needs. A housing
gap analysis compares the supply of housing at
certain price levels to the number of households
that can afford housing at that price level.

Actual Number

of Affordable % of Affc?rdable Affordal?lf.- Unit
: Units Deficit
Units
167" 1.3% -1381
0 0% -203
o} 0% -597
262" 2.6% -930
429 1.4% =3201
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Gap Analysis 50%-80% ANy,

A number of local jurisdictions P\‘A\ LOW INCOME 8o
conducted housing gap analyses ¢
as part of their housing needs o Affordable

i ; Housing
assessments, including Longmont, Y Attordable T
Lafayette, Boulder, and Housing Housing

Westminster. 5 A rental housing
gap analysis utilizes data from 3 .

the Census Bureau on housing Agy Supportive Ty ki
tenure, income, and median rent Heng
levels to compare the number
of renter households at different
AMI levels with the number of
rental units on the market that
would be affordable

to those households. Boulder Area Median Income 2022

When calculating the

gap for for-sale, owner- A TEr Saon!
occupied units, sales Income Sl
data is used to calculate

the percentage of homes
that were affordable at
different income levels.
The analysis compares 50% 43,900 50200 56.450 62,700
these percentages to
the percentage of renter

3-People 4-People

30% 26,340 30,120 33,870 37,620

80% 70,240 80,320 90,320 100,320
households at those
income levels, as they
are prospective buyers. 100% 7800 Lo0uo8 TEEEE AR
The ownership gap
analysis also requires 120% 105360 120,480 135,480 150.480

certain assumptions for
interest rates and other
factors’ These analyses focus on the current residents of Erie rather than the Town's workforce.

Rental Gap Analysis

A rental housing affordability gap analysis provides a better understanding of how well local housing
inventory meets the needs of residents. If there is a deficit at a certain income level, that means that
residents at that income level will struggle to find housing that they can afford that meets their needs. A
surplus of homes at a particular income level is not necessarily negative but is typically an indication that
the Town should prioritize the creation of new units affordable at other income levels.

The analysis on the top of the next page shows that there is a shortage of 293 rental units affordable to
households making 50% of the AMI or less. This means that these households are paying more than they
should for their housing. This shows a strong need for additional rental units affordable at 50% AMI and
below, and the Town should prioritize creating new rental units affordable at these income levels. The

5 Root Policy Research, City of Boulder Housing Market Analysis & Needs Assessment Supplement; Root Policy Research, City of
Longmont Housing Needs Assessment; Root Policy Research, Lafayette Economic Development & Housing Strategic Plan;, BBC
Research & Consulting, Housing Needs Assessment - City of Westminster.

6 This calculation utilizes data from the American Community Survey 5-year estimates for 2017-2022. Affordability calculations are
based on the 2022 Area Median Income (AMI) for Boulder County as calculated by the Colorado Housing and Finance Authority (CHFA).
The AMI for a 3-person household was used based on the average household size in Erie.

7 This analysis uses American Community Survey 5-year estimates for 2017-2022 and local home sale price data from the Multiple
Listing Service (MLS) for 2022. The maximum affordable sales price was calculated using the following assumptions: a 30-year
mortgage with a 10% down payment and 6.44% interest rate, with 30% of the household'’s gross income going toward their monthly
payment.
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Erie Rental Gaps for Erie Residents (Not Workforce), 2022

Current # of % of Total

o/
Renter Renter % of Total

Maximum Rental

Rent

Gl L Rental Units Mismatch

Households Households

0-30% $847 163 11% 0 0% -163

31-50% $1,411 209 21% 169 12% -130

51-80% $2,258 302 21% 327 22% 25

81-100% $2,823 135 9% 423 29% 288

101-120% $3.387 135 9% 415 20% 280

121%+ $3,388+ 397 28% 120 8% -277

Source: American Community Survey 2022 5-Year Estimates

largest gap is for households making 30% AMI or rental cost; the units in Erie that are affordable
less, who can afford to pay, at a maximum, $847 to households at the 51-120% AMI level are not
each month in rent. deed restricted. This means that higher-income

households can rent these units and tighten the
While there is technically a “shortage” of 277 units market further for households in the 51-120% AMI
affordable to renter households making more than income range.
120% AMI, these households may not have a desire

for higher-priced units. Many of these households Even in situations where lower-income households
‘rent down" to spend less money on housing or can access more expensive housing, the lack of
save for a home purchase. affordable rental units significantly impacts families

making 50% AMI or less significantly. As noted on
Shortages at the lower- and upper-income ranges page 13 of the Housing Needs Assessment, 100%
gives the illusion of balance, but this is misleading. of renter households in Erie that earn less than
The surplus of rental housing options in the $50,000 annually are cost-burdened, meaning
middle-income ranges means . .
that households in the top Erie Rental Unit Gaps, 2022

income level still have p[enty of |::> Households renting out of suggested price range
adequate rental options that they B Number of Renter Households ] Number of Rental Units
can afford. Given their higher 500

incomes, these households can

more easily rent these units, 400

particularly given that many
owners of rental properties have
income requirements tied to
their rent levels. Lower-income
households are less likely to

have access to housing that
costs more than is affordable 100
at their income level. This is not

Jjust because of a lower supply 0

O{_- units \X/|th a lO\X/eI’ monthl.y 0-30% 31-50% 51-80% 81-100% 101-120% 121%+

Source: American Community Survey 2022 5-Year Estimates
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they spend more than 30% of their income on rent. On the other hand, only 36% of renting households
making more than $75,000 are cost-burdened. It is crucial to address the affordability gap for renters
under 50% AMI because of the ripple effect that high housing costs can create. When a family must pay
more than they can afford in rent, they spend less money on other essentials, like food, medical care, and
transportation. Creating new units affordable to these households is essential so that these families can
thrive and build for the future.

Homeownership Gap Analysis

A for-sale ownership gap analysis uses current renters as representative of the potential pool of
homebuyers in a particular community. In doing so, it can measure the affordability of the for-sale
inventory and show whether home sales are economically accessible for households that want to progress
toward homeownership and wealth-building.

This analysis shows a homeownership affordability gap for households making 100% AMI or less,
concentrated at 80% AMI and below. Sixty-two percent of renter households in Erie make 80% AMI or
less, but only 9% of for-sale homes in 2022 were affordable to households at this income level. A significant
oversupply exists at the highest income levels. Only 28% of renter households earn more than 120% of
the AMI annually, yet 81% of the for-sale homes were affordable only to households at that income level®.
This analysis highlights a significant need for a diversification of for-sale units in Erie that are affordable to
households making less than 100% AMI. If the Town does not address this gap and prioritize diversifying
for-sale units to be affordable at lower income levels, renters currently living in Erie who want to become
homeowners in Erie will have few options.

Erie For-Sale Ownership Gaps for Erie Residents (Not Workforce), 2022

Potential Demand of 1st Time For-Sale Home Supply

buyers

AMI Purchase
0-30% $156,923 163 11% 0 0% -163

31-50%  $244 511 299 21% 0 0% =299

51-80% $391,217 302 21% 31 4% =271

81-100% $489,022 135 9% 39 5% -96

101- $586,826 135 9% 73 10% -62

120%

121%+ $586,827+ 397 28% 601 81% 204

Source: American Community Survey 2022 5-Year Estimates and local sales data.

8 The for-sale gap analysis focuses on the percentage of for-sale units because of the disparity between owner-occupied units (85%)
and renter-occupied units (15%) in the Town.
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Housing Gap Analysis for Erie For-Sale Ownership Gaps, 2022

Erie’s Workforce [l Potential Demand of 1st Time Buyers [}l For Sale Home Supply
There are two levels of 700

analysis for analyzing wages

in the Town's workforce. 600

The first is industry-level 500

data that aggregates wages

within a particular industry. 400

This provides a good overall

understanding of wages 300

in the Town, but this data 500

groups several different

kinds of occupations 100

together. Local wage data

for specnﬁc occupatlpns, on ° 0-30% 31-50% 51-80% 81-100% 101-120% 121%+
the other hand, provides

a an understanding of Source: American Community Survey 2022 5-Year Estimates and local sales data

earnings and affordability for
individuals holding specific jobs rather than an industry-wide analysis.

Annual wages by industry provide important context for housing affordability in Erie. The most recent

data shows that while the Town of Erie has a high average household income, workers in most industries
cannot afford housing costs in Erie. Of seventeen industries analyzed by Economic & Planning Systemes,
Inc., the typical worker in only five industries can afford the median rent in Erie. These industries are those
that tend to have a significant amount of education or technical expertise, such as business management,
finance and insurance, and professional and technical services. The average worker in only three industries
- finance and insurance, wholesale trade, and company management - can afford Erie’s median for-sale
home price.

Wages for individual earners may not fully reflect affordability in Erie, given Erie's large average household
size and the prevalence of households with married couples. Even when calculating affordability on the
basis of 1.5 workers per household (in line with Erie’s typical household size) workers in most industries are
priced out of the rental market, including education, food service, transportation, and construction. Even
after assuming 1.5 workers per household, workers from only five industries can afford the median home
price in Erie.

These dynamics could Housing Affordability by Occupation, Single-Earner Household, 2022
have a significant Max Can afford
impact on Erie’s local Starting Max ~ Canafford ..o jable  median
economy:. If workers salary affordable median rent home home price
cannot afford to live in rent  ($2,650)7  ce  ($730,000)?
Erie, they'may leave to High Plains Library

find housing they can  |nigtrict (Full-time Adult|  $52,644 |  $1,316 x $228,025 x
afford in other areas. Librarian
Without a workforce that ;
can afford to live in the [t Wal Valley

Employer

Town, it will be difficult to [S¢N0!s (Licensed $56,000 $1,400 x $242,561 "
attract new employers  [eachen)

to the area. The Mountain View Fire

prevalence of industries ~ [Rescue (Firefighter $67,363 $1,684 % $201.780 y

whose workers cannot EMT 1V)
afford to live in Erie
reinforces the need for  |Erie Police Department

. - $72,238 $1,806 x $312,896 X
addressing affordability  |(Post-certified Palice
at allincome levels. Officer)
) Sources: High Plains Library District - Jobs, St. Vrain Valley Schools Salary Schedule;, Mountain View
At the occupational Fire Rescue - Entry Level Firefighter Positions; Erie Police Department - Pay and Benefits
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level, many workers the provide valuable services Conclusion
simply cannot afford to live in Erie. If the Town does  The Town of Erie must invest significantly in

not address housing affordability, the community addressing housing affordability and ensuring
will continue to find that folks who work in Erie a diversity of housing types that are accessible
cannot afford to live here, including our educators to multiple income levels in order to meet the
and first responders. goal of 12% affordable units by 2035. To meet the

Erie Housing Affordability by Industry, Single-Earner Household, 2022

Can afford

Median Max Can afford Max )
median

annual affordable median rent affordable
income rent ($2,650)? home price

home price
($730,000)?

Finance and Insurance $188,066| $4,701 $814.600
Wholesale Trade $174.424| $4.360 $755,510
Management of Companies = =
and Enterprises $173,543| $4,338 $751,694
Information $142066| $3,551 $615,353 x
Professional, Scientific, and

Technical Services $126,162| $3,154 $546,465 x
Manufacturing $69,142 $1,728 x $299 486 x
Arts, Entertainment, and $65.858 | $1,646 X $285 261 X
Recreation

Admin. and Waste

Management $61,718 $1,543 x $267,329 X
Construction $61,468 $1,536 x $266,246 x
Real _Estate and Rental & $57 697 $1.442 " $249.912 %
Leasing

Educational Services $57,080 $1,427 b4 $247 240 b 4
Other Services, Except Public

Administration $55,526 $1,388 x $240,509 x
Public Administration $53,668 $1,341 x $232 461 x
Transportation and

Warchousing $49 403 $1,235 x $213,987 x
Healthcare and Social $47 638 $1.191 % $206,342 %
Assistance

Retail Trade $44 428 $1,110 x $192.438 X
Acco_mmndatmn and Food $25.598 $640 % $110,877 %
Service

Source: Economic & Planning Systems, Inc.
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Erie Housing Affordability by Industry, 1.5 Earner Household, 2022

Median annual Can afford Can afford
Income with 1.5 Max median Max median
Job Title ~  affordable affordable .
earners per rent rent home price home price
household ($2,650)? ($730,000)?
Finance and Insurance $282,099 $7,052 $1,221,900
Wholesale Trade $261,636 $6,541 $1,133,265
Management of
Companies and $260,315 $6,508 $1,127,541
Enterprises
Information $213,099 $5,327 $923,029
Professional, Scientific,
and 1 A $189,243 $4,731 $819,698
Manufacturing $103,713 $2,593 x $449 229 x
Arts, Entertainment, and $98,787 $2.470 X $427,892 X
Recreation
Admin. and Waste $92,577 $2,314 X $400,993 X
Management
Construction $92 202 $2,305 x $399,369 x
Real _Estate and Rental & $86.546 $2.164 % $374.868 %
Leasing
Educational Services $85,620 $2,141 b 4 $370,859 b 4
Other Services, Except
Public Administration $83,289 $2,082 X | $360.763 %
Public Administration $80,502 $2,013 x $348,691 x
Transportation and
Warehousing $74 105 $1,853 x $320,981 x
Healthcare and Social $71.457 $1.786 x $300 513 %
Assistance
Retail Trade $66 642 $1,666 x $288,657 x
A::co_mmodatmn and Food $38.307 $960 % $166,315 %
Service

Source: Economic & Planning Systems, Inc.

community’s needs, the Town should ensure that new affordable units are of the type and income level
where the most families will benefit from them.

The Town's current housing stock is not meeting the needs of its current residents and workforce. This
also has implications for future residents, including young people who grew up in Erie and want to call it
home for the long term. People who can afford to purchase homes in Erie are likely bringing equity from
the sale of another home and are "moving up” to Erie. There are very few “starter home™ opportunities in
Erie, making it more difficult to attract young families. Erie residents understand this reality. In a survey
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conducted in Spring
2023, only 20% of Erie
residents gave the Town
a positive rating on
housing affordability.
Seventy-seven percent

of respondents High Plains Library
expressed a desire for District $78,966 $1.974 * 3342,087 X
employers to have the St. Vrain Valley
ability to hire employees  |gchools (Licensed $84,000 $2,100 x $363,842 X
who can buy or rentoa Teacher)
home in Erie, and 73% Mountain View Fire
expressed concern :
with the affordability of Rescue (Firefighter $101,044 | $2,526.11 x $437,670 X
) it EMT IV)
buying a home in Erie.
Erie Police Department
The Town needs (Post-certified Police | $108,357 | $2,708.93 $469,344 x
cohesive solutions to Officer)
address affordability

in the rental and for-
sale housing markets.
Understanding
the nuances of
our gap analysis
will guide the
Town's affordable

Housing Affordability by Occupation, 1.5 Earner Household, 2022

Employer

Starting

workers)

Max

rent

Can afford
Salary (1.5 affordable median rent

($2,650)?

Max

affordable

home
price

Can afford
median
home price
($730,000)?

Sources: High Plains Library District - Jobs; St. Vrain Valley Schools Salary Schedule; Mountain View
Fire Rescue - Entry Level Firefighter Positions, Erie Police Department — Pay and Benefits

Employment Wages in Erie, Colorado

First-Time/Long-Term Homeownership

50%- AMI and Above

housing efforts.
The largest need
for rental units is
at the 50% AMI
level and below,
where there is

a deficit of 293
rental units. This
can have a ripple
effect through
the rental market,
with households
forced to spend
more than they
can afford on rent,
resulting in fewer
units available for
middle-income
households.
These dynamics could lead to essential workers looking elsewhere for housing that meets their needs;
many of these workers earn more than 50% AMI but the lack of units affordable to lower-income levels
could tighten the rental market that is affordable to middle-income families. In the for-sale market, only
one out of five homes is affordable to households making less than 120% of the AMI, there is a clear need
for affordable units at every income level up to 100% AMI.

Permanent
Supportive
Housing

Below 30% AMI

jitiitied Transitionat Affordable Rental Housing ~ Middle-Income Rental Housing

30% to 80% AMI 80% to 120% AMI

Professional,
Scientific, &
Technical Services
168% AMI

EPD Certified
Officer
96% AMI

Full-Time
Ll}lbrarlian Construction
82% AMI

70% AMI

Retail Trade
59% AMI

Healthcare/
Social Assistance
63% AMI

SVVSD Licensed
Teacher
74% AMI

Accommodation
& Food Service
34% AMI

Finance & Insurance
250% AMI

Firefighter
90% AMI

Sources: Colorado Housing and Finance Authority, The Housing Continuum White Paper, April 2024, Economic
& Planning Systems, Inc.; High Plains Library District - Jobs, St. Vrain Valley Schools Salary Schedule;
Mountain View Fire Rescue - Entry Level Firefighter Positions; Erie Police Department - Pay and Benefits.

High housing costs will make it harder to attract employers. Long-term residents will struggle to stay in
the community they call home. By prioritizing housing affordability, in both the rental and for-sale markets,
Erie residents will have the housing options that they need and allow the Town to maintain its vibrant
community and culture.

5 The National Community Survey, Erie, Colorado, Report of Results, 2023.
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Options
for Taking
Action



The data clearly illustrate a set
of affordability and housing
diversity challenges for Erie,
but what can the Town do to
improve the situation? There
are a handful of actions the
Town can take to effectuate
positive change by facilitating
the delivery of affordable
housing. Part 2, Options

for Taking Action, identifies
options the Town could
explore and/or implement

in short order to advance its
housing goals.

Part 2 includes:

Important context related to development
costs, land use, land use regulations, and
the role of subsidy.

Discussion of options the Town may
consider in the following categories:

-Planning and Land Use Policy
-Land Use Regulations

-Financial Subsidies

-Land Purchases and Dispositions



U Options for Taking Action

Development Costs,

Land Use Regulations,

and Subsidy

Just because housing needs are understood
does not mean they will be met by the
private sector. There are a number of hurdles
that must be cleared. Desire for a housing
unit is not the same as demand. Demand
includes both the willingness and the ability
to pay. The private sector will not bring new
units online for the potential markets in
question—seniors, low-wage workers, entry-
level homebuyers, etc.—unless it knows

the households can pay the prices required
to cover the total costs of development. In
the event that the gaps can be closed upon
the identification of the right housing unit

at the right development cost, subsidized

(if necessary) by the right amount, a new
affordable unit cannot be built unless it is
allowed under the Town'’s development code.

There are a number of tools available to help
local governments diversify housing supply
and support the production of affordable
housing. Some may provide substantial
benefits while others contribute only at the
margins. Key to understanding which tools
will be most useful in Erie’s specific context
is first understanding why housing costs
what it costs, how land use regulations can
impact costs and affordability, and how public
subsidy is needed to close affordability gaps.

Development Costs Pose Affordability
Challenges

Local market construction cost data indicate that the costs
of labor and materials are on the rise, which impacts the
cost to build housing. This is in addition to rising interest
rates during 2022. Discussions with local developers
working in Erie confirm the following analysis.

Between the costs of construction, the cost of land, and
the other costs of developing housing, new residential
units are expensive. If the construction cost of a house
is $200 per square foot, which is a typical amount in the
Denver region at the time of this report, a 2,000 square
foot house costs $400,000 to build. If land costs $1.3M
per acre, which is a typical amount in the Denver region
at the time of this report, and five houses can be built
on an acre, then the land for that house costs $260,000.
Once developer financing and other costs are taken into
account, the new house costs $800,000 requiring well
over $200,000 in annual household income to afford.

construction of

$400,000 Cost of m
2,000 sq ft home o

$260,000 Cost of land

Developer financing ¢°

m $140'000 and other costs \.\‘},

$800,000 Cost of new home

Household income Over
$200,000

required to afford
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When it comes to rental projects, costs in the Denver
area in 2022 suggest that Erie should anticipate a
two-bedroom rental unit may cost, on average,
$350,000 to produce. In some cases, the figure may
be higher. As a general rule, monthly rents are about
1% of the cost to develop a rental unit, meaning that
average two-bedroom rents for newly constructed
projects in the area will hover around $3,500 per
month, which likely requires $140,000 in annual
household income to afford. (Whether, in fact, these
rents are too high for the local market, and whether
therefore new rental construction may slow, are open
questions.)

$350 000 Cost of

construction

rental unit

of two-
$3,500 Cost of two-

bedroom
bedroom rental unit

Household income Nearly
required to afford $140,000

AN

PART 2

When it comes to affordability, the first
question to ask is whether development

costs per unit can be lowered. A number of
development costs are outside the control

of developers and builders. These include
costs for land, materials, labor, and financing
to name a few. There are only a handful of
variables a developer can adjust in order to
lower the cost of delivering a housing unit.
Among them are size, materials, and quality of
the finishes. But a key lever that is held by the
municipality—in this case, the Town of Erie—is
land use controls that determine the number of
units that can be developed per acre of land.

) ANEEER

Can development
costs be lowered
by increasing the
number of units
allowed per acre?

- J
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U Options for Taking Action

Role of Density in

Decreasing
Development Costs

Increased residential densities

can lower the land cost per unit

and make units more affordable.

Returning to the example from Single-unit

page 20—land valued at $1.3M per
acre and developed as single-unit
detached houses at 5 dwelling units
per acre (DUA)—the hypothetical
scenarios at right illustrate how land
costs per unit fall substantially as
density increases. The difference in
land cost alone between the 5 DUA
scenario and the 15 DUA scenario,
which is more than $170,000,
reduces the household income

necessary to purchase the unit by

about $50,000.

detached houses

Hypothetical Development Scenarios

Number of units Land cost
on a 1-acre site per unit

l

S

DUA

WV

$260,000

However, increasing density is not

a panacea for housing affordability.
The examples illustrate that
increasing densities can decrease
affordability gaps, but not
necessarily eliminate them. In the 5
and 15 DUA examples, which are,
respectively, a single-unit detached
house and an attached townhouse,
the total development cost is the
same as the sale price—$800,000
or $550,00. A household with an
annual income of $75,000 can afford

townhouses

Attached Single-unit

to pay $262,500 for a house (about

3.5 times annual income), which
leaves a significant gap in either
case. Even moving to a newly built
rental product at 25 DUA, which has
an average development cost of
$350,000, still leaves an affordability
gap. (With monthly rent generally
about 1% of TDC, the rent for a new
unit would be roughly $3,500 while
a $75,000/year household can afford
$1,875 per month, which is 30% of
the household’s gross income.)

Multi-unit rental building
with surface parking

Assumptions:

Q3 2022 Denver MSA Construction Costs, RS Means
Land costs based on developer discussions.

Homebuyers can afford 3.5 times annual household income.

Total development costs are $800.000, $550,000, and
$350,000 respectively.

Detached house is 2,000 sf and townhouse is 1,600 sf. Rental unit is
2-BR, 850 sf.

Renter households can afford to pay no more than 30% of gross
income toward housing.

Monthly rent is 1% of a rental unit's total development cost.
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As the number of dwelling units
per acre increases, the cost per

-

What a household with |
an income of 1
$75,000 can afford I

1

1

$262,500

unit falls as does the gap between
what households can afford and
what the unit costs to build.

Remaining Affordability Gap for
a household earning $75,000

PART 2

Total
Development
Cost per Unit

(TDC)

$800,000

$537,500

N/

$262,500

N/

TDC

It is clear that even a multi-unit rental
product at 25 DUA, constructed

$550,000

$287,500

under 2022 conditions, still has a
significant cost gap that needs to be
addressed for any household with an
income of $75,000, and certainly for
those with lower incomes as well. It
should also be noted that 25 DUA is
a level of density that would mark a

TDC $350,000
Monthly Rent $3,500/mo.

$1,875/mo. $1,625/mo.

I /7

What a household Monthly
with an income of Affordability
$75,000 can afford Gap

each month

departure from historic development
character in the Town, to say nothing of
even higher densities.

To summarize, in markets like Denver-Boulder where land is
expensive relative to incomes, low density development results
in high land costs per unit, which is a substantial driver of
housing costs. Developing housing at higher densities, whether
for ownership or for rent, helps decrease costs per unit and
improve the affordability of new housing. However, it is also true
that increasing housing density, on its own, does not solve the
totality of the affordability problem.

If substantially higher densities can improve affordability,
but only to a point, what other regulatory tools might the
Town be able to employ? For example, can inclusionary
housing be another municipal tool to help close the gap?

See Appendix for a full list of unit
development cost gaps by incomes.

(12

Erie, CO | Housing Needs Assessment and Affordable Housing Strategy 31



VA Options for Taking Action

Inclusionary Housing as a Regulatory Tool
for Affordability

Inclusionary housing is a legal mechanism that requires
developers or builders to provide some portion of

new units as affordable, with affordability definitions
determined by the regulating municipality. Inclusionary
housing requirements can be a powerful tool to cause

the private sector to deliver affordable housing units. A
challenge with inclusionary housing is that because it relies
on subsidy internal to a project, conditions must be right
in order for it to work. There are a number of important
considerations to decide if inclusionary requirements will
be workable. Among them are the type of housing being
built and the required percentage of affordable units. Inclusionary

Assuming that inclusionary housing requires the affordable Requirement
units to be of the same type, size, and quality as the
market-rate units, then the conclusion is that the affordable
units must cost the developer and/or builder the same

amount to produce. However, they must be sold or rented
for less than their development cost and this results in a
financial gap that needs to be closed. When developers
are faced with these gaps, they may “sharpen the pencils”
to make adjustments to the project to close the gaps. They
may seek to increase prices on the market-rate units where
they believe it is possible, which is subject to many factors
in the marketplace, or they will find ways to lower costs

a bit where it makes sense. There are always limits to the
adjustments that can be made. It is czb's assessment that

a 10% inclusionary requirement could be feasible, but with
caveats: the allowed densities must exceed 10 DUA and
the targeted household incomes must not be less than
60% of the Town’s median household income for rental
units and 80% of the median for ownership units (See
Appendix for median income figures.)

(Additional information on inclusionary housing
.m can be found later in Part 2 of this document and
in the Appendix.)
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Importance of Public Subsidy

Higher densities and inclusionary housing requirements
can only achieve certain levels of affordability on their own.
If those tools do not meet local affordability goals, either
because they do not produce enough affordable units,

do not produce units affordable to incomes that the Town
hopes to assist, or both, then additional resources are
needed to close gaps.

Boiled down to its bare essence, affordable housing
work is about filling the gap between what housing
costs to provide and what a household can afford to
pay. This requires, in some way, shape, or form, subsidy
flowing from somewhere, and this is almost always from
the public sector. Even in cases where housing can be
built less expensively, through adjustments to allowed
units per acre, unit size, or quality, subsidy may still have

a role to play because the gaps between what housing
costs to provide and what many households can afford is
so great. For example, if a typical two-bedroom market-
rate rental unit has a total development cost of $400,000,
and somehow that cost could be reduced by 25% to
$300,000—a significant reduction—through higher density
or decreased square footage, the resulting monthly rent of
$3,000 would still require $120,000 in annual household
income. In a market like Erie’s, the private sector is unable
to build cheaply enough to provide affordability for
households with annual incomes much below $100,000.

Public sector funding of affordable housing goes back
to the very first public housing projects before the
middle of the 20th century. Low Income Housing Tax
Credits and Community Development Block Grants
have been important sources of subsidy to affordable
housing developers for decades. Individual households
are also recipients of housing subsidy, via Housing
Choice Vouchers for example. Local governments
also have the ability to raise and spend their own
funds to subsidize affordable housing, whether to
developers or to households, or both. As with every other
public expenditure, the decision to allocate resources
to affordable housing is a matter of political will,
prioritization, and trade-offs.

What
housing
costs

SUBSIDY

Gap
between
what
housing
costs to
provide

and~what a
household
can-afford

to. pay.

PART 2

What
households
can afford
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U Options for Taking Action

Framing
Strategic
Options

The dominant housing type

in Erie is the owner-occupied
single-unit detached house,
most of which are relatively
recently built. The Town has
limited rental options and
therefore also limited naturally
occurring affordable housing,
which tends to exist in aging
rental units which have
become less desirable in the
marketplace over time and
thus relatively affordable. Any
household with an income of
less than $150,000 seeking to
become a homeowner, or any
household that prefers to rent,
will find their choices severely
limited in Erie.

If Erie is to make any progress
on housing affordability, it will
need to diversify the housing
stocks both in tenure and
price point. As the Town's
housing stocks become more
diverse, the growing numbers
of different types of units

will become opportunities to
capture some affordability
benefits.

More diverse new housing
options, on their own, will

not achieve substantial
affordability gains, but diversity
is a precondition for the
effectiveness of other tools.

There are a number of
considerations for adding
affordable housing in Erie:

Product type and tenure
dictate price point.

Generally speaking, rental
products, usually in the

form of stacked flats, can be
constructed and operated so as
to be affordable to households
with incomes around $100,000
while attached ownership
products will likely require tens
of thousands of dollars beyond
that, and new detached
ownership products will require
incomes well above $150,000.

? ‘E 'E.
o ff i

fic

!

Density allowances
dictate product type
and tenure...and scale
matters.

Under prevailing conditions,
rental products are infeasible
in nearly all cases unless they
can be built at 20 DUA, and
attached townhome products
ideally should be built at

15 DUA or higher. It is also
the case that insofar as an
affordable housing supply will
have to come from new units,
and the affordable units will
be some percentage of the
total new units, the supply

of affordable units will be
dependent on the Town’s
total growth in housing units.
Greater allowed densities will
facilitate the delivery of more
units.

]E ¢ 20 DUA
or higher
1141 oy

l

This means Erie needs
more stacked flat rental
units first, and attached
ownership products
second.

# (B
#2 (R R

&

This means Erie needs
more areas where explicitly
allowed densities can
reach or exceed 20 DUA.

-
P B
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Planning and policy
dictate density
allowances.

Density allowances will

be codified in the Town's
UDC, but policy precedes
legal implementation. The
community needs to support,
and the Board of Trustees
needs to embrace, increased
housing diversity production,
densities, and affordability.

HOUSING
DIVERSITY

INCREASED E‘
DENSITIES 195

AFFORDABILITY

©

y

£
!

PART 2

Denser housing types
alone cannot solve
affordability.

The most affordable new
market-rate housing unit is not
necessarily affordable to the
Town'’s potential target markets.
Although new rental units will
be more affordable than new
ownership units, development
costs at the time of this report
will cause new rental units to be
affordable only to households
with incomes around $100,000.
Getting newly built housing

to a price point affordable

to lower-income households
means requiring some
affordability from developers
and likely also providing
additional financial subsidy to
close cost gaps.

AFFORDABILITY
REQUIREMENTS

€4 N

!

SUBSIDIES TO
CLOSE GAPS

This means the Erie
comprehensive plan, when
adopted, needs to explicitly
call for more affordable
housing

and areas

where (! A
densities “
can reach IE
or exceed
20 DUA.

I=h

This means Erie will need
more than just land use
changes—it will need to
consider inclusionary
housing requirements and
it will need to find subsidy.

¢
$4.
y

-

=l
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U Options for Taking Action

o

Comprehensive Plan

Planning and
Land Use Pol

icy

COMMERCIAL

Lanp Use
CATEGORY.

RANGE OF
DensiTY/Size

Uses CHARACTERISTICSINOTES

Regional Primary Uses: More inten
Comm of

500,000 e
suare feet | o

n Chapter 4: Land Use

MIXED-USE

LanoUse | RanceoF
CATEGORY | DENSITYISIZE

Erie’s comprehensive plan, last updated in 2015
and just beginning another update at the time of
this report in early 2023, makes many statements
about the need for increased housing diversity

in the Town. The most direct and substantive is
Policy HN 3.2 regarding the future of housing and
neighborhoods:

ChHARACTE}  1ic

As an extremely high-level policy, this statement is a good
start. However, if the Town is committed to greater action on
housing affordability than that which resulted from the 2015
update, the new comprehensive plan should be more explicit
and detailed in its call for implementation of affordable
housing efforts. Specifically, the next comprehensive plan
should:

HN 3.2—MAINTAIN AND ENCOURAGE
HOUSING THAT MEETS THE DIVERSE NEEDS
OF RESIDENTS

There is growing concern about the availability of
attainable housing for low and moderate-income
families in Erie. The Town will work with the
private sector and non-profit agencies to ensure

that sites that are potentially suitable for housing 3

are available within the Planning Area to achieve
a variety of price points. This should include sites
at a variety of scales to accommodate both small
infill projects and larger redevelopment or green

field projects. In addition, the Town will encourage

innovative design in housing by considering
financial incentives and other mechanisms to
reduce development costs.....

38

Acknowledge and incorporate the data and analysis
included in this report.

Establish a housing vision that includes a much greater
proportion of rental units than the Town now has.

Recognize that new housing should and will be built at
much higher densities than Erie’s historical norm.

Explicitly identify the locations within Erie—
neighborhoods, intersections, and special planning areas,
but not exact parcels—where higher density housing will
be allowed.

Acknowledge that affordable housing means income-
restricted housing, regulated by the Town, and that
specific income targets must be identified.

Acknowledge that the Town'’s Unified Development Code
will need to require some level of affordability because
the private sector left on its own will not produce it.

Acknowledge that the Town will almost certainly need to
identify sources of financial subsidy to support affordable
housing development.
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Future Land Use Map

The Town's future land use map, which is
locally referred to as the Comprehensive
Plan Map, is in fact comprehensive,
specifying what kinds of land uses should
go where and accounting for nearly the
entirety of the Town'’s planning area.

The existing land use descriptions for areas
in which higher density and affordable
housing may best be located—High Density
Residential, Mixed-Use, and Regional
Commercial—are not explicit in suggesting
such uses for those areas. Admittedly, land
use descriptions at the comprehensive
plan level are meant to be somewhat
general, but more detailed encouragement
of denser and more affordable housing

is appropriate if Erie is committed to
addressing housing affordability.

As of the time of this report, the future land
use map has only a few spots that envision
High Density Residential uses, which
describes attached townhouse and stacked
flat rental products. It has greater acreage
devoted to Mixed-Use and Regional
Commercial, especially at the Erie Gateway
and, to a lesser extent, Erie Town Center.

Assuming development of the Gateway
and Town Center proceeds as generally
envisioned, and areas designated as High
Density Residential are proposed for
development (e.g. the Summerfield planned
development south of Highway 52), these
constitute the Town’s best, and perhaps
last, opportunities to leverage housing
affordability. The land use designations and
the future land use map need to explicitly
set expectations for housing densities and
affordability, specifically areas suitable

for minimum of 15 DUA for townhouses
and 20 DUA for multi-unit rental (these
densities also support inclusionary housing
as outlined on the following pages). It is
also appropriate within the comprehensive
planning process, and the future land use
mapping, to examine whether some areas
currently envisioned as Rural or Low Density
Residential might in fact be candidates for
higher-density residential use in the future.

PART 2

Summerfield Gateway
Planned —_—
Development

Town of Erie, Colorado
Comprehensive Plan - 2015 Update
Land Use Plan Map

High Density Residential \ \ \\\\
N
Mixed-Use T\ ,,,,,,,, “
. Regional Commercial
Land Use Plan Legend
s =
0
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U Options for Taking Action

B Land Use Regulations

Zoning

The Town's Unified Development
Code, Title 10, was updated

in January 2022 with particular
attention given to the zoning
districts and uses section. In
general, the updated district
designations and allowed uses
align well with what has actually
been built to date town-wide,
however, there are some apparent
discrepancies between the 2015
comprehensive plan, the future land
use map, and the zoning code.

Achieving Sufficient Densities in More IE q 20 DUA

Locations Sl
densities above 15 DUA and 20 DUA 1} I} I} o 1 §r nggrA
are necessary to create products that :

can diversify the Town’s housing stocks in tenure and in price point,

and support potential inclusionary requirements. The only base zoning
districts that would allow at least 15 DUA—High Density Residential,
Neighborhood Mixed-Use, and Commercial Mixed-Use—are not widely
used. If the Town is committed to facilitating better housing affordability,
starting with increased housing density, the zoning districts and their
mapped locations should send a stronger signal to the development
community that such uses are allowed by right in a greater number of
locations.

As described throughout this report,

Aligning Zoning Districts with Future Land Uses

The future land use classifications in the comprehensive plan suggest that
the densest housing types should be allowed not only in High Density
Residential and Mixed-Use locations, but also in Regional Commercial
locations. For example, Outlook Nine Mile and Enclave Vista Ridge are
both rental developments in locations designated as Regional Commerecial
on the Future Land Use Map. At the time of this report, however, the
associated Regional Commercial zoning district does not allow multi-family
residential. Furthermore, it is reasonable to expect that other locations
with Regional Commercial future land use designations, such as the

Erie Gateway, will be attractive for dense housing development but it is
unclear which zoning district is most appropriate to achieve dense housing
outcomes.

Everywhere the Town's highest density housing types are found (e.g.

Blue Sky at Vista Ridge and Outlook Nine Mile) or where future land use
designations suggest they might be built and where they have been
proposed at the time of this report (e.g. Summerfield and North Station),
Planned Development zoning is in place. What this suggests is that the
Town currently lacks a base zoning district that can effectively support
housing development above 15 DUA as it is being delivered by the private
sector in recent years and at the time of this report. Planned Development
zoning is a tool that can flexibly achieve a range of desired outcomes,
including housing outcomes. But it is a reactive tool
that does not make clear at the outset what the
Town can say “yes” to and what it clearly wants. The
new comprehensive plan, expected to be complete
in 2024, should set a clear vision and expectations at
a policy level, and in the Future Land Use Map, and
the Town'’s UDC, zoning framework, and zoning map,
should align with the comprehensive plan.
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Inclusionary Housing

Inclusionary housing is a legal mechanism that
requires developers or builders to provide
some portion of new units as affordable, with

affordability definitions determined by the regulating
municipality. These requirements usually exist within
the part of the municipal code that controls land use

regulations, such as zoning. Given the affordability

challenges described in Part 1 of this document, and
the development cost and market realities described

earlier in Part 2, Erie may consider an inclusionary
housing approach as follows:

Minimum 5 units
project size
Affordable o,
Set Aside 10 /-o
(one in every ﬁ
ten newly built
units must be
affordable)
Annual o,
Household 80% 80%@
Of the Town Median Income

Income Targets

median income
for ownership
units

60%

of the Town
median income
for rental units

e

60% <P

Median Income

S—

o §yo

Alternative
Means of
Compliance

Cash-in-lieu fee, to

be calculated and
updated annually

o=7

PART 2

It is impossible to know exactly what such an ordinance
will produce, but it can be reasonably speculated based
on development cost and market realities at the time of
this report that the following would occur in the near-term
(2023 and 2024) if those realities do not drastically change:

* Developers of larger single-unit detached houses (i.e.
those built at densities of less than 10 DUA) will find it
challenging to deliver affordable units and will seek to
pay the cash-in-lieu fee.

* Developers of somewhat smaller single-unit detached
houses and attached townhouses built at densities of
10 DUA or greater may choose to deliver the units
or pay cash-in-lieu, depending on specific project
conditions. As project density increases in these cases,
the incentive to build affordable units should also
increase.

e Developers of rental projects should be willing to
deliver the affordable units.

The approach can be further calibrated by fine-tuning the
cash-in-lieu fees. In nearly all inclusionary housing systems,
a number of details must be worked out and within these
details are incentives and disincentives. For example, some
communities tilt the system toward producing cash-in-lieu
by making it a more attractive option than building the
units. Others may do the opposite, setting the cash-in-

lieu fees at such a high level that building the units is less
onerous than paying the fee.

The approach outlined above is biased, by design, toward
the delivery of units over the payment of cash-in-lieu fees.
It also assumes that planning, policy, and zoning tools will
shift in the direction described in this document. If they

do not, an inclusionary housing program is far less likely to
produce many affordable housing units. This approach is
basic, simple, and straightforward but fundamentally sound
in its construction and ambitions. If the Town adopts such
an approach, and it shows signs of success in the early
years, it should be reevaluated to see if the program could
be more ambitious, either in requiring a greater percentage
of units as affordable, or deeper levels of affordability, or
both. Before an inclusionary ordinance is passed by the
Board of Trustees, discussion of the details will be critical
and it should be made clear that regular updates to the
ordinance, as frequently as every year, will be necessary as
conditions change.
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B Financial Subsidies

While inclusionary
requirements can procure
some affordable units

from the private sector,

the percentage of units

and the affordability levels
are constrained by project
realities. Achieving additional
affordability requires
additional subsidy. In cases
where the Town desires
deeper affordability than
inclusionary requirements can
provide, it will have to pay
the difference. In addition,
affordable housing developers
are in a highly competitive
situation when it comes to
leveraging major subsidies
such as Low-Income Housing
Tax Credits (LIHTC). Beyond
establishing zoning tools that
can explicitly accommodate

a multi-unit rental project

of at least 20 DUA, local
municipalities hoping to
attract such a project should
be willing to make financial
investments and thus help
the LIHTC developer succeed
in putting together such a
deal. Locally derived revenues
can be used as grant or

loan funds to affordable
housing projects, or to
purchase property or land
for future affordable housing
development. Local funding
can be derived from different
sources.

Inclusionary
Housing Cash-
in-Lieu Fees

As described previously, inclusionary housing requirements
are one way to add affordable housing to the Town'’s supply.
But some communities look to inclusionary housing at least
partially as a funding source for affordable housing. Cash-in-
lieu of units is a common means of complying with inclusionary
requirements, meaning the developer pays a fee instead of
providing the required units. The cash can then be applied

to other affordable housing endeavors. It must be noted

that although the revenue is a useful tool, it only flows to the
Town if affordable units are not built. Whether this is seen as
positive depends on overall strategy. Local governments with
sophisticated affordable housing operations, whether in-house
or in partnership with local providers, may see the cash as
preferable to the units, because the local government has its
own plan to produce the units.

Development
Impact Fees

1 Elc=g

In some communities that do not have inclusionary housing
requirements, affordable housing impact fees may be imposed
on development to help pay the costs of affordable housing
development. There are limitations and restrictions to impact
fees, and they may only be used to defray the costs of meeting
service needs created by new development. Because of the
law governing impact fees, careful thought and analysis would
be needed to quantify the impact of new development and to
establish eligible uses for the fee revenue.

Dedicated Taxes

264
L L)

—

Local governments commonly impose taxes specifically
dedicated to funding affordable housing. Taxes on hotel
stays, short-term rentals, restaurant meals, and various other
transactions have all been used to provide revenues to local
government coffers for this purpose.

One-Time
Monies and
Grants

||| /0.}

Local governments from time to time find themselves

with budget surpluses, unspent funds of various kinds, or
unexpected revenue sources such as federal funding from the
American Rescue Plan Act (ARPA). These are all opportunities
to set funds aside for affordable housing opportunities.
Similarly, grant opportunities may become increasingly
available due to State action in Colorado on affordable
housing.

General Fund
Appropriations

),

111

Regardless of the exact revenue source, local governments
have the ability to simply allocate affordable housing resources
from the General Fund, which is normally the local source of
funding for basic government services such as public safety,
public works, etc. This is especially true if the community sees
housing expenditures as a basic obligation and ongoing cost
of local government, as opposed to a special or one-time
obligation.
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Housing Related Fees in Area Communities

Residential

Inclusionary Mechanism

Housing

Boulder 0
Broomfield 0
Lafayette 0
Longmont 0
Louisville 0
Superior 0

B

Cash-in-
Lieu Fee

4

Cash-in-
Lieu Fee

=g

Development
Fee

B

Cash-in-
Lieu Fee

B

Cash-in-
Lieu Fee

4

Cash-in-
Lieu Fee,
but only
for projects
of fewer
than ten
units

Amount

$65,184 - $301,680
per required
affordable unit

$88,566 per required
affordable ownership
unit

$55,295 per required
affordable rental unit

$1.00 per square foot
of interior floor area

$7.90 per finished
square foot for
ownership

$1.90 per finished
square foot for rental

$9.24 per finished
square foot for
ownership

$4.72 per finished
square foot for rental

Undetermined at the
time of this report

PART 2

Non-Residential

Mechanism

Affordable
Housing
Capital Facility
Impact Fee

N/A

Development
Fee

N/A

N/A

N/A

Amount

$17.76 - $30.45 per square
foot for most uses

$1,746.03 per bed for
nursing home/assisted living

$5,238.09 per room for
lodging

N/A

$1.00 per square foot of
gross floor area

N/A

N/A

N/A
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B Land Purchases and Dispositions

In a market with high and rising
land prices, buying and holding
land can be an important future
contribution to affordable housing
development. First, sites are

Purchases

The Town should consider acquiring land if and as opportunities
arise if the site(s) in question are appropriate locations for future
housing development. This is especially important in anticipation

critical for affordable housing
developers and the public sector
holding a site, or sites, while a
deal comes together is one less
stressor for the developing entity
to worry about. Second, ownership
equals control in a marketplace
with strong development pressure.
And third, as values rise over time,
and sites become rare, the public
contribution of a site may be just
as good as a cash contribution, or
better.

of the kinds of projects that will
support uncommon affordability, even
above and beyond what is possible
via inclusionary housing requirements.
These include fully affordable projects
that might someday be completed

by local nonprofit housing agencies,
or complex mixed-income projects
unlikely to ever be completed by the
private sector without public sector
involvement.

This approach is nothing new for the
Town, which most recently purchased
nearly 20 acres at the northwest
corner of County Line Road and

Erie Parkway in order to move its
Town Center vision closer to reality.
Funding for land acquisition, should
opportunities arise, would come from
affordable housing funds generated
via the mechanisms described on
page 34.
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PART 2

Disposition

Another reason that public ownership
of land for affordable housing
development is a wise investment

is because carefully considering the
best use of a site, and doing the
commensurate planning work it
requires, can take a good deal of time.

When the Town is able to establish a
vision, refine it to a conceptual small
area or even site plan inclusive of all the
goals and expectations the community
may have, and commit to a regulatory
approach and potential incentive
package that will make it all work, the
odds of a development project making
its best possible contribution to the
Town increase dramatically. This is more easily done when the
Town itself controls the site, can give the project the proper
thought and public vetting, and can then seek a development
partner to bring the community’s vision to fruition. Again, the
Town's request for proposals for a development partner at the
Town Center site is a clear example of how such an approach
would work, with future opportunities more directly aimed at
affordable housing outcomes.

N
III1
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Town of Erie Median Household Income by Household Size

Household Size 2020 2021
1-person households $66,216 $66,446
2-person households $116,204  $124,291
3-person households $142,633 $160,938
4-person households $159,583  $166,389
5-person households $137,384  $165,417
6-person households $160,536 $164,239
7-or-more-person households $177,857 $148,558

Source: 2016-2020 and 2017-2021 ACS Five Year Estimates
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Inclusmna
Income

( ypothetical Scenarios)

Target Household Income  Per Unit Gap,

Housing Impacts to Project, per 20 Units,
argets, at Select Densities

S

Project Gaps to Close

5%

Requirement

10%

Requirement

Resulting TOTAL GAP

20%

Requirement

for Affordable Units Sale Price (1 of 20 units) (2 of 20 units) (4 of 20 units)
$50,000 m $625,000 $625,000  $1,250,000 $2,500,000
$75,000 |m $537,500 $537,500  $1,075,000 $2,150,000
$100,000 m $450,000 $450,000 $900,000 $1,800,000
$125,000 |m $362,500 $362,500 $725,000 $1,450,000
= $150,000 N $275,000 $275,000 $550,000  $1,100,000
$50,000 m $375,000 $375,000 $750,000  $1,500,000
$75,000 @ $287,500 $287,500 $575,000  $1,150,000
$100,000 |§ $200,000 $200,000 $400,000 $800,000
$125,000 |§ $112,0500 $112,500 $225,000 $450,000
$150,000 |E $25,000 $25,000 $50,000 $100,000

o Rirordabie Onite-"™  Momthly ront |9 S
25 DUA $50,000 m $2,250 $2,250 $4,500 $9,000
$75,000 m $1,625 $1,625 $3,250 $6,500
zg $100,000 N $1,000 $1,000 $2,000 $4,000
$125,000 § $375 $375 $750 $1,500
$150,000 $0 $0 $0 $0

Assuming all units in a project are roughly the same, on average, inclusionary housing requires
some number of units in a project to be sold at or rented for prices below the average break-
even price. Early in project planning, this projected decrease in project revenue creates a financial
gap that needs to be addressed. The gap is a function both of the number of units that must

be set aside as affordable and the level of affordability the regulations require. Based on the
hypothetical examples from pages 22 and 23, which are based on realistic development costs in
late 2022, the table above illustrates the project gaps that preliminarily result from inclusionary
requirements at selected densities, whether for ownership products (5 or 15 DUA) or rental
products (25 DUA). The project gaps for the ownership projects are reported as sale revenue and
the rental project gaps are reported as monthly rent revenue.
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Gaps of Gaps of
0%-3%  3%-5%

Inclusionary Housing Project Gaps to Close
Impacts per Unit by Resulting PER UNIT GAP
Income Targets
5% 10% 20% J}
Requirement Requirement Requirement E
(1 of 20 units) (2 of 20 units) (4 of 20 units) ]
For example, when a developer
$50,000 $31,250 $62,500 $125,000 contemplates selling what is
projected to be an $800,000
$75,000 $26,875 $53,750 $107,500 house, and is faced with a
potential gap of $22,500 (for
$100,000 $22,500 $45,000 $90,000 a household with an income
of $100,000) or $26,875 (for
$125,000 $18,125 $36,250 $72,500 a household with an income
of $75,000) created by a 5%
$150,000 $13,750 $27,500 $55,000 inclusionary requirement, - ":
developers must ask themselves '
whether they can cut costs by the '
$50,000 $18,750 $37,500 $75,000 gap amount or pass the costs on E
to some of the buyers. Depending :
$75,000 $14,375 $28,750 $57,500 on the cash-in-lieu amount, they '
may decide instead to simply pay !
$100,000 $10,000 $20,000 $40,000 the cash-in-lieu fee. E
$125,000 $5,625 $11,250 $22,500 E
$150,000 $1,250 $2,500 $5,000 E
If the project is apartments for E
$50,000 $113 $225 $450 rent, and the future operator is | __E
required to rent some percentage '
$75,000 | $81 I_| | $163 I_| $325 of the units to households with !
L incomes no higher than $75,000, !
$100,000 $50 $100 $200 whether 5% or 10%, developers .
must ask whether costs can be cut i
$125,000 $19 $38 $75 to reduce the average monthly E
rent by $81 or $163, or pass '
$150,000 $0 $0 $0 those higher rents on to future i
tenants. Or, they may decide to i
pay the cash-in-lieu fee. E
The project gaps described on the previous page can be converted to per Where the Town sets these i
unit gaps as shown above. The per unit gaps are simply the total project requirements has important '
gap divided by twenty units. This helps illustrate, for every unit that a implications for effectiveness of |-+
project will include, the average gap that needs to be closed in order for an inclusionary system and careful
the inclusionary requirement to be absorbed and addressed. calibration is required.

czb estimates that, generally speaking, developers and builders can likely
find ways to close a gap of 3% or less (highlighted in yellow). It may be
possible, though difficult, to close a gap of 4% or 5% (highlighted in
orange). Beyond 5%, something fundamental may have to give, meaning
the project could become infeasible.
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Integrating Higher Densities
into a Suburban Context

The term density has been used throughout this document
to help explain how future development projects

might achieve economies of scale to diversify housing
offerings and support inclusionary housing policies and
requirements. This will require explicit changes to the
Town’s Comprehensive Plan and Unified Development
Code (UDC) as outlined in Part 2 of this document.

That work began in late 2022 and offers the perfect
opportunity to ensure the new land use plan as well

as the ensuing zoning map and zoning code identify
growth districts throughout the Town that can and should
accommodate increased densities that allow for, and
require, the construction of affordable housing via an
inclusionary housing ordinance.

Low
Density

&

The following illustration, from a 2019 presentation to
the League of California Cities — Planning Commissioners
Academy, illustrates housing types at various densities
with associated building heights and images of what
each housing type might look like. Each of these housing
types may be applicable in the Town of Erie, in the right
locations.

High
Density

UP TO 12 DW/ 13- 24 DU/AC 20-30 DU/AC +40 DU/AC
€ i€ > >
+ SINGLE FAMILY, DUETS, + TOWNHOMES + WALKUP APARTMENTS - PODIUM OR WRAFS
+ FRONT OR ALLEY LOADED + FRONT OR ALLEY LOADED + SURFACE PARKED + STRUCTURED PARKING
* 1,20R 3 STORIES + 20R 3 STORIES « 3 STORIES « 4 STORIES
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Examples of Higher
Density Housinlg Types
than are Typical in Erie

Berry Farms in Franklin, TN with
multi-unit stacked flat housing
located in a mixed-use district.

Credit:tennesseean.com

A six-plex unit with pitched roofs
typical of suburban attached
single-unit dwellings.

Credit:yankee-capital.com

West Broad Village in Glen Allen,
VA is an example of a mixed-
use development of four and
five story buildings that support
housing on the upper levels and
commercial development on the
first floor.

gathersbergmd.gov
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