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First, it should be noted that a density bonus system is just the 
bartering of something a developer wants – more entitlements -
for something the public wants – more community benefits.

In a sense, it can be considered legalized contract zoning!
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Texas cities are very limited in what they can do when it comes to 
requiring developers to provide affordable housing.

State law clearly prohibits cities from “establishing a maximum 
sales price for private housing.”  However, cities can enact 
“voluntary” incentivized programs, such as density bonuses.

In fact, it is one of the only tools still available to cities after the 
legislature outlawed housing linkage fees this past session.
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Since 2004, Austin has adopted eight density bonus programs.

And if you only listen to staff, you would think that those bonus 
programs were an award-winning national “best practice.”

For example, staff proudly points out that, over the past 13 years, 
density bonuses have produced over 1,600 affordable units and $4 
million in fees for a total value of over $64 million.

What they fail to realize is that the City permitted almost 100,000 
TOTAL dwellings worth over $30 BILLION during that same period 
compounding our need for affordable housing.

It was a case of “the faster we grow the behinder we get.”  

In perspective, we “coulda and shoulda” have done better!
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If you also listen to those outside city hall, you soon realize that 
Austin’s use of density bonuses is not so universally applauded.

While the City has given away many millions of dollars worth of 
entitlements, it efforts have been criticized as lacking uniformity, 
predictability, consistency, clarity and a cohesive strategy; and 
underperforming in the actual production of affordable housing.

It has also been criticized as letting real estate representatives 
and developers have too big a role in designing the programs.

Sort of like letting the “fox design the henhouse!”



5

Just this past weekend, the Statesman editorially expressed its 
concern about density bonuses, asking if they truly addressed “the 
needs of those most in need of housing help.”

“At this point, city officials told us they don’t know whether 
housing generated by density bonus programs is mostly 
serving college graduates working in coffee shops, seniors on 
fixed incomes or low-income working mothers.”  

“Given the stakes, the city should slow its march in expanding 
density bonuses until it can answer the question.” 
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A 2015 City audit indicated that Austin’s density bonus efforts were 
a management mess and ineffective deliverer of affordable 
housing.  It exposed them as rudderless and resource-deprived.

The audit pointed out, for example, that only one employee had 
been assigned to coordinate, monitor and maintain the program.  
And that staff claims of accomplishment were greatly inflated.
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A quick objective look at Austin's eight existing bonus programs:

Over the past 13 years, the City has adopted eight programs, all 
of which have been a functional disappointment and are way 
overdue for a thorough and comprehensive review and revision.

Many formula components, such as tenure periods (guaranteed 
years),eligibility thresholds (MFI levels), affordability thresholds 
(restricted units) and fee-in-lieu levels (buy-out options) need a 
relook based on changing times, new data and updated policies.

For example, fee-in-lieu options for West Campus and East 
Riverside are set so low ($1 and 50 cents) that it makes no sense 
for a developer to provide on-site affordable housing. 

For some reason, however, NHCD staff has specifically 
recommended that these programs not be revisited or revised.
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Austin’s adopted Strategic Housing Blueprint recommends the 
expansion of density bonuses to “corridors and centers” and the 
initiation of a new focus on “missing middle” housing, but not a 
review and revision of its many problematic current programs.

NHCD has also predicted existing bonus programs will produce 
only 145 affordable units annually over the next decade, which is 
essentially the same production rate as the last decade.

Such a prediction is sort of like running in place, isn’t it?
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For a program with so many problems and much potential, NHCD 
recommendations are surprisingly tepid and timid.  In addition to 
expanding the program territorially, they recommend that the city:

• Explore the possibility of extending affordability periods.
• Add Housing Choice Voucher to density bonus programs.
• Amend TOD to minimize requests for fee-in-lieu option.
• Define how to determine if fees-in-lieu are “compelling.”
• Identify factors that lead developers to request fees-in-lieu.
• Include affordable housing benefits in PUD Tier 1 provisions.

Staff also specifically states that it does not recommend making any 
changes to the West Campus and East Riverside programs, which is 
very curious since they are two of the most out-of-sync.

.
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. As stated, it is believed that staff recommendations for density 
bonuses are too limited and that the City should also entertain 
the following recommendations relating to existing programs:

• Extend affordability periods for West campus and Rainey.
• Base West Campus on gross floor area, rather than net.
• Allow fee-in-lieu options for Rainey Street and VMU.
• Allow bonuses for non-residential, as well as residential.
• Require certain percent of all units to be multi-bedroom.
• Give low-income families with children housing priority.
• Achieve deeper affordability by lowering MFI thresholds.
• Adjust fees-in-lieu to be in sync with actual housing cost.
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While density bonuses in Austin have not yet produced as much 
affordable housing as they should have, it is certainly not 
because the concept is bad or that there has been no growth.  

It is solely because they have been poorly designed, staffed, 
managed, monitored, maintained, executed and enforced.

We can do much better!   And the sooner the better!

Thank You!  


