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WITH DENSITY INCENTIVES

WHAT IT IS

Hybrid Inclusionary Zoning is a land-use policy that
mandates a minimum share of affordable housing in new
residential developments, paired with density, height, or floor
area ratio (FAR) incentives that offset the cost of affordability.

When applied strategically to transit corridors, this links the
increased development value created by transit investment
to the production of long-term affordable housing.

EQUITY IMPACTS

Transit investments tend to intensify redevelopment
pressure in surrounding neighbourhoods, reducing
low-cost rental housing. Hybrid inclusionary zoning
helps stabilize affordability in these areas by ensuring
that a portion of new housing remains accessible to
low- and moderate-income households.

HOW IT WORKS

Hybrid inclusionary
zoning reshapes the
“rules of the game” for
transit-area development

Municipalities establish
baseline zoning that
reflects existing
conditions, then offer
additional height or
density only if projects
deliver affordable
housing on-site.

Developers gain access
to greater revenue
potential through
increased unit counts,
while municipalities
secure affordable homes
in locations with strong
transit access and

ESSENTIAL COMPONENTS

Mandatory affordable housing
requirements tied to new residential
development

Density, height, or FAR incentives

calibrated to local market conditions

Higher affordability requirements
within walking distance of rapid transit

Long-term affordability periods

Evidence from high-growth transit corridors shows
that mandatory inclusionary policies paired with
density incentives generate 2-3x more affordable
units than voluntary programs, while maintaining
overall housing production. By embedding
affordability into the development rights granted
near transit, the benefits of public investment are
distributed more equitably.

Over time, the policy This dynamic is
becomes part of
standard development
expectations, reducing
quickly to new

entitlements.

uncertainty and allowing
land prices to adjust to
the new regulatory
environment.

services.
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particularly important in
transit corridors, where
land values respond
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SPOTLIGHT: DENVER, COLORADO

Denver provides an illustration of citywide mandatory inclusionary housing policy implementation in a high-growth
market. In 2022, the city adopted the Expanding Housing Affordability (EHA) ordinance. The policy requires
affordable housing contributions from new residential development citywide and allows developers to access
additional density and financial incentives in exchange for delivering on-site affordable units. The policy
differentiates requirements based on land values, with higher obligations in census tracts with elevated land prices.

OUTCOMES SUCCESS FACTORS

« Mandatory affordability requirements with multiple compliance

pathways: New residential projects with 10 or more units must
include Income Restricted Units (IRUs) under one of several
compliance options. For rental housing, developers may provide
either 8%—10% of units at 60% Area Median Income (AMI) or
12%—-15% of units at an effective average of 70% AMI, depending
on whether the project is in a typical or high-cost market area.
For ownership housing, options include 8%—10% of units at 80%
AMI or 12%—-15% at an effective average of 90% AMI. All IRUs
must remain affordable for a minimum of 99 years.

» Base incentives to encourage on-site compliance: Projects that
build on-site IRUs unlock base incentives including building
permit fee reductions of $6,500 per IRU in typical market areas
or $10,000 per IRU in high-cost areas (not to exceed 50% of
total building permit fees)

» Enhanced incentives for exceeding minimum requirements:
Developers who provide IRUs beyond the minimum requirement
may access enhanced incentives, including height bonuses
(typically one additional story) in certain zone districts.

» Fee-in-lieu alternative: Developers can pay a fee-in-lieu instead
of building units, ranging from $250,000 to $478,000 per
required IRU depending on project type (rental vs. ownership)
and market area (typical vs. high-cost), with proceeds dedicated
to the city's Affordable Housing Fund.

FOR MORE INFORMATION

Urban Institute: Inclusionary Zoning_research paper

City & County of Denver: “EHA Ordinance and Affordable Housing_Fee” (official program page)
Denver: Expanding Housing Affordability feasibility analysis (exec summary)

Denver: Expanding_ Housing_Affordability Ordinance and Affordable Housing Fee

Mandatory Affordable Housing_Ordinance & Affordable Housing Permanent Funds Ordinance

Cooper et al. (2025). Living_on the Line: Addressing Transit-Oriented Displacement. Toronto Metropolitan University

The policy offers developers
choice among different on-site
compliance options (varying
AMI levels and unit
percentages), fee-in-lieu
payment, or negotiated
alternatives, allowing
adaptation to different project
types and market conditions.

Phased linkage fee increases:
The policy increased linkage
fees on non-residential and
small residential projects in a
phased approach to provide
market adjustment time and
maintain overall affordable
housing funding as some
projects shift to on-site
compliance.
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https://www.lincolninst.edu/publications/policy-briefs/inclusionary-housing/
https://www.urban.org/sites/default/files/publication/104631/inclusionary-zoning-how-different-iz-policies-affect-tenant-landlord-and-developer-behaviors_0.pdf
https://www.urban.org/sites/default/files/publication/104631/inclusionary-zoning-how-different-iz-policies-affect-tenant-landlord-and-developer-behaviors_0.pdf
https://www.denvergov.org/Government/Agencies-Departments-Offices/Agencies-Departments-Offices-Directory/Community-Planning-and-Development/Plan-Review-Permits-and-Inspections/Development-Fees/EHA-Ordinance-and-Affordable-Housing-Fee
https://denver.prelive.opencities.com/files/assets/public/v/2/community-planning-and-development/documents/zoning/text-amendments/housing-affordability/eha_exec_summary_feasibility_analysis.pdf
https://denver.prelive.opencities.com/files/assets/public/v/2/community-planning-and-development/documents/zoning/text-amendments/housing-affordability/eha_exec_summary_feasibility_analysis.pdf
https://denvergov.org/Government/Agencies-Departments-Offices/Agencies-Departments-Offices-Directory/Community-Planning-and-Development/Plan-Review-Permits-and-Inspections/Development-Fees/EHA-Ordinance-and-Affordable-Housing-Fee
https://www.denvergov.org/files/assets/public/v/1/community-planning-and-development/documents/zoning/text-amendments/housing-affordability/eha_rules_and_regulations.pdf
https://www.denvergov.org/files/assets/public/v/1/community-planning-and-development/documents/zoning/text-amendments/housing-affordability/eha_rules_and_regulations.pdf
https://www.leadingmobility.com/livingontheline

