Financing and Encouraging Green
Building in Your Community

« |Innovative Financing Mechanisms
- Revolving Loan Programs
= Incentive Strategies
- Structural Incentives
= Expedited Permitting Processes
= Density/Height Bonuses
- Financial Incentives
= Tax Credits/Abatements
= Fee Reductions/Waivers
= Grants

- Other Incentives
= Technical Assistance
= Marketing Assistance
* Taxes and Fees
- Fees
= Stormwater Utility Fees
= I[mpact Fees
- Taxes
= Occupancy Taxes
= Trash Tax
= Carbon Tax

Innovative Financing Mechanisms

For many homeowners the up-front costs of greening their homes deter them from performing retrofits.
In order to stimulate green retrofits, many municipalities have created revolving loan programs for
homeowners seeking to go green. These programs offer low interest loans to homeowners for energy
efficiency upgrades that are then paid back over time at a rate lower than their annual energy savings.
This eliminates the up-front cost to homeowners while allowing them to realize annual energy savings.



Incentive Strategies

One of the most effective strategies to encourage green building is through financial or structural
incentives. Rewarding developers or homeowners who adopt green building techniques spurs
innovation and demand for green building technologies.

Structural Incentives
At low or no cost to the municipality, structural incentives encourage developers to build green by
providing density bonuses or expedited permitting to make building green a more attractive option.

Expedited Review/Permitting Processes: Review and permitting processes vary widely in
length from one jurisdiction in another, in some municipalities these processes can take up to 18
months. Reducing the duration of the review and permitting process, in exchange for
committing to specific green building standards, can result in significant cost savings for the
developer. This allows a municipality to offer a significant incentive with little or no financial
investment, since it only requires a shift in permitting priority.



Density and Height Bonuses: Many municipalities allow for percentage increases in Floor Area
Ratio or other measures of density contingent upon certification or proof of green building
practices. Also many municipalities with height restrictions allow for height bonuses,
particularly for urban infill projects. This additional bonus in either density or height often
allows a developer to devote more money towards green building practices due to the
additional units allowed by the bonus.

Financial Incentives

Financial incentives, including tax credits/abatements and revolving loan funds, are a highly successful
means of encouraging developers to follow green building practices. And, contrary to the concern of
many local governments that financial incentives negatively impact a municipality’s finances, the
increased assessed property value that comes from building green frequently offsets any reduction in
revenue.

Tax Credits and Abatements: Many municipalities already offer tax credits and abatements as a
means of advancing specific policy agendas. Abatements work by exempting property owners
from paying taxes for a period of time. Credits work by crediting specific tax liabilities back to
owners of these properties. These same principles can be applied to homes or developments
that achieve green building goals.



Fee Reduction/Waiver: Some municipalities that charge fees for permit review or other
permitting processes have begun offering reductions or waivers for developers following green
building standards. Many times this incentive can be paired with a structural incentive such as
expedited permitting.

Grants: Generally grant programs will require a financial investment by the city. These
programs can often be funded by either taxes or fees, or by federal and state grants. Grants are
then awarded to homeowners or developers to go towards certification or other costs
associated with green building. Grant programs often require homeowners and developers to
submit a proposal for the grant funding, or meet specific program goals.

Other Incentives

Technical Assistance: Many municipalities are also offering free planning or certification training
and assistance, with access to a credentialed green building expert. This assistance may allow
for a developer who is unfamiliar with green building practices to build green.



Marketing Assistance: One important aspect of certifying projects under a green building
standard is being able to use this as a marketing tool. Some municipalities have begun to offer
free marketing assistance via signage, awards, websites, press releases, and other means as an
incentive for developers to build to green standards.

Taxes and Fees

These revenue generating strategies allow a municipality to raise funds that can then be appropriated
towards green building and other sustainability initiatives. Also, these can act as deterrents,
discouraging unwanted behaviors such as excessive waste generation.

Fees

Fees are often easier to implement and legislate than taxes since they can be charged for a wide variety
of services and unlike many forms of taxes, revenue from most fee programs are stable from year to
year. Many municipalities charge fees for specific services such as sewer conveyance or connecting to
the sewer/stormwater system and then use the fees charged to improve their systems.

Stormwater Utility Fee: There are a few variations on the stormwater utility fee, but most
involve charging property owners a fee for their stormwater runoff based upon their total
impervious surface area, separate from their sewer utility fees. Property owners can reduce this
fee by incorporating effective stormwater management practices on their property. Funds
generated by these fees go towards more effective municipal stormwater management facilities
or practices.



Impact Fees: Impact fees are assessed on the construction of new buildings, based on the
projected environmental impacts of a construction project. Revenues from these fees are used
to mitigate the project’s environmental impacts.

Taxes

Many municipalities use taxes on property, sales, occupancy and other items to generate funds that can
then be appropriated for green building retrofits or other green building programs. Taxes are often
dependent on assessed value or sales and thus revenue generated can fluctuate from year to year.

Occupancy Taxes: Dedicating a portion of the collected occupancy tax on hotels, motels etc. for
a specific sustainability initiative.

Trash Tax: This is a tax on the amount of trash being generated, generally passed on by the
trash haulers to the customers as a line item expense on their monthly bill.

Boulder, CO: Increasing the Trash Tax over a 2 year period allowed for increased revenues, used
for energy efficiency and increased waste reduction programs.
LINK: http://www.bouldercolorado.gov/index.php?option=com content&task=view&id=1327&Itemid=450#Question4

Carbon Tax: This is based on fossil fuel or electricity consumption measured in tons of carbon or
carbon equivalent emissions. These taxes are charged on either the front end, for carbon
consumption, or the back end for carbon dioxide or equivalent emissions. Funds from these
taxes can be used for any number of sustainability or other environmental initiatives.



