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DATE: JANUARY 30,2006 

TO: CITY COUNCIUPASADENA COMMUNITY DEVELOPMENT 
COMMISSION 

FROM: CYNTHIA J. KURTZ, CITY MANAGERlCHlEF EXECUTIVE OFFICER 

SUBJECT: JOINT PUBLIC HEARING: APPROVAL OF AMENDED INCLUSIONARY 
HOUSING IN-LIEU FEE SCHEDULE AND INCLUSIONARY HOUSING 
REGULATIONS; AND JOINT APPROVAL BY THE ClTY COUNCIL AND 
PASADENA COMMUNITY DEVELOPMENT COMMISSION OF THE 
LOCAL PREFERENCE AND PRIORITY SYSTEM GUIDELINES 

RECOMMENDATION: 

It is recommended that after close of the public hearing, 

1. The City Council adopt a resolution amending: 

a. lnclusionary Housing In-Lieu Fee Schedule as set forth in Exhibit "A", and 

b. lnclusionary Housing Regulations as follows: 

i. Use of lnclusionary Housing Trust Funds to assist residential developments 
shall be subject to review and to threshold criteria which limits the 
concentration of such developments in Sub-area "B"; 

ii. Eligible uses of lnclusionary Housing Trust Funds shall be expanded to include 
purchase of affordability covenants; 

iii. In-Lieu Fee Schedule shall be updated and adopted by the City Council every 
five years, based on a real estate market study, with the following provisions: 
1) the updated In-Lieu Fees shall incorporate a 10% adjustment which would 
be fully waivable; and 2) during the five-year period the In-Lieu Fee Schedule 
shall be adjusted annually in accordance with Consumer Price Index (Housing 
Component); 



iv. City shall have a "right of first refusal" to purchase lnclusionary ownership units 
in the event of a resale; 

v. Preparation of a Biennial lnclusionary Housing Program Performance 
Assessment; and 

vi, Institution of a Preference and Priority System for local residents and 
employees. 

2. The City Council and Pasadena Community Development Commission adopt a joint 
resolution approving the Pasadena Local Preference and Priority System Guidelines and 
its application to City of Pasadena and Pasadena Community Development Commission 
sponsored andlor supported affordable and workforce housing units. 

EXECUTIVE SUMMARY 

Approval of the lnclusionary Housing recommendations amend the lnclusionary Housing 
Regulations as approved by City Council on July 1, and August 1, 2005, and increases the In- 
lieu Fees paid by developers of residential projects subject to the City's lnclusionary Housing 
provisions. Additionally, approval of the Local Preference and Priority System Guidelines 
implements the directions approved by the City Council on August 1, 2005 to establish a 
priority selection system for affordable housing and workforce housing units sponsored or 
supported by the City of Pasadena or the Pasadena Community Development Commission 
with preferences for those persons and households whom live or work within Pasadena unless 
prohibited by law. 

BACKGROUND 

On July 11,2005 the City Council conducted a public hearing and approved amendments to 
the lnclusionary Housing Ordinance and lnclusionary Housing Regulations. City Council also 
directed staff to: 1) research and develop a local preference program for affordable units 
supported with local resources and workforce housing units, and 2) conduct a financial analysis 
updating the In-Lieu Fee Schedule based on current market prices. Keyser Marston 
Associates (KMA) was commissioned to perform the financial analysis and update the In-lieu 
Fee Schedule. The Proposed In-Lieu Fee Schedule is attached as Exhibit "A" of this report and 
the KMA analysis is provided in Exhibit "C". The Local Preference and Priority System 
Guidelines are provided in Exhibit "B". 

AMENDED IN-LIEU FEE SCHEDULE 

On July 11,2005 the City Council conducted a public hearing and approved amendments to 
the lnclusionary Housing Ordinance and Regulations that included application of the In-lieu Fee 
Schedule to residential projects including subdivision projects of 10 or more parcels and single- 
room occupancy projects of 10 or more units. Amendments to the In-Lieu Fee provisions were 
also approved as follows: 1) updating the In-Lieu Fee Schedule once every 5 years, based on 



a real estate market study 2) incorporating a 10% surcharge to the base In-Lieu Fee which 
would be waived if 100% of the In-Lieu Fee is paid at issuance of a building permit and 3) 
instituting an annual adjustment to the In-Lieu Fee Schedule based upon market indices. 

Subsequently, at City Council's direction KMA was contracted to perform the first 5 year real 
estate market analysis for the amended In-Lieu Fee Schedule. For the current analysis KMA 
again employed a methodology that divided the city into sub-areas to reflect varying land 
values and development characteristics. Based on KMA1s survey of the housing market 
priceslrents in each sub-area and computation of the estimated maximum affordable housing 
costs payable by low and moderate income households, affordability gaps (differential between 
market costs and affordable costs) were calculated utilizing the 15% lnclusionary Housing 
requirement for both rental (10% low & 5% moderate-income) and for-sale (15% moderate- 
income) units. The affordability gaps were determined by number of units, development type, 
zoning restrictions, income group and sub-area, then converted to the applicable In-Lieu Fees. 
The In-Lieu Fees are based on the affordability gap and not the total unit development cost. 

Staff is recommending approval of the proposed the In-Lieu Fee Schedule which represents 
100% cost recovery of the financial gap between market rate housing units and on-site 
lnclusionary Units. The proposed In-Lieu Fee Schedule would also be adjusted annually based 
on the Consumer Price Index (Housing Component). 

PREFERENCE AND PRIORITY SYSTEM 

In response to the City Council's direction to institute a local preference and priority system in 
the provision of affordable and workforce housing units in the City, staff proposes the attached 
Local Preference and Priority System Guidelines. Several existing local preference programs, 
currently implemented by various California jurisdictions, were reviewed and the common 
characteristics found in these programs were utilized to develop the Pasadena Local 
Preference and Priority Guidelines. The proposed guidelines set forth the priority order of 
preferences along with procedures for administering the local preference program. The priority 
system is to be used whenever affordable and/or workforce ownership or rental housing units 
are made available to applicants who are income eligible households: 

a. First priority is given to eligible households that reside and work in the City of 
Pasadena; 

b. Second priority is given to eligible households that reside in the City of Pasadena; 

c. Third priority is given to eligible households that work within the City of Pasadena; 

d. Fourth priority is given to eligible households that have been involuntarily displaced 
from the City of Pasadena; 

The proposed Pasadena Local Preference and Priority System Guidelines substantially 
advances the opportunity for participation by local residents and those who work in Pasadena 



in City and Commission sponsoredlsupported affordable housing (i.e., Density Bonus, 
Affordable Housing Fee Waivers, Housing Opportunities Fund, Community Development Block 
Grant, Emergency Shelter Grant, Supportive Housing, Section 8 Housing Choice Voucher, 
Homeownership Opportunities, Rental Rehabilitation, etc.) and workforce housing units. 
Presently, the vast majority of new market rate multi-family rental developments and for-sale 
ownership units in Pasadena are not affordable to lower and moderate-income households 
whom are local residents or local employees. Moreover, market conditions, including the high 
cost of residential land, construction costs and financing costs make accessibility to affordable 
housing and workforce housing difficult for local residents and local employees. 

The Local Preference and Pri~rity System Guidelines require a priority order be utilized by 
developers and owners of CitylCommission sponsoredlsupported affordable and workforce 
housing units to promote the availability of these units for local low and moderate-income 
residents and employees. The Guidelines also set forth the procedures for implementing the 
Local Preference and Priority System. The Guidelines include the following provisions: 1) 
Preference, 2) Residency, 3) Employment, 4) Involuntary Displacement, 5) Marketing and 
Selection Plan, 6) Determination of Eligibility, 7) Priority Ranking, 8) Selection of Qualified 
Applicant, 9) Compliance Monitoring, and 10) Penalties for Non-compliance. The proposed 
Pasadena Local Preference and Priority System Guidelines are attached as Exhibit "0". 

CHILDREN, YOUTH AND FAMILY IMPACT 

Approval of the subject recommendation will provide increased opportunities for the provision 
of inclusionary housing units and guidance to staff and developerslowners of affordable and 
workforce housing units in the selection of eligible households whom are local residents or 
locally employed within the city of Pasadena. Implementation of the amended lnclusionary 
Housing Regulations and Local Preference and Priority Guidelines will provide an increased 
opportunity for those households living or working in Pasadena to secure affordablelworkforce 
housing units and retain or enhance their available access to city goods and services. 

FISCAL IMPACT 

Approval of the recommended In-Lieu Fees will generate fee increases ranging from 35% to 
223%, depending on the Sub-area. Based on KMA's analysis, if developers opt to pay the 
proposed In-Lieu Fees, the revenue to the lnclusionary Housing Trust Fund would increase by 
an average of approximately $1 1,400 per unit for dwellings constructed during fiscal year 2006. 

To date, the City has contracted In-Lieu Fee payments totaling $10,692,832 and collected 
$7,481,771. The balance, $3,211,061, is expected to be collected within the next 18 months. 

City ~ana~e;/Chief Executive Officer 



Approved by: 










































