
June 20,2005 

To: City Council 

From: City Manager 

S ~ b j ~ c f :  AMENDMENTS TO THE INCLUSIONARY HOUSI 
!NC-L!JS!ON/?!?Y !-!OUS!NG REGULAT!OF?S 

NG ORDINANCE AND 

The Specia! Cemmittee en !nc!usimary H~using reviewed the attached repn!? m 
May 31. 2005. The Committee appreved staff recemmendatiens ? .  2,  3b, 3d, 3e and 4 
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Community Deveiopment Committee (CDCj to be your primariiy advisors on aiiordabie 
housing . Eeiore estabiisihing another aavisory group, the Councii may want to consiaer 
revising tneir roie or W O ~ K  pian to better meet your needs. 
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Respeciiuiiy submitted, / 

/ 
f . .  / 

CYNTHIA J. KURTZ 
City Manager 



TO: CITY COUNCIL 

THRU: SPEC-!AL C-O!! 

May 23,2005 

!N !NC-LUS!ONP.!?Y HOUS!NG 

FROM: CITY MANAGE!? 

2. Approve the ioiiowing amendments to the Ordinance: 

Definition of "Residentiai Project shail be expanded to include: a) 
projects consisting of five to nine dwelling units ("Small Projects"); b) 
approved Subdivision Maps of five or more lots; and c) single room 
occupancy [SRO) pro!ects of five or more units; 

Small Projects shall comply with the Ordinance by providing one on-site 
affordable unit (at moderate income affordahility for ownership projects 
or at low income affordability for rental projects! or, as an a!ternative: a! 
one off-site affordable unit; b) land donation; or c) an !n-Lieu Fee 
payment in accordance with the adoptinn nf !!?-Lie! Fee Schedu!e f ~ r  
.Sma!! Pro$&; 

!?esidentia! Projects causing disslacernent ~f Isw and mcderate-income 
househo!ds sha!! be required te cernply with the O:dinance by providina a 

!nc!usbnary Units sn-site; and 

Incresse the aff=:dabili?y cwenant period on f~;-sa!e I ~ n e i s h i i i ' l  , - . . . . - . - . . . , 
!nc!usienay Units f:cm 30 yeas t~ 45 years. 



-. 
b. I ne eiigibie uses of inciusionary Housing Trust Funds shaii be expanded 

to inciude purchase of aiiordabiiity covenants; 

c. The In-Lieu Fee Scheduie shaii be updated and adopted by the City 
Council every five years, based on a reai estate market study, with the 
following provisions: i) the updated In-Lieu Fees shall incorporate a 10% 
adlustment which would be fully waivable; and ii) during the five-year 
period the In-Lieu Fee Schedule shall be adjusted annually in 
accordance with housing market indices; and 

e. The ~reparat im . . ef a Biennia! !nc!usionary !-lousing program 
Perfermmce Assessment. 

A n i m d  t h n  P i t \ ,  A t t n r n n t r  tn nmn-rn t r ~ i t h i n  R n  r l ~ \ r c :  -r. WIIGUL LI IG WILJ n r r w l  I IGJ LW PI GPUI b V V I L I  III I uu UUJO 

On February 24, 2005 and Aprii i4 ,  2005, the Community Deveiopment Committee (CDCj - 
considered tnree proposed amendments to the inciusionary Housing Reguiations. I wo of 
the amendments received the CDC's recommendation on February 24, 2005 for their 
adoption by the City Councii. At its meeting of Aprii i 4 ,  2005, CDC conditionaiiy 
recommended City Councii adoption of the third amendment enabling the use of 
inciusionary Housing Trust Funds to purchase affordabiiity covenants. The conditions of 
the recommendation were I j a detaiied financiai anaiysis of each project where funds 
wouid be utiiized and 2 j  a biennial performance assessment of the use of lnclusionary 
Housing Trust Funds. 



Since its advpiion of !he inciiisioiiary. i-ioiisiiig Gidiiiaiice (tiie 'Qrdiiiaiicenj and 

inciusionary Housing iieguiations (the "Regcriaiions"j in July 9, 20(-j;, Reglliaiivns 
have been amended pursuant 'ro resoiutions adopted by the City Councii on h i y  21, 2003 
and August 16, 2004. At this time, amendments are proposed to conciseiy define ihe 
autnority and requirements of both the Ordinance and Reguiations in accord with the goais 
of increasing the avaiiabiiity of newiy constructed affordabie nousing units citywide, 
preserving existing affordable housing, and improving the City's operationai effectiveness. 
The proposed amendments are summarized below with more specific amendment 
language contained in the following Attachments. 

BACKGROUND 

2. Smaii Proiecis; Compiiance Resuiremenis and in-Lieu Fee -- Smaii Projects wiii be 
required to compiy with the 'inciusionary Unit Requirement" by providing one on-site 
inciusionary unit at a cost affordabie to moderate-income househoids for for-saie 
jownershipj projects or one on-site unit at a cost affordabie to iow-income households for 
rentai projects. Aiternatives to providing the inciusionary Unit requirement would be: a) 
one off-site inclusionary unit at the stipulated affordability level; b) land donation; or c) an 
In-Lieu Fee payment in accordance with the In-Lieu Fee Schedule for Small Projects. 

3. On-Site lnclusionary Unit Requirement For Development Causinq Displacement -- 
Residential Projects which result in the displacement of low and moderate-income 
households will be required to provide on-site inclusionary units in accordance with the 
Ordinance. Alternatives to providing on-site inclusionary units will not be available. This 
amendment assures the provision of affordable units otherwise removed from the market. 



i . Tnresnoid Criteria for De veiopments Assisted witn inciusionary iiousing Trust 
Funds Proposes PCDCICity Council review and threshold criteria for consideration 
of affordable housing developments located in Suh-area B that seek assistance 
frem !nc!usionary !4eusin~ - Trust Funds. The purpose of the proposed review and 
nritnrirr io tn rrn mnrA nnrrinet thn nnnnhntrrrtinn nf rreeietnI-4 I ,nite in el ,h mrno P 
b! ! L G !  !a !a L U  YUo! U oYO!! ! D L  L! !G bU! !bG! !L! O L ! U ! !  U! O D J ! D L G U  U! ! ! L a  !!! UUU-O! GO Y; 
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Lieu Fee Sche.jiiie eiiery. fi.v,e based .upoii a reai i-iiarket Gj a 10% 
oppofiiiiiiiy cost is added to the base iii-iieu Fee cj  annual ad]usimeni 
of ihe in-iieu Fee Scheduie tied indices. objectives the proposed 

amendment is io: I j esiabiish in-Lieu Fees which more accuraieiy reiieci prevaiiing reai 
estate m a i ~ e i  conditions and the housing aiiordabiiity gap; and 2j  mitigate the potentiai 
opportunity cost to the City resuiting from the bifurcated payment of in-iieu Fees by 
deveiopers over an extended time period. 

4. C~ty R~qht of Fmt Refusal Upon Sale of lnclus~onary Ownership Units 
The Regulations currently do not stipulate a "right of first refusal" provision which can be 
exercised by the City. The proposed amendment would require that the Purchaser 
Affordability Agreement contain a provision affording the City the right of first refusal in the 
event of a resale of an ownership lnclusionary unit. This provision would assist the City in 
protecting against the loss of affordable ownership units 



the prnposed djustments to !n-Lieu Fee Schedu!~ may - generate - added revenues fer the 
!nc!usionav H~ousing Trust Fund. Hewever, it is not possible to accurately estimate the 
Qmnl ~ n t  nf now rn\lnn~ In frnm thncn cnl lrrnc at  thic timn 
UI I IVUI I. VI I I"". I """I IU" 1 ,  VI I I L I  IUU" UVUI ""U U. L I  ,Id &,I I I". 

?- ' Directer ef Planning and 
Devel~pment 

4 TI-..--L-I-I --: I--:-  I I - -  -r 1 - - I . . - !  I I -  
I .  I I I I ~ S I I U I U  u l ie l la  I W I  use UI rrlclusluriary nousing Trust Funds 

[PA-&:-- \ I l l \  
\ ~ ~ C ; L I U I I  v 11) 

2. Purchase of Affordabiiiiy Covenants with inciusionary iiousing Trust 
Funds \ii 

3. in-Lieu Fee Scheauie -- Five-Year update, i 0% Adjustment, Annuai 
index (Section iV.A. j 

4. - . - . L L  -r F . . - L  --f ~ i g r i r  or rrrsr ~erusa i  (Section Vi.B.j 
5. Performance Assessment (Section Vi i j  
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