November 15, 2013

Sacramento Housing and
Redevelopment Commission

Sacramento, CA

Honorable Members in Session:

SUBJECT: Neighborhood Transformation Plan For The Twin Rivers River
District/Railyards

SUMMARY

The attached report is submitted to you for review and recommendation prior to
consideration by the County of Sacramento.

RECOMMENDATION

The staff recommends approval of the recommendations outlined in this report.

ully submitted,

%v

LA SHELLE DQZIER
Executive Director

Attachment

801 12" Street, Sacramento, CA 95814



COUNTY OF SACRAMENTO

CALIFORNIA
For the Agenda of:
December 10, 2013
10:00 AM
To: Housing Authority of the County of Sacramento
From: Sacramento Housing and Redevelopment Agency
Subject: Neighborhood Transformation Plan For The Twin Rivers — River
District/Railyards
Supervisorial
District: Serna
Contact: Chris Pahule, Program Manager, 916-440-1350

La Shelle Dozier, Executive Director, 916-440-1319

Overview
In January 2012, the Housing Authority of the County of Sacramento received a $300,000

federal Choice Neighborhoods Initiative Planning grant from the U.S. Department of Housing
and Urban Development (HUD). The grant was provided to develop a Neighborhood
Transformation Plan for the River District/Railyards and a master plan to redevelop the Twin
Rivers Public Housing site into a mixed income neighborhood. The Neighborhood
Transformation Plan is due to HUD in early January 2014.

Recommendations

This report recommends the Housing Authority Board approve a resolution adopting the
conceptual Twin Rivers — River District/Railyards Neighborhood Transformation Plan and
authorizing the Executive Director to submit the Neighborhood Transformation Plan to HUD.

Measures/Evaluation

The Neighborhood Transformation Plan places significant emphasis on data collection,
measurement and evaluation. The Housing Authority of the County of Sacramento (HACoS)
plans to secure memorandums of understanding with various partners to share data that will be
used to create regular reports to evaluate progress of efforts. In addition, subject to Board
approval, the Housing Authority plans to hire an evaluator to assist with data collection,
management and evaluation in early 2014,

Fiscal Impact
There is no fiscal impact associated with this report. It should be noted that the Housing

Authority will bring each implementation action pertaining to the Neighborhood Transformation
Plan to the Board for consideration. The implementation of the Plan will be funded through a
variety of public, private and philanthropic sources over the course of many years.
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BACKGROUND

On January 31, 2012, the U.S. Department of Housing and Urban Development (HUD) awarded
the Housing Authority of the County of Sacramento (Housing Authority) a $300,000 Choice
Neighborhoods Initiative (CNI) Planning grant to develop a Neighborhood Transformation Plan
(Plan) for the Twin Rivers - River District/Railyards neighborhood. The Plan is a comprehensive
neighborhood revitalization plan which focuses on recommending strategies to address three
core areas: Housing, People and Neighborhoods. Once completed, the Plan will serve as basis for
revitalization of the 218-unit Twin Rivers public housing site while simultaneously encouraging
the transformation of the surrounding neighborhood with positive outcomes for families. Over
the past 24 months, Housing Authority staff has worked with a multitude of organizations,
community groups, and Twin Rivers’ public housing residents to craft this comprehensive Plan.

DISCUSSION

The Twin Rivers public housing development is the oldest development in the Housing
Authority of the County of Sacramento’s public housing inventory. Twin Rivers has existed as
an isolated and disconnected community, cut off from the surrounding area by railroad tracks,
levees and rivers, and limited connections via rail, road, or transit to other parts of the City.
Through the CNI Planning Grant, the opportunity to re-engage this community not only through
physical design but also socially through the linkage to services and the creation of a mixed-
income housing environment became a reality.

The Plan focuses revitalization of the site in a manner that capitalizes upon the planned
investments in the neighborhood and expands options for residents to live and work and learn in
a revitalized mixed-income and mixed-use environment rich with opportunities, Now, in
conjunction with the River District and the Railyards Specific Plans, there is a plan for how
Twin Rivers public housing and other neighborhood residents, including the homeless, can
improve their employment, educational, and health outcomes through case management and
supportive services such as job training, connection to jobs, improved health care, and access to
excellent educational opportunities from early childhood to college and beyond.

The Plan for the River District-Railyards sets forth a comprehensive blueprint of the neighborhood,
housing, and people strategies essential to realize the collective vision for this pivotal community in
the City of Sacramento, though the Twin Rivers development is owned by the Sacramento County’s
Housing Authority.

Highlights of the goals and strategies for each component are described below:

Neighborhood Strategy

With the River District and Railyards Specific Plans guiding the long-term redevelopment of the
area, the focus of the Neighborhood Plan is on short- and mid-term community improvements
that both address the immediate concerns of current residents and prime the pump for future

planned and anticipated development.
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The Neighborhood Plan focuses on public safety from a built-environment perspective; identifies
place-based strategies to mitigate the issues surrounding the concentration of homeless service
providers in the area; and increases the number and quality of amenities available to
neighborhood users from open space to retail to transportation. Anchoring the Neighborhood
Plan are the existing assets of the community including its proximity to downtown, the rivers,
and local and regional employment centers.

Given the range of strategies proposed and the intensive involvement of public agencies in those
strategies, the City of Sacramento is recommended to lead the economic development aspects of
the Neighborhood Plan, including infrastructure, public safety, open space, and business
development. The City was instrumental in the development of the Specific Plans for the River
District and Railyards and is currently engaged in collaborations with other local, regional, and
state organizations to guide investment in the area. Sacramento Housing and Redevelopment
Agency {SHRA) staff will continue to work on facilitating improvements to public transportation
and resolving site-based homeless issues.

Housing Strategy

Constructed primarily between 1942 and 1946, many of the systems and infrastructure at Twin
Rivers have reached the end of their useful life, existing buildings do not conform to current
seismic standards, the site plan that lacks defensible space, and the units that do not meet the
space and amenity requirements of today’s families.

The Housing Plan for the River District-Railyards recommends the replacement of all 218 public
housing units at Twin Rivers with an 849-unit mixed-income; mixed-use community that will
result in vastly improved living conditions for current residents. The units proposed will offer a
diverse range of housing types to be constructed both on- and off-site, with public housing,
affordable, and market-rate units being indistinguishable from one another. Featuring energy-
efficient design and accessibility for people of all abilities, the new housing will give residents an
unprecedented opportunity to re-engage not only with the local neighborhood but with other
parts of the City and region.

McCormack Baron Salazar (MBS), the private developer and manager of the proposed new
housing, is the developer of the housing plan and was procured through a national competition.
MBS is a leading developer in urban transformation projects as exemplified by its numerous
mixed-income communities across the country. The 849 units of new housing are estimated to
cost over $206 million.

People Strategy

The People Strategy focuses on facilitating connections with Twin Rivers’ residents, including
youth, adults, the disabled and the elderly, to the appropriate services and programs that address
their individually-identified barriers to success, whether defined as higher educational
achievement, gainful employment, physical well-being, independent living, and/or
homeownership. Grounded in a case management approach, each Twin Rivers’ resident is
recommended to have a family development plan that identifies specific goals along with the
action steps and supports needed to achieve those goals.
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Through a comprehensive Service Provider Network, residents are proposed to be linked to
existing programs. For services not delivered on-site, Twin Rivers’ residents will receive
transportation support to assist with access issues. For adults, a “Work First” approach that
focuses on transitional employment and job skills training with wrap-around support targeting
health, mobility, and family support services will be adopted. For youth, the program will be
based on a dual generation model that focuses on school readiness for younger children and
college/career preparation for older youth, all of which is supported by involvement from the
child’s immediate family network including parents, grandparents, and caregivers.

Urban Strategies was procured to oversee the implementation of the People Plan and provide
comprehensive case management services. They are responsible for securing the partnerships
necessary to carry out the identified strategies and obtaining funding to support both
implementation as well as the long-term sustainability of the service model.

Implementation

With completion of the Plan, the Housing Authority expects to continue evaluating feasibility of
specific measures contained in the Plan and will also continue to work with stakeholders and
residents to assess the implementation process.

Full implementation of the Plan for the River District-Railyards is expected to take many years,
and will be dependent upon the influx of both public and private resources as well as market
forces. Subject to Governing Board consideration, anticipated activities and their execution over
the short-, medium-, and long-term are shown in the table below.

Short-Term (1 Year) Medium Term (2-5 Years) Long-Term {5+ years)
¢ Formalize governance
Administrative/ ;g:::;r:ms (Maon{ij S/MD?:)&cute » Conduct annual evalvations of |  Conduct annual evaluations of
s progress towards progress towards
Engagement * Hire an evaluator Transformation Plan goals Transformation Plan goals
e Start Resident Leadership g
Academy
s Roll out expanded CPTED
¢ Conduct transportation survey program » Establish a grocery store
¢ Design and Conduct | ® Open a farmer’s market  Complete new 12 Street Light
Neighborhood Environmental Review of the | o Transform 12% Street into a Rail Station
new 12" Street Light Rail “Complete” Street” * Open new fire station on North
station ® Reconfiguration of homeless B Street
services campuses
¢ Complete Project Feasibility
including Design
» Complete Environmental | « Complete demolition for | » Submit Finance Application
Housing Review initial phases for subsequent phases
e Submit Finance Application |  Construct initial phases » Construct subsequent phases
for initial phases
e Initiate case management | « Continue case management
activitics activities
People e Establish Service Provider | » Expand  early  childhood | ® Create a new neighborhood K-
Network education slots 8 school
» Establish annual | ¢ Establish TRUSD MQU
outreach/recruitment plan for | » Initiate Health & Wellness
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youth  out-of-school  time Community Engagement
activities e Initiate Peer Leadership Health

= Initiate resident peer & Wellness Training
leadership/capacity  building | = Initiate relocation case
training management activities

o Initiate SHRA First Source | = Establish senjor/disabled
program assisted living activities

s Establish SETA MOU

Future implementation recommendations may include a Master Development Agreement with
MBS for housing activities, and a performance-based contract with Urban Strategies to
implement the People Plan. Subject to Board approval, each of these agreements will clearly
spell out the roles and responsibilities of each party during implementation.

COMMISSION ACTION

At its meeting of November 20, 2013, the Sacramento Housing and Redevelopment Commission
considered the staff recommendation for this item. The votes were as follows:

AYES:
NOES:

ABSENT:

MEASURES/EVALUATIONS

The Neighborhood Transformation Plan contains a significant emphasis on data collection,
measurement and evaluation on an on-going basis. The Housing Authority is currently working
to secure memorandums of understanding with various partners to share data that will be used to
create regular reports to be used to evaluate progress of efforts. In addition, the Housing
Authority plans to hire an evaluator to assist with data collection, management and evaluation in
early 2014,

FINANCIAL ANALYSIS

There is no fiscal impact associated with this report. It should be noted that the Housing
Authority will bring to the Board for consideration implementation actions pertaining to the
Neighborhood Transformation Plan, The implementation of the Plan will be funded through a
variety of public, private and philanthropic sources over the course of many years.
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POLICY CONSIDERATIONS

HUD has approved five-year Public Housing Authority Plan affirming Twin Rivers as a public
housing development designated for demolition and/or disposition. This recommended action, is
only approval of a conceptual plan but the proposed plan is consistent with 2008-2013 Housing
Element to preserve and rehabilitate existing affordable housing and to provide housing for
extremely low income households. The recommend action is also consistent with the County’s
commitment to the Housing Authority Asset Repositioning Guidelines.

ENVIRONMENTAL REVIEW

The activity recommended is statutorily exempt pursuant to California Environmental Quality
Act (CEQA) Guideline 15262 involving planning and feasibility studies for possible future
actions that have not been approved by the Housing Authority’s governing board. These
planning and feasibility study activities are categorically excluded from review under the
National Environmental Policy Act (NEPA) pursuant to 24 CFR 58.34 (a)(1).

Adoption of this Plan is not authorization to implement or to take any other course of action with
respect to the Plan. The Agency will not recommend the approval of any projects within the Plan
unless and until it has fully reviewed and considered the environmental impacts of the proposed
project in accordance with CEQA and NEPA. Furthermore, the Agency is not obligated, by this
Agreement or otherwise, to adopt findings of overriding considerations for the approval of
implementing any specific project within the Plan or take any other action in support of
implementing the Plan. Adoption of this Plan does not preclude, the Agency from rejecting any
project within the Plan or from imposing mitigation measures as a condition of implementation
approval, which measures mitigate or avoid direct or indirect environmental effects of
implementing the Plan or any part of it.

M/WBE AND SECTION 3 CONSIDERATIONS

As implementation of the Neighborhood Transformation Plan proceeds, Minority and Women’s
Business Enterprise requirements will be applied to all activities to the extent required by federal
funding to maintain that federal funding. Section 3 requirements will be applied to the extent as
may be applicable.

Respe APPROVED

LA SHELLE DOZIER Z BRADLEY J. HUDSON

Executive Director County Executive
Sacramento Housing and Redevelopment Agency

Attachments:
RES — Housing Authority of the County of Sacramento
ATT I - Twin Rivers — River District/Railyards Neighborhood Transformation Plan



RESOLUTION NO.

ADOPTED BY THE HOUSING AUTHORITY OF THE

COUNTY OF SACRAMENTO
ON DATE OF
ADOPTION OF THE TWIN RIVERS - RIVER DISTRICT/RAILYARDS

NEIGHBORHOOD TRANSFORMATION PLAN

WHEREAS, the Housing Authority of the County of Sacramento (the “Authority™) was
awarded a U.S. Department of Housing and Urban Development (HUD) Choice Neighborhoods
Initiative (CNI) grant to develop a Neighborhood Transformation Plan (NTP) for the Twin
Rivers - River District/Railyards neighborhood;

WHEREAS, the Authority issued a Request for Qualifications (RFQ) to determine the
most qualified developer to assist in developing a housing program for the Twin Rivers - River
District/Railyards neighborhood and on October 16, 2012 the Authority Board approved the
selection of McCormack Baron Salazar (HA-2337) as the Housing Lead for the Twin Rivers -
River District/Railyards neighborhood ;

WHEREAS, the activity recommended is statutorily exempt pursuant to California
Environmental Quality Act (CEQA) Guideline 15262 involving planning and feasibility studies
for possible future actions which have not been approved by the Housing Authority’s governing
board. These planning and feasibility activities are categorically excluded from review under the
National Environmental Policy Act (NEPA) pursuant to 24 CFR 58.34 (a)(1).

NOW, THEREFORE, BE IT RESOLVED BY THE HOUSING AUTHORITY OF
THE COUNTY OF SACRAMENTO

Section 1: The above recitals, including the environmental recitals, are found to be true
and correct.

Section 2: Twin Rivers — River District/Railyards Neighborhood Transformation Plan is

adopted.
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Section 3: The Executive Director, or her designee, is authorized to submit this Plan to
the HUD.

Section 4: Adoption of this Plan is not authorization to implement or to take any other
course of action with respect to the Plan. The Agency will not recommend the approval of any
projects within the Plan unless and until it has fully reviewed and considered the environmental
impacts of the proposed project in accordance with CEQA and NEPA. Furthermore, the Agency
is not obligated, by this Agreement or otherwise, to adopt findings of overriding considerations
for the approval of implementing any specific project within the Plan or take any other action in
support of implementing the Plan. Adoption of this Plan does not preclude, the Agency from
rejecting any project within the Plan or from imposing mitigation measures as a condition of
implementation approval, which measures mitigate or avoid direct or indirect environmental

effects of implementing the Plan or any part of it.

On a motion by Member , seconded by Member

, the foregoing Resolution was passed and adopted by the Housing Authority of

the County of Sacramento, State of California this 10th day of December 2013, by the following

vote, to wit:

AYES: Members,
NOES: Members,
ABSENT: Members,
ABSTAIN: Members,

Chair of the Housing Authority

of Sacramento County, California

(SEAL)

ATTEST: ___

Clerk
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COUNTY OF SACRAMENTO
CALIFORNIA

PLANNING COMMISSION REPORT

Control No.: PLNP2013-00179
Type: ZOB
Hearing Date: November 18, 2013

TO: COUNTY PLANNING COMMISSION
(Approval will be by Board of Supervisors)

FROM: DEPARTMENT OF COMMUNITY DEVELOPMENT

CONTACT: Cindy Storelli, Principal Planner, 874-5345; storellic@saccounty.net
PROJECT DESCRIPTION

PLNP2013-00179. Affordable Housing Ordinance. Repeal the existing Ordinance related to
Affordable Housing, and reenact a new Ordinance relating to Affordable Housing, to the
Sacramento County Code. Applicant: Sacramento County Department of Community
Development; APNs: Various: Environmental Document: Exempt. Supervisor District(s):
All

APPLICANT:

County of Sacramento

Department of Community Development
Planning and Environmental Review Division
827 7" Street, Room 225

Sacramento, CA 95814

Attention: Cindy Storelli

DETAILED Workshop on the Affordable Housing Ordinance Amendments which
REQUEST: includes:

1. Repeal an existing chapter relating to Affordable Housing, Sections
22.35.010 through 22.35.180 of Chapter 22.35, Title 22, of the
Sacramento County Code.

2. Reenact a chapter relating to Affordable Housing, Sections 22.35.010
et al to Chapter 22.35, Title 22, of the Sacramento County Code.




AFFORDABLE HOUSING ORDINANCE
PLNP2013-ZOB-00179
APNs: Various

Overview:
The proposed project consists of repealing the existing Affordable Housing Ordinance

(Ordinance) and reenactment of a new Ordinance. One purpose for these changes is to lower the
requirement on private development from 15 percent to eight percent because the higher
percentage was a detriment to the creation of market-rate housing. In addition, a fee will apply to
a broader pool of new units based on per square footage of construction throughout the County to
increase the overall funding to produce affordable housing. The changes also allow for overall
increased flexibility in the mechanisms and strategies to improve actual affordable housing
production.

The existing Ordinance requires development projects of five units or more to produce 15
percent of the project’s dwelling units at affordable rents or prices, with household income
targeting consisting of six percent of the units for Low Income, six percent for Very Low Income
and three percent for Extremely Low Income (ELI). The Ordinance allows this be accomplished
by either constructing the affordable units at Low and Very Low (the Extremely Low Units are an
obligation of the County, not the developer), or by the dedication of land and paying an
affordability fee. Projects under 100 units can pay an in lieu fee.

The new Ordinance will offer multiple compliance options, including the construction of units,
or the dedication of land to accommodate the units required by an eight percent obligation and
payment of a fee per square footage of construction on market rate units. Projects not in master
plan areas and under 750 units can pay an affordability fee of $2.50 per square foot on market
rate units. In the master plan areas or projects 750 units or larger, the construction or land
dedication and fee options will be approved via a development agreement (DA), or in some cases
another form of agreement, and a third option allows for the production of an equivalent number
of affordable units. Additionally, projects that have an existing affordable housing plan may use
their existing plan. The proposed program requires that four percent of the units be for Low
Income, four percent for Very Low Income and that that County will set aside at least 10 percent
of the funds collected to buy down units for ELI households.

Summary of Significant Issues:

The fundamental change is a reduction in the requirement from a 15 percent to an eight percent
requirement. The regulatory framework of the existing Ordinance is lengthy. During the
County’s public outreach efforts for the Housing Element, market rate residential developers
have criticized the existing Ordinance as being too complex and acting as a development
constraint and barrier. To date, the Ordinance has had limited success in actually producing
housing units affordable to lower income households; certainly well below the number of units
intended when the Ordinance was adopted in 2004. Approximately 263 affordable units have
been built, eight sites totaling 64.2 acres have been accepted for dedication and $2.6 million in
fees have been collected, of which over $2 million was used for ELI buy-down for 41 units.
Advocates argue that the economy is what impacted construction and not the Ordinance, and they
have long touted Sacramento County’s Ordinance as one of the best in the State. How the
Ordinance is amended is extremely important to groups on both sides of the issue.

CS:csigve
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AFFORDABLE HOUSING ORDINANCE
PLNP2013-ZOB-00179
APNs: Various

CPAC Recommendation:

The Ordinance has not been reviewed by the Community Planning Advisory Councils (CPACs)
but the CPAC members will be informed of the proposal, the workshop before the Planning
Commission and the Board Hearings.

Hearing Body:

The County Planning Commission and the Sacramento Housing and Redevelopment
Commission will hold workshops to review and provide comments to the Board of Supervisors
on the proposed Ordinance, including a forum for the community to provide feedback on the
Ordinance. Comments received at the meetings will be summarized and provided to the Board
of Supervisors on December 10, 2013. The Board of Supervisors is the approving authority for
this Ordinance.

Recommendations:
Staff recommends APPROVAL of the proposed Ordinance.

CS:cs:igve
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AFFORDABLE HOUSING ORDINANCE
PLNP2013-ZOB-00179
APNs: Various

L PROJECT ANALYSIS

A.

CS:es:gve

Background: On December 1, 2004, the County adopted an Affordable Housing
Ordinance which requires developers of new residential developments in the
unincorporated County to include an affordable housing component in their
developments. The Ordinance was subsequently amended several times to address
various issues. The current Ordinance requires 15 percent of a project’s total units to
be affordable:

» Three percent affordable to extremely low income households;
» Six percent affordable to very low income families, and;
» Six percent affordable to low income families.

Projects with less than 100 units pay an in-lieu fee, while projects of over 100 units
either dedicate land and pay an affordability fee, or construct rental or for-sale
affordable units on or off site equal to fifteen percent of the total units.

An ordinance is one of the tools that a local government can use to support the
provision of affordable housing. However, key factors have emerged since 2004 that
have prompted the County to reevaluate the Ordinance. The original obligation on
private development at 15 percent is a detriment to the creation of market-rate
housing. In addition, the Ordinance only applied to those units that were part of an
entitlement project and therefore, most infill projects in the County were not required
to pay the fee or contribute to the production of affordable units. Also, by applying
the fee on a per unit basis, smaller units and larger units all paid the same fee.
Relooking at the Ordinance provides an opportunity to consider applying the fee on a
per square footage basis which, along with an overall cap on the fee, provides an
incentive in the infill areas of the County where homes tend to be smaller in size.
Other factors that have prompted the County to reevaluate the Ordinance include the
recent State court decisions; the economic downturn, and; the complexity of
implementing the current Ordinance.

Recent State Court Decisions: Two recent court decisions (Palmer/Sixth Street
Properties, L.P. vs. the City of Los Angeles, and The Central California BIA vs. the
City of Patterson) may have significant implications for all inclusionary housing
ordinances in the State, including the County’s Ordinance;

Palmer: The Court of Appeals found that inclusionary ordinances violate the Costa-
Hawkins Act when they require affordable housing in rental developments. As a
result, inclusionary ordinances may be prohibited from limiting/restricting rental rates
unless public assistance is provided to the project. A recent proposed bill, AB 1229
would have authorized the legislative body of a city or county to establish, as a
condition of development, inclusionary housing requirements designating a
percentage on new residential units to be affordable to low, very low, and/or
extremely low-income households. This bill was couched as a “fix” to the

SrPLNP2013-00179 4
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Palmer/Sixth Street Properties, L.P. v. City of Los Angeles court case from 2009.
However, Governor Brown recently vetoed AB 1229. With the veto of the bill,
County Counsel has advised that the requirement of rental affordable units must be
done via a DA or other agreement with the developers of the projects.

Patterson: The Patterson decision suggests that inclusionary ordinances may be
viewed as “exactions” that must be justified by nexus studies which show there is a
reasonable relationship between the affordable housing requirement(s) and the impact
of the development. Staff secured the services of a consultant to conduct a residential
nexus study to demonstrate the effect of market-rate residential development on the
demand for affordable housing.

Nexus Study: The draft Residential Nexus Analysis (Attachment A) was completed
by Keyser Marston Associates, Inc. in August 2013, The nexus analysis confirms that
it is appropriate for the County to implement an impact fee in that newly constructed
residential units represent new households and new income in Sacramento County.
These households will consume goods and services, and that new consumption
translates to new jobs; a portion of the jobs are at lower compensation levels. Lower
compensation jobs translate to lower income households that cannot afford market
rate units in the County and therefore need affordable housing. The affordability fee
determined in the nexus analysis ranges from $13.36 per square foot to $24.20 per
square foot depending on the unit type for eight prototype developments in
Sacramento County for the impact fee requirement placed on market rate
development. On a square footage basis, the nexus analysis would allow the County
to establish a fee anywhere between $0.00 per square foot up to $24.20 per square
foot (or if translated to a per unit cost, $0.00 per unit up to $34,700 per unit). The fee
proposed below at $2.50 per square foot, with a cap of $5,500 per unit is well below
the ceiling established by the nexus analysis.

Economic Downturn: Since adoption of the Ordinance in 2004, the housing market
experienced an unprecedented economic downturn which exposed two weaknesses in
the Ordinance:

The Ordinance is entirely dependent on continued market rate residential
development. If market rate development is not occurring, fees are not being
generated and land is not being dedicated to support production of affordable housing.
Economic fluctuations and uncertainty in the housing market make it difficult to
predict how many affordable units will be built and what fees will be collected
pursuant to the Ordinance. However, the need for additional affordable housing
remains (and may even increase) during economic downturns as memorialized in
HCD’s recently released technical assistance paper titled, “State of Housing in
California 2012: Affordability Worsens, Supply Problems Remain”. This disconnect
is of great concern and is currently being analyzed by the four State housing
agencies/departments as part of the “2012 Affordable Housing Cost Study”. Findings
and outcomes of this study have not yet been released.

SrPLNP2013-00179 5
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PLNP2013-ZOB-00179
APNs: Various

CS:cs:gve

Increased development costs associated with the Ordinance (required affordability
fees, land dedication, and/or construction of affordable units) could impact project
feasibility in the current and projected future market through the cycle of the current
Housing Element which extends to 2021. The County recently conducted a multi-
year effort to review all fees, costs and standards associated with market rate
development to reduce the overall cost burden for projects. At a recent discussion
with the Affordable Housing Working Group (Working Group), it was requested that
the overall cost of fees be reviewed, including the affordable housing fees, to see if
the overall costs in the County for all fees was more or less in comparison with the
overall fees in other nearby cities and counties. It is nearly impossible to do this type
of comparison as land values and amenity packages vary widely between jurisdictions
and between unincorporated County areas,

Complexity of Implementing the Current Affordable Housing Ordinance: The

Ordinance as currently written is complex, in part due to providing a multitude of
options and given that the Ordinance includes details about how to implement the
options. Reducing complexity is a goal for any amendment to the Ordinance.

During the update process for the 2013 Housing Element, the County indicated that
changes to the Ordinance would be processed separate from, but concurrent to, the
Element update. The Element was adopted on October 8, 2013, The first key
implementation of the Element is to bring forth amendments to the Ordinance.

Project Description: The County established the Working Group in 2012 consisting
of staff and members of the Building Industry Association (BIA), staff and board
members of the Sacramento Housing Alliance (SHA), staff of the Sacramento
Housing and Redevelopment Agency (SHRA) and County of Sacramento staff
including staff from Community Development and Human Assistance. The Working
Group met several times in 2012 for the purpose of educating and sharing information
related to the provision of affordable housing in the Sacramento County. Staff
benefited by having representatives from both sides of the issue at the table and
recognized that reaching a consensus regarding changes to the Ordinance would not
be possible. However, listening to issues and concerns raised by both groups has
been informative and useful in forming a staff recommendation on the draft
Ordinance.

Additionally, staff has reviewed programs and ordinances for other jurisdictions in the
Sacramento area. Attachment B is a Summary of Affordable Housing Programs,
including fees on non-residential construction. Staff quickly determined that other
programs in the area are not readily comparable with each other. However, staff
reviewed the programs and considered whether some of the components would be
appropriate for Sacramento County. The program that most closely matches the
proposed program for Sacramento County is the City of Sacramento’s program.
Some of the key components from the City’s draft program include:

¢ A fee based on square footage

SrPLNP2013-00179 6
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¢ A build requirement in the larger project areas

» Ability to modify the program using a development agreement

After reviewing the information collected, and during the meetings with the Working
Group, staff proposed a new framework for the Ordinance in October 2013. The
major differences between the current Ordinance and the proposed Ordinance
{Attachment C) are summarized in the table below and further discussed herein.

Current Ordinance

Proposed Ordinance

Affordable obligation only applies to
projects of 5 units or more.

Affordable obligation applies to all newly
constructed dwelling units.

Fee out option if less than 100 units.

Infill projects and master plan projects under
750 units pay Affordability Fee on market rate
units, with a cap of $5,500 per unit. Smaller
projects desiring to produce affordable units
equivalent to 8% may also opt to do so rather
than paying a fee.

Current Fee is a combination of an In-
Lieu and Affordability Fee of $5,500 per
unit.

Proposed Affordability Fee is $2.50 per
habitable square footage of any newly
constructed market rate dwelling unit with a
cap of $5,500 per unit.

Requires that 15% of all units be
provided as follows:

6% Low

6% Very Low

3% ELI
If the developer elects to construct
affordable rental units, the obligation is
met if 10% of the units are provided for
Very Low and 5% for Low Income
households; or provides 15% of the For-
Sale units for Low Income households.

Requires a Development Agreement that
addresses 8% of all units in master plan areas
(as defined and described in the ordinance) or
large development projects 750 units or larger
be constructed as follows:

4% Very Low

4% Low

Land dedication and additional
Affordability Fee.

Option with a development agreement: land
dedication of a sufficient size to
accommodate 8% of the project’s units AND
pay Affordability Fee of $1.25 per habitable
square footage of any newly constructed
market rate dwelling unit with a cap of $5,500
per unit.

Option with a development agreement:
modified application of the construct option
as long as an equivalent number of units are
_produced.

CS:cs:gve
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Current Ordinance

Proposed Ordinance

Projects with an existing affordable housing
plan may opt to use that plan instead of
complying with the new ordinance.

Certain master plan projects that were
approved prior to this ordinance may opt to
use another form of agreement rather than a
development agreement to amend their
current affordable housing plan to be
consistent with the new ordinance.

County to buy-down 3% of the units
constructed to accommodate ELL

County to set aside at least 10% of funds
collected for ELI Buy-down.

Fees are paid at time of building permit
issuance.

Projects that are required to pay fees on
market rate units pay at the time of the
building permit issuance.

Implementation is via an Affordable
Housing Plan approved as part of the
project entitlements.

Implementation in master plan areas or large
development projects is via a Development
Agreement as part of the project entitlements
for a master plan.

Examples_of Compliance with the proposed Ordinance: Projects under 750 units

CS:cs:gve

would pay a fee based on the square footage of the market rate dwelling unit. A 2,200
square foot home would pay $5,500. Homes less than 2,200 square feet would pay
less than $5,500 but homes larger than 2,200 square feet would still pay the $5,500
fee based on the cap. A small subdivision of 100 lots with an average sized home of
2,000 square feet would pay $5,000 per market rate home for a total of $500,000.

Projects that are at least 750 units or part of a master plan would have several options
to comply with the Ordinance. Two examples are provided below:

For a 750 unit project:
(1) Construct 60 units (30 for Low Income and 30 for Very Low Income); or

(2) Dedicate land that can accommodate 60 units AND pay the 50 percent
Affordability Fee of $1.25 for each of the market rate units; at 20 units per acre
this would be 3 acres and assuming an average sized home of 2,000 square feet,
the fee paid would be $2,500 per home for a total of $1.875 million; or

(3) An alternative plan that produces the equivalent of 60 affordable units.
For a 3,000 unit project:
(1) Construct 240 units {120 for Low Income and 120 for Very Low Income); or

(2) Dedicate land that can accommodate 240 units AND pay the 50 percent
Affordability Fee of $1.25 for each of the market rate units; at 20 units per acre

SrPLNP2013-00179 g
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this would be 12 acres, and assuming an average sized home of 2,000 square
feet, the fee paid would be $2,500 per home for a total of $6 million; or

(3) An alternative plan that produces the equivalent of 240 affordable units.

Consistency with General Plan: The proposed Ordinance is consistent with the
County General Plan, particularly the Housing Element. Several policies and
strategies in the Element support the provisions in the Ordinance. The policies and
strategy that specifically address Extremely Low-Income (ELI) units are:

Policy HE 4.2.1 Facilitate the development of new Extremely Low-Income
(ELI) rental units.

Policy HE 4.2.2 Maintain and preserve existing stock of ELI units.

Strategy D21. The County through the Sacramento Housing and
Redevelopment Agency (SHRA) will continue to administer
an “ELI buy-down” program if funding is available from the
County’s Affordable Housing Ordinance. (Existing Program
HE-38[a])

Several other policies and strategies generally address the provision of affordable
housing, including stressing a public/private partnership and supporting the use of
local programs, in addition to state and federal programs. The County’s Ordinance is
a local program. The funds generated by the Ordinance would be an additional source
of local funding to assist in filling the gap for affordable projects.

Policy HE 5.2.1 The County will continue to implement its affordable housing
program.

Strategy E3. The County will review and amend as appropriate its
Affordable Housing Ordinance to consider its effectiveness in
producing affordable housing, its impact on the production of
market rate housing, the current and projected future need for
affordable housing in the County and the market’s ability to
meet that need, and options to streamline and/or clarify the
Ordinance. (Modified Program)

Policy HE 5.2.2 Support the use of federal, state, and local programs for the
purchase of affordable housing (new and existing) and assist
low- and moderate-income households to purchase such
dwelling units. Promote a partnership between the public and
private sector for the provision of affordable housing, with an
objective of increasing homeownership for low- and
moderate-income families.

Policy HE 5.2.3 Support programs that provide assistance to developers who
construct affordable rental units.

SrPLNP2013-00179 9
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Policy HE 5.2.4 Support the development of residential accessory dwelling
units as a means to increase the overall supply of affordable
housing.

Policy HE 5.2.6 Identify new funding sources for the provision of affordable
housing.

Policy HE 5.1.1 Preserve the affordability of subsidized rental housing
whenever possible through a combination of regulatory and
financial incentives.

Details of the Proposed Ordinance: County Code Section 22.35.030 of the
proposed Ordinance (Attachment C) describes four different categories for
development projects:

* non-master plan areas and projects under 750 dwelling units;
= master plan areas or projects with 750 units or more;
» development projects with an approved affordable housing plan; and

e development projects in certain specific plan, special planning areas or master
plan areas.

Non-Master Plan Areas and Projects under 750 Units {Section 22.35.030 {A}}:
Projects subject to subsection (A) will pay an Affordability Fee that will be
established at $2.50 per habitable square footage of any newly constructed market rate
dwelling unit with a maximum of $5,500 per unit. All market rate units would be
obligated to pay this fee as opposed to the current ordinance that only applies to
entitlement requests with five or more units. This fee would be applied to all projects
less than 750 units and not in a master plan (except as noted in subsection (D) of that
section). Although the fee-out option is at higher threshold, the fee will apply to a
broader pool of new units by establishing a per square footage fee on the construction
of certain new market rate units throughout the County to increase the overall funding
to produce affordable housing. The changes also allow for overall increased
flexibility in the mechanisms and strategies to improve actual affordable housing
production. These projects that are required to pay the Affordability Fee, may,
alternatively, opt to produce affordable units equivalent to eight percent.

The details of the proposed Ordinance were discussed at several meetings during
October and November 2013 with the Working Group. During review by the working
group, the representatives from the SHA objected to the change in the unit threshold
from 100 units to 750 units, and suggested 150 units as a more acceptable and
appropriate threshold. SHA is concerned that the fee is not equivalent to eight
percent, and therefore the County will not be able to meet the Regional Housing
Needs Allocation (RHNA) numbers set by SACOG. To be an eight percent program,
the fee would have to be set at $8.80 per square foot based upon assumptions in the
Nexus Study. Staff notes that the fee-out option is not intended to be equivalent to

SrPLNP2013-00179 10
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eight percent, and that the affordable housing ordinance is not the only tool that the
County is relying on to meet the RHNA obligations. The newly adopted Housing
Element contains 16 strategies to preserve and produce affordable housing.

Conversely, the representatives from the BIA expressed a desire that all units be
eligible for a fee-out option so that the cost of providing the affordable units can be
absorbed. As a backup, if the fee was not available for all units, then the threshold
should be a much larger number such as 2,500 units.

Staff does not recommend a lower threshold than 750 units because that lesser unit
threshold would result in land dedication sites of smaller than three acres which are
generally not large enough to build a project that is competitive or has adequate
amenities. Staff does not recommend that the threshold be increased beyond 750
units because there is a strong desire to produce affordable units throughout the
County. Since the fee-out option is not equivalent to eight percent, it is the desire of
the County to obligate a higher number of units to provide opportunities for
affordable housing by either construction, dedication of land and fees, or other
options as determined through the DA process.

Attachment D identifies the existing master plan areas, and areas which are either
pending master plans, or may require master plans in the future, that may or may not
be able to “fee-out” per subsections (B) and (D). The accompanying chart
(Attachment E) shows that the number of units subject to the construct or land
dedication options discussed below is considerably higher than the potential number
of units that can just opt to automatically pay the fee. The chart shows that only one-
third of all potential future units in the County would have an opportunity to
completely fee-out.

Master Plan Areas or Developments with 750 or More Units {Section 22.35.030 (B)}:
Projects subject to subsection (B) are those projects that are located in a master plan
area or are 750 units or larger (except as noted in subsection (D) of that section). For
the purposes of this Ordinance, a master plan is defined as “a development project
approved pursuant to the 2030 General Plan Policies LU-119 and LU-120 when
outside the Urban Policy Area, or Policy LU-121 when inside the Urban Policy Area.”
The projects subject to this section require a Development Agreement that requires
that eight percent of all units in master plan areas be leased or sold at an affordable
rent or price to low and very low-income households as follows: four percent Low
and four percent Very Low.

For these larger projects, the project proponent also has the option to modify the
application of the section via a Development Agreement, to dedicate land of a
sufficient size to the County that will accommodate eight percent of the project’s
units AND pay an Affordability Fee that will be established at $1.25 per habitable
square footage of any newly constructed dwelling unit. The fee has a cap of $5,500
per unit.
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Another option for the larger projects, via a Development Agreement, would be to
produce units equivalent to the number of units required under the construct option in

B)(D).

Development Projects with an Approved Affordable Housing Plan {Section
22.35.030 (C)}: Any project that has an approved affordable housing plan can opt to
use that plan instead of complying with the new ordinance. Alternatively, a project

can opt to comply with the new ordinance under (A), (B) or (D).

Development Projects in Certain Specific Plan, Special Planning Areas or Master
Plan Areas {Section 22.35.030 (D)}: Certain projects further defined in subsection
(D) of this section have four options for compliance with the ordinance. They can use
their existing plan — similar to subsection (C) above, or use one of the same three
options as in subsection (B). These projects are Elverta Specific Plan, Easton Place
Land Use Master Plan, Glenborough at Easton, Cordova Hills Special Planning Area,
Mather Field Special Planning Area, and Mather Field Specific Plan. For the projects
in this section, however, the project proponent can elect to use an alternative form of
an agreement to avoid amending an existing development agreement.

The reason the projects in (D) are listed separately is because they were developed as
“master plans” prior to the adoption of this proposed ordinance and the original
affordable housing plans were developed or will be developed on a master plan basis.
The Florin-Vineyard Community Plan, North Vineyard Station Specific Plan and the
Vineyard Springs Comprehensive Plan are not included in section (D) because those
plans were developed prior to or concurrently with the original adoption of the
existing 2004 ordinance and therefore the affordable housing plans were not done
comprehensively for the entire plan area but rather on a project-by-project basis. The
Florin-Vineyard area projects are not covered by this subsection (D) but are covered
by the other subsections depending on the size of the project (smaller or larger than
750 units — using either (A) or (B) or could use their existing approved plan (C) if one
exists. The specific projects in subsection (D) would need to comply with the
provisions in the current ordinance for master plans similar to subsection (B).

Exempted Development Projects {Section 22.35.040}: This section has a short list of
exempted projects that includes market rate and affordable units that are part of a
multiple family site where the overall density of the project is 17 units per acre and
have at least 20 percent of the units affordable to low income renters or buyers can
exempt that entire site from the ordinance.

Concurrence{Section 22.35.050}: The concurrency clause in the Ordinance has been
retained as previously worded such that no more than 75 percent of the market rate
units can be built prior to meeting 100 percent of the affordable obligation, unless
otherwise specified in a DA.

EL! Buy-Down Program {Section 22.35.060}: The Ordinance commits that ten

percent of the funds collected will be used by the County to buy-down units for ELI
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households. This provision is supported by policies in the Housing Element. SHA
representatives have requested the ELI buy down set aside be increased to at least 35
percent. The Ordinance does not expressly obligate the developer to agree to ELI
buy-down but that can be negotiated as part of a DA.

Affordability Fees {Section 22.35.070}: The affordability fees shall be paid
concurrently with the payment of building permit fees and the fee shall be adjusted
annually based on the Construction Cost Index-All Cities published by Engineer
News-Record/McGraw Hill. This is the same basis as in the current Ordinance, The
cost indexing shall apply to both the fee per square footage and the $5,500 cap that is
imposed.

Quality of Units {Section 22.35.080}: This section remains with similar wording

from the current Ordinance but in addition to the requirement for the quality of the
affordable project to be compatible with the market rate units, the County has also
included that the amenities in the project must also be compatible with amenities
provided for the market rate units.

Accessibility {Section 22.35.090}: This section from the original Ordinance has been

medified and retained. The updated Zoning Code will also require that five percent of
all multiple family units be built as accessible units.

Fund for Affordability Fees {Section 22.35.130}: The Ordinance specifies that the
fees are to be used solely for purchase of land, production of affordable units or buy
down of ELI units, This section also allows for the units to be produced in
partnership with the SHRA or other housing providers.

Guidelines {Section 22.35.140}: The Ordinance requires the Community

Development Director to prepare guidelines to implement the Ordinance. The range
of topics to be covered by the guidelines includes, but is not limited to, determining
land dedication, what is meant by producing an equivalent number of affordable units,
use of credits, resale and equity recapture, determining compatibility of units and
amenities with market rate projects, and requirements for submitting affordable
housing plans.

Community Qutreach: County staff has worked with SHRA staff and the Working
Group to discuss changes to the Ordinance. This Ordinance requires an amendment
to County Code. The County Planning Commission and the Sacramento Housing and
Redevelopment Commission will hold workshops to review and provide comments to
the Board of Supervisors on the proposed Ordinance, including a forum for the
community to provide feedback on the Ordinance. Comments received at the
meetings will be summarized and provided to the Board of Supervisors on December
10, 2013. The Board of Supervisors is the approving authority for this Ordinance.
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1. ATTACHMENTS
A. Draft Residential Nexus Analysis, August 2013
B. Summary of Affordable Housing Programs
C. Draft Ordinance Relating to the Affordable Housing
D. Map of Existing, Pending and Future Master Plan Areas
E. Potential Residential Unit Capacity in Master Plan Areas

This staff report was prepared on November 12, 2013.
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