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Exhibit 9
July 14, 2009 Board of Supervisors’ Hearing

Options for Lower-Income Housing Requirements in the Residential High Density Zone
The County lacks sufficient inventory of sites for lower-income (low-, very low- and extremely low–income) housing. Therefore, state law requires the County to rezone an adequate number of parcels to a minimum of 20 dwelling units per acre to accommodate the need for lower-income housing (Government Code section 65583.2, subd. (h)). The new zoning designation being proposed by Planning staff is “Residential High Density” or RHD and will require a minimum of 20 and maximum of 22 units per acre. The Board of Supervisors is being presented with several potential sites to be rezoned to RHD.
The Board of Supervisors may choose to include in the new RHD zone a requirement that all or some percentage of the dwelling units permitted on newly rezoned parcels be restricted to lower-income households.  The Planning Division and County Counsel believe that the sole purpose of Government Code section 65583.2, subdivision (h), (which mandates re-zoning to a minimum of 20 dwelling units per acre and allows that development “by right”) is to provide very low- and low-income housing as stated below:  

“( SEQ CHAPTER \h \r 1h) The program required [for rezoning to higher densities] shall accommodate 100 percent of the need for housing for very low and low-income households . . . for which site capacity has not been identified in the inventory of sites . . . on sites that shall be zoned to permit owner-occupied and rental multifamily residential use by right during the planning period. These sites shall be zoned with minimum density and development standards that permit at least 16 units per site at a density of at least . . . 20 units per acre . . .” (Italics added).
The following summarizes three options for the RHD zone. None of these options have been included in the draft RHD zone language, but would be further investigated and added with Board of Supervisor’s direction.  None of these options include an “in-lieu fee” option because actual units are necessary to count towards inventory. 
Option 1:
100 percent Very Low- and Low-Income Housing Requirement
This option would require 100 percent of the units in RHD zone be affordable to very low- and low-income households and would authorize the development “by right” in accordance with state law.  Since a for-profit developer would likely target all the units to low-income households because they would receive the highest rents or prices, it would also be desirable to prescribe that some minimum percentage of the units be targeted to very low-income households.  Staff would have to research the relative monthly income levels of these two income categories vs. the typical development housing costs to be able to recommend a specific percentage of very low-income units vs. low-income units. This option would clearly meet the objectives for affordable housing as expressed in State law.

This option may produce opposition from the property owner, be it legal, political, or economic.  Therefore, if this option is selected, it is recommended that a process be developed whereby applicants can seek adjustment of the affordability and/or design standards of the RHD zone if the applicant can show prior to completing design of a high density residential development that the project is economically infeasible with 100 percent of the units dedicated to very low- and low-income households.   
A shortcoming of this option is that no units would be set aside for extremely low-income households.  

Option 2:
Extremely Low-, Very Low- and Low-Income/Market Rate Hybrid Requirement
To specifically address the need for extremely low-income households, another option would be to require that a certain percentage of units be dedicated to extremely low-income households, but also allow a percentage of market rate units to compensate for this requirement.  Similar to option 1, this option would require staff to research the relative monthly income levels of these income categories vs. the typical development housing costs to be able to recommend a specific percentage of extremely low-, very low-, low-, and market-rate income units.
Although this option would also forward the construction of some extremely low-income housing units, it would not maximize the benefit of the re-zoning program to the County since less than 100 percent of the units would be available for lower-income housing.  Furthermore, HCD will likely only count the mandated lower-income units toward the County’s inventory, thus possibly requiring the rezoning of additional sites.  
Similar to option 1, this option would require provisions to adjust the affordability percentages and/or design standards.  However, this option would be more complex and more costly to prepare and administer than option 1 due to the varying income categories, varying qualifying criteria, and varying rents and sales prices associated with each income category.
Option 3:
No Lower-income Requirement
This option places no requirement to provide lower-income housing in the RHD zone. Staff believes that without an affordable housing mandate, applicants will opt to build market-rate projects “by right” and the County will achieve little to no new affordable housing.  Such a result is not consistent with either the language or intent of Government Code section 65583.2 (h).

Ironically, HCD’s position at this time is that Government Code section 65583.2 (h) does not require that any of the rezoned parcels have an explicit affordability requirement. HCD claims that simply rezoning without any income restrictions meets the requirements of state law and HCD will count the entire rezoned inventory as lower-income.  However, if once constructed, the units end up as high- or moderate-income units, the units will obviously not count toward the County’s lower-income housing requirements during the current and/or next housing cycle.  Thus, if market rate housing is built as anticipated, the RHD zone will not actually achieve lower-income housing which could result in the County having to show an even larger inventory for lower-income housing and further rezoning would be necessary in the next housing cycle.  
Mechanisms to Ensure Affordability
Ensuring affordability requires monitoring both the sales and re-sale of affordable units or the rates for affordable rental units. Often the “for sale” units with regulated sales prices and rental units are monitored by staff of the local jurisdiction, typically redevelopment agency staff, or by contract to an agency equipped to monitor real estate transactions such as the Housing Authority. The administrative details of ensuring affordability have not been thoroughly explored for this report, but would be thoroughly analyzed should the Board of Supervisors decide to direct a lower-income requirement in the RHD zone.  Otherwise, the details will be investigated with the Inclusionary Housing Program that is scheduled for 2010.
