City of Rancho Cordova
Special Meeting of the City Council
Wednesday, March 16, 2005

MINUTES

CALL TO ORDER

The meeting was called to order at 5:40 p.m. by Mayor Cooley.

ROLL CALL

Present: Council Members: Budge, Skoglund and Vice Mayor McGarvey
Planning Commissioners: Burke, Savorn, Vance, Wentz,
and Chair Smith
General Plan Advisory Committee (GPAC): Cummings

Absent: Council Member David Sander*

Staff Present: Abhar, Butler, Carney, Gaebler, Haven, Hare, Howard, Junker, Johns,

McMahon

*Council Member Sander joined the meeting at 5:46 p.m.

ORAL COMMUNICATIONS

1.

Public Comment

None.

STUDY SESSION

2.

Subject: General Plan — Housing Element Policy Development, Options, and
Discussion. City staff will present information about the development of the housing
element; preliminary housing needs data, and options for future housing policies. The
Housing Element will incorporate the City’s desires for a range of housing choices.
Recommendation: No formal action on the Housing Element is requested at this
time. Rather, staff is asking for initial comments, feedback, and input so that we can
proceed with drafting the Housing Element policies.

The following individuals made presentations to the Council (presentations attached):

Jennifer Gastelum of Pacific Municipal Consultants

Beth Thompson of Pacific Municipal Consultants

Libby Seifel, Principal of Seifel Consulting

Rex Albright, representing the Housing Task Force of the Chamber of Commerce
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OUTCOME: Discussion item only; no action was taken.
ADJOURNMENT

The meeting adjourned at 9:23 p.m.

Respectfully submitted,

Caroéyn Butler, geputy éity Clerk
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Seifel Consulting Inc.
www.seifel.com

Seifel

Seifel

COHSYLTHIG IWC.

Rancho Cordova City Council and General Plan Advisory Committee
(GPAC) Study Session

Elizabeth (Libby) Seifel
Seifel Gonsulting Inc.

Overview of Presentation

a
a
a

0oo0o0o

Presentation Overview
What is an Inclusionary Housing (IH) Program?

How Could an IH Program Work Effectively with the
City’s Redevelopment Program?

Why Censider Adopting an IH Program?
California’s Experience with [H Programs
Inclusionary Housing Policy Censiderations
Additional Discussion

City of Rancho Cordova
1



A. What is an Inclusionary Housing
Program?

A housing program, typically adopted as part of the
zoning ordinance, that requires developers to dedicate
a certain percentage of new homes to qualifying
households at affordable housing cost for a specified
duration of time.

Seifel

B. How Could an IH Program Work
Effectively with the City’s
Redevelopment Program?
 Redevelapment is a powerful tool to achieve the

City’s economic development and housing goals.

 Redevelopment has specific requirements with
respect to housing, including an IH requirement.

» Redevelopment will help produce affordable
housing, but it works best when leveraged with
other City programs.

Seifel

CONSULTHG 11

Seifel Consulting Inc. City of Rancho Cordova
www.seifel.com 9



Summary of Redevelopment Housing

Requirements

o 20% of tax increment dedicated to affordable
housing preservation, development and
rehabilitation (Housing Set-Aside)

 Replacement of housing at affordable cost to
occupants affected by redevelopment actions

At least 15% of all new or substantial rehabilitated
housing affordable to households at or below
moderate income (Inclusionary Housing)

Seifel

Redevelopment IH Requirement

Specified percentages of all new or substantially
rehabilitated housing in a Project Area must be
affordable to persons at targeted income levels
depending upon who develops housing

* Non-Agency Developed Housing
« Agency Developed Housing

Seifel

CONSULTANG CiC.

Seifel Consulting Inc. City of Rancho Cordova
www.seifel.com 3



Seifel Consulting Inc.
www.seifel.com

Housing Production Requirement
(Non-Agency Developed)

Market Rate Units
85%

IS " Very Low Income Units
Low and Moderate 5%

Income Units
%

Housing Production Requirement
(Agency Developed)

Market Rate Units
0%

15%
" Low and Moderate
income Units
15%

Seifel

CORSULTRIA I

Very Low income Units

Clty of Rancho Cordova
4



C. Why Censider Adopting an
Inclusionary Housing Program?

To help meet the City’s Housing Goals, specifically:
o  Satisfy City’s need for housing

o  Dffer full range of housing choices (throughout
the City)

* |ncrease homeownership

*  Promote neighborhood revitalization and
housing rehabilitation

, e Improve air quality by locating housing near jobs
Se|fe|

An IH Program Can Help Create a Wide
Variety of Housing Options to Help

Meet the City’s Needs

55,000 new jobs in the next 10 years

e Qver 37,000 new homes in Stone Creek and
Sun Ridge/Sunrise Douglas areas

 Need for housing affordable to persons working
and living in the City of Rancho Cordova

 Most of this need is for households earning at or
helow moderate income

Seifel

CONSULTBLR 1T,

Seifel Consulting Inc. City of Rancho Cordova
www.seifel.com 5



Seife!

Seifel

CHSUITHG I,

Seifel Consulting Ine.
www.seifel.com

Greatest Job Growth and Current
Mean Wages (Sacramento County)

Mean

Annual Wage | Job Growth | Tetal Jobs | Income
Job Glassification 2004 2081-2008 2008 Level
Gashiers $21.554) 3210 17,020 | Very Low
{Retail Salespersons $24.343 3,060 10470 | Very Low
Customer Service Represemtatives $31,849) 2,790 13,450 | Very Low
Combined Foad Preparation and Serving
Workers, Including Fast Food $17,381 2,650 11630 § Very Low
Ofice Clerks, General $26.368 2620 25,210 | Very Low
Security Suards $21415 2,390 10,160 | Yery Low
Lahorers and Freight, Stock, and Material
Maovers, Hand $22,267 1920 9880 | Very Low
‘@stmd Hurses $57,668 1800 10480 | Maderate
Janitors and Cleaners, Except Maids and
Housekeeping Cleaners $22,031 1,790 0080 | Very Low
Waliors and Waltresses S IR 8510 | Very Low

Sources: State of California Employment Development Department, Occupational Employment Statistics
Survey, released December 2003, and Decupation Employment (2003) & Wage (2004) Oata, released June

2004.

Rancho Cordova 2004-2007
Housing Need

income Level income Units Percent
Very Low $0 - 32,050 589 20%
0-50% AMI
Low $32,051 - 51,280 407 14%
51-80% AMI
Moderate $51,281 - 76,920 508 18%
81-120% AMI
Above Moderate $76,821 + 1,339 43%
>121% A

Sacramento Gounty 2004 Median Income:

Ranche Cordova 2000 Median Income:

$64,100
$48,890

City of Ranche Cordova
b



D. California’s Experience with

IH Programs

* |nclusionary housing (IH) programs have been
adopted in about 20 percent of California’s
communities. (Over 110 cities and counties
have IH programs.)

 Some cities have 25+ years experience.

¢ Mandatory programs are most effective.

Typical IH Requirements in California
Reguirement Range
Percent of Units 10%-30%
Typicat Target income Levels
Renter 50% to 80% of median income
Owner 50% to 120% of median income
Unit Threshold 3-15 Units
Covenant 20 Years to Permanent
In-Lieu Fees No Fee to 5% of Sale Price
Seifel Consulting Inc. City of Rancho Cordova

www.seifel.com 1



Inclusionary Housing
Has a Successful Track Record

« [nclusionary housing programs have been
successfully implemented in California’s communities
without rendering development economically
infeasible.

Southside Housing Park, Co-Housing,
Sacramento, CA

« 25 total units

»  Ranging from 1 to 4 bedrooms, 640 SF to 1,423 SF

o For sale flats and townhemes for low, moderate and market rate
' incomes

NCITE  «  Prices ranged from $88,000 to $151,000

CORSULTHIG IRG

Seifel Consulting Inc. City of Rancho Cordova
www.seifel.com 8



Seifel Consulting Inc.
www.seifel.com

Seifel

SO T,

St. Francis, Sacramento, CA

«  Rental Apartments, 36 units per acre
o 100% Affordable

The Farm, Santa Cruz, CA

o 11.5 acre site

+  First major new rental heusing built for fow income families since 1989
e 45 ynits in tetal, 39 afferdable rental units

¢ Prmarily 2 and 3 bedroom townhomes

¢ Developed by Mid-Peninsula Housing Cealition in partnership with Green Farm
Limited Partners

City of Rancho Cordova
9



Rich Sorro Commons, Mission Bay,
San Francisco, CA

100 Affordable Rental Apartments - Fully Leased

 Developed by Mission Bay Housing Corporation
Seifgl

Signature Homes, East Palo Alto, CA

« 221 Single Family Homes, Including 22 Affordable
Seifel » Developed by Signature Homes

CORSULTRG TR,

Seifel Consulting Inc. City of Rancho Cordova
www.seifel.com 10



City Walk, Brea, CA

24 units per acre
For Sale Row Housing
50% Affordable

Seifel

COSSITRE T,

E. Key Policy Considerations for

Rancho Cordova

e What would be the primary goals of
anlH program?

 How will it address your City’s housing needs and
redevelopment obligations?

* How will the IH program work in relationship to
other City requirements and programs?

e Wil the IH program be mandatory or voluntary?

e Wil all new developments need to include
affordable units on-site, or will the program allow
Seifel alternative means of compliance?

CONSHLTHG M.

Seifel Consulting Inc. City of Rancho Cordova
www.seifel.com 11



Seifel Consulting Inc.
www.seifel.com

Seifel

CORSILTNG T,

Seifel

COUSIRSTIL

Economic Principles for IH Programs

1.

Target IH units to those most in need while
assuring that new development is still financially
feasible.

Consider depth of income targeting and
percentage of IH units together, because there is
an inherent financial trade-off between them.

Consider allowing a phase-in peried for the IH
requirement.

Principles (Cont.)

4,

Incorporate affordability standards that are
consistent with redevelopment standards.

Record long term affordability covenants on IH units
in order to benefit future households (e.g. 45 years

for sale; 55 years for rental per redevelopment law).

Confirm that the restricted sales prices and rents of
IH units are sufficiently below those of market rate
units to generate demand.

City of Rancho Cordova
12



Principles (Cont.)

1. Consider allowing alternative ways for the
development community to meet the [H
requirement if these alternatives are economically
equivalent to the on-site requirement.

8. Consider exempting small developments from the
on-site requirement or allow them to pay a fee in-
lieu of providing the units on-site.

9, Provide incentives to developers to enhance the
overall financial feasibility of future development.

Economic Impacts of IH Program

» An [H program is a land use regulation that affects
how land can be developed in a community.

o Depending upon how it is designed and how
other development regulations are imposed in a
community, it can have a variable effect on real
estate pricing, development potential, and land
prices.

Seifel

COISILTRG IE.

Seifel Consulting Inc.
www.seifel.com

City of Rancho Cordova
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IH Program May Be Readily Absorbed

e The costs of the IH program may be readily
absorbed in the overall pricing of the
development.

As home prices and apartment rents are established
based on a regional markelplace, there may be no direct
effect on the economics of future development if the
developer can continue to sell or rent housing and make a
profit (return) while providing the required IH units.

Seifel

Pricing of Land Eventually Incorporates
IH Program

» (ver time, as the IH program is implemented, land
will be priced to account for the requirements
imposed by the IH program.

Developers pay for land based on a residual land
value given a set of assumed entitlements, market
pricing, and development costs. An IH program,
like any other land use or development regulation,
will be factored into the developer's financial
Seifel feasibility and land residual analysis.

CORSULTG T,

Seifel Consulting Inc. City of Rancho Cordova -
www.seifel.com 14



Seifel Consulting Inc.
www.seifel.com

Seifel

[k Eriehiie

Seifel

CORSULTG I

Techniques to Offset Economic Impacts

Developers may receive a lower return once an IH program
is adopted, particularly if it is imposed after development
entitlements have been received, and the developer has
already purchased the land.

As long as the IH program allows a developer to receive a
sufficient return (profit) in relationship to risk then
development will occur.

A jurisdiction can help offset lowered returns by providing
expedited processing, increased density, and/or the
provision of BMR units that are comparable, but smaller in
size, than market-rate units.

Developer Incentives Used in CA

Density Bonus

Fast Track Processing
Design standards reduction
Fee Reduction or Deferral
Fee Waiver

Growth cantrol exemption
Tax abatement

City of Rancho Cordova
15



Alternative Ways to Meet Requirement

 Many communities allow alternative ways for
developers to meet their IH requirement under
certain conditions.

 Alternatives can produce a greater number of units
at deeper income targeting due to leverage of
public funding.

o Alternatives should be designed to create an equal
or greater affordable housing benefit.

Alternative Ways to Meet

Inclusionary Requirements
On-site Inclusionary Requirement
Land Dedication Option

In-Lieu Fee Option

Substantial Rehabilitation Option

Nonprofit Development of Offsite BMR Units for
BMR Credit

Seifel

CONSYLTING .

Seifel Consulting Inc. City of Ranche Cordova
www.seifel.com 16



Seifel Consulting Inc.
www.seifel.com

Seifel

Seifel

COUSITRIG L

F. Additional Discussion

» What would be the primary goals of
an IH program in Rancho Cordova?

* How could it address your City’s housing needs
and redevelopment obligations?

 How could an IH program help meet the City’s
objectives regarding the integration of affordable
housing within all areas of the community?

* Would all new developments need to include

affordable units on-site, or would the program
allow alternative means of compliance?

Additional Discussion re: Alternatives

e Will the alternative yield equivalent "value" in
affordable housing?

« Does Rancho Cordova have the capacity to assure
that an off-site alternative is carried out?

* How long will it take for the alternative units to be
available?

 |f land is dedicated, will other necessary resources
he available to complete the units?

City of Rancho Cordova
17






Report and
Recommendations of
. the Rancho Cordova

Chamber of

August 2004
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Executive Summary
= Duration: September 2003-August 2004

= Purpose: Examine Key Elements of
Housing Development
= Subjects:

> Regional and Local Planning
Efforts

> Infrastructure Needs
> Funding Mechanisms



Ratio of Jobs to
Households

Currently out of balance at 3:1. Ideal 1.5:1.

Recommendations:

4 Increased production

v Enact policies to encourage diversity of housing types and
densities

v Provide incentives for infill development

v Reject inclusionary zoning

v

v

Adopt policies and set goals for all levels of market rate housing
Executive; Workforce; Entry Level



Infrastructure and
Funding Mechansims

v Build backbone in timely manner
v Encourage regional approach

v Include all Major Stakeholders within
the Eastern portion of Highway 50
Corridor

v Capital Improvement & funding program
to keep transportation projects at pace
with growth



City Identity

City Council is encouraged to continue
efforts to provide identity via:

- Urban design guidelines at macro level

- Micro guidelines flexible allowing private
sector to respond to changing market



Background

- Sept 2003 Housing Task Force established

- Diversity in Membership, nondevelopment
Chamber Members encouraged to participate

- First meeting Oct 14, 2003, 12+ since
- Participation has steadily increased
- BIA participation



PURPOSE

« Provide educational forum for non-

development members

- Prepare a set of recommended housing
policies

- Identify key housing issues



Issues Discussion

- Experts invited to explore various
housing issues
- Contributors included:
City and County Staff Members
Private Sector Practictioners
Elected Officials









Infrastructure Funding

After Proposition 13 was passed, public
infrastructure was funded by new
development rather that local benefit
assessment districts.

Impact fees and assessment districts (such
as Mello-Roos) are commonly used, sales
tax & State funds are rarely used due to
other budget priorities.




Workforce Housing/
Inclusionary Zoning




Affordability of Housing

dLack of supply/shortage of entitled land
increases economic pressure on
housing prices

Q State law requires City General Plan to
iInclude Housing Element that provides
housing for all income levels



INCLUSIONARY ZONING

0 Mandate by local jurisdiction requiring a
percentage of housing be priced for certain
income levels

0 Mandate doesn’t provide any subsidies;
market rate buyers pay higher price to
subsidize mandate

Q Inclusionary zoning result is to drive housing
prices higher, making housing less affordable
for all (April 2004 study released by the
Reason Public Policy Institute)



FINDINGS AND RECOMMENDATIONS

= Finding: Ratio of jobs and household units severely imbalanced

= Recommendation: Urge City Council to aggressively facilitate development and
production of increased supply via the Housing Element

= Finding: Need for a more diverse supply of housing, particularly workforce and
executive

= Recommendation: Encourage City Council to adopt policies/guidelines that support
diversity of housing types and densities to enable the market place to respond to the
largest segment; consider providing incentives for infill development

= Finding: Inclusionary zoning has demonstrated to be a failed public policy and
counter productive to producing affordable housing

= Recommendation: Advocate that City Council facilitate policies encouraging all
levels of market-rate housing, establish goals for the various levels, utilize planning
and entitlement tools to facilitate actual production. Focus on cooperative
partnerships between City and developers versus mandated regulatory policies

= Finding : Backbone infrastructure that keeps pace with new development critical to
orderly development that minimizes negative impact of growth

= Recommendation: Urge City Council to provide for timely construction, particularly
roads, sewer, water, parks and schools via:

1. Collaborative Regional Approach
2. Capital Improvement Program

3. Develop funding program that identifies all sources of funds on regional
basis (public and private) for timely construction of roadway network

Finding: Rancho Cordova should be more cognizant of urban design issues
- Recommendation: Encourage City Council to continue to pursue definition of identity
begun via “Visioning” meetings via macro urban design, while allowing micro urban

design to retain flexibility necessary for private sector to respond to changing
marketing conditions.




