JOINT STUDY SESSION
CITY COUNCIL & PLANNING COMMISSION
MEMORANDUM

Meeting Date: September 2, 2020

To: City Council & Planning Commission
From: Jennifer Savage, Senior Planner
Subject: Inclusionary Housing In-Lieu Fee Study Session

Background

San Clemente adopted an Inclusionary Housing Program (IHP) in 1980 to expand

affordable housing options in San Clemente. San Clemente’s IHP requires

developers of six or more units to set aside four percent of the total number of units
for households earning 50 percent or less of the median income - $64,050 for a
four-person family in 2020. This affordable requirement can be provided either on-
site, off-site, or through the payment of an in-lieu fee or provision of land.

- On December 18, 2018, the City Council initiated a Zoning Amendment to update
the City’s Inclusionary Housing In-Lieu Fee. This project is required for compliance
with the City’s 2013-2021 Housing Element, specifically Program 5: Inclusionary
Housing Program. Program § established objectives for the Inclusionary Housing
Program (IHP) including development of a new in-lieu fee formula to provide clarity
for staff and developers.

On March 2, 2020, the City Council approved the professional services agreement
with Economic Planning Systems, Inc. (EPS) to conduct an analysis of the
inclusionary housing in-lieu fee program and recommend program updates EPS's
scope of services includes:

Review of IHP and Recent Implementation

Fee Calculation Under Existing Program

Feasibility Analysis of Changes to Program

Program Recommendations and Report

Affordable Housing Production and Policy Recommendations

ORWON =

Purpose of Study Session: Inform the Final Report

During this study session, EPS will present: :
» Areview of the existing IHP and recent implementation;
* Fee calculations under the existing program;
o Alternative fee calculations; and,
» Feasibility analysis of changes to the program.

Planning Memorandum
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Most importantly, the consultant will solicit feedback from the City Council and
Planning Commission. Feedback from this study session will inform the final
feasibility analysis, and the program and policy recommendations based on the
City’s affordable housing goals.

Housing Need

The City of San Clemente has an unmet need for affordable housing. This unmet

need is largely a result of housing cost burden and forecasted household growth,
or Regional Housing Needs Assessment (RHNA) allocation. Generally, paying
more than 30% of household income for housing and related expenses (e.g.
utilities, rent, mortgage, taxes) presents a housing cost burden.” At the time of the
City’s 2017 Midterm Housing Element Update, more than 50% of renter-occupied
households and more than 44% of owner-occupied households in San Clemente
experienced cost burden. The City’s Housing Element identified a RHNA
allocation of 581 new housing units between 2013 and 2021. Currently, the City
has a RHNA shortfall of 212 units, 136 units of which are at the very low and low
affordable housing income levels.

The cost of land in San Clemente has long been a constraint to developing
affordable housing, and the lack of available land exacerbates this constraint. An
Inclusionary Housing Program and In-lieu Fee provides the opportunity to meet the
need for affordable housing by requiring provision of affordable units as the market
rate housing supply increases. Replacing or complementing the IHP with
incentives for producing affordable housing may provide an alternative route
towards meeting affordable housing goals. Per Council suggestion on March 2,
2020, the final report will include a discussion of both the impacts of ellmlnatmg
the program and recommendations related to incentives for affordable housing
development.

Outreach
EPS conducted outreach to the Building Industry Association (BIA), market rate
developers, affordable housing organizations, and community members. - The

outreach provided insight into the development process in the City, and of
opportunities and challenges for the production of affordable housing units.

Attachments

1. PowerPoint Presentétion
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