Summary of Estimates and Basis for Sites C1 and D1
Date: September 12, 2007

Executive Summary - Total second units estimate for C1 and D1:

Based on the estimates further described in this summary, there would be basis for

estimating a total development of 42 second units from June 2007 through June 2013,

both discretionary and ministerial, without any changes to existing municipal code and
without additional steps to provide incentives for second units. Units approved and

developed prior to June 2007, are included in Categories A and B on the site list.

C1 - Second units estimate — ministerial (no discretionary approval)

Estimate. Under existing zoning, secondary residential units are permitted

within low-density residential districts without need for planning entitlements, as

long as they meet the following conditions:

e Second unit conforms to the primary dwelling unit’s setbacks, and if detached
is no greater than 15 feet in height

e Second unit is a maximum of 500 square feet, including a maximum of 325
square feet of new living space (325 square foot maximum for detached unit)

¢ All other planning conditions related to lot coverage, open space, and parking

requirements are fulfilled

With approximately 74% of the city’s single-family lots (approximately 8,532 lots)
at least six thousand square feet or more in size, there is great opportunity for the
development of second units within low-density residential neighborhoods under
existing zoning. Given the financial feasibility, developer/owner interest, and

historical trends, staff finds that basis can be provided for an estimate of 18

additional ministerial units from June 2007 through June of 2013.

Basis.

Financial feasibility: Second units are an economical way for owners to gain a

secondary independent unit on their property, usually costing about $75,000 to
$90,000 per unit. Although this is often more affordable than purchasing a
secondary house, or even buying a duplex to replace an existing single-family
home, it is still a large investment for most households. Commercial loans

provided by a private lender may be with a higher interest rate than households



can afford, but perhaps these costs can be outweighed by the income that can
be generated with a second unit.
Developer/owner interest: Financial feasibility and opportunity indicate that

owners might be able to afford a second unit, but owners may also determine
that greater value is maintained on a lot by preserving its open space or the
original unit’s total square footage. Second units often either occupy existing
open space on a lot or cut into square footage of an existing home, unless
provided in existing unused attic space or through second story additions.

Historical trends: In 1995, the City estimated the existence of about 53 second

units. Based on the City’s trend of second units that produces an average of
seven units per year, staff believes that approximately 42 additional second units
can be justified up to 2013. This includes 18 ministerial units based on the

current trend of an increase of 3 ministerial second units each year.

YEAR SECOND UNIT ESTIMATE | RATE OF INCREASE
June 1995 53 second units N/A
June 2007 137 second units 7 units per year

(3 ministerial units per year)

June 2013 179 second units Continued trend of
(an increase of 42 units) 7 units per year

Staff assumptions. To augment existing data used above as a means of
providing basis, the City commits to the following actions of encouragement for
the development of ministerial second units:
e Commitment to streamline planning review for such a project.
e Commitment to continued outreach and public education to the owners of
low-density residential lots about their ability to develop a second unit,
including: a Focus article (city newsletter), creation of a webpage, and

continued handout distribution at City Hall and other city offices.

Committee member notes/comments.



D1 - Second units estimate — discretionary (requires additional review)

Estimate. Under existing zoning, secondary residential units are permitted
within low-density residential districts without need for planning entitlements, if
they meet the conditions listed above for ministerial units. Over half of the
secondary units that are approved or built each year are done so after a
discretionary review is carried out and approval is granted. The majority of
discretionary second units do not qualify as ministerial units due to one of both of
the following factors:
e Second unit exceeds the maximum of 500 square feet, in particular the
threshold that no more than 325 square feet of new living space be added.
e Addition of the second unit conflicts with other planning conditions related to
lot coverage and floor area ratio maximums for the lot.
With approximately 74% of the city’s single-family lots at least six thousand
square feet or more (approximately 8,532 lots), there is great opportunity for the
development of second units within low-density residential neighborhoods under
existing zoning. Given the financial feasibility, developer/owner interest, and
historical trends, staff believes that without additional actions basis can be

provided for an estimate of 24 additional discretionary units through 2013.

Basis.

Financial feasibility: Second units are an economical way for owners to gain a

secondary independent unit on their property, usually costing about $75,000 to
$90,000 per unit. Although this is often more affordable than purchasing a
secondary house, or even buying a duplex to replace an existing single-family
home, it is still a large investment for most households. Commercial loans
provided by a private lender may be with a higher interest rate than households
can afford, but perhaps these costs can be outweighed by the income that can
be generated with a second unit.

Developer/owner interest: Financial feasibility and opportunity indicate that

owners might be able to afford a second unit, but additionally owners can
determine that greater value is maintained on a lot by preserving its open space

or the original unit’s total square footage. Second units often either occupy



existing open space on a lot or cut into square footage of an existing home, but
are not required to do either.
Historical trends: In 1995, the City estimated the existence of about 53 second

units. Based on trends demonstrated since then that average about seven units
per year, staff believes that approximately 42 additional second units can be
justified up to 2013. This includes 24 discretionary units based on the current

trend of an increase of 4 discretionary second units each year.

YEAR SECOND UNIT ESTIMATE | RATE OF INCREASE
June 1995 53 second units N/A
June 2007 137 second units 7 units per year
(4 discretionary units per year)
June 2013 179 second units Continued trend of
(an increase of 42 units) 7 units per year

Staff assumptions. To augment existing data used above as a means of
providing basis, the City commits to the following actions of encouragement for
the development of ministerial second units:

e Commitment to streamline planning review for such a project.

e Commitment to continued outreach and public education to the owners of
low-density residential lots about their ability to develop a second unit,
including: Focus article, creation of a webpage, and handout distribution at
City Hall.

Committee member notes/comments.



Options for Additional Steps to Promote Second Units

If the Steering Committee wanted to pursue increasing support for and the basis
for more second units, additional steps would need to be taken that would
decrease governmental constraints on the development of second units and
would encourage feasibility and public education about the option to build a
second unit. With additional steps, HCD would likely approve a higher estimate
for the production of second units during this Housing Element period.

Options:

1. Increase maximum threshold for ministerial units. Second units that include
the addition of more than 325 square feet of new living space or total more
than 500 square feet require discretionary review by either staff or the
Planning Commission. The average size of second units that have been built
or approved since 2003 is 500 square feet, with a median size of 475 square
feet. Often owners do not want to forfeit existing square footage to a second
unit, but might consider developing a second unit that could consist of more
new square footage. Should the threshold for ministerial approval be
increased? (Development of the unit would still be subject to setbacks, lot

coverage, parking requirements, open space requirements, etc.)

2. Provide second unit plans at a reduced cost. City staff could work with local
architects to develop one to three drawings of plans for the development of
second units on typical lots within Davis (example lot types shown in
Attachment 1). Staff could use affordable housing funds to acquire the plans,
and the City could attach affordability requirements to second units built with
the plans. Alternatively, the second unit plans could be acquired with other
city funds and individuals could be charged a reduced fee for using them,
without any affordability requirements. Either method would result in ready-to-
use plans being made more accessible to the public and ultimately reducing
the cost of adding a second unit. The City could provide a blanket approval to
the standard plans so that owners who choose to use the plans could receive
planning approval ministerially. This program is similar to the City of Santa
Cruz program. Additional information and sample plans for the Santa Cruz

program are included in Attachment 2.
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