NEW HARMONY APARTME

Workshop #1: May 19A Historical Look at the Affordable Housing Program
Workshop #2: June Housing Production and Constraints
Workshop #3: June 23nventory and Planning of Affordable Housing Resources
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held a series of workshops on the Affordable Housing Program in
the City of Davis. These workshops have been focused on an ove
review of the history of the program and planning for the future.

Affordable Housing in Davis

Affordable housing in Davis, like most affordable housing is
constantly evolving. With the loss of Redevelopment funds
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Housing Ordinance in 2013, and the required updates to the Housi
Element this year, local housing needs coupled with the constraintg
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community discussion.

Presented here is the summary of that thrpart workshop

discussion on the Affordable Housing Program; its history,
accomplishments, constraints, current inventory, potential projects, g
and perhaps most importantly, local priorities as the program moveg

forward.
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What was Redevelopment?

California was hit hard by the recession that began in 2008. In need of revenue, the State started
looking at programs they felt were no longer fiscally sustainable. Otimséincluded repeal of
Redevelopment Law and the 400+ Redevelopment Agencies, who had been using targeted property
tax monies to develop affordable housing and reduce blight. Loss of the Davis agency and its funding
meant a reduction of approximately two million dollars per year of funding previously used on
affordable housing projects and programs (including administration). This money was the primary
source of funding for the Davis affordable housing program.
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Under state law, Davis must provide a Housing Element with its General Plan to the State HCD every
years. The Housing Element is a report to show the City is meeting its Regional Housing Needs
Allocation (RHNA), or, proof that the city has land to build housing for all income levels. Housing units
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for development. Why do we do this? Without it the city would not have access to some state grants
funding.



SHASTA POINT RETIREMENT COMMUNITY

Area Median Income.

This number is calculated by the
Federal and state Governments
each year for all counties. Our
AMI, therefore, is for all of Yolo
County, not just Davis. Currently,
the median income for a family of
four in our county is $76,900 per
year. This number is used to
calculate out the other income
categories (percentages of AMI)
used for qualifying folks for
affordable housing.

Fancy words to describe a
pretty serious issue. The
families in this summary are
paying more than 50% of their
income on housing costs and
are paying too much to be able
to afford other basics of
everyday life.

As of 2010, approximately of all Davis households (7,779) experienced
some level of excessive housing cost burden, with renter households
experiencing a disproportionate share of housing affordability problems.

Of this, 5,565 households (71.5%) wefe (defined as 50% of AMI,
currently at $38,450 for a family of 4) income households.

In 2013, oneand two bedroom apartment units averaged monthly rental
rates between $1,005 and $1,275 and the overall vacancy rate was 1.9%.
Affordable rents for these sized units that would serveitmeme

households would range from $670 to $750
per month.

Also, with a median home price of $524,800, the Davisdtg housing

market is affordable only to households wiih income

levels. Few fesale housing options exist for households earniifg
$100,600 annually, outside of City inclusionary programs.

Yolo County Housing (YCH) has a wide reach across all affordable housing i
Yolo County, as the county housing authority. The units rented by YCH and
the rental assistance vouchers through the Housing Choice program

subsidize families in Davis. Of those families, 49% include children

under the age of 18, 33% have members who are seniors or have a disability
and the rest are workers, students and the ssifployed.
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Dauvis, roughly a quarter, can barely afford to live here. Apartment
complexes that offer housing for velgw income households (that is, at or
below 50% of AMI) report that waitlists for these units are long (in some
cases, months or years long). What that tells us is that the supply of homes
targeted to very low income households is short of the demand.
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10% is considered healthy), landlords can charge higher and higher rents
and find tenants willing to pay.

¢whennomore
than 30% (or a third) of gross household income is spent on housing costs.
This includes rent and utilities, or a monthly mortgage payment.



The types of folks looking for affordable housing generally follow
predictable patterns: seniors, persons with disabilities (especially

those living on Supplemental Security Income (SSI)), families, and sl

students.

students who will not (or cannot, depending on their year in school)

find housing on campus. If a student is working their way through
college they may not be in a position to be able to afford market
rate housing. However, if these same students are single and
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without dependent children, they cannot apply for rental assistance] n,‘ﬁ :

through YCH. This limits the places the student can live to
complexes that offer affordable units without state or federal
funding that excludes availability to students.

In addition to the high student population, Davis, with its quiet,
small town charm, is attracting area seniors looking to retire. The
nature of retirement has changed, however, as more and more
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their own homes for as long as their health will allow. Given the
low availability of affordable homes for purchase, however, seniors
living on a fixed income often find that they are unable to afford to
purchase a home, and then discover that area rental rates can alsc
be prohibitively high. For seniors in need of supportive services, fc
assistance with issues relating to Medicare or Social Security for
example, the high fees at markedte retirement communities may
also make them out of reach.

Housing with supportive services has also seen an increase in
demand, as programs become more and more successful assistin
individuals with mental or physical disabilities to live in the
community at large, and as independently as possible. However,
the success of these programs is dependent on having the income
to pay for them, and these units, deeply subsidized in many cases,
do not generate the kind of income needed to pay for the staff to
provide those services.

There are many reasons why housing at
20-35% of area median income is in high
demand, and expensive to provide.
Foster youth transitioning out of the
program, individuals escaping from
domestic abuse, and the recently
homeless enter the housing market in
need of both subsidized remind
supportive services.

Housing responsibilities, such as how to
pay rent and when, keeping your
apartment clean and managing
household expenses might be unclear or
frustrating to someone new to the
process.

Thisis another challenge to the
affordable housing programhow to
provide extremelylow rent units, and
transitional housing to groups in need of
supportive services, without which
individuals can (and do) lose their
homes or find themselves in significant
financial trouble.



The City of Davis has had a long standing commitment to affordabl
housing. Since the late 1980s Davis has had inclusionary
requirements in its General Plan policies, and in 1990 adopted an
ordinance requiring affordable housing (both rental and ownership)
for households from very low (50% AMI) to moderate(120% AMI)
income levels. Since the adoption of this ordinance, 1,800
affordable units have been developed, with 1,100 of those units
remaining permanently affordable.

In compliance with, and ahead of state law, the City provides a
density bonus (see sidebar) to affordable housing as a part of its
ordinance at a rate of 1:1, allowing an additional market rate unit
for each affordable unit, and includes other project incentives like
parking requirement reductions and reduced setback requirements
These modifications to zoning requirements can reduce per unit
development costs (greater number of units with less land) and giv
extra incentive for the builder to provide more affordable units.

Since the original adoption of the ordinance, there have been two
notable updates to it, in 2005 and 2013, in an effort to keep up with
the alwaysevolving housing market and changes in available
funding sources. Major changes have included: instituting an
appreciation cap on affordable ownership, updating the pricing
calculation, and with the most recent update the ordinance
provided varying affordability requirements, expanded the use of
the inlieu fee option, and included Accessory Dwelling units as an
option.
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program, is its variety of development types to meet the needs of
the community. There are affordable homes and apartments, for
rent and for purchase, spread throughout the city, in mixed income
developments, and solely affordable developments (such as New
Harmony Apartments). There are cooperative housing projects
(such as the Cornucopia Cooperative and Pacifico), sepawific
housing (such as Eleanor Roosevelt Circle or Olympic Cottages), ¢
supportive housing for individuals with special needs (Homestead
Cooperative and Cesar Chavez Plaza).
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ELEANOR ROOSEVELT CIRCLE

Even before the state required a density bonus
to developers, the City of Davis was offering
the incentive for affordable units. The planning
process for a new development is complicated,
but in brief terms, the density bonus is this:
based on the size of the project (the number of
acres), the density limits how many units can
be built on each acre, as set by the city. When
the developer includes affordable housing in a
new development, he/she will get a credit for
each affordable unit provided (house or
apartment). For example, if the general plan
density limit on your land is, say, 20 homes,
and you include 5 affordable homes, you get a
GRSy aA(e addtighdrraiketzale p
homes over the per acre unit limit, for an
increased total limit of 25 homes.
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and ownership) are affordable in perpetuity.
What does this mean? For each unit built that
is designated affordable, there is a recorded
document on the deed requiring the unit to
remainl TF2NRI 0t So ¢ KA &
g2y Qi OKIy3aS: airyos
AMI calculations, but it will never be higher
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income.
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Throughout the workshops, the availability of
land through land dedications by markegtte
project developers repeatedly came up as one
of the most significant tools in affordable
housing. A developer will make a land
dedication to the city (that is, set aside a parcel
of land large enough to meet affordable
housing unit requirements based on the

The affordable housing program faces several challenges on the
provision of affordable housing, the largest of which are: funding,
and the availability of land.

Funding

The $2 million loss of annual Redevelopment funding was one of th
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recent years, but a general, steady reduction in Federal HOME func
(Home Investment Partnerships Program) from $500,000 to
$300,000 per year, the economic downturn, and reduction of city
administrative budget support of the program have also slowed the
acquisition, development and construction of affordable housing
units. The rental revenue of the ciowvned GAMAT rental units has
offset some of the losses of revenue, but the very nature of
affordable units, which require financing subsidies to make the rent
affordable, can make it difficult to secure the necessary
development sources , since the rate of return is not as high as
YFEN] SG NIYGS KzdzaAy3ad 65Aa0dzaan
affordable housing is found on page 9.)

Land Avallability

Land available for development of affordable housing is another
significant challenge to the program. Landowners can often sell thei
properties to the highest biddeg not, in most cases, to the nen

profit with limited resources that wants to develop an affordable
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developed into an affordable housing site by
an nonprofit developer. Given the difficulty of
finding and affording land for development of
affordable or supportive housing projects,
these dedication sites are often the only way
some projects can get built.

Having land ready to develop can be a useful
tool in leveraging funding for the projegtand
in some cases is the key piece which gets a
project out of planning stages and into
development.

recently graduated foster youth. To have access to land for the
development of affordable housing projects, cities often have to rely
on the receipt of land dedication sites provided by developers. With
fewer projects being developed, and the changes in the most recent
Housing Element to allow for a variety of ways to meet affordable
housing requirements (including-lieu fees and second units or
accessory dwelling unitsmore on these later) , developers may find
less incentives to provide land dedication sites for affordable housin
projects. Also, given the reducti@mhousing projects size, there is
less feasibility of land dedication sites.



Density Versus
Universal Design
Often the most efficient way to build a new

project, especiallya project with funding
constraints, ighrough infill, that is, building on
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areas of the city. Proximity to services,
transportation and retail, and local commitment
to smart growth and development principles
make it highly desirable for developers and
planners to support infill projects.
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Recent affordable housing projects (both rental and ownership) have also focused on building units that are fully
accessible, or have the capacity to be adapted to provide accessible features. The goal of this policy is to provic
affordable housing options for as many local needs groups as possible (seniors, persons with disabilities, etc.) al
promote housing that anyone can visit and/or purchaBeit thismove towards universal design does not always
lend itself to high density living. It can be challenging to have an apartment, even if it is on a single levelton the
floor of an apartment complex if the resident has significant physical impairments. As projects move toward
universal design features as the standard, issues have and will contirauiséo which requirereative thinking to
balance the goals between the push to build up, and the push to build accessible.

With Change Comes Developer Uncertainty

During the workshops, locdkevelopers sicedsomefrustrationregarding the recent changes to city Affordable
Housing requirements. They stated that multiple options on ways to meet the requirement leads to uncertainty a
delay as to how the project will be planned and provide the required affordable housing. When securing financing
for a project, it can be helpful (and in some cases critical) to have the overall design of the development and san
floorplansin place. Since the multiple options for meeting the affordable housing requirements are at the discreti
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concerns about how affordable housing requirements et now add an additional step and increased developer
uncertaintyin the already complicated project planning process.



Use of Second Units/Accessory Dwelling Units as Affordable

Housing

Arguably the most popular topic of the workshops, after land dedication sites, was the new allowance for Second
Units/Accessory Dwelling Units (ADU) to satisfy up to half of an affordable housing unit requirement on a 50% rati
Developers of ownership market rate units are required to provide a certain number of affordable units (ownership
in-lieu fees or land dedication for rental) based on the size of development they propose. The new option allows f
provision of an ADU or a second unit to a maarketrate home,qualifying for half of an affordable unit

requirement. Back to that developer who is developing a 20 unit project. His requirement is 5 affordable units. S
he decides to pay for 3 units vialieu fees (more on that later) and adds four second units to four homes in the

development for the last 2 affordable units required, in order to
meetthe total of5 affordable units.

The concern of affordable housing developers and
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regulated. There are no recorded documents on the deed that
keep the ADU affordable, no requirement that they be rented
at all, and even if they are rented, no requirement on who can
qualify for the rental. Surveys of existing ADUs do show that ab
half of these units are rented and that they tend to provide
greater affordability than market rate apartment units, with
ADUs providing rents affordable to low and very low income
households. However, units that qualify to meet an affordable
housingrequirementare not guaranteed to be affordableyr
guaranteed to servan income group in need of affordability.

But there maynot be a simple solutionAdding affordability
regulations onto the units, the deed restrictions, affordable
rent limits and monitoring, would take proportionately greater
amounts of staffing and administrative time, and would rely on
the homeowner being a landlord. A study was completed as
part of the initial discussion on the topic and another one will
be completed to assess the current state of ADU policy, and
whether or not these units meet local needs for housing
affordability. This issue will be revisited no later than 2015 by
the City Council, when the current policy sunsets.
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Although this latest change in the Housing
Element is new, development of accessory
dwelling units/second units is not. Sometimes
NEFSNNBR G2 & a3IMNawyye
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homeowners have chosen to build. Rented units
tend to provide very low and loswcome

affordable rental rates, like in Aggie Village, but
GKSNBQa y2 ¢gle 2F 1y26;
their household income.



In-Lieu Fees
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requirements that was discussed during the workshops was the use
and amount of affordable housing-lneu Fees. The term-lieu

means in place of, or substitute, and the fee is meant to be in place
of developing an affordable housing unit. For an example of this
we go back to the developer with a 20 unit project. If he has the
option (decided by council based on a number of factoifse
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realistically, projected housing costs of the development, and other
factors) he can pay a fee for all or some of the 5 required affordable
Because of affordable housing units. Generally speaking, the small, infill developments will be the
requirements locally, state wide and projects most likely to use this option, when developing an

federally, money collected from-ieu _ < e A g ’
fees is bound to the affordable housing ¥ F 2 NRI 0 ffeGsibldzyorithiere isret gnQuigh land for a

program. It cannot be used for staffing dedication site.

costs, infrastructure improvements, or

for any other purposes besides the How is this fee calculated? Also complicated. When the current
creation (either by purchasing, fee was developed, it was limited to use by small infill projects, in

rehabilitating, or building) affordable

housing units. the downtown area. The fee was calculated at about half the cost

average cost of city subsidy/assistance provided (at the time) to the

This restriction on the use of these fund . . .
1S TESHICH us B development of one affordable housing unit on a land dedication

also means that once a unit is created, it

must remain. For example, if the city site. Different cities calculate their fees in different ways, there is
has 20 rental units, and decidestosellS  not a set standard. Some calculate the fee on a square footage
o them' It must TEPEEE b & Salfe Jiflis basis of market rate housing, some per market rate unit, some

on a 1:1 basis. Once affordable, always _ _ _

affordable, in this program. based on the difference between the cost to build a unit, and the
e e e price it would be sold at in order to serve low to moderate income
lieu fee is not a ticket out of the buyers. A study commissioned by the city last year determined a
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paid with the understanding that the hat f hil f I hi :
burden of the creation of the affordable and that fee, while not formally adopted or agreed on at this point,

housing unit, or units, will shift from the has been used in the negotiations for recent development projects.
property developer to the city, and the . . . . oL - .

unit(s) will be created in the future by 2Ke AayQu AU Fa aAYLES Fa mMYwm
the city using those funds. goal (and requirement) of this fee is, of course, the creation of an

affordable housing unit, the most direct path isn't always to build
one. This fee can be used to rehabilitate existing affordable
housing, purchase new units or build units.



