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SUBJECT: HOUSING ELEMENT - COUNCIL'S FINAL ACTION
DATE:

JUNE 11, 1980

MAIN MOTION: Adopt Resolution Adopting Plan
Moved by: Thompson

Seconded by: - Rudin

Isenberg ."walked through" Table of Contents. There were no
amendments on I through V. Isenberg then "walked through"
Action Program, page 78.
AMENDMENT: Rudin-Pope: #13 delete words "solicit funds, etc."; begin
sentence "Study ways of expanding, etc."
Carried by unanimous vote
AMENDMENT: Connelly-Fisher: #16 delete , words through Community Block
Grant Funds.",
Carried by unanimous vote
AMENDMENT: Connelly-Rudin: #17 delete (Belongs in energy unit).
Roble voted No - all others aye.
AMENDMENT: Thompson-Rudin: #27 delete reference to Community Block Grant
Program.
Carried by unanimous vote.
AMENDMENT: Rudin-Thompson: delete reference to current bills; rewrite
• into general language that legislation that is in the thrust
of those specified.
• Carried by unanimous vote
AMENDMENT: Pope-Thompson: #30 delete reference to speculative gains tax.
Carried - NOES: Hoeber, Robie, Roberts

HOUSING ELEMENT: COUNCIL'S FINAL ACTION (continued)
AMENDMENT: Hoeber-pope: Adopt language prepared by City Attorney to
be placed. at beginning of Action program, page 78 as follows:
(NOTE: The following list describes action programs designed
to.addressthe goals and policies identified above. In asterisk indicates elaboration within the supplemental program
information section. All of these programs. are proposals
only and are subject to future implementation and budgeting.)
• thAl-a:-ilt ae/
AMENDMENT: Connelly7Rddin; Adopt.Section 0, page 8 of City Attorney's
.memo as follows:
The City of Sacramento has expressed an intent to establish.
a Local Mortgage Revenue Bond program to, provide below market
rate loans to low and moderate income persons for home ownership. The 1980-81,AHAP:does not include specific goals in '
terms of the number of. potential Units because the total bond
sale, maximum sales price, and income limits have not been
established and because the future of Mortgage Revenue Bonding
is. under consideration at the federal level with the Ullman
Bill,.HR 3712. The City zhould . make every effort to insure its.
ability to use Mortgage Revenue Bonds. in the future by opposing
federal restrictions on these bonds.
Carried by unanimous vote,
Thompson requested that on Item 22, page-80, the staff.identify areas where
industry can be involved and how it can be intergated and report back to
rot feei
Council.
AMENDMENT: Pope-Ru'di•: delete Section 7 .
Carried - NOES: Hoeber, Thompson, Isenberg - All others ayes
Isenberg regarding . effect that deletion of Section 7 on Condominium Conversions. Staff indicated they would have to come . back with a program strictly.
for Condominium Conversions..
AMENDMENT: Connelly-Rudin:. 1. Adopt Staff recommendation to retain expert
on housing and explore mandatory. and voluntary aspects of in- clusionary zoning. 2. Work with industry on inclusionary zoning.
3. • Staff to return to Council 9-1-80.
Carried - NOES: Fisher, Pope, Roberts - All others ayes
Connelly requested in final form time schedule for implementation.
Roll call on Main Motion as amended which carried; NOES: Hoeber, Thompson,
Isenberg
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RE: DRAFT HOUSING ELEMENT.
Members in Session:
SUMMARY
In response to questions and testimony 'presented at the May 28,
1980 hearing of the City Council on the.draft Housing Element,
staff has prepared this report. Specifically the discussion below,
responds to the testimony of Ms. Carolyn Burton of the State
Department of Housing and Community Development and clarifies
the provisions of staff's proposal for an inclusionary . housing
program addressed by Ms. Burton. This report also addresses the
concerns expressed by Councilraember Connelly about the potentially
misleading wording of the action programs listed in Section VI-B,
beginning on page 78, and the description of the Local Mortgage
Revenue Bond Program in Section VII-0, page 111. Atendments are
proposed to deal with these concerns.
DISCUSSION
A. Staff's Proposal for,An InclusiOnary Housing Program
To understand the staff's proposal for an. inclusionary housing
program, both by itself and as' discussed by Ms- Carolyn Burton of the
State Department of Housing and Commuhity Development, at the May 28,
1980 hearing, it is necessary to be aware of the basic elements,
strengths, and weaknesses of the other inclusionary housing programs
in operation in the State which staff considered in formulating its
proposal. A detailed analysis of the programs in Orange County,
Irvine, and Palo Alto was prepared and distributed to the Council .
for the May 28, 1980 hearing. A summary of the major points of the
analysis follows along with a discussion • f Ms. Burton's comments
and staff's proposed program_
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1. Inclus*Ohary Housing Programs: Orange County, Irvine,
Palo Alto:
The, Council has been provided with individual comprehensive
reviews of the inclusionary programs of Orange County, Irvine, and
Palo. Alto. The following summary highlights the important issues and
how each jurisdiction has handled those issues. The comprehensive
review and this summary were compiled as a result of personal visits .
and interviews by staff in each jurisdiction.
(a) The question of inclusionary price.
None of the three jurisdictions require price to be
below builder's cost.:. Thus, if the theoretical price is to be 2.5
times the income of the qualified purchaser, but the builder's cost
exceeds the price so determined, the builder's cost sets the price
"floor." Included within cost is land cost. However, in Orange
County, for example, density bonuses are given. Such bonuses are
. valuable in unincorporated Orange County areas due to extremely .
high land values with low initial densities. Thus, land cost is
"written down" by use of the density bonus, but still cannot be
disregarded. In Sacramento there are areas where density bonus may
be of no value due to existing high permitted densities. Land cost,
therefore, is a significant factor in builder's cost and must be
•
reckoned with.
.Aside from the builder's cost question, various formulae .
are used to arrive at the inclusionary price. - Thus:
(i)

Palo Alto: 1.84 times purchaser's income.

(ii) Orange County: a price which would yield a
housing cost (principal, interest, taxes and insurance) equal to 25%
to 30% of purchaser's income; or at a price able to be paid by a person
under 120% of median income. This latter alternative results in a
near total release of control over the price, and resulted from a
request for modification of the pricing mechanism by builders to the
Board of Supervisors.
(iii) Irvine: 2.5 times the income of the purchaser.
Due to construction costs, they have only been able to Sell to persons
in the range 100-120% of median income.
(b) Implementation.
No jurisdiction has adopted an implementing ordinance.
Implementation is via General Plan requirements which are stated in
very general terms. Thus, in Palo Alto, the Plan states simply:
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"In new housing developments of 10 Or more units, not less than 10%
of the units should be provided at below market rate to.moderate and middle income families."
In each jurisdiction the reason cited for having no
implementing ordinance is to allow for maximumflexibility in a
rapidly evolving and volatile area.
(c) Resale Controls:
. Palo Alto has comprehensive resale controls in the form
of deed restrictions and an option in favor of the City. The result
has been to keep the units in the program:
Irvine has no resale controls. The result has been that
the units have priced themselves out of the program. The original
owners also realize a windfall profit.
Orange County's first segment of 300 units was recently
marketed without resale . controls; in the future, speculation controls
and various other contrOls are contemplated.
..(d)

Subsidy.

No public funds, except for administration, are contemplated to directly reduce the price, although such direct monetary
subsidies are theoretically possible if money is available.
Staffing costs vary depending on the 'program. Palo
Alto has very little cost due to the fact that the Housing Corporation .
Pays the director's salary; Orange County's cost is $160,000 annually,
but is expected to increase substantially as more unitscome into the
program; and Irvine has one paid staff person(e)

Housing Corporation..

Palo Alto uses a non-profit housing corporation which
is under contract with the City to provide a wide range of housing
services, one of which is the administration of the original sale
and resale provisions of the inclusionary program. The director has
a board consisting of members of all professions connected with
housing: engineering; .architecture; finance; real estate development;
and construction. Armed with such expertise, the program functions
well.
(f)

Operational Results.
.(i)

Palo Alto

Since 1972, only 50 units have been built, with
20 resales. This is* due to the fact that Palo Alto is virtually

•
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built-out. All units are condominiums, and all have been sold to
persons with above-median income. .
(ii) Orange.County
As set forth above; the first group of 300 units have
just been marketed. There are many more units "in process." There
is no way to predict the range of purchasers, but with the alternative
pricing mechanism set forth above, it is likely that higher-income
persons will be the ultimate purchasers.
(iii) . Irvine
Irvine has about 600 units in their program. The units
are all clustered condominiums, located within market rate developments.The units are well designed, attractive, and conveniently placed.
They are scaled down in size, and do not have the "ginger-bread"
adorning market rate units. They were originally sold at a price of
abbut $60,000.00, arid' have subsequently risen to between $80,000.00 .
and $90,000.00 in value due to lack of resale controls.
The .following overall impressions were gained from the
personal visits:,
1. Each jurisdiction has designed a flexible program, in order
to meet changing conditions and differing requirements. The program
must be designed to 'fit local conditions. Such things as "uniform
ordinances" are useless.
2. Each jurisdiction specifically stated that the best approach
to solving housing needs for low-income persons is the provision of .
more rental units, not through an ownership program which cannot work
without the infusion of vast amounts of governmental funds.
3. Resale controls and speculation controls are necessary in
order to retain units in the program.
4. In no case should a developer be required to provide units
at below cost. This is also the position of the State Department of
Housing and Community Development. 2.. Staff's Proposal.
(a) Below Market Rate Program.
The staff's proposal is essentially a Below Market
Rate program (BMR) under which inclusionary housing units would be
sold by - the 'developer at "cost." Cost is the actual construction
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and development cost attributable to the unit. The focus of the
City's efforts would be to work with. developers to reduce the cost
as much as possible so that the units would be affordable to a greater
portion of moderate and low income persons. A basic element of the
program, however, is that developers would not be required to sell the
required number of units below cost.
As noted above, no other program in the state requires
the developer to sell below cost. The only variation from this
standard is developers providing fewer than the required number of
units for the inclusionary orogram, but selling each at a "deeper
discount.'' Overall, however, these developers are being required.
to make the same effort as if they were providing the required number
of units at cost..
. Under staff's proposals and the other programs in the.
State, therefore, there is no "short fall" to be made up. . Developers
are required to give up profit, but are not required to sell below
actual cost the required number of inclusionary units.
(b)

Developer Incentives.

Ms. Burton testified that staff's proposal does not
utilize developer incentives. This is not accurate. While the draft
does not use the term "incentive" it does provide for cooperation •
between the City and developers to utilize density bonuses, fee waives
and the like to reduce the Cost, and therefore the selling price,
of the inclusionary units. (See Section VII E, page 91, second
• -paragraph.) In addition another action, program discussed in Section
VII - I on page 97 proposes a - comprehensive study of methods to
reduce the cost of housing, focusing primarily on the "public" cost
component of housing costs. The discussion lists seven specific
areas for study. The results of the study would, of course, be used
for the inclusionary housing program. The proposal as drafted, however,
does not require the City to provide these methods of reducing cost
as a preconditionof the developer's obligation to provide units for
the inclusionary program.
(c)

Low Income Households.

Staff's proposal contains a statement that the inclusionary home ownership program may not be able to reach low income
households (households earning less than 80% of median income) without
additional governmental subsidies because development cost figures
show least cost units without City involvement to be in the $40,000's.
Staff's conclusion was based on calculations showing a low income .
family of four able to afford a $22,000 home. (See Section VII-E,
page-92.) Staff felt it was unrealistic to expect the City and
'
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developers to.get the cost of units down to $22,000. As such,
staff felt the concept of the program as drafted would be
misleading if, on the one hand, it purported to apply to low' •
income families, but, on the other hand, it was highly unlikely to
reach this income group in practice.
Es. Burton, questioned this portion of staff's proposal
On two grounds. First, she stated a low income family of four could
probably afford a unit priced at $31,000, rather than $22,000. Next
she stated that in Sacramento a unit could be constructed for $31,000.
She then concluded that an inclusionary program in Sacramento could
reach low income persons.
• It should be noted that staff and Ms. Burton do not
disagree on the point that if the inclusionary program could reach
,low income families, it would be that much. better..
.Ms. Burton's calculations of what price would be
affordable to a low income household apparently were based on the
standard that a family can afford a house priced at approximately
2.,5 times its gross annual income. Staff's calculations used the
standard recommended by the Housing Element Committee, that being a
'family can afford to pay only 25% - 30% of its monthly income for
housing. The two standards yield widely differing results in
determining an "affordable" price, as can be seen. One of the
reasons staff recommends the use of a housing specialist is to resolve
conflicts such as this. .
.

Ms. Burton's statement that a unit. in Sacramento could
be constructed for $31,000. needs clarification. Ms. Burton explained
to staff afterwards that her calculation excluded land and all
public improvement costs, assuming that the City would be able to
grant a sufficient density bonus and pick up improvement costs as
a matter of routine. Staff feels this is unrealistic. It assumes
the City would be financially able to pick up a portion of improvement
'costs for every residential development. (or reduce or waive improvement
requirements where it is not financially able).. It also assumes
density bonuses will be as effective in Sacramento as elsewhere. in
the state, This may not be the case. Density bonuses work where land :
costs. are extremely high. While land costs in Sacramento have risen
in recent years, they are relatively low as a percentage of total
development costs compared with other areas in the state. In addition,
density increases have countervailing environmental impacts which must
be considered.
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Another reason staff is recommending the aid of
a housing specialist is to study the housing market in Sacramento •
to determine what the City and developers can do to reduce housing
costs. A housing specialist hopefully could determine whether a
density bonus would work here and to what extent. The specialist
could also . suggest other ways of reducing costs, while pointing
out the ill effects as well.
Staff has worked with Mr, David Williamson of the
State Department of Housing and Community Development in developing
its proposal and, has received his support for the proposed program.
Mr. Williamson is a program manager of HCD and works with the
development and administration of inclusionary housing programs on a
day-to-day basis. His experience and insight S were extremely helpful
to staff.
(d) Implementation.
The inclUsionary program proposed by staff for inclusion
in the Housing Element is an outline of program elements, designed as
a framework to be filled out by ordinance. The program states its
provisions are not self-executing but must be implemented by ordinance.
Other language in the Housing Element, however, states that the City
will implement an inclusionary housing program. (See Section V-C;
page 69LSection VI-B-7, page 79; and Section VII-E, page .90.)
This is meant as a statement of intent by the City to adopt . an •
ordinance when the details of elements, operation, and administration
can be worked out. 'With respect to condominium conversion projects,
staff expects to have the impleMenting ordinance prepared by the sunset
date contained in the condominium conversion ordinance. .
13". Language of Action Programs - and MortgageReVenue Bond Program
Councilman Connelly expressed' concern at the May 28 hearing
about the wording of the action programs on pages 78 through 82.
The concern was the language appears to . commit the City to each
program and to the consequent expenditure of money. Staff explained
that these program descriptions are statements of policy and are not
meant to bind the City. To clarify this intent, however, the following
language is recommended as an amendment. It would be placed on page 78
under B. ACTION PROGRAM within the existing parenthesis, as 'follows:
(NOTE: The following list describes action
programs designed to address the goals and
policies identified above. An asterisk
elaboration within the supplemental
program information section. All of these
programs are proposals only and are subject
to future implementation and budgeting.)

-

-
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With respect to the local mortgage revenue bond program
described in Section VII-0, page 111, Mr. Connelly expressedconcern
about the $75 million figure given for the initial sale and about
the accuracy :of the description in general. The following amendment.
is recommended to replace the description which now appears on Page
111.
0. Local Mortgage Revenue Bond-Program
The-City of Sacramento has expressed an intent to establish .
a Local Mortgage Revenue Bond program to provide below market rate
loans to low and moderate income persons for home ownership. The
1980-81 ?HAP does not include specific goals in - terms of the number
of potential units because the total bond sale, maximum sales price,.
and income limits have not been established and because the future
of mortgage revenue bonding is under consideration at the federal
level with the Ullman Bill, HR 3712. !the City should make every
effort to insure its ability to use mortgage revenue bonds in the ,
future by opposing federal restrictions on these bonds.
RECOMMENDATION
It is recommended that the amendments proposed above in B. be
adopted. The remainder of this report is for information only.
Very truly yours;
,TAMES P. JACKSON
City Attorney

SABINA GILBERT
Deputy City Attorney
WILLIAM P. CARNAZZO
Deputy City Attorney
RECOMMENDATION APPROVED:
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RESOLUTION NO. (10-

Adopted by The Sacramento City Council on date of

JUNE 10, 1980

RESOLUTION AMENDING THE GENERAL PLAN OF
THE CITY OF SACRAMENTO BY REPLACING THE
1974 HOUSING ELEMENT WITH THE 1980
HOUSING ELEMENT (M-343)

• WHEREAS, Government Code Sections 65302 and 65700 require
charter cities to adopt a general plan; and
• WHEREAS, Section 65302(C) of said Code requires the
General Plan to -Cbfitain'a- .housing element cOnsiSting of -standards and plans for the improvement of housing, the
'Provision of adequate sites for housing, and the provision
for the housing needs of all economic segments of the community;
and
.

. WHEREAS, Section 6472 of the regulations established under
Section 41134 of the Health and Safety Code, pursuant to which
the Housing Element is developed, states that the housing element
. is to be updated as need dictates, but no less than once every
five years; and
.

-

WHEREAS, the City's present Housing. Element was adopted
in 1974 and the State has formally extended the date for
adoption of the new Housing Element to September 1,.1980;
and
•
• WHEREAS, new housing data and action programs that further
the goals of providing for improvement of housing, adequate
sites for housing, and the housing needs of all economic
segments of the Sacramento community are contained in the 1980
Housing Element; and
WHEREAS, the City Planning Commission duly noticed and
held public hearings on the proposed Housing Element on May 5th,
12th and 19th and has recommended approval of the proposed Housing
Element; and

WHEREAS, pursuant to Articles 5 and 6 of Chapter 3 of Title 7
Of the Government Code, the City Council duly noticed and held
public hearings on the subject of the Proposed Housing Element
of the Sacramento City General Plan on the 28th and 10th
. days of May and June, 1980, and has considered and deliberated
• on the testimony so received;

•

APPROVED
OY THE CITY COUNCIL.
JUN 1 01980

NOw, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE
CITY OF SACRAMENTO:

That this Council hereby adopts the attached 1980
Housing Element as .a replacement to the 1974 Housing Element
of the Sacramento City (ieneral Plan. .

MAYOR
ATTEST:

CITY CLERK

CITY OF SACRAMENTO

CITY PLANNING DEPARTMENT
725 "J" STREET

SACRAMENTO, CALIF. 95814
TELEPHONE (916) 449-5604

MARTY VAN DUYN
PLANNING DIRECTOR

Item 37 of 6-10-80 Council agenda - HOUSING ELEMENT

Action requested by staff:
1.

Ratify the Negative Declaration

2.

Amend the City's General 'Plan by adopting the
Resolution which replaces the 1974 Housing
Element with the new 1980 Housing Element.

e

CITY OF SACRAMENTO

CITY PLANNING DEPARTMENT
725 "J" STREET

SACRAMENTO, CALIF. 95814
TELEPHONE (916) 449-5604

MARTY VAN DUYN
PLANNING DIRECTOR

May 28, 1980
City Council
Sacramento, California
Honorable Members in Session:
SUBJECT: Sacramento City Housing Element's Negative Declaration (M-343)
SUMMARY
The Environmental Coordinator filed a Negative Declaration with mitigation measures on the City's Housing Element. The Negative Declaration
has been distributed for a 30-day review period pursuant to State law.
Attached for the City Council's information is a comment received regarding the adequacy of the Negative Declaration. Staff recommends that the
Council receive comments on the Negative Declaration and act on the
Negative Declaration at the Council's scheduled meeting on June 10, 1980.
BACKGROUND INFORMATION
The Environmental Coordinator prepared an Initial Study to determine the
environmental (biophysical) effects as well as the social and economic
effects of the proposed Housing Element. Although CEQA does not require
social and economic assessment, the Initial Study made such a preliminary
assessment to provide the decision-makers and the public with the social
and economic effects. There may be some significant adverse social and
economic impacts if the condominium conversion and inclusionary programs
are completely implemented.
While mitigation measures are proposed for
the social and economic impacts, these mitigation measures are not
necessary under CEQA because CEQA does not require .social and economic
assessment and mitigation.
Potential significant adverse environmental effects could result if the
inclusionary housing program was completely implemented. These impacts
are: 1) the density bonus causes projects to be inconsistent with
existing zoning, and in some cases with community plan designations;
2) the density bonus could adversely affect neighborhood facilities; and
3) many public write-downs used to subsidize the inclusionary units could
have an adverse impact on the funding and provisions of public facilities.
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The proposed inclusionary program includes criteria for density bonus
approval that are: 1) the proposed density is compatible with the
overall objectives of the general plan and specific plans; 2) there is
adequate sewer and utility capacity to accommodate the increased density;
3) the increased density will not contribute to unmitigated school
impaction; 4) the site is served by adequate recreation and park
facilities; and 5) the site is accessible to transportation facilities,
shopping and employment. These criteria should reduce the potential
significant adverse environmental effects on the density bonus impacts
to less than significant.
The public write-downs environmental effects , can be mitigated by the sam;:
criteria as density bonus, thereby reducing the effects to less than
significant. Therefore, if the proposed inclusionary program is adopted,
then the program shall include the density bonus criteria to mitigate
environmental impacts. Since the significant environmental impacts are
mitigated to less than a significant effect, a Negative Declaration
with mitigation was filed by the Environmental Coordinator.
On May 5, 1980, the Negative Declaration was distributed to the City
Council, government agencies and interested citizens pursuant to CEQA
Guidelines, Section 15161.6.b(1) for a 30-day review period. This review
period will conclude on June 6, 1980 which is prior to Council's
scheduled action date of June 10, 1980. The Council will have to determine that the proposed Housing Element will not have a significant
environmental impact and ratify the Negative Declaration.
Attached' for the Council's consideration is the written comment (Attachment A) which the City has received during the review period. Additonal
comments on the Negative Declaration in the form of written or verbal
comments may be received by the Council. These comments and any comments
that the Council may have will be responded to in a subsequent transmittal.
VOTE OF COMMISSION
The Planning Commission on May 19; 1980, after public hearings, recommended by a vote of six ayes, one nay, and two absent, to ratify the
Negative Declaration.
RECOMMENDATION
The staff and Planning Commission recommend that the City Council ratify
the Negative Declaration at its June 10, 1980 meeting.
Respectf I submitted,
yn
fit
Marty
Planning Director
FOR CITY COUNCIL INFORMATION
WALTER J. SLIPE
CITY MANAGER
MVD:CC:bw
Attachments
M-343

May 28, 1980
All Districts

CITY PLANNING COMMISSION

ATTACHMENT A

al

LAW OFFICES

&

MAROIS

FOURTEENTH FLOOR-PLAZA TOWERS

ARCHIE HEFNER -

555 CAPITOL MALL

ROBERT N. STARK

19e).)

RECEIV-Pn

OF

DAHL, HEFNER, STARK
• LOREN S. OAHL

MAY

HUGH B. BRADFORD ( 1 6 7 6 -195 51
5. w. CROSS (188I• I9S6)

SACRAMENTO, CALIFORNIA 95814

THEODORE M. MARDIS, JR.

AREA CODE 916

JAMES M. WOODSIOE

TELEPHONE 444- 6620

JOHN D. BESSEY

May 22, 1980

C. AFTON MOORE III
ROBERT W. BELL
RICHARD K. PARK
KENNETH R. STONE
TIMOTHY 0. TARON
JUDY R. CAMPOS
JAMES S. CRAwFORD
STUART A. COMIS
O. BRIAN RE1DER

City of Sacrainento
Planning Department
725 "J" Street
Sacramento, CA 95814
Attention: Mr. Cliff Carstens
Re: City of Sacramento
Housing Element - Negative Declaration
Gentlemen:
In response to your letter of May 5, 1980, we wish
to comment on the above-referenced Negative Declaration.
Specifically, page 47 of the Negative Declaration discusses
the potential loss of profit which a developer may incur as
a result of the inclusionary zoning portion of the housing
element. It is stated, on page 47 of the Negative Declaration, that this potential adverse economic impact is not
considered significant "because it is the inclusionary program's clear intent to provide paybacks for a reasonable
profit whenever possible." The comment then goes on to state:
"If adequate paybacks are found not to exist
most of the time, then the entire basis of the
City's inclusionary program will need to be reexamined."
We believe it is incorrect to assume,as the preparer
of the Negative Declaration apparently has done, that paybacks
of lost profit will occur in most of the cases, since the
housing element does not require such paybacks and sources
of revenue for such paybacks have not yet been guaranteed.
Thus, it is probably more reasonable to conclude that if the
developer is required to provide the inclusionary units at cost,
then the developer may raise the price of remaining units so as

LAW OFFICES OF

DAHL. HEFNER, STARK

&

MAROIS

City of Sacramento
Page Two
May 22, 1980
Re:

Sacramento Housing Element - Negative Declaration

to Maintain his profit margin. This practice will no doubt
exacerbate the presently high cost of housing in the City of
Sacramento.
Thank you for your consideration in this matter.
Very truly yours,
(

--41E-PNER, STARK & MAROIS

By
TIMOTH . TARON

TDT/mlw

CITY OF SACRAMENTO

CITY PLANNING DEPARTMENT
725 "J" STREET

SACRAMENTO, CALIF. 95814
TELEPHONE (916) 449-5604

MARTY VAN DUYN
PLANNING DIRECTOR

May 23, 1980
City Council
Sacramento, California
Honorable Members in Session:
Subject:

1980 Housing Element of the Sacramento General Plan and
its Negative Declaration (M-343)

Summary
Staff and Planning Commission are recommending approval of the 1980
Housing Element and ratification of the Negative Declaration thereon.
The Element replaces the 1974 Housing Element of the General Plan.
Background Information
Enclosed are the following items:
1.

A resolution adopting the Housing Element as an amendment to the
City's General Plan;

2.

The Planning Commission's recommended Housing Element;

3.

Attachment "A" which contains the Council-appointed Housing Element
Committee recommendations; •

4.

Attachment "B" which is the staff report to the Planning Commission
dated May 9, 1980;

5.

Attachment "C" which is a Planning Department summary of the Housing
Element Committee Inclusionary Housing Program.

The Council received the environmental assessment on the Draft Housing
Element on May 5, 1980.
Vote of Commission
The Planning Commission on May 19, 1980, after public hearings, recommended adoption of the attached Housing Element as amended by the staff
report and Commission recommendations.
The vote was six ayes, one nay, two absent.
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Recommendation
Staff recommends City Council:
1.

Ratification of the Negative Declaration; and

2.

Adoption of the resolution amending the General Plan for Sacramento
to substitute the 1974 Housing Element with the 1980 Housing Element.
Respectfully submitted,

44wvMarty Van Duyn
Planning Director

if
•

FOR CITY COUNCIL INFORMATION
WALTER J. SLIPE
CITY MANAGER
MVD:ML:bw
Attachments
M-343

V

May 27, 1980
All Districts

RESOLUTION NO.
Adopted by The Sacramento City Council on date of

RESOLUTION AMENDING THE GENERAL PLAN OF
THE CITY OF SACRAMENTO BY REPLACING THE
1974 HOUSING ELEMENT WITH THE 1980
HOUSING ELEMENT (M-343)

WHEREAS, Government Code Sections 65302 and 65700 require
charter cities to adopt a general plan; and
WHEREAS, Section 65302(c) of said Code requires the
General Plan to contain a housing element consisting of
standards and plans for the improvement of housing, the
provision of adequate sites for housing, and the provision
for the housing needs of all economic segments of the community;
and
WHEREAS, Section 6472 of the regulations established under
Section 41134 of the Health and Safety Code, pursuant to which
the Housing Element is developed, states that the housing element
is to be updated as need dictates, but no less than once every
five years; and
WHEREAS, the City's present Housing Element was adopted
in 1974 and the State has formally extended the date for
adoption of the new Housing Element to September 1, 1980;
and
WHEREAS, new housing data and action programs that further
the goals of providing for improvement of housing, adequate
sites for housing, and the housing needs of all economic
segments of the Sacramento community are contained in the 1980
Housing Element; and
WHEREAS, the City Planning Commission duly noticed and
held public hearings on the proposed Housing Element on May 5th,
12th and 19th and has recommended approval of the proposed Housing
Element; and
WHEREAS, pursuant to Articles 5 and 6 of Chapter 3 of Title 7
of the Government Code, the City Council duly noticed and held
public hearings on the subject - of the proposed Housing Element
of the Sacramento City General Plan on the
days of May and June, 1980, and has considered and deliberated
on the testimony so received;

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE
CITY OF SACRAMENTO:
That this Council hereby, adopts the attached 1980
Housing Element as a replacement to the 1974 Housing, Element
of the Sacramento City General Plan.

MAYOR
ATTEST:

CITY CLERK

Attachment A

••

Attached are the Housing Element
•Committee recommendations. This
•includes a definition of the housing
problem, goals and general policies
-and the action program.
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THE HOUSING PROBLEM

A. MAJOR FINDINGS
1'. Of the total 114,707 households residing in the City of Sacramento
in 1980, an estimated 65,756 (57.4%) are low income and thus earn
less than 80% of the SMSA median income.
2.

Approximately 19,000 of the low income households in the City are
in need of housing assistance as of January 1980. The overwhelming majority of these (16,621) are renter households.

3.

Low income households in need of assistance occupy a disproportionately large share of substandard dwelling units (7,800 of the '
total 9,745) including single family structures.

4.

Small families of four or less individuals with low income represent
the largest single category of total need (61.1%). Elderly or
' handicapped households with low income constitute the second largest
category of total need (32.5%), and the largest proportion of need
among those owner households (50.3%).

5.

Low income households represent a significant share of the single
family rental market, particularly in low income fragile neighbor(Source: City 1979-1982 Housing Assistance Plan.)
hoods.

6.

There is a disproportionately high number of low income minority
households in need of housing assistance (28.3%) than there is
total minority households in the City (15.8%).

7.

Our fair share of low income households within the region in 1978
was approximately 29,890. Our projected fair share of low income
households by 1985 is approximately 39,770, or an increase according to SRAPC of 33%.

8.

Another estimated 21,855 households (19.0%) residing in the City
in 1980 are moderate income and thus earn between 80% and 120% of
the SMSA median income.

9. There currently exists no accurate estimate of moderate income
' households in need of housing assistance. As with low income households, however, it can be assumed that the greatest portion are
renters; and most cannot afford to purchase homes at today's mortgage
finance rates.
10.

Moderate income households probably occupy the biggest proportion
of the remaining 1,945 substandard dwellim j units not occupied by
low income households.

11.

Other general characteristics of moderate income households in need
of assistance probably follow closely the precrding findings for
low income households.

-212.. Between 1975 and 1980, the median household income for the
Sacramento SMSA has risen from $13,200 to $17,600 - an increase of
33.3%. (A corresponding or lesser increase can be expected for
the City, although a. precise comparison is not available.) In
the same period, the median price of a new single-family detached
home increased from $40,100 to $77,000
an increase of 92.0=t;
and the average resale price on an existing home increased from
$33,600 to $62,100 - an increase of 84..
13.

Approximately '32,160 households residing in the City in 1980 pay
over a quarter of their income for housing. The largest portion
(70.6%) are renters, most of whom probably live in higher rental
single-family detached housing.

14.

Sacramento will need an additional 13,580 housing units by 1985 to
accommodate expected growth, assuming a 6% vacancy rate.

15.

Of the total 119,030 occupied housing units, approximately 7,575
renter-occupied units and 2,745 owner-occupied units (9% overall)
are substandard in 1980. These units are locatee in areas
with relatively high concentrations of low income persons.
This
estimate includes deteriorating units, dilapidated units, and those
lacking some or all plumbing facilities.

16.

Of those, approximately 6,060 renter-occupied units (12%) are
suitable for rehabilitation while the remaining 1,515 units are
considered economically inefficient for low and moderate income
households.

17.

Approximately. 2,060 owner-occupied substandard units (3%) are also
suitable for rehabilitation, the remaining 685 units not.

18.

The City's overall vacancy rate in 1978 was 2.3%. The rental
vacancy rate was 3.8% and the owner vacancy rate was 1.4%. The 1980
vacancy rate characteristics have probably not changed significantly
from 1978.

19.

The rate of substandard housing exceeds the vacancy rate in all
categories. Therefore it is not possible to completely house the
City's total 'population in standard housing.

20.

The current substantial slow-down in multiple family rental construction and the possible conversion of numerous rentals to
condominium units indicates a potential under-supply of rental
housing for the near future.

21.

There is past evidence of locally extensive racial discrimination
in private sector housing, this condition furthering the inaccessibility to Affordable housing within select areas of the City.

-322.

Current federal and State housing finance and subsidy programs
are not sufficient by themselves to satisfy low and moderate
income housing needs. This is based on waiting lists and testimony
received in Housing Element Committee meetings by representatives
of the financial lending institutions and the Sacramento Housing
and Redevelopment Agency.

23.

There is adequate vacant land (14 plus square miles) designated
for residential uses at some point in the future. This amount
is adequate to serve new City growth for many years. Approximately
81.5% of this amount is free of unusual development constraints.

24.

The average cost of a newly constructed home in 1980 is beyond the
reach of the average income family, especially those just entering
the housing market. Least cost market-rate homes in developing ,
single-family subdivisions start at $45,000; however, the median
price is $77,000 for Sacramento. The average sale price of used
housing is $62,100. These factors preclude low and the clear
majority of moderate income households from buying, given today's
financing rates of over 10%.

25.

The median rent for 2 bedroom multiple family units in Sacramento
for October 1979 was $233. With an estimated additional $67 for
monthly utilities and related upkeep, a household should earn
$14,400 annually in order to pay no more than a quarter of its
income for housing. The estimated large stock of single-family
rentals cost substantially more, and yet are the only option available to many because of the low vacancy rate, particularly to those
with more than one child.

26.

Actual housing costs may be reduced by innovative use of subdivision
and zoning controls, by expanded use of manufactured housing, and
by the use of energy saving features.

27.

Neighborhood preservation as an implementation process must continue
to have a high priority if the clear majority of our existing
housing stock is to remain stable or be upgraded.

28.

No one governmental or quasi-governmental agency presently keeps
track of all housing subsidy programs within the Sacramento area.
This suggests possible inefficiency in the best allocation or
limited funding resources.

29.

Many special housing needs within the City have been only partially
met and require the further development of alternative provisions.
Among these are housing for single men displaced by redevelopment
projects, emergency shelters of various types, and those currently
living in marginal downtown residential hotels.

-4B. NEEDS OVERVIEW
An analysis of housing needs is, in a sense, a keystone of the Housing
Element. "Unmet needs" define the nature and scope of the housing
problem, and together with an evaluation of the constraints and obstacles
that impede the meeeing of those needs, from the basis upon which subsequent housing policy and program development rests.
If the supply of housing were to precisely match the demand for housing,
there would be no unmet housing needs. An evaluation of the relevant
data indicates that there are unmet needs, especially for those households with income levels below the median for the Sacramento SMSi:.
A comparison of residential building activity with population projections
indicates that the building industry is adequately addressing Sacramento's
growth trends in terms of housing quantity. Basically though, it is
low income households that cannot afford - adequate housing without paying
a disproportionate share of income for housing costs. There are a number
of special groups within this large low income group that have particular
problems in obtaining adequate housing at affordable prices (e.g. elderly,
disabled, female-headed, minority, and large family households). Some
households (e.g. minority, female-headed, and disabled households) also
experience discrimination and handicap fixture constraints.
All other things being equal, higher income would at least enable a
household to seek a larger house to avoid overcrowding, to seek a newer
house to avOid unsound housing conditions, to repair and maintain an
existing house to alleviate deterioration, and to seek housing at varied
locations, thus increasing freedom of choice.
The three major documents which quantify housing needs and have been considered and used extensively herein to document need are the Housing
Opportunity Plan prepared by SRAPC in late 1978, the County of Sacramento
Housing Element adopted. in December 1979, and the City of Sacramento
•
Housing Assistance Plan for 1979-1980 and its Annual Housing Action Plan
for 1980-1981 for use in the Community Development Block Grant Program.
Table
summarizes the HAP current housing assistance needs of low
income households.
Table
LOW INCOME HOUSEHOLDS IN NEED OF ASSISTANCE
Fanale
Large
Elderly . &nail
Handicapped
Families
Families
Minorities*
Headed*.
Total
950
232
875
1,197
2,379
60. 5
Owner Households
4,973
10,653
8,812
995
4,780
Renter Households 16,621
*Total at left reflects a merger of these category totals with the other
.categories given.

-5C. CONSTRAINTS AND OBSTACLES
A number of market and governmental constraints operate to impede the
delivery of housing, particularly housing suited to the needs of lowerincome families. The constraints often operate through increasing the
cost of housing to the consumer.
The housing delivery process is a complex production system with input
provided by local and federal governments, bankers, builders, real
estate persons, labor unions, and suppliers. Each participant develops
business policies and programs in response to three significant factorsthe money market (cost of money), supply and demand, and return on
investment.
Demand plays a key role in what kind of housing is produced. The effect
which demand has on housing production might best be described as "majority
rules." In their quest for profit, builders build for the demand, and
the greatest demand is for single family detached homes for small families
in the middle to upper income range. There is no incentive for the
builder to produce low cost housing; the risk is higher and the profit
margin lower.
Demand also results in houses with special features (e.g. air conditioning, two-car garage, fireplace, etc.), features which contribute to the
overall cost of the house.
Demand affects price in another way. While population growth has been
fairly constant for the past few years, the household formation rate has
increased in' that the average household size has decreased (and is projected to continue to do so). Consequently, there is a greater demand
for housing units, and an increase in demand contributes to an increase
in price. In addition, the propensity in recent years for two workinn
members in a household (possibly concurrent with the trend toward smaller
household size) increases the income of those households, and may contribute to the "bidding up" of the price of housing.
Direct costs to the developer also contribute to the rising cost of
housing. Included in the direct costs are: cost of land, cost of
materials, cost of labor, and governmental costs. As any of these costs
increase, so does the overall housing cost to the consumer. Land costs
may be affected by speculation, by the reduction in supply throug! -. „p- owth
management policies, and through the provision of required services to
the land (sewer, water, etc.). Governmental costs include application
fees (where necessary) for rezoning and subdivision processing, building permit and related fees, environmental review fees, etc. Any
regulations or procedures which increase the planning time for the
developer can result in an increased cost to him of land, materials, or
labor, due to the normal inflationary process.

1

'r

-6Financing costs have contributed to increased housing costs in two
• primary ways. First, the cost of money has risen (for the builder and
for the homebuYer). As the interest rate increases, the monthly payment for borrowing a quantity of money may also increase. Second,
modified credit practices by lending institutions, and flexible and
variable interest rates, have permitted entry into the market by some
who have been excluded in the past. These financing innovations thereby
have increased the demand for housing, which contributes to a rising
price.
The Final Report of the Task Force on Housing Costs (HUD, May 1978)
indicates that the cost of the site is a significant component of the
total cost of a house. Nationally, the developed lot comprises approximately 20% of the cost of a standard single family home (1978); in 1960,
the lot comprised 15% of the total house cost. Between 1970 and 1974,
the cost of the site increased 100%, an average of 20 to 30% per year.
The report concludes that factors responsible for the increase in the
cost of the site include constraints in the supply of developable land,
high site preparation and development costs, and procedural delays.
Information from the National Association of Home Builders indicates
that the cost of building materials and labor constitutes a smaller
share of the •cost of a new house today than 30 years ago, while the
percentage directly attributable to land and financing costs has increased
significantly. Between 1949 and 1978, the costs of building materials
and labor have decreased from 69% of the overall cost of a new home to
47%; the cost of land has increased from 11% to 25%, and financing from
5% to 11%.
Information supplied by a local lender indicates the following cost
breakdown for a 3 bedroom 2 bath single family detached house of 1,317
square feet, with a selling price of $69,000:

Lot

- land @ 7,500 sq. ft. per lot
- development costs
Building - construction and labor,
materials
Marketing
Financing
Overhead
Profit
TOTAL

Cost
$12,500
7,500
33,102

% of Total Cost
18
11

48

2,200
3,100
1,628

3
5

8,970

13

69,000

100

In comparison to the 13% profit indicated in the above breakdown, local
builders have indicated that a typical profit range for a normal tract
home is 10-12%, for a semi-custom home (where the bu:lder builds 25 homes
per year) is 12-15%, and for a custom builder is 20c

-7When questioned as to the causes of rising housing costs the most
common responses by builders included: those governmental regulations
which cause time delays in the processing of applications; growth
controls which limit the amount of residential land available for developMent; zoning regulation which establishes large lot sizes and excessive
setbacks; and excessive site engineering requirements (referred to as
"over-engineering"), including the requirements for Class "A" streets
with curbs, gutters, and sidewalks on both sides.
Confronted with ever rising costs, the construction industry has several
major options including: to pursue the luxury home market (if there is
sufficient demand), to reduce the quality of new homes so as to keep
costs down, to construct smaller homes with fewer amenities.
The implications of the first option do not appear to facilitate the
filtering down of higher priced units to lower income households. One
national study found that prestigious homes pass through an average of
only 3.3 home buyers. They do not release other homes to lower income
groups when first occupied (New Homes and Poor People, University of
Michigan, Lansing, 1969). The same study found that modestly priced homes
may pass through as many as 19 users. Initial buyers tend to leave homes
which are later occupied by lower income groups. The second option - reducing house quality - is not acceptable from the
standpoint of maintaining a consistently usable housing stock and longterm neighborhood preservation and viability.
The third option - constructing smaller homes with fewer amenities - is
the most reasonable of the three options available to the industry. A
local builder has estimated that "frills" (including items such as
dishwashers, fireplaces, air conditioning) add at least $5,000 to the
cost of a house; eliminating frills would give the buyer the opportunity
to add them when financially able to avoid the added cost of financing
the frills over the life of a 30 year home mortgage. Again, though,
the builder responds to general demand, and the consumer demands the
frills.
While local government can have little impact on market-oriented constraints and obstacles such as cost of materials, cost of labor, and
consumer preferences, it can respond to those constraints over whie-h
it has direct control such as codes and ordinances affecting projrct
design and processing procedures. Sacramento County has responded in
several ways to those constraints often cited as adversely impacting
the cost of housing. A report entitled "Review and Analysis of the
Sacramento County Planning and Land Regulation Process with Recommendations for Modification" was completed by the Sacramento County Planning
Department in 1976. This report led to a substantial revision to the
hearing process in Sacramento County, as well as a major Zoning Code
revision, both of which have contributed to a more efficient and less
time-consuming hearing process.

-8The City has responded in one community, South Natomas, by permitting
greater design flexibility and innovation based on expanded density
ranges, allowable housing types, and other features which can promote
the reduction of housing costs. This has not, however, appreciably
"streamlined" application processing. Review of similar residential
design criteria and density policies is anticipated for other communities
as their plans are updated.
With respect to the concern expressed by builders that growth controls
which limit the amount of residential land available for development
adversely affect the cost of housing, it is probably true that the
elimination of all land use regulatory constraints would reduce the cost
of land through freeing-up the supply. The approach taken by Sacramento
City, though, is to balance this concern with other equally, important
concerns such as environmental Quality, energy conservation, and the
provision of adequate services. The General Plan policy, in essence, is
not to restrict growth but to guide it. The extent of the planned urban
area is based upon an analysis of projected land use needs. Enough land
areas are included to accommodate all urban growth anticipated until
after 2000. In addition, it is a policy of the General Plan to re-evaluate and update it every 5 to 7 years to ensure that adequate land
continues to be available for development of a full range of living
environments. Such a study will be underway shortly and is scheduled for.
completion in mid 1982.
Article 34 of the Constitution of the State of California poses an
obstacle to the housing delivery process by requiring reference approval
of low-rent housing projects developed or acquired by any state public
body. Article 34 is not an immediate constraint in the City of Sacramento;
referendum authority for 2,500 low-rent housing units yet to be implemented
has only recently been approved.
The delivery of subsidized housing is constrained, however, by the
difficulty in coordination among the many governmental agencies charged
with administering various housing programs, from the local to the federal
level. The chart on the following page summarizes the flow of subsidy
dollars through numerous agencies to the consumer. While the precis(
money flow depends on the program, it is apparent that the system is
complex, and a coordinating mechanism would enable each agency to know
what the other is doing and what needs are being addressed.
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D. DISCRIMINATION .
Discrimination differs from the previously discussed components of the
Housing Problem in that it does not deal with the actual production or
maintenance of a structure; rather, it deals with the accessibility of
that structure to anyone who has the means to pay •for it.
Discrimination On the basis of arbitrary factors (e.g., race, presence
of children, marital status) exists and prevents some City residents
from renting or buying the housing of their choice. In addition, it
may lead to ethnically segregated neighborhoods, and the perpetuation
of negative attitudes between ethnic groups.
Society's attempts at eliminating discrimination have not solved the
problem. There is a lack of monitoring of fair housing practices, and
enforcement of existing fair housing laws are difficult. Discrimination
cases are difficult to prove, and those discriminated against often do
not have the economic means to pursue their case. In addition, the
consumer who is discriminated against often is unaware of his legal
rights, or does not know where to go for help.
Two agencies in Sacramento which investigate complaints of housing
discrimination are the State Fair Employment Practices Commission (FEPC)
and the local Human Rights Commission (HRC). Neither agency deals
exclusively with housing - related complaints. The FEPC has enforcement
powers, but has had in the past a very large backlog of cases. Housing
affairs within FEPC has recently been elevated to a division status.
The HRC has no enforcement powers, but operates through mediation and
conciliation.
Neither agency has a highly visible education and outreach program,
nor do their titles imply that they offer help on housing discrimination
complaints. The HRC receives approximately 100 housing complaints per
year that necessitate a full investigation, and many more that can be
handled with something less than a full investigation.
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THE SOLUTION STRATEGY
A. PAST AND PRESENT EFFORTS

Community Development Block Grant Program
A major source of assistance to the City of Sacramento comes from
federal Community Development Block Grant (CDBG) funds for neighborhood revitalization, community wide housing, public facilities and
improvements, and economic development. The City's entitlement for
1980-1981 is approximately $5 million, the use of which directly or
indirectly affects all housing in Sacramento. Details of this program
can be reviewed in the document by that name for the 1979-1982 period.
A summary of the project can be found in the Appendix.
Briefly, the comprehensive CDBG strategy and proposed accomplishments
are as follows:
1.

Improve and upgrade physical conditions, public improvements and
services, and neighborhood facilities in physically declining
neighborhoods;

2.

Conserve and enhance the existing housing stock within physically
• declining neighborhoods through programs which prevent decline and
promote investment in housing. The City should provide financial
assistance to low and moderate income, elderly and handicapped
persons for rehabilitation of existing housing;

3.

Expand housing opportunities for low and moderate income, elderly,
handicapped, and families through site preparation for new construction, and acquisition of existing housing units. The City
should also provide incentives for private development of new
market rate housing in physically declining neighborhoods.

4.

Revitalize the Central City through elimination of blighting
influences, conservation of viable neighborhoods, and elimination
of incompatible land uses associated with the existing mixture of
uses and activities;

5.

Preserve historically and/or architecturally significant structures
through a program which prevents unnecessary destruction of such
structures, provides incentives for private restoration, and seeks
other sources of funding for rehabilitation;

6.

Promote commercial, business and industrial development through
land acquisition, site preparation, and other appropriate means
in order to increase the City's tax base and expand employment
opportunities for low and moderate income persons.

CDBG funds to implement the strategy are used primarily within the
neighborhood strategy and improvement areas identifed on the Community
Development Area map. These areas represent the largest concentrations
of low and moderate income households.
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-3Housing Assistance Plan
In response to the housing problem, the City establishes objectives
for housing assistance to low income households (below 80% of median).
Table
summarizes these objectives. For comparative purposes, goals
from the 1979-1981 Housing Assistance Plan are included with the total
need in 20 years. The short-range objectives are more important than
. the long range objectives in the context of this Housing Element,
since State Guidelines require that the Housing Element undergo a
'major revision at least once every five years, and needs under the
renter and homeowner categories shift over the years.
-

Table
HAP QUANTITATIVE OBJECTIVES
1979-82
HAP Goal
(# of Households)
Total Need
1-yr.
3-yr.
20 years
Assistance for Renters
Prospective Homeowners
New Rental Units
Rehab. of Rental Units
Existing Rental Units
Assistance for Homeowners
1. New Construction
2. Rehabilitation

1,027

3,083

9
156
277

27

585
119
6
113

20,371

657
848
1,551
357

2,379

39
318

The strategy emphasizes rehabilitation and existing housing program -_,
rather than new construction, as the primary vehicle for providing
housing assistance. Areas most likely to benefit from this strategy
are identified on the following two maps.
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-6Subsidized Housing Projects
The City working with HUD and the Sacramento Housing and Redevelopment
Agency inventoried as many of the subsidized housing units within its
jurisdiction in 1979 as possible. The results are summarized in the
following table and on the three accompanying maps.
These subsidy
programs (defined in the Appendix) involve various strategies and thus
cannot be readily summarized except to say that they are oriented
primarily toward serving low income household needs. A central location
for tracking all subsidy programs within the greater Sacramento area
would facilitate a comprehensive strategy approach to maximize these
precious program resources.
B.

FAIR SHARE ALLOCATION
Table
indicates the current (1978) number of low-income households
in the County and its sub-jurisdictions, including the City by tenure
and special category households. Table
indicates in draft form what
SRAPC feels the City's corresponding 1985 allocation of these households
should be.
Relative to the unincorporated portion, the greatest shift
in future allocation is out of the City.

C.

ACTION PLAN MIX
An action plan mix which incorporates within the Housing Element all of
the various housing programs currently in existence would be a gigantic
undertaking: The overall strategy in developing the essentials of such
an action-oriented plan, however, must rely in large part upon the,
retention of the numerous existing programs, particularly those in the
CDBG and HAP. Where there are gross unmet needs as identified in the
previous section, attention should be given to expanding the existing
effectuation structure to meet them, or to seek alternative methods
that are both implementable and financially possible. It is with this in
mind that the Action Plan was prepared.

1979 INVENTORY OF SUBSIDIZED HOUSING PROJECTS BY COMMUNITY
Program---"Conventional
Public '
Communities
Units
North Natomas 0
South Natomas
0
North Sacramento
120
Arden-Arcade
0
East Sacramento
0
Central City
800
Land Park
760
East Broadway
130
South Sacramento
0
Meadowview
0
Pocket
28

Section 8
New
Construction
Units
0
0
0
0
0
408
896
0
0
0
0

Section 8
Existing
Rehabilitation
Units
0
12
88
90
10
130
24
74
93
111
0

Section 8
Setaside
Assistance
Units
0
0
318
180
167
516
0
473
230
392
0

Section 236
Assisted
Rental
Units
0
0
0
342
300
48
0
0
232
0
0

Source: Sacramento Planning Department compilation of SHRA and HUD data - July, 1979

Section 221d 3 6 4
Multi-Family
Rental
Units
0
0
112
112
282
16
0
0
0
0
0

Section 23
Leased
Housing
Units
0
0
366
1
42
235
45
206
97
216
2

1
1
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FAIR SHARE ALLCCATIOr OF LOW INCOME HCUSEHOLDS (1978)

JURISDICTION

ALL HOUSEHOLDS
Lai—Dratiz

ELDERLY/
HANDICAPPED
I
IHOUSEHOLDS

SMALL FAMILY
HOi_BEHOLDS

LARGE FAMILY
HDUSEHOLDS

MINORITY
tiDUSEICLE6

FEMALE HEADED
HOUSEHOLDS

CWNERS

REVIERS CwNERS

14,708

26,842

4,168

4,045

7,970

20,416

2,569

2,380

4,149

10,167

1,447

3,272

11,954

17,933

4,929

4,975

5,398

11,682

1,624

1,335

4,396

7,783

3,027

5,162

PoL9=

210

461

99

158

96

277

14

25

72

180

6

19

Galt

193

186

82

50

66

114

44

21

58

77

31

21 -

50

47

18

16

21

25

10

5

9

5

27

19

Sacramento
County Uhinc..
Sacramento

Lsleton

REVTERS GANERS

Source: SRAPC draft Housing Opportunity Plan November 1975).

RENTERS

GAINERS

REWERS

CIVERS

RENTERS

CWNERS

REN/ERS

DRAFT(subject to change)

1985 FAIR SHARE NEEDS

JUFISDICTION

ALL HOUSEHOLDS
LOW-INCOME
I

. ELDERLY/
HANDICAPPED
HOUSEHOLDS

CWNERS I REMUS CNNERS
Sacramento
Gounty.Uninc.

LARGE FAMILY
NOUS EH OU

SMALL FAMILY
HOUSEHOIDS

RENIEPS CWNERS

RENI'ERS CWNERS

I
I

MMORrIY
HMS MOILS

FEMALE HEADED
NOUS EHOLDS

RaTIERS

acEys 1

RIMERS

CFACHS

RENIERS

18,585

31,541

5,266

4,753

10,071

23,990

3,246

2,797

5,242

11,947

1,828

3,844

15,908

23,864

6,560

6,598

7,184

15,494

2,161

1,770

5,850

10,323

4,029

6,846

Folsom

289

636

136

218

132

382

20

35

99

248

8

26

Galt

332

320

141

86

114

196

75

36

101

133

53

36

93

87

35

31

43

46

19

9

18

9

53

35

Sacramento

Isleton

VII.
ACTION PLAN
A.

GOALS AND GENERAL POLICIEL,

B.

ACTION PROGRAM

ACTION PLAN
A. GOALS AND GENERAL POLICIES

Housing Element Administration
Goal: to ensure that the Housing Element continues to address the
housing needs of the existing and future residents of Sacramento
City.
General Policies:
1. Adopt an Action Program setting forth the details of housing
programs directed towards implementing the goals and .policies.
2.

Encourage the coordination of housing activities among all .
governmental levels, the private sector, and citizens groups.

3.

Review the entire Housing Element at least once every five
years to make adjustments based upon changing needs and priorities,
and review the Action Program after the first year to make adjustments based on significant changes in demographic/housing data and
follow-up study results.

Housing Quantity
Goal: to attain a sufficient housing supply to assure existing and
future residents of a safe and sanitary dwelling at an affordable
price.
General Policies:
4 • Encourage all possible resources and innovative measures to provide
expanded homeownership and rental opportunities to low and moderate
income households.
5.

Encourage construction, rehabilitation, and financing of housinr,
which is affordable by low and moderate income persons, includi:—
manufactured housing.

6.

Explore and encourage the provision of housing for those in por , ulation groups which have special structural requirements or loc9Tional
needs.

7.

Assure that new residential construction is consistent with adopted
growth policies and meets projected growth needs.

8.

Encourage increased residential densities, an.1 thus housing supply,
near employment centers, along major transportation corridors within
areas designated for urbanization, and in conjunction with improved
transit systems and services.

-2-

Housing Quality
Goal: to provide and maintain safe and sanitary housing consistent
with local standards, and to assure a level of public services
that contributes toward neighborhood and housing quality.
General Policies:
9. Promote the construction and maintenance of affordable, durable,
quality housing which efficiently uses land and natural resources.
10.

Encourage and assist in the preservation and rehabilitation of
existing housing and neighborhoods.

11.

Encourage the provision of adequate public services and facilities
to each neighborhood.

Housing - Distribution and Accessibility
Goal: to ensure that a variety of housing alternatives are available
which provide a choice of location, price, and type within
each community.
General Policies:
12.

Encourage a variety of housing types and prices within each
community.

13.

Encourage and support the enforcement of laws and regulations
prohibiting discrimination in lending practices and the sale or '
rental of housing.

B. ACTION PROGRAM Note: an asterix indicates further elaboration within
the supplemental program information section.
1. Review and comprehensively update the entire Housing Element in
fiscal year 1986/1987; and modify portions of the Action Program
in fiscal year 1981/1982 where there are significant changes br . sed
on 1980 census information and follow-up study results. This
implements general policy 3.
*2.

Establish a central location for tracking subsidized housing units
and monitoring Article XXXIV drawdowns, as well as for providing
general housing information and for assisting developers in providing low and moderate income units. Implements general policy 2.

*3.

Implement the recently adopted condominium conversion ordinance in
order to insure a reasonable balance of rental and ownership
housing within each community, mitigate the impact of dislocation
and eviction of tenants, insure adequate physical construction
standards, and contribute to an adequate supply of low and moderate
income ownership housing. This implements general policies 5,9,
10 through 13.

-3Develop action measures as part of each community plan update,
to adequately meet on-going neighborhood beautification and
preservation. This implements general policies 10 and 11.

4

*S. Seek funds to establish a Home Ownership Opportunity Program
through the Sacramento Housing and Redevelopment Agency.
This
implements general policies 4 and 9.
*6. Provide funding and support for the establishment of . a joint
City-County Fair Housing Program.
This implements general
policies 2 and 13.
*7, Evaluate and take appropriate action on a Housing Element Committee
recommendation for an Inclusionary Housing Program. This implements
general policies 2,t,5,8,9 and 12.
8. Develop standards, as part of the General Plan update in fiscal
years 1980/1981 and 1981/1982, to ensure that new low and moderate
income housing production is energy efficient and designed for
maximum use of passive solar methods.
This implements general
policies 5 and 9.
*9. Continue working with Sacramento Regional Area Planning Commission,
the County of Sacramento and the building industry to develop a
system for monitoring and updating the vacant lands inventory for
the entire county. This implements general policies 2 and 7.
10.

Allocate limited local resources for use by the elderly, handicapped, and other special need groups in a manner which esquably
mixes and distributes the assistance throughout all of the City's
communities.. This implements general policies 6 and 12.

11.

Establish criteria, as part of an Inclusionary Housing Program or
the General Plan update in fiscal years 1980/1981 and. 1981/19E2,
to be used in deciding when and where increased residential densities are appropriate. (See supplement section for Housing Element
Committee's recommended Inclusionary Housing Program.) This
implements general policy 8.

12.

Explore the feasibility of investing City employee retirement funds
into the local low and moderate income housing market. Direct the
City Treasurer to work with the Sacramento Housing and Redevelopment Agency and the Retirement Advisory Board and to report its
findings to the City Council by June 30, 1981. This implements
general policy 2.

*13. Solicit funds from the manufactured housing industry to be used
in studying ways of expanding the use of prefabricated housing
within the City and County of Sacramento, based on suitable supply/
demand findings and development standards. This implements general
policies 2,4,5,9 and 12..
.

-414.

Continue requiring that at least ten percent of all subsidized
housing be useable by the disabled, and continue to fund and
administer the Retrofit Grant Program through the Sacramento
This implements general
Housing and Redevelopment Agency.
policies 6 and 1 . 2.

15.

Direct the Sacramento Housing and Redevelopment Agency to reevaluate
new construction standards to accommodate the disabled where the
City owns and manages housing; and adopt standards, in conjunction
with the County of Sacramento, that would result in all new subsidized housing being adaptable for retrofitting. This implements
general policies 10 and 12.

16.

Continue to fund through Community Development Block Grant funds
the Historic Preservation Program for residences within the Central
This implements general policies 10 and 12.
City community.

17.

Adopt an ordinance requiring the seller of a residential structure
to undergo a survey for energy and structural deficiencie7,. This
implements general policies 9 and 10.

18.

Support anti-discrimination case processing and enforcement through
the State Division of Fair Employment Practices. (See supplement
section for Fair Housing Program.) This implements general policies
2 and 13.

19.

Support, along with the County of Sacramento, the establishment
of a non-profit Housing Development Corporation by the private.
sector. This implements general policies 4 and 5.

*20. Support the New Residential Hotels Program and further develo.?
local funding options and programs for the new construction and the
maintenance - rehabilitation of existing residential hotel stock.
This implements general policies 4,5,6 and 12.
21. Direct the Housing Element Committee or another Council-appoint.ad
task force to study single mens housing needs within downtown
Sacramento, and report its findings and potential funding sources
to the City Council by June 30, 1981. This implements general
policy 6.
*22. Direct the Planning Department and Public Works Department to work
with the developer/builder community in exploring various public
write-down options Other than public housing assistance programs to
reduce the' cost of housing, and report their findings to the City
Council by June 30, 1981. This implements reneral policies 4 and 9.
23. Continue to administer the Community Development Block Grant Program
in a manner which maximizes the use of resources to satisfy neighborhood revitalization needs, community wide housing needs, community
wide public facility and improvement needs, and economic development needs; giving particular emphasis to the L.lopted neighborhood
strategy and improvement areas. This implements general policies 2,
4,5,9,10 and 11.

-5*24.

Continue to administer the Housing Assistance Plan in a manner which
maximizes the use of resources to provide for homeowner and renter
housing assistance needs. (See supplement section for current
programs used in the HAP.) This implements general Policies 4,5,6 1
9,10 and 11.

*25.

Support the on-going use of the Deferred Payment Rehabilitation Loan
Program (Marks SB 966) as identified for the first time in the
1980-1981 Annual Housing Action Plan as a further means of rehatilitating Sacramento's existing marginal housing stock occupied ,by low
and moderate income households. This implements general. policies 5,
9, and 10.

*26.

Support the on-going use of the CHFA Home Ownership/Home Improvement Program established for the first time in the 1980-1951 Annual
Housing Action Plan. Monitor its effectiveness and expand its use,
if possible, within the Housing Assistance Plan. Direct the
Manager's Office to report back to the City Council no later than
June 30, 1981, regarding ways of increasing assistance to renters
and to meeting Lore of the HAP low income housif.g goals. This
implements general policies 5,9 and 10.

*27,

Continue to implement the Scattered Residential Site Acquisition
Program through the Community Development Block Grant program,
giving particular consideration as part of future budgetary proposals
to expanding its emphasis of providing small rental complexes in .
non-low and non-moderate income areas of the City. This implements
general policies 4,5,6 and 12.

*28.

Support the Building Industry Association of Superior California
in its communication to the State Department of Housing and Community
Development requesting AB 333/SB 229 -fundings for local use in the
construction of low income rental units. Support should be given
by adopting a re -solution for transmittal to Fl/CD within 9 ■. days
of Housing Element adoption requesting funding consideration based
on Sacramento's low income rental housing needs. This implemen general policy 2,4,5 and 9.

*29.

Continue to develop and expand, depending upon federal Ullman Bill
results, the program for local sale of tax-exempt revenue bonds
and/or notes as a means of generating below-market-rate home loans
and construction financing. Among the potential sources for further
consideration are bonds under Marks-Foran/SB 99 legislation, and
funds for home ownership using the Local Mortgage Revenue Bond
Program (see supplement section). This implements general policies
4,5 and 12.

30. Support State legislation which increases housing opportunities
for low and moderate income households, including proposals for a
speculative gains tax, tax 'exemption of housing rehabilitation
and funding for construction of low and modera'e income housing.
This implements general policies 4,5,9 and 10.

SUPPLEMENTAL PROGRAM INFORMATION
A.

CENTRAL TRACKING AND MONITORING CENTER

B.

CONDOMINIUM CONVERSION GOALS AND POLICIES

C.

HOME OWNERSHIP OPPORTUNITY PROGRAM

D.

FAIR HOUSING PROGRAM

E.

INCLUSIONARY HOUSING PROGRAM

F.

VACANT LANDS INVENTORY

G.

MANUFACTURED HOUSING STUDY

H.

NEW RESIDENTIAL HOTELS PROGRAM

I.

PUBLIC WRITE-DOWN OPTIONS REPORT

J.

CURRENT HOUSING ASSISTANCE PROGRAMS

K.

DEFERRED PAYMENT REHABILITATION LOAN PROGRAM

L.

HOME OWNERSHIP/HOME IMPROVEMENT PROGRAM

M.

SCATTERED RESIDENTIAL SITE ACQUISITION PROGRAM

N.

AB 333/SB 229 PROGRAM

O.

LOCAL MORTGAGE REVENUE BOND PROGRAM

A. CENTRAL TRACKING AND MONITORING CENTER
Purpose: To establish .a central location for tracking subsidized
housing units and monitoringArticle XXXIV drawdowns as well
as coordinating city/county housing efforts. To establish a
simple reporting procedure with building officials and . appr0priate federal, state, and local agencies involved in housin t7,
production or rehabilitation assistance; utilize the procedure
to monitor the number and location of housing units produced
or rehabilitated through available programs; track the allocation of low and moderate income units to community areas;
determine the effectiveness of the available programs in
achieving Housing Assistance Plan goals; disseminate production
and rehabilitation activities monitored to all appropriate
agencies on a regular basis in order to promote and increase
inter-agency coordination; keep current on all federal, state,
and local housing'programs in operation and monies available
so as to be able to direct potential builders or sponsors to
the appropriate person or location for filing any necessary
applications.

Implementing Agency and Time Frame: The County Executive has expressed
an interest in becoming the primary location for this activity
because of its present role in coordinating federal programs as
well as its fiscal and budgetary expertise. The intend
ts coordinate the program with the City Manager's office. An expansion
of the present housing role of the CDBG program staff may be
feasible and provide a natural home for this activity. It is
recommended that the County Executive and the City Manager jointly
investigate the feasibility of establishing this program within a
central location, and report to the City Council and Board of
Supervisors during the budget hearing for CDBG . allocation of funding in winter 1980-1981. The proposal should include detailed
program and staffing requirements.

Cost: Estimated cost is $15,000-$25,000 for 1 additional staff person..

••

B. CONDOMINIUM CONVERSION GOALS AND POLICIES
The goals and policies 'set forth below relating to condominiums were
adopted by the City Council on January 15, 1980, and are hereLy incorporated into the 1980 Housing Element of the General Plan of the City
of Sacramento:
Goals: 1. to insure a reasonable balance of rental and ownershi;)
housing while facilitating inhabitant ownership of residential units
by all economic segments of the community, especially in reviewing
applications for residential condominium conversions and condominium
new construction;
2. to mitigate the impact of dislocation and eviction for
residents of rental units as a result of units being converted
condominiums;
3. to insure that new condominium units being .constructed and
residential rental units being converted to condominiums meet adequate
physical construction standards;
4. to insure tliat as rental units are converted to condominium
ownership, low and moderate income ownership housing is provided to the
tenants of the converted rental units.

Policies:
1. Prohibit the conversion of existing multiple family dwellings
into condominium projects where the average annual vacancy rate in the
affected community plan areas is less than or equal to 5% unless the
applicant has proposed measures which would effectively mitigate the
displacement of tenants and any adverse effects upon the housing stock
in the affected areas which would be caused by the proposed conversion.
2. Require condominium conversion applicants to provide adequate
relocation plans and purchase incentives for tenants in multiple family
residential buildings proposed for conversion to condominiums.
3. Require all condominium conversion projects to make condcminium units available and affordable to eligible tenants of low or
moderate income unless it can be demonstrated that such requirement would
create an unreasonable economic hardship.
4. Require condominium new construction and existing structures
proposed for conversion to residential condominiums to meet all applicable
development and building standards contained in the Comprehensive Zoning
Ordinance and the City Building Code.
At the time of this writing, the City Council is considering an amendment to the first policy, to be acted upon March 25, 1980, and to read
as follows:
1. Prohibit the conversion of existing mult : ple family dwellings
into condominium projects where the average annual • cancy rate in the
affected community plan areas is less than or equal to 5%, unless the
applicable vacancy rate is greater than or equal to 4% and the applicant
has proposed measures which would effectively mitigate the displacement
of tenants and any adverse effects upon the housing stock in the affected
community plan areas which would be caused by the proposed conversion.

C. HOME OWNERSHIP OPPORTUNITY PROGRAM
Objective: The Sacramento Housing and Redevelopment Agency ic proposing
the use of a Pilot Program to construct 250 low-income homes to be put
on the Home-Ownership Opportunity Program. Successful applicants would
not only be able to have an opportunity to purchase the home, but would
also become a member of Home-Owners' Association, enabling him to be
schooled in all phases of home-ownership. Special emphasis would be
placed on schooling for skills and searching the job market to improve
the homeowner's income. The objective, of course, would be to increase
the homeowner's income so that he would be able to finance the home on
the open market. He would then be able to pay the Agency the balance
due on the home, thereby leaving the subsidy program. In the Agency's
opinion, the pride 'of home ownership would go a long way in causing the
family to become more, self-sufficient.
Method:
1. This proposal is based on a $10,000,000 State or Federal Housing
fund administered by the Local Housing Authority.
2.

The $10,000,000 will produce 250 $36,000 homes, single-family or
duplex, allowing 10% for administration overhead.

3.

Each $36,000 home will be "sold" to a qualified low-income buyer
under the Home-Ownership Opportunity Program.

4• . Payments will be based on $36,000 loan amortized over thirty (30)
years at 2% interest, making payments of $133.20 per month. Title
will be held by the Local Housing Authority for a period of time,
as outlined in the attached guidelines.
5.

With Housing Authority holding title, property tax will not be
required to be a part of monthly payments.

6.

The 2% "interest" will be used to administer the Program - principal
payment will be returned to the revolving fund.

7.

Those selected to participate in the Home-Ownership Opportunity
Program will form a Home-Owner's Association under the guidance of
the Housing Authority. They will be schooled in all phases of homeownership, including proper maintenance. The homeowners will be
trained to search the job market and try to upgrade the family income.

8.

When a family has been raised to a given income level, they will
then refinance their home on the open market, or through State or
Federal funding, and return all principal money to the fund.

Evaluation: An evaluation of the Program will be determined by the
success pattern of each applicant every six (6) months. It will be
determined by his payment record, maintenance record, and attendance of
required classes. In the event an applicant fails in any of the required
objectives; he will be moved out and a new applicant put in his place.
Considerable thought has been given to this Program and rules and regulations have been outlined for guidance. It is almost certain that with
proper guidance, this Program will prove to be most successful.

.

.
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D. FAIR HOUSING PROGRAM
Purpose: To establish a program locally to achieve equal access to
housing for all households, thereby furthering the elimination of
discriminatory behavior prohibited by law. The tasks are three-fold:
first-enforcement, the remedy of occurances of unfair housing practices
through mediation, concilliation or adjudication; second-education,
the pursuit of wide dissemination of information or compliance with
fair housing practices; and third-opportunity, the increase in the
number of housing units where fair housing is guaranteed.
Process: As a means of effectuating the first task, enforcement,
strong consideration should be given to using services of the State's
Division of Fair Employment Practices (DFEP) whose responsibility it
is to investigate and adjudicate (if possible) housing discrimination
complaints. Within the past few months, the State has upgraded DFEP
to a department level, and fair housing has now been given division
status. This should significantly increase the processing of cases
referred to them by local agencies.
Both education and opportunity can be effectuated locally through a
variety of thrusts including:
1. Working with the housing industry to identify discriminatory
rental and sales policies.
2. Working with apartment owners associations to develop a voluntary
equal opportunity/affirmative action program for their members.
3. Conducting seminars and workshops for the housing industry, and
preparing related educational materials.
4. Disseminating information to the minority community on fair housing
laws and avenues of recourse when discrimination occurs.
5. Providing a referral assistance service for minority home seekers.
6. Accepting discrimination pre-complaints for deferral to DFEP and
HUD.
7. Working with developers of affordable housing to make certain
minority groups have access to these units.
8. Training volunteers to serve as "checkers" when assistance is
needed in investigating discrimination charges.
Strategy: Management of a Fair Housing Program should be througli an
entity separate from the City or County of Sacramento. There should
be an overseeing body with a variety of representation (Private lenders,
building industry, human service organizations, etc.) and the function
should be totprovide direction and to oversee staff efforts. Funding
for the programshould be equally shared by the City and County, with
an attempt eventually to secure private subscription.

.
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Initial Implementation: The City and County have each designated
$40,000 in 1980-1981 Community Development Block Grant funds to
support a Fair Housing Program. Because of the issue's complexity
and the variety of interest groups involved, the following process
is being recommended subject to further refinement:
1. Establishment of a five member "neutral" task force to work
with City and County staff on program development. Two members
would be appointed by the Mayor, two by the Board of Supervisors,
and one from the City-County Housing Commission. The task force
would work with staff in selecting groups to review and comment
on alternative fair housing proposals and would assist in holding
public hearings.
2. Conduction of a minimum of three well-advertised public hearings
as follows:
•

a.

To solicit open comment on the problems of housing
discrimination locally and proposed solutions.

b.

To present alternative fair housing programs which
would address problems identified in a variety of ways.
To explain the alternative selected and take recommendations for final modifications.

c.

3. Development by staff and the task force of final recommendations
for a program, and submittal to the City Council and Board of
Supervisors for review by September 1980.
Cost: Staff costs are estimated at $30,000 and program activity
costs (seminars, workshops, etc.) $50,000 for the CDBG 1980-1981
period.

E. AN INCLUSIONARY. HOUSING PROGRAM AS RECOMENDED BY SACRA=IS 19e0
HOUSING ELEMENT COMMITTLL
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Simply defined, an inclusionary housing . program is a mechanism usei
a jurisdiction to expand the supply of affordable housing to low an
moderate income households. As envisioned by the Committee, the program
requires a majority of residential projects undergoing future review
and action by the City of Sacramento to have a minimum of ten percent
of its units or lots set aside for slow or moderate income househc1C.s.
The primary benefactors are needy households earning 50-12Y". of the
regional median income. Incorporated into'the nrorram are various
incentives to expand the public-private partnership and to accommo:late
individual developer and builder preferences in ways to meet the in21usionary requirement.
The intent of this report is to identify the basic components of the
recommended program. Once the general approach is approved by the City
Council, staff can proceed with refinements leading to an implementing
ordinance. This strategy is necessary given the subject's pervasiveness and the time of housing element adoption.
Definitions
The following meanings are associated with the words used in this
program:
1. "Affordable" means housing selling at a price that is not mere .
than 2.5 times the annual income of the lower income purchaser
and 3 times the annual income of the moderate income purchaser,
or renting at an amount that does not exceed .25 times the annual
income of the lower income renter and .3 times the annual income
of the moderate income renter. As referred to herein, income
Is the gross annual income of all adults 18 years of age and older
who reside in the unit. Maximum payment for a purchaser includes
mortgage principal and interest, approximate utility costs,
property insurance and taxes, other normal maint( ance reserves,
and association fees if applicable. Maximum payment for a renter
Includes rent, utility costs and parking space fees if applicable.

-22.

"Below market rate unit-subsidy!' means the difference between the
actual development/construction cost of a residential unit and thr;
maximum cost permitted for a qua]ified inclusionary owner or renter.

3.

"Comparable unit or lot" means a unit in a residential subdivizio'r,
or building with exterior features equivalent to the majority of
others, or a lot in a residential subdivision with improvemen1L
equivalent to the majority of others. • The interior of a unit,
however, may have only the minimum Uniform Building Code standarda
and no upgraded applicances, furnishings or fixtures.
"Density bonus" means an increase in the number of units for a
partitular lot or an increase in the number of lots in a subdivisior.
beyond that which would have been authorized by the zoning ordinance,
subdivision ordinance, general plan and/or its specific plan:.

5

.

"Development/construction costs" means actual costs, minus any
profit, of providing grading, site preparation,-and a pro ra -:a
share of all necessary off-site street and utility services to a
residential lot; plus those actual costs, minus any profit, of
utility hook-ups and building on the site.

6. "Household" means two or more persons living together as a family
unit.
7

"Inclusionary" means a residential unit or lot designated for use
by a low or moderate income household..

8

"Inclusionary ownership unit" means a housing unit which is intended
for sale with a purchase -price that is affordable as defined herein.

9.

"Inclusionary rental unit" means a housing unit which has-a monthly
contract rent that is equal to or less than the annual fair market
rents established by HUD for newly established or existing assisted
units, whichever is applicable.

10.

"Inclusionary residential lot" means a lot, with off-site improvements, upon which an inclusionary ownership or rental unit will be
built.

11.

"Lower income household" means households with annual incomes
51% - 80% of the'SMSA median income as established by

12: "Lowest income household" means households with annual incomes
less than 50% of the SMSA median income as established by HUL'.
13. "Median income" means the median family income as established
annually by HUD for the Sacramento Metropolitan Statistical Area.

-

14.

"Mobile home"
motive power,
purposes and
.tion where it

means a structure or vehicle, without it: own
that is used or designed for livine or ::leenfn: equipped with wheels for transporting to a 1will have a fixed or semi-permanent has ,..

15.

"Moderate income household" means households with annual
incomes 81% - 1207, of the SMSA median income as establisne1
HUD.

16.

"Resale control" means mechanisms by which affordable
and lots designated for affordable units will be maintaine
the lower and moderate income housing stoc.
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Findings
1.

The City.of Sacramento- finds that the provision of =,1 Jecern
and a suitable livinr- environment for all is a priority
highest order. .

2.

The City of Sacramento wishes to achieve a balancei overall c=munity with.housing•available for persons of all income leve: . s

3.

The City of Sacramento has an ever increasing shortage of
housing that is affordable to persons of lowest, lower an::
moderate income.

4.

Current federal and State housing finance and subsidy pro:Trae -...are not sufficient by themselves to satisfy lowest, lower an::
moderate income housing needs.

5.

The City of Sacramento finds that the high cost of most housifl :in new developments has exacerbated and will continue to
exacerbate the lowest, lower and moderate income housin:
shortage by reducing the supply of developable land that is
needed to Satisfy the overall community need for housim7 for
all income levels.

6.

The City of Sacramento finds that the housing shortage for persons of lowest, lower and moderate income is detrimental to
the public health, .safety and welfare, and further that it is
a public purpose of the City to seek assistance and cooperation• from the private sector in making available an adequate
supply of housing for persons of all economic segments of the
overall community.

7.

There has been evidence in the past of locally extensive racial
discrimination in private sector housing, this condition furthering the inaccessibility to affordable housing within select
areas of the City,

8.

Where housing subsidy source's available to local jurisdictions
are becoming in general limited or scarce, more affordable
housing units can be provided for moderate income households
than for lower Income households and for lowest income households where even deeper subsidies are required.

h07: .

9.

An estimated 21,855 households (157) in the .City are moderal:e
income. While there are no estimates available on the num:.er
of households in this' catcr7ory who are overpaying or living
in unsafe and unsanitary conditions, HU!) and most mortFae
lending institutions cite substantial hardship of moderate
income households in qualifying: for decent market rate, afforable housing.

10.

An estimated 22,438 households M -,) in the City are lo•ee.
income, and another 43,318 households (38) are lowest income.
The HAP estimates that roughly a third of these households
combined are overpaying or living in unsafe and unsanitary
conditions, and are virtually excluded from any opportunity
for decent market rate, affordable housirw.

11.

An inclusionary housing program u2inr most forms of private
sidles satisfies a greater number of unmet moderate and lower
income needs rather than lowest income needs . where deeper 7: ._111f -2
sector subsidies are required.

Objectives
Objectives of the inclusionary housing program are
1.
.

Assure that the program j.; compatible 'with other goals
cies of the City's general plan.

2.

Increase the private sector supply of affordable housing with
particular emphasis on moderate and lower income household
needs rather than lowest income household needs which require
.deeper public subsidies 'for fewer units and more specialise
program assistance.

3.

Provide greater economic mix and opportunities for further
breaking the "poverty chain" by decentralizIng, groups or cohcentrations of lower and moderate income households.

4.

Improve accessibility by the lower and moderate income households to a greater variety of housing types.

5.

6.

Spread society's obligation to address and deal more equah.„.
with the unmet needs of lower and moderate income needs by
- increasing private sector participation toward this end.
Give builders and developers flexibility in meetini7 the prog:ram
requirements by offering a variety of performance option.

Applicability
1. All projects of 10 or more residential units, irrespective of
owner, renter, lease, condominium or cooperative intentions.
This includes units in additional phases of the project which
are contiguous and. which are approved by the Civ Council and/or
Its designee within any 12 month period.

-

All projects of 10 or more improved residential . lot:: in lan -1
subdivisions. This includes lots An additional phases which are
contiguous and which are approved within any -12 month peri -/:.
Futhermore, attempts to later subdivide lots within a projec%
exempt from the minimum because they contain less than 10 uns
shall be looked upon as if they were part of the original
subdivision.
3. Requirements of this program do not apply directly to meet]n:the need:; of lowest income househo]ds, only to moderate ani
• lower income households.
Inclusionary Ownership Units
.1. At least 10% of all residential units intended for sale in a
project shall be inclusionary and subject to moderate and lower
income unit ratios set forth under the general requirement::
section. Developers should offer units within each category to
a range of qualifying households.
2. The applicant of a project with sale units shall demonstrate
the satisfaction of the City that at least the minimum moderate
and lower income unit requirement is met, that these units are
adequately distributed throughout a project, that these units
and the improved lots these are on represent a cross-section of
those offered on the open market within the project.
3. Below market rate unit-subsidy on each inclusionary ownershi
• unit shall be set by mutual agreement between the City and the
applicant at the time of building permit approval and pursuant
to procedures and terms to be adopted by the City.
4. Financing arrangements by qualified moderate and lower income
households are to be processed entirely through public or private qualified lending institutions.
5. All inclusionary ownership units must be developed simultaneously with noninclusionary units in the project or same phase of
the project. .
6: In the event that an inclusionary ownership unit does not sell to a qualified buyer within- 4 months after the occupancy permit for
the constructed unit has been approved, the unit may be offer:::
for sale to the Sacramento Housing Authority.or its designee at
a price not to exceed the actual development/construction costs
plus the percentage increase as determined by the rate of incre -Ise
in the CPI for that period, less all public subsidies paid orijinally with interest, if any, actually earned. For purposes .of
the program, the Authority's designee shall be a non-profit,
public benefit corporation organized for the development, acquisition, rehabilitation, lease or sale of real property for use
by moderate and lower inbome households.
The Authority or its designee shall have 10 working days in which
to accept the offer, and another 90 days in which to close escrow.
The Authority or its designee will then find a qualified occupant
and proceed with deed transfer. In the event that the offer is
declined, all inclusionary conditions shall be removed and the
unit can be sold at open market price
2.

v

.

.
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7. Rental of an inclusionary ownership unit by its owner she]]
be regulated through provisions of . a separate contract with
the City. Rental of the unit shall be prohibited except in
hardship cases only, such as temporary and involuntary transfer
of the owner to a distant work location. The Sacramento
ing Authority or its desirnee shall be the reviewing and
enforcing party where specified conditions in the contract
allegedly not met. If allowed, any excess rent above tha ,.
determined as a maximum to a qualified inclusionary renter
shall be paid to the City and used to publicly finance hou::.:h; for the lowest income households or to pay off debt nervfcincurred by the City on inclusionary rental units.

6.

Resale control of an inclusionary ownership unit w -r-,ich is
financed in portion throurh public subnidy funds ad .mininter
by the City shall be set forth in a second deed of trust
entered into between the City and the elirible buyer(s).
buyer(s)' -shall agree to the repayment of the public s.....
either upon resale of the property or upon reconveyance
the first deed of trust in accordance with a slidinr scale
on appreciation from the public subsidy portion.
percentages on
If the property is resold within two years of initial purchase,
200% of the appreciation on the original public subsidy,
together with simple interest at the rate of 5'1, per year, shall
be transmitted-by the seller to the City. If the property :15
resold within more than two but less than ten years, the orfsfnal subsidy plus its accrued simple interest pluF the percentare
The perof appreciation reduced 25% annually shall be paii.
centage of the appreciation on the initial subsidy shall be
10% in the tenth year. After the tenth year, the seller shall
pay to the City only the initial subsidy plus the accrue:i
simple interest.

9

Where the Sacramento Housing Authority or its designee is the
regulating agency, the inclusionary household shall enter
into a contract which sets forth minimum maintenance standards,
and requires periodic updating as to the number of persons
occupying the unit and their incomes.

10

Conversion of existing rental units to condominium or cooTserative units are subject to the inclusionary requirements herein
and the ratio retention provisions of the City's condom1niu7
,conversion ordinance. Upon approval of the conversion, the
project owner shall offer the inclusionary units to the
Sacramento Housing Authority or its designee in the sa7.:e
manner as set forth in Number 6 above. The sales price shall
include initial development/construction costs, depreciation
and improvements, but not profit. The Authority or its
designee shall then rent or sell the units to qualified households and make necessary provisions for association fee payen;s.

Inclusionary Rental Units
1. At least 10% of all residential units intended for rental in
a . project shall be inclusionary and subject to moderate and

- 7 lower income unit ratios set forth under the general requirements section. Developers should offer units within each
category to a range of qualifying households.
The applicant of a project with inclusionary rental units
shall demonstrate to the City's satisfaction that said units
are adequately distributed throughout a project and that
said units represent a cross-section of those rented on thr.:
open market within the ,project.

2

All inclusionary rental units required within a project shall
be offered to eligible households secured by the owner or hi::
designee or through referral by the Sacramento Housin7
Authority or its designee. To assist in this process, the
City's Building. Division shall notify the Authority or its
designee of the number and type of inclusionary units immediately following occupancy permit approval. In the event that
the units.are not rented to qualified households within L;
imonths after said notification, the units may be offered ts
the Authority or its designee for rental management under provisions to be adopted by the City. For purposes of the proz . ra7.,
the Authority's designee shall be a non-profit, public benefit
corporation organized for the developmAt, acquisition, rehabilitation, lease or sale of real property for use by moderate
and lower income households.
4 • Inclusionary rental units are deemed to include leased unit:.
5.

Where the Sacramento Housing Authority or- its designee is the
regulating agency, the inclusionary household shall enter Into
a contract which sets forth minimum maintenance standards,
requires periodic updating as to the number of persons occupying the unit and their incomes, and prohibits subrenting or
subleasing.

6.

Unless otherwise specified by a particular rental assistance
program, annual rent increases for inclusionary units shall
not exceed the fair market rent increases established by HUT
for assisted units.

7

8.

An inclusionary household shall give at least 30 days advance
, notice to the owner of the rental project or his designee or
to the Sacramento Housing Authority or its designee, whichever is applicable, of its intent to vacate the unit, thus
permitting sufficient time to secure a new inclusionary
household.
Conversion of a project from rental units to ownership units
Is discussed in Number 10 under Inclusiohary Ownership Units.

Inclusionary Residential Lots
1. At least 10% of the improved lots of an averag size of all
lots in the subdivision shall be inclusionary residential

.

lots and subject to moderate and lower income unit ratios
set forth under the general requirements section.
2

Where conditions of approval by the City for a tentative
division do not assure construction of inclusionary units,
the subdivision owner(s) and Planning Director shall mutual1,
agree upon which lots are for inclusionary unit: prior to
final subdivision map approval. These lots shall be adequately distributed throughout the subdivision project, and
shall be of a developable nature. Where there is disagreement between the owner(s) and Director, the Planning, Commissi -,n
shall determine which lots are for inclusionary units.

3.

The private owner of inclusionary residential lots shall na -ie
a 36 month period following City acceptance of public street
improvements to either construct rental or ownership inclusionary units on inclusionary lots. Following this perio -.1,
the lot may be offered for sale to the Sacramento Housing,
Authority or its designee at purchase and development cost,
less all originally paid public subsidies and their earned
interest, if any. For purposes of the program, the Authority's
designee shall be - a non-profit, public benefit .corporation
organized for the development, acquisition, rehabilitation,
lease or sale of real property for use by moderate and lower
income households.
The Authority or its designee shall have 10 working days in
which to accept the offer, and another 90 days in which to
close escrow. The Authority or its designee will then cause
an inclusionary ownership or rental unit to be constructed
on the inclusionary lot. In.the event that the offer is
declined, all inclusionary conditions shall be removed and
the unit can be sold at open market price.

4

The City cannot guarantee equivalent inclusionary units to
those that may be constructed in other parts of the project
should it be the receiver of inclusionary lots, but it shall
make every effort to provide aesthetically compatible units.

General Requirements
1.

All inclusionary units And lots shall he reasonably disperse:
throughout the development and shall contain the same proportionate number of bedrooms as in noninclusionary units.

2.

The ipclusionary requirement shall be deemed by the City to he
fulfilled when the project owner has complied with the inclusionary owner and/or renter standards herein. Additional
inclusionary units are strongly encouraged by the City.
Where these are provided by the project owner over and above
these standards, the City reserves the option to withhold
limited local public funds or their in kind equivalent that
are specifically designated for meeting the ii iusionary
requirements of this program.
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3..

When calculating inclusionary unit requirements, all fractions
of one half or greater and percentages of 507 or greater shall
be rounded off to the next highest full numerical unit.

4.

Mobile homes or their equivalency are exempt from the provisions of this program,. and also cannot be used in satisfying
the inclusionary requirements set forth herein.

5

Where the City adminsters the inclusionary unit occupancy a.
there is a high demand for these units, it shall give higheo':
priority to households without immediate permanent . housinr,
then next highest priority to those displaced or about to he
displaced by government action, then those in unsafe and
unsanitary housing, and finally those currently -paying a
highly disproportionate share of their earnings for shelter.
Applicants who have resided in the City for a year or more
should be giveh preference over those living here for a shorter
period.

6

If all reasonable alternatives to meeting the inclusionary
requirements of this pro2:ram are exhausted by the private
sector applicant, he or she can request a variance subject to
the procedure and conditions set forth in the City's zoninr,
ordinance.

Method of Satisfying. Inclusionary Requirements
1.

A project applicant shall clearly show all calculations necensary to meet the inclusionary requirements. Documentation
must include, but is not limited to, determination of the
below market rate unit-subsidy on all proposed inclusionary
units, a statement of the required ratio of moderate and lower
income units, and the proposed method of subsidy. •

2.

Calculation of tha below market rate unit-subsidy should ta;-::
into consideration, if appropriate, cost data based on the
definition of a "comparable unit or lot."

3.

Table 1 below shall be used in determining the requiredratio
of moderate and lower income units in applicable residential
projects. This table shall be reviewed for adjustment every
three years and set accordingly by the City. The current
schedule is:
Table 1

Average sales price
of market rate units
In the project phase:

Price
Range

Required Ratio
Moderate : Lower

$100,000 and above
$80,000 - 99,999

1 :

$60,000 - 79,999

$40,000 - 59,999
$39,999 and below

1 : 0
1
1 : ".'
1 : 3
0 : 1

4.

The proposed method of subsidy and participation is outlined in
Table 2 below. Each of the three tiers has its own combination of
subsidy funding and sources. The top tier must be used by an applicant until all applicable subsidies are exhausted before proceeding
to the middle. tier, likewise with the middle and bottom tiers.
Table 2
Top tier:

5.

Use of no special . puLlic
100% use of public
write-down funds, but includhousing and assistance
funds and density bonus ing a discretionary density
bonus of up to 15% increase
in the number of total units
or lots above the maximum
normally allowed by the City's
zoning ordinance.

Middle tier: Any combination of
special public writedown funds and density
bonus or private
subsidies

Use of various incentive
options other than public
housing assistance funds, bu:
including a discretionary
density bonus of up to 25%
increase in the number of
-total units or lots above the
maximum normally allowed by
the City's zoning ordinance.

Bottom tier: 100% use of private
subsidies or density
bonus

Use of no public housing
assistance or special writedown funds, but including a
discretionary density bonus
of up to 25% increase in the
number of total units or lots
above the maximum normally
allowed by the City's zoning
ordinance.

Public housing assistance referred to in the top tier includes, but
is not limited to, all established federal and State housing
assistance programs; those established by SB . 229, AB 333, AB 1151;
and local housing programs.

S. Special public write-down funds referred to in the middle tie-, subject to further study and approval, shall include, but are not limited
to, consideration of:
public fee forgiveness, parking waivers, fast-track processing,
priority processing, off-site improvements using CDBG or other public
funds, and the waiver of certain public improvement requirements.
7. Criteria for reviewing and approving a density bonus are:
a. There is adequate sewer and utility capacity to accommodate
the increased density.

h. The proposed. 'density is compatible with the over;A1 obje(;tives of the general plan and specific plan: thereof.
c.

The increased density will not ;:ignificantly contribute
to unmitigated school impaction beyond the alternative
residential use.

d.

The site is adequately served by existing, or plannedpdblic
recreational or park facilities.

•e.

The site is accessible to transportation facilitie:: or,
employment centers as defined by any one of the three
criteria listed below:
• 1.

It is within a reasonable distance of arterials,
- thoroughfares, a freeway interchange, an expres:7wa.::
interchange or a passenger railway terminal.

2.

It is within a reasonable distance of an existing or
proposed Regional Transit bus line or other mode: of mass transportation.

3.

It is within a reasonable distance of a major shopping, and employment center.

Annual Public Report
1. City staff shall annually prepare and submit to the City Council a
status report on implementation of the inclusionary housing proF_Tam
•
and recommend changes as necessary to make it more effective.

F. VACANT LANDS INVENTORY
Purpose: To monitor amount of residential land consumed and to
maintain an updated data base of vacant residential lar.ds
by continuing to work with the County as the lead agency
and with SRAPC and the building industry to develop a .
system for monitoring and updating the vacant lands inventory.

Implementing Agency and Time Frame: County Planning-has begun
implementing this program with City Planning participation.

Cost:

Part of County and City budgets.

G. MANUFACTURED HOUSING STUDY
Purpose: To comprehensively study the feasibility of manufactured
housing, especially mobile homes, for application as primary dwellings
within residential areas or as separate subdivision outside of mobile
home parks. The study would provide the City with the information
necessary to determine in what land use zones mobile home-like
structures may be located; what site development, structural and visual
standards should be applied; what degree of cost-benefit would be
obtained by potential buyers; and what the estimated supply and demand
characteristics would be. This study would also serve to fulfill
recommendations currently addressed in a report of the Mobile Home
Rental Grievances Committee.
Process: The County of Sacramento is presently seeking a consultant
to undertake this study; however, with funding, data collection, and
follow-up implementation of findings adopted solely to the jurisdictional area outside the City of Sacramento. The intent of the'City's
recommendation would be to solicit study funds from the Western
Manufactured Housing Institute, California Council, or other industry
representatives to undertake an expanded County-wide study that
includes the City, or to contract for a separate study. The first
phase of work would be-the hiring of a consultant to prepare the study
and then presenting of its findings and recommendations to the City
staff (and County staff if done jointly). The second phase would be
for the staff to prepare the necessary amendments to existing ordinances
and to process these through the Planning Commission and City Council.
Funding and Timing: Funding of the Manufactured Housing Study should
be financed by a grant from the manufactured housing industry, and
the City's general fund where staff time for amendment processing is
required. If jointly pursued with the County, the study and any amendment recommendations should be completed before the end of 1980.
Estimated staff is one-half year persons.

H. NEW RESIDENTIAL HOTELS PROGRAM

Program Description: "Residential Hotel" housing is a technique that
reduces per unit construction through common use of living rooms,
bathrooms and kitchen facilities by tenants. "Residential Hotel"
means any building containing six or more guestrooms intended or
designed to be used, or which are used, rented, or hired out, to be
occupied, or which are occupied, for sleeping purposes by guests,
which is also the primary residence of such guests, but does not mean
any hotel which is primarily used by transient guests who do not occupy
such hotels as their primary residence. Based on a successful ten-year
Sacramento prototype, the objective is to construct three 16 to 20-unit
housing projects during Fiscal Year 1979-80 scattered in the Central
City as the start of an on-going development program designed in part
to act as a replacement housing resource for downtown residential hotel
tenants.
The four key components of the program, which is designed to provide
affordable housing at rent levels currently being paid by residential
hotel tenants, are:
1.

Low initial construction cost (approximately $26/sq. ft.).

2.

Reduction of total private financing needed by a developer. Agency
to buy and sell land to developer through a deferred loan until
change of title or 10 years with renewal options and variable
interest rates designed to encourage continued ownership of project
(e.g., Year 1 through Year 7 @ 0% interest).

3.

Reduction of the private interest costs of the project through
the use of special programs from local financial institutions
such as the "Community Investment Loan" program.
Pre-packaging of financing, site selection, local clearances, etc.
by Agency will enable a Developer to participate in this program
with minimum start-up cost and time.

4.

Cost: This program is cost effective in providing safe and affordable
housing. The projected rent level in 1980 for a tenant is approYimately $96.00.per month. The total public initial development cos -,1
including land, contingency, fees, staff and overhead for a 16-unit
project is $2,080 per unit. Upon repayment of deferred loan for land
the per unit public cost will drop to $545. The public to private
funding leverage ration of this proposal is 1:6. Due to the variable
interest rate the $545.00 would be recaptured if the project changes
title prior to year eleven.
The city Council has approved $100,000 of CDBG monies for site
acquisition within 1980/1981.
Further Recommendations:
In.addition to the above program, consideration should be given to
the creation'of a special task force to develop alternative programs
for delivering new residential hotels, taking aropriate measw -sos
to conserve the existing stock, and providing necessary emergency
shelter and displacement provisions.

I. PUBLIC WRITE-DOWN OPTIONS REPORT
Public write-down, options for study as a means of reducing the cost
of residential development, especially where low or moderate income
are proposed, should include, but are 'notlimited to, the following:
1. Public fee forgiveness such as
a.
b.
c.
d.
e.

Residential construction fees for park development
School impaction fees
Water and sewer hook-up fees
Building permit fees at special rate
Planning fees reduced

2. Parking requirement waivers
3. Building standards using the "cost buster" approach
4. Fast-track processing/priority processing such as
a.
b.
c.
d.
e.
f.

Negative declarations whenever possible on infill property
Accelerated scheduling through the subdivision review
committee
Priority placement on Planning Commission agendas
Priority plan checking
Priority building inspection
One review body approval

5. Development standards
a.

Street size redUced

b.
c.

Street lights reduced or eliminated (except at corners)
One-side sidewalks

6. Financial incentives
a. Municipal bond mortgage funding
b.

Off-site improvements using CDBG or other public funds

7. Land costs
a.

Land base right down on City-owned property

b.

Land leasing

c.

Land purchase using CDBG money or revenue bonds or notes

d.

Land banking of City, County and State properties

J.

CURRENT HOUSING ASSISTANCE PROGRAMS '1980-1981
New Construction Assistance for Homeowners
1.
2.

CHFA Home Ownership/Home Improvement Program
Local Mortgage Revenue Bond Program

Rehabilitation Assistance for Homeowners
1.
2.
3.
4.

Sacramento Neighborhood Assistance Program
Federal Section 212 Rehabilitation Loan Program
CHFA Home Ownership/Home Improvement Program
SB 966 Deferred Payment Rehabilitation Program

Hew Construction Assistance for Prospect3ve Homeowners
1.
2.

CHIA Home- Ownership/Home Improvement Program
Local Mortgage. Revenue Bond Program (potential)

New Rental Units
1.
2.

Section 8 New Construction Program
Local Tax Increments Replacement Housing Program

Rehabilitation of Rental Units
1.
2.
3.
4.

CDBG - . Alkali .Flat Acquisition/Rehabilitation Progran.
Section 8 Rehabilitatidn Program
Federal Section 312 Rehabilitation Loan Program
CHFA Home Ownership/Home Improvement Program

Existing Rental Units
1. Section 8 Existing and Set-Aside Programs

K.

DEFEREN PAYIIENg REHABILITATION LOAN PROI 1 V -

The Housing Rehabilitation Loan Fund program was established by the passage of
SB 966 (Marks) and execution by the Governor in September, 1978. The program
provides deferred payment loan funds to local government to assist with the
rehabilitation of housing for low- and moderate-income households. The program
is administered by the California Department of Housing and Community Development (HCD) through the assistance of local governments. The program will complement local rehabilitation in cities and counties with certain eligible programs.
I.

How Program Works

The Department of Housing and Community Development (MCC) will lend deferred
loan funds to certain local government agencies and those agencies will in
turn lend the funds out to eligible property owners in the form of deferred
loans with 3% interest on the original principal. The loans will be repaid
to local government, and in turn to the State. Additionally, SB 966 provides
that some local code enforcement agencies might borrow funds from the State
when the agencies are having repairs done to properties where owners have
not repaired after a final notice. Liens would be placed against such
properties, and when local agencies are repaid, they would repay the State.
II

Eligible Local Agencies and Programs

Local agencies eligible to apply for State funds are cities, counties, or
cities and counties, and includes any government agency or local public
entity to which such eligible local agency may, after a public hearing,
delegate responsibility for the program.
Eligible Programs

Only local agencies with one or more of the following programs are eligle
for loan funds from HCD:

A.

A rehabilitation loan program conducted in CHFA Concentrated Rehabilitation Areas designated pursuant to Section 51302 of the Health and
Safety Code. The local agency shall have available and commit to the
- extent possible, CHFA rehabilitation and refinAncing funds, CDBG BM1R
loans, HUD 312 loans, Title I loans, and other funding to be used in
combination with funds from the Fund in designated areas.
•
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B.

A residential rehabilitation financing program conducted pursuant to
the Marks/Foran Residential Rehabilitation Program, commencing with
Section 37910 of the Health and Safety Code. The local agency shall
have available and commit to the extent possible, Marks/Foran rehabilitation and refinancing funds, CDBG BMIR loans, HUD 312 loans, Title I
loans, and other funds to be used in combination with funds from the
Fund in the designated areas.

C.

A city-wide or county-wide systematic enforcement program pursuant to
which the CHFA has allocated funds for rehabilitation of housing pursuant
to Section 51311 of the Health and Safety Code.

D. A code enforcement agency repairing substandard structures following
the owner's failure to commence work following a final notice or order
from the enforcement agency.
III.

Eligible Property Owners/Borrowers
Detailed eligibility criteria for property owners are included in the
program regulations which are available to agencies planning to submit
proposals. Generally, low/moderate-income owner-occupants of one-to-four
unit properties and non-owner-occupants of rental properties, subject to
certain requirements, are eligible for loans..

IV.

Available Funding and Loan Limits
(A) Amounts of Loans to Local Agencies .
• Since the total funds available are limited to about $350,000,
At is expected that loan commitments to local agencies will
not exceed $35,000 to $75,000.

(B) Amounts of Loans to Property Owner/Borrowers
The maximum loans would be $10,000 per unit, or $20,000 per unit
when there are room additions to alleviate overcrowding. The
maximum loan for a rental property would be $100,000.
V.

Terms and Conditions of Loans to Local Agencies
Details on the terms and conditions are set forth in the regulations which
can be obtained by local agencies making proposals. In general, the terms
and conditions are:
(A)

Local Agencies in Categories A through C (Item II above)
o

3% interest per annum on loan amount disbursed to local agencies.

O

Loans repayable to State upon repayment by property owners.

o

Local agencies must require agreements from ow , srs of rental
properties on renting to low-income renters ana limiting rent
increases.
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(B) Local Code Enforcement Agencies Category D (Item II above)
o Loans to local agencies bear no interest except when the agency
collects interest from the property owner.
Loans repaid to State upon collection by local agency.
O Liens placed against properties until repayment to owners.
• VI. Terms and Conditions of Loans to Property Owners
Details on terms and conditions are in the program regulations.
(A) Owner-Occupied 1 - 4 Units
I. Elderly Owners
o Loan is necessary to cover cost of meeting rehabilitation
standards over the amount of the improvement loan the local
agency is able to provide without exceeding the owner's ability
to afford the monthly payments required.
o 3% interest per annum on original principal loan amount.
o Loans repaid upon sale or transfer.
o Lien on property.
2. Non-Elderly Owners
o Loan is necessary to cover cost of meeting rehabilitation
standards over the amount of the improvement loan the local
agency is able to provide without exceeding the owner's ability
to afford the monthly payments required.
o 3% interest per annum on original loan amount.
o Loans repaid at the end of 5 years, or upon sale or transfer,
• whichever occurs first.
o Loans may be extended for an additional 5-year period if owner
Is unable to refinance loan at the end of 5 years.

(B) . Owners of Rental Properties
o 3% interest per annun on original principal loan amount.
o Loans repaid at the end of 5 years, or upon sale or transfer,
whichever occurs first. Loans may be exteroed if low-income
tenants continue to benefit.
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o

O

Loans must be necessary to (1) avoid increases in monthly debt
service which would result in rent increases causing permanent
displacement of persons . of low income, or (2) avoid increases in
monthly debt service that would make it economically infeasible
to accept subsidies available to provide affordable rents to
low-income tenants.
Owners must agree to rent to certain amount of low-income tenants

during the term of the loan.
VII.

Priorities in Use of Funds

The relative merit of all applications from local agencies will be judged by
the following criteria:
(A) The local agency's agreement to combine loans from the Fund with other
rehabilitation and refinancing funds and resources to ensure maximur
leverage of loans from the Fund.
(B) The local agency's agreement to comm',t, to the maximum extent possible,
CHFA, Marks/Foran, HUD 312, CDBG, Title I, or other funds for refinancing
and rehabilitation.

(C) The local agency's agreement to continue existing rehabilitation and
refinancing programs.
(0) The local agency's ability to proceed to lend out the loan funds upon
receipt of funds.
(E) The estimated number of units and low and moderate households to be
assisted by the loan, considering the amount of the loan.
(F) Conformance with and furtherance of the local Housing Element and
Sousing Assistance Plans.
(G) Evidence of need for loan funds from the Fund.
Other criteria may be adopted by the Loan Committee as deemed appropriate.
VIII.

Approval/Disapproval of Local Agency Applications
A Loan Committee composed of three Department officials and two public
representatives will approve or disapprove all applications from local
agencies for funds.

IX.

Local Agency Requests for Funds
The Department shall initially, and periodically thereafter, advertise the
availability of funds and accept applications from local agencies.

Questions about the availability of funds can be addressed to the Administrator,
Deferred-Payment Rehabilitation loan Program, Department of Housing and
Community Development, 921 Tenth Street, Sacramento, CA 95814 (916) 445-0836.

HOME OWHER5HIP/HOH1: IMPROVPIEHT PP.w1'1,!;

The Home Ownership and Home Improvement Loan Program (E0EI)
assists low and moderate income people to purchase or rehabilita:e
their home by 'providing loans at below market interest rates. . The
program is operated by. the California Housing Finance Agency (CHFA)
through the assistance of private lenders and local governments.
HOHI complements local rehabilitation efforts and programs in a
growing number of cities and counties throughout California.
Financing Priorities
This program is designed to accomplish four goals:
•

to assist in revitalizing deteriorating neighborhoods;

•

to assist low and moderate income families in obtaining
financing for home ownership;

•

to make available refinancing and home acquisition in
.areas traditionally short of conventional mortgage money;

•

to stimulate the production of new lower-cost housing
for modest income households.

How HOHI Works
Tax dollars are not used to finance the HOHI program. The
California Housing Finance Agency sells tax-exempt bonds and uses
the money from these bond sales to purchase loans made by participating private lenders such as savings and loans and mortgage
bankers. These lenders, in turn, are able to make below market
interest rate loans available to low and moderate income people
because CHFA has contracted to buy these loans from them. .
Types of Designations
The HOHI program is available only in areas designated by the
CHFA Board of Directors following an application from local govern- .
ment. Two types of designations are available: . Tandem designation
and Mortgage_Assistance designation.
Tandem designations provide the most comprehensive financing
package. They are intended primarily for localities which are
eligible for Community Development Block Grants (CDBG). These
localities must have operational housing rehabilitation programs
in concentrated areas which.are called Concentrated Rehabilitation
Areas (CRA's). The balance of the jurisdiction outside the CRA's
is usually designated to receive mortgage assistance.
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Mortgage Assistance desigpazions are for rural or nonentitraTent communities which tiT1175-Ily do not have housing
rehabilitation programs. Here the focus of financing is on home
ownership of new or existing single-family homes by persons of
moderate income or below. (See chart for more - detailed
description of designations.)
Localities selected for tandem designation are evaluated on
the adequacy of their local housing rehabilitation program including
the components of:
•

Code enforcement;

•

Needed capital improvements;

•

Loan marketing and department staffing;

•

Utilization of subsidies for lower income residents,

•

Experience and prior performance of the local staff.

Upon designation, CHFA and local government enter into
agreement in which the locality agrees to implement its housing
program and CHFA agrees to originate eligible loans through private
lenders in the locality.
HOHI Loans
Four types of loans are available in localities participating
in CHFA's HOHI program:
•

Mortgage loans to rehabilitate and refinance;

•

Mortgage loans to purchase and rehabilitate;
Add-on loans for rehabilitation only;

•

Mortgage loans to purchase a new or existing residence.

Rehabilitate and Refinance
.Owners of homes with or without an outstanding mortgage can
refinance if at least twenty percent of the proceeds of the ne ,.:
loan are spent on repairs and improvements. The value of the
property after rehabilitation must be within CHFA's established
purchase price limits. Rehabilitation and refinance loans for
2-4 family units are available only in Concentrated Rehabilitation
Areas. Rehabilitation and refinance loans for single family structures
are available in any designated area.
Purchase . and Rehabilitate
At the time of purchase, a person can receiv additional loan
proceeds (based upon an appraisal that will refl( t an after improved/
rehabed value) up to the purchase price limits to do rehabilitation. A lender can arrange a loan that will pay off the seller
and set aside proceeds to pay the contractor. The contractor may
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do the rehabilitation work before or after the owner moved into
the residence. This kind of loan is available in the same way as
the one described above.
•

Rehabilitation
- Only
The California Housing Finance Agency has a contract with
private banks to originate FHA-insured Title I home improvement
loans. Local governments take responsibility for loan application
forms, specifications, bids, contratts, obtaining borrower signatures
on loan documents, and disbursing loan proceeds. The bank handles
loan approvals, loan processing, preparation of loan documents,
issuance of checks, and loan servicing.
The local government may elect to include this type of loan
or not. For a full description of the requirements on local
government, should it elect to offer this type of loan, please
consult--Title I, Home Improvement Loan Orifination Procedures,
which is included later in this application package.
CHFA will purchase loans originated by the bank at approximately
3-4% below market rates. This rate includes fees for loan origination and servicing and the FHA insurance premium. Local governments
who would like to "leverage" CHFA Title I home improvement loans
can write down interest rates.
Loan amounts and terms comply with FHA Title I regulations:
Type of Structure

Maximum Loan Amount

Maximum Loan Term

Single-family

$15,000

15 years

2 - 4 units

$5,000 per unit

12 years

These types of loans are available in the same way as the previous
two.
Purchase Only
In any designated area, eligible borrowers may finance the
purchase of newly-constructed housing on in-fill lots or in CHFAapproved subdivisions or condominium projects provided it is within
the sales price limits.
Interest Rates
CHFA interest rates are usually 2 to 3 percent below the
market interest rate. Interest rates vary with CHFA bond sales
and therefore change from time to time. Information on current
interest rates can be obtained from lenders.
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Down Payment
The amount of the down payment depends on the type of loan.
On FHA-insured and VA-guaranteed loans, the minimum down payments
. are determined by those federal agencies. Conventional loans with
private mortgage insurance usually require 10 percent down for
single-family, owner-occupied dwellings. Down payments can be as
low as 5 percent in cases where the borrower meets the applicable
credit standards of the lender and the private mortgage insurer.

Borrower Eligibility
Except as noted below to qualify for a loan under the HOHI
program borrowers must:
•

Be . of moderate income or below;

•

Be financing a new or existing single=family
residence which the borrower will.occupy;

•

Pay no more than the maximum purchase price
established for the area;

•

Have no other CHFA loans.

* Special provisions are available to investors/developers.
also referred to as "Qualified Rehabilitators".

M. SCATTERED RESIDENTIAL SITE ACQUISITION PROGRAM
Purpose: To promote construction of new low income owner and renter
housing in non-low/moderate income areas in order to increase housing
opportunities for low and moderate income persons and help achieve
Spatial deconcentration of such housing.
Implementation: This housing is being developed both tin scattered
sites and small complexes. The City's involvement from CDBG includes
• acquisition of sites, provisions of site improvements, and resale at
a discount or retention for construction of housing under Federal,
State or local housing programs. New construction provides a variety
of housing types and sizes in direct proportion to the housing assistance needs documented in the City's Housing Assistance Plan. Approximately 10 percent of all new constructed housing would be developed
to accommodate physically disabled and handicapped persons.
Sacramento Housing and Redevelopment Agency approved funding for 437
new housing units at $17 million from a variety of sources using $50,000
of CDBG funds in 1979/1980. CDBG funds were increase to $250,000 for
the 1980/1981 fiscal year.

N. AB 333/SB 229 PROGRAM

STATE OP CAUPOINIA

tailamo a. saaPIP4 ji.

FAPARSIrTee9F HOUSING AND COMMUNITY DEVELOPMENT

Sacramento, CA 95814

SUMMARY OF $100 MILLION HOUSING
PROGRAM ESTABLISHED BY SB 229 (ROBERT!)
AND AB 333 (HUGHES)

On September 26,.1979, Governor Edmund G. Brown, Jr. signed into law a
package of bills which created within the Department of Housing and
Community Development (HO) two new major housing assistance programs
and which expanded HCO's existing Deferred Payment Rehabilitation Loan
Program. The Governor signed Senate Bill 229 . (Roberti), Chapter 1042,
and AS 333 (Hughes), Chapter 1043, two identical measures which appropriate $100 million for the three programs. Since AB 333 was signed by
the Governor after SB 229, it is the operative measure. After those
two measures became law, the Governor approved AS 1119 (Gage), Chapter 1045,
which made several "clean-up" changes to AB 333. The changes made in
HCO's Deferred Payment Rehabilitation Loan Program by AS 333 and AB 1119
and the new programs established by those two bills become effective on
January 1, 1980. What follows is a brief description of the programs
established by the package signed by the Governor.
1.

RENTAL HOUSING CONSTRUCTION PROGRAM. The bills establish a Rental
Housing Construction Program (with an appropriation of S82 million)
under which NCO may provide funds, through local agencies or the
California Housing Finance Agency (CHFA), for the development of new
rental ,units by private, non-profit, or public agency sponsors. It
Is the goal of this program to leverage the maximum amount of.private
capital and to utilize other state and federal financing programs in
providing affordable rental units.

The bills provide that not less than 30 percent,of the units in each
rental development assisted under the proaram are to be made available
to households of very low and low income (households of very low income are defined as those with incomes of 50% of the area median or
below; households of low income are defined at those with incomes
of. 80% of the area median or below). The remaining 70 percent of the
units in each development may be made available to moderate income or
market rate households.
The bills provide that, of the total units in tl . program which receive
assistance (as opposed to "market rate" units which receive no state
assistance), not less than two-thirds are to be made.available to very
low income households. The bills further provide that not less than
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20 percent, nor more than 30 percent, of the total number of units
assisted by the program will be available to the elderly and not
less than 20 percent of the units assisted under the rental program
are to be in rural areas.
The bills provide that not less than 40 percent of the monies appropriated to the rental program are to be used in conjunction with
housing financed by the CHFA unless NCO determines that units can
be built earlier through local agencies..
The measures require that HCD adopt regulations which give priority
to rental developments which 1) are of the lowest possible cost;
2) incorporate innovative design and construction techniques as well
as higher densities; 3) complement a local program to increase housing supply for low and moderate income households; 4) receive private
or public contributions of funds, services, land, or CD8G funds; and
5) utilize funds in the most efficient manner to produce the maximum
number of units.
Within the general rental program, HCO is authorized to undertake
three specific programs.
a)

Rental Construction Incentive Program. Under this program, HCD
may "write down" the development costs of new rental developments
which are 1) financed by the CHFA 2) financed by a local entity
3) receive some .form of below market interest rate financing made
available through or by a local agency (i.e. federal financing
made available through a Housing Authority) or 4) are privately financed but receive some kind of local or federal assistance in an amount sufficient to reduce rents to the level equivalent to those resulting from the availability of below market rate
interest financing. Under this program, NCO would not oversee the
operation of rental developments directly but rather would sign a
contract with the local agency or CHFA which would govern the use
of state funds and protect the state's interest. The local agency
or CHFA would, in turn, sign a regulatory agreement with the housing sponsor and would be responsible for overseeing the rental
development for a period of not less than 30 years. In additior, HO would be authorized to establish, at the time of initial dev,looment, an "Annuity Trust Fund" for the rental project, to be
administered by the CHFA or local entities for the purpose of
reducing rents, over time, for eligible households. Each trust
fund would be structured such that the principal and interest
accumulated on the fund were not depleted prior to the expiration of regulatory agreement between the local agency or CHFA
and housing sponsor. The bill provides that not less than 20%
of monies appropriated to the rental program are to be used for
such funds. Such funds may also be used In conjunction with
the programs described in (b) and (c) below.
In practice, under this program, a developer would approach either
the CHFA or a local entity with financing in hand or with a request for financing. The CHFA or local agen v, as the case may be,
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In tandem with the developer would then approach HCD for assistance to "write down" development costs and/or to establish an
Annuity Trust Fund to provide affordable rents to very low and
low income households. In exchange for general fund assistance
which could either be in the form of a one time up-front payment
or payments mealle over time, or even loans, the developer and the
.
CHFA or local entity would agree to the income criteria and
other restrictions on use of funds set out in the bills.

b) Housing Authority Contracts. NCO is authorized to contract with
local Housing Authorities to enable such authorities to purchase "rights of occupancy" for very low and low income households for a period of no less than 30 years in new rental
developments. The Housing Authority would purchase such
rights of occupancy by paying for the development costs of
the unit, not including the costs of long term financing, and
would sign a regulatory agreement with a project sponsor to
ensure compliance with the legislation and department regulations. Accordingly, since debt service would be eliminated
on "purchased" units, rents on assisted units could not exceed
the costs of maintenance, operations, property taxes, and where
applicable, utilities. The balance of the units in the assisted
development could be rented to market rate , households.

c) Housing Authority Development. The bills allow HCD to fund
construction of Housing Authority owned and operated rental
developments. Under this program, a Housing Authority could be
granted up to all of the costs of developing rental housing
units to be occupied by very low and low income households. As
a condition of receiving a grant, the Housing Authority must
enter into a contract with NCO to ensure protection of the state's
Interest and compliance with legislative requirements with respect
to rent schedules, tenant selection, etc. The bills require HO
to monitor the operation of assisted rental developments. The
units built under this program would remain continuously available to very low and low income households.
2.

HOMEOWNERSHIP ASSISTANCE.

The bills allow HCD to undertake a demonstration homeownership program (with an appropriation of $7.5 million) under
Which HCD may provide up to 49 percent of the purchase price of a dwelling unit to an eligible household provided that the Department's assistance is not used to reduce downpayment costs below 3 percent. The
balance of financing for purchase would come from private or other public
lending institutions. Under this program,. KO may assist 1) renters,
who otherwise would be displaced by condominium or cooperative conversions,
purchase their units; 2) mobilehome park residents purchase their spaces
If the park is to be converted to a condominium or a cooperative; 3) households purchase mobilehomes placed on permanent foundations; and 4) cooperatives or nonprofit corporations develop or purchase mobilehome parks.
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The bills provide that households may only receive assistance once
under this program and prohibit. granting of assistance to households who have owned real property in the last three years. The
maximum eligible income for recipients of assistance under this
program are those with incomes no greater than the area median.
However, in the case of a non-profit corporation or cooperative
corporation, assistance may also go to those of moderate income.
The bills require that not less than 50 percent of the funds appropriated to this program be used to assist households with incomes
of 80 percent of the median or below.
The bills establish a revolving Homeownership Assistance Fund from
which HCO is to make available financial assistance. Upon sale of
a dwelling unit or share in a stock cooperative purchased with
assistance under the program, the state is to share in any profit
realized from sale in an amount equivalent to the state's initial
investment in the property with adjustments for improvements made
by households receiving financial assistance. For example, if HCO
provides $10,000 of the purchase price of a $50,000 condominium and
the condominium is subsequently sold for $75,000, without improvements, the recipient of financial assistance would be required to
repay to the state $15,000 upon sale. The funds received from such
repayments would be deposited into the Homeownership Assistance Fund
and could be used to help additional households.
3.

REHABILITATION.

HCO currently administers a Deferred Payment Rehabilitation Loan Program under which the department provides funds to local
agencies which such agencies utilize to make deferred payment rehabilitation loans to homeowners of low and moderate income and to rental
housing developments occupied by those of low and moderate income..
The bills appropriate $10 million to the Deferred Payment Loan Program and
expand the present program in four major ways. They allow 1) use
of funds for room additions; 2) loans to be made in areas in which
a local agency or nonprofit corporation is or will be using federal
funds for rehabilitation; 3) HO to make funding available to non-profit
corporations which are undertaking rehabilitation programs; 4) HC O to
make funds available to housing authorities and redevelocment agencies
as well as cities and counties.
The bills also establish a Demonstration Elderly Housing Rehabilitation Program under which HCO could make deferred payment loans
for rehabilitation, or acquisition and rehabilitation, of rental
developments to be occupied by the elderly poor. The maximum term
of such loans would be 25 years with a 3 percent per annum interest
rate.: At the end of 25 years, the sOonsor would refinance the
development.

N. continued
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February 11, 1980

RECEIVFn

Mr. Donald Turner, Director
Department of Housing .
and Community Development
921 10th Street
Sacramento, CA 95814
Dear Mr. Turner;
For the past several months, the Building Industry Association of Superior California has devoted considerable attention
to the issue of providing affordable housing to low- and moderateincome people through the mechanism of an inclusionary housing
program. Among our efforts has been our participation on housing
element committees convened by the City of Sacramento, as well
as Sacramento County.
As you might well expect, members of our industry are deeply
Concerned about the impact of ihclusionary practices on the price
of market rate units. We are equally concerned; however, that
losses not be sustained as a result of having to sell units for
less than their actual cost of construction. In this regard, we
are exploring all possible programs which may be utilized by local
governments to facilitate home purchase/rental by lower-income
families/persons.
As chairman of the City of Sacramento's Housing Element Update
Advisory Committee (and in that context) representing the BIASC, we
would appreciate your consideration of the possible useof AB 333/
SB 229 funds to assist the city's inclusionary housing program.
Specifically, would it be possible for the City of Sacramento
to receive a set-aside of funds to be used expressly for the
purpose of purchasing/renting units for lower-income households/persons
as part of the design of the inclusionary housing program?
COVERING 12 COUNTIES

AMADOR • BUTTE • CALAVERAS • COLUSA • EL DORADO • NEVADA • NORT HERN SAN JOAQUIN
PLACER • SACRAMENTO • SU1 TER • YOLO • YUBA

Turner
2-2-2-2

Granted, there are differences between the criteria for
aid under the bills and the program established by the city,
however, could an arrangement be developed which . would allow the

city to control the allocation of funds to insure that they
compliment the city's inclusionary housing, objectives?
We are exploring similar in-roads with other funding sources
and agencies with which to accomplish our goals. We also recognize
that your department and the California Housing Finance Agency
are investigating many issues relating to the implementation of
AB 333/SB 229, and that specific questions may have to await the
completion of your investigation.
Your tentative response to the above questions, however,
would aid us greatly in determining the feasibility of several
possibilities currently being explored by our association.
Thank you for your cooperation.
Pespe tfully

Paul A. Stewar
Director of Legislative Services
cc: Marcia Mills, CHFA
Mike Lake, City of Sacrament010/
Randy Wagaman, SHRA •

PS :rs

0. LOCAL MORTGAGE REVENUE BOND PROGRAM
Program Narrative:
The City of Sacramento recently took action expressing an intent to
establish a Local Mortgage Revenue Bond program to provide financial
assistance (below market rate) loans to low and moderate income
persons for home ownership. The approximate level of the initial sale
would be $25 million. The 1980/81 AHAP does not include any specific
goals because it is premature to estimate the number of potential
units because the total bond sale, maximum sales, price, income limits,
etc. have not been established. In addition the issue of tax exempt
bonding is under consideration at the Federal level with the Ullman
Bill 4R 3712. Contingent upon the outcome of this legislation, and
the time necessary to establish a LMBR program it is more realistic
to assume such assistance would be provided in the 1981-82 fiscal year.
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CITY OF SACRAMENTO

CITY PLANNING DEPARTMENT
725 "J" STREET

SACRAMENTO, CALIF. 95814
TELEPHONE (916) 449-5604

AAARTY VAN DUYN
PLANNING DIRECTOR

May 9, 1980
City Planning Commission
Sacramento, California
Honorable Members in Session:
Subject: 1980 HOUSING ELEMENT OF THE SACRAMENTO GENERAL PLAN
AND ITSNEGATIVE DECLARATION
Summary
STAFF RECOMMENDS Planning Commission approval of the 1980 Housing
Element and ratification of the Negative Declaration thereon,
subject to the changes identified below.
Proposed Changes to Inclusionary Housing Program
STAFF RECOMMENDS adoption of a revised inclusionary housing program.
The revision has been updated in response to the problems identified in
the program as proposed by the Housing Element Committee by Planning
Staff and the City Attorney. To incorporate the revised program into
the Housing Element, the following changes should be made:
Section IV headings should be relettered to reflect addition of'the
following as the new subsection A:

° A.

INTRODUCTION

The City of Sacramento has determined that a substantial number of low
income households are presently paying more than twenty-five percent
(25%) of their income for housing costs, including principal,
interest, taxes and insurance. There are no figures to indicate the
number of moderate income households which are currently paying in
excess of twenty-five percent (25%) of their income for housing
costs.
It is clear, however, from other available data that both low and
moderate income households in Sacramento are and will continue to
encounter serious housing affordability problems. These data relate
to the widening gap between median income and home prices between
the years 1970-1980. Table III-1 below graphically depicts the
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nature of the problem. Thus, between 1970 and 1980, the average
price of a new home rose from $23,500 to $76,000, representing
an increase of 238%. Over the same period, median income rose
from $7,600 to $17,600, representing an increase of 132%. This
discrepancy between the sales price increase and the median household income increase explains the difficulty which households of
.low and moderate income have in finding affordable homes.
Table III-1 also demonstrates that in the most recent years, the
rate of increase in the spread between income and price has
accelerated. For example, the average resale of a house was
$52,000 in 1978 and $64,968 in 1979--an increase of $12,968, or
approximately 25%. The median income in 1978 was $16,400, while
in 1979 it was $17,600--an increase of $1,200, or about 8%. The
rapid increase in the rate of the widening of the gap between'
income and housing prices will exacerbate the affordability
problem in future years unless suitable measures are taken to
provide a continuing supply of lower cost units.

TABLE III-1

Relationship of,IncreasingMousing Costs
toIncome
NEW
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Table 111-2 below demonstrates the percentage of Sacramento
households in each income category,. As the number of of households increases in Sacramento, the percentage should remain the
same. Current trends indicate that most housing production
consists of higher priced units. The effect of this is to
create a lack of supply of affordable units in the face of
numerically increasing households. It is necessary, therefore,
to implement measures to preserve the ratio of affordable units
as it exists within the community, in recognition of the City's
regional responsibility, as well as its responsibility to current
and future residents.
If no action is taken and home.ownership for low and moderate
income persons is rendered infeasible, a layer class of renters
will be created ; Renters, however, are facing similar affordability problems. Assuming that low income households should pay
no more than 25% of income for housing and moderate income house:
holds should pay no more than 30% of income for housing, such
households (unless subsidized) may be able to afford even rental
housing, based on increasing rental housing costs in the City of
Sacramento.
A further and more complex probleth is created with respect to
condominium conversion projects. Wherever a building occupied by
tenants is converted to ownership units, inevitably tenants are
displaced. This results in some hardship to individual tenants,
part of which can be alleviated by eviction restrictions, rental
increase controls, provision for leases, and relocation benefits.
However, a broader problem occurs with respect to the community
as a whole: the adverse impact on the total available rental
stock. Due to market conditions, new unsubsidized rental construction is virtually non-existent. Due to •a combination of market
conditions and lack of funding, new subsidized units are not being
produced. The ultimate result will be an unreasonably low and
unhealthy vacancy rate.
This situation creates the need for a housing program which would
decrease the number of tenants displaced by a condominium
conversion project."
Section V.C. Delete last sentence of first paragraph and add the
following paragraphs:
"The City of Sacramento, therefore, declares that it is the City's
goal to increase the production of affordable ownership and rental
units, in order to obtain maximum community benefit from the remaining
developable land in an effort to provide housing for all economic
segments of the community. Traditionally, the attainment of such a
goal for low and moderate income housing needs has been addressed

City Planning Commission
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almost exclusively by public monies channeled through or utilized
by the Housing Authority of the City of Sacramento (Housing
Authority). The, City finds, however, that federal and State
housing finande and subsidy programs are not suffidient by themselves to satisfy the entire low and moderate income housing
need.
The City, therefore, determines that, as a public purpose of the
City, it will seek assistance and cooperation from the private
sector in making available an adequate supply of housing for
persons of all economic segments of the community by implementing
an inclusionary housing program." .
Section VI.B.7. Replace existing statement to read:
"Establish and implement inclusionary housing program in Sacramento
for low and moderate income households by:
a. Endorsing the inclusionary housing program concept as outlined'
in subsection E of Section VII;
b. Aggressively seeking and retaining the expertise of a
housing specialist capable of identifying and recommending to
the City of Sacramento a full inclusionary housing program con-.
sistent with the concept outlined in Bection VII.E. This implements
general 'policies 2, 4, 5, 8, 9 and 12."
Section VII.E. Replace existing statement to read:
"E. INCLUSIONARY HOUSING PROGRAM
(Same as recommended above for Section V.C. change).

1.

Introduction

2.

The Inclusionary Housing Program

To address the problems identified above the City shall develop and
implement, by appropriate ordinances and regulations, an inclusionary
housing program. It is expected that the development and implementation of the inclusionary housing program will constitute a difficult
and complex task. It is recommended, therefore, that the City
utilize a housing specialist to aid in the development and implementation of an inclusionary housing program tailored to meet the needs of,
and designed to operate within the context of the housing market
existing in the City of Sacramento. It is also expected that the
program will be developed over time and may be implemented in stages.
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The following are the provisions of an inclusionary housing program
which shall form the framework within which the program shall be
developed. It is not intended that these provisions be selfexecuting. These provisions shall not be applied to individual
projects until implemented by ordinance or regulation. All terms
used below to describe the inclusionary housing program may be
further defined by ordinance.

A.

Inclusionary Ownership Program

All residential subdivision and condominium new construction projects
of 10 or more units or lots should, as a general rule, set aside 10%
of the units or lots within the project for the inclusionary housing
program. This requirement shall also apply to condominium conversion
projects subject to the special provisions listed below under subsection C.
The program should provide that inclusionary residential units be sold
at cost to qualified households, provided that the program should also
permit a developer to offer fewer than 10% of the units for the program,
but each at a deeper discount.
The City should , participate in the inclusionary housing program by
investigating and implementing methods to be used in conjunction with
or as part of the inclusionary housing program to help reduce the cost
of providing housing. Such methods may include density bonuses and
waiver of fees and requirements.
All units sold under the inclusionary housing program should have resale
and rental controls to insure the units are retained in the'moderat .e
and low income housing stock for the life of the unit or for another
period of time as designated by ordinance.
Households should qualify for the program based on the following
standards: maximum income and assets to limit the program to households
actually experiencing hardship in purchasing a dwelling unit; minimum
assets to insure the household can meet tip front costs of owning a
dwelling unit; and fainily size to match the qualifying 'household to the
size of the unit available. Maximum income, minimum and maximum assets,
and famil3i size in relation to size of the unit criteria should be
established by ordinance, but in no event shall the program apply beyond
low and moderate income households.

B.

Rental Program

All residential rental development projects of 10 or more units should
set aside 10% of the rental units for the inclusionary housing program.
These units shall be made available and affordable to low income households with the use of rent subsidy assistance, public writedown assistance, or any other public assistance.

C.

Special Provisions for Condominium Conversion Projects

The provision § of the inclusionary ownership program shall apply to.
condominium conversion projects. In response to the special housing
problems created by condominium conversion projects identified above,
however, the following additional provisions should apply to these
projects.
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. In qualifying households to purchase inclusionary units within a
condominium conversion project ., the eligible low and moderate .
income tenants of the building should be given priority, and siPuld
qualify based on maximum income and minimum and maXimum assets
only.
No more than 10% of the units in a condominium conversion project
shouldbe required to be inclusionary; provided, the City may
require a greater percentage if it finds more inclusionary units
are necessary .to mitigate adverse impacts on the low and moderate
income housing stock caused by the conversion.
In the event eligible low or Moderate income tenants do not
purchase units in the project because they cannot qualify for •
financing or beCause the 10% requirement has been satisfied by other
low or moderate income tenants having purchased units, the eligible
tenant shouldbe given an option to relocate to comparable housing
or to enter into a renewable lease guaranteeing the tenant the
right to remain in the unit for up to five years.
It is recognized that application of the inclusionary housing
program to condominium conversion projects shall be subject-to the right
of each tenant to contract for the unit as provided. in Government
Code Section 66427.1.
D.

Inclusionary Housing Program and Low Income Households

It is recognized that an inclusionary ownership program may not as
a practical matter be able to serve the needs of low income households
unless actual monetary subsidies are provided in conjUnction with
the program. This is due to the fact that a household of four persons
with an income at 80% of median
, or $14,000 can
pay a maximum of $293 per month for housing, 'which yields an
approximate maximum price of $22,000 at a 10% rate of interest assuming no down payment. No newly constructed units are being produced at that
price; least-cost single family subdivision homes begin at $45,000.
,Thus, unless a monetary subsidy is provided to reduce the monthly
housing cost, or to reduce the price of the unit, low income households
may not benefit from an inclusionary ownership program. Therefore,
as a priority matter, the City shall aggressively investigate all
potential avenues of subsidy to enable low income households to
purchase, and shall further agressively undertake to assure provision
of adequate rental housing for such low income persons through
Section 8 and other available rental housing subsidy methods.
3.

Housing Corporation

The City shall investigate the use of a private non-profit housing
corporation to administer the inclusionary housing program, including
the resale controls, as well as to provide other professional services
to aid in the provision of low and moderate income housing in the
City of Sacramento.".
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Proposed Changes to Other Sections of the Housing Element

STAFF RECOMMENDS adoption of the following changes to , the Housing
Element:
Section IV.A.15. Correct total number of occupied housing'units
in 1980 to read 114,707 instead of 119,030.
Section IV.A.16. Correct percent of substandardrenter-occupied
units suitable for rehabilitation to read 80% instead of 12%.
Section IV.A.17. Correct percent of substandard owner-occupied
units suitable for rehabilitation to read 75% instead of 3%.
Section IV.A.24: Change average sale price of used housing to
$74,500 instead of $62,100; and the financing rate to over 15%
(mid-March 1980) instead of 10%.
Section V.A. Map of Existing Community Development Target Areas
and Their Specific Housing Needs. Add dates of 1979-82.
Section V.A. HAP Table.of Quantitative Objectives. Revise to
reflect updated figures quoted in the 1980-81 Annual. Housing Action
Plan.
Section VI.B.4. Change to read "Develop action measures as part of
the capital improvement strategy in each community plan update,..."
Section VI.B.8. Change to read "Develop standards
to ensure
that new low and moderate income housing production is energy
efficient and designated for cost-effective passive solar use whereever practical."
Section VI.B.12. Change to
the City Charter to provide
funds in the local low and
change the date to December

read "Explore the feasibility of amending
for the investment of employee retirement
moderate income housing market." Also
31, 1980.

Section VI.B.17. Separate into two programs as follows: "Adopt a
consumer protection ordinance for buyers that require the seller of
a residence to have an energy audit of the structure and disclose the
results prior to sale." Also, "Explore the possibility of requiring
resale residential structures to undergo a survey for building code
deficiencies."
Section VI.B.19. Delete because a non-profit housing corporation
is being recommended as part of the inclusionary housing program.
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Section VI.B.31 and 32. Add two new programs as follows: "Work
with private lending institutions to develop and provide financing
for low and moderate income housing. This implements general
policies 2, .4, and 5." Also, "Endorse locally the Sacramento HUD
Insuring Office policy regarding use of Section 8 New Construction
assistance as not more than 20% of new developments. This implements
general policy 2."
Section VII.A. Add statement that the central tracking and monitoring
function could be incorporated into the proposed City/Council Fair
Housing Program (see D. of Section VII).
Section VII.B. Change Condominium Conversion Goals and Policies to
read as follows:
Goal 4 - "To insure that as rental units are converted to condominium ownership, ownership housing opportunities are provided to
the low and moderate income tenants of the converted rental units."
Policy 2 - "Require condominium conversion applicants to provide
adequate relocation plans for tenants in multiple family residential buildings proposed for conversion to condominiums."
Policy 3 - "Require all condominium conversion projects to comply
with the inclusionary housing program when implemented in an
effort to make ownership opportunities available to eligible tenants
of low or moderate income."
Also drop last paragraph which is no longer applicable as policy
language.
Section VII.I. Add statement that some:di -the public write-down
options will meet with legal or management difficulty butshould at
least be given cursory examination initially as part of the overall
study. One thing thatthe City under 7.C. cleary cannot do is use
revenue bonds for land purchase.
Section VII.O. The initial sale of local mortgage revenue bonds
would be increased from $25 to $75 million. '
Environmental Assessment of Housing Element
The Environmental Coordinator prepared an Initial Study to determine
the environmental (biophysical) effects as well as the social and
economic effects of the proposed Housing Element. Although CEQA does
not require social and economic assessment, the Initial Study made
such a preliminary assessment to provide the decision-makers and the
public with the social and economic effects. There may be some
significant adverse social and economic impacts if the condominium
conversion and inclusionary programs are completely implemented.
While mitigation measures are proposed for the social and economic
impacts, these mitigation measures are not necessary under CEQA
becauSe CEQA does not require social and economic assessment and
mitigation.
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Potential significant adverse environmental effects could result
if the inclusionary housing program was completely implemented.
These impacts are: 1) the density bonus causes projects to be
inconsistent with existing zoning, and in some cases with community
plan designations; 2) the density bonus could adversely affect
neighborhood facilities; and 3) many public write-downs used to
subsidize the inclusionary units could have an adverse impact on
the funding and provision of public facilities.
The proposed inclusionary program includes criteria for density
bonus approval that are: 1) the proposed density is compatible
with the overall objectives of the general plan and specific plans;
2) there is adequate sewer and utility capacity to accommodate the
increased density; 3) the increased density will not contribute
to unmitigatedschool impaction; 4) the site is served by adequate
recreation and park facilities; and 5) the site is accessible to
transportation facilities, shopping and employment. These criteria
should reduce the potential significant adverse environmental
effects on the density bonus impacts to less than significant.
The public write-downs environmental effects can be mitigated by
the same criteria as density bonus, thereby reducing the effects
to less than significant. Therefore, if the proposed inclusionary
program is adopted, then the program shall include the density
bonus criteria to mitigate environmental impacts. Since the
significant environmental impacts are mitigated as less than a - significant effect, a Negative Declaration with mitigation was filed by the
Environmental Coordinator.
Recommendation'.
STAFF RECOMMENDS Planning Commission:
1.

Ratification of the environmental Negative Declaration;

2.

Recommendation of approval to the the City Council of the 1980
Housing Element as amended to replace the 1974 Housing
Element of the General Plan for Sacramento; and

3.

Transmittal of foregoing action to the City Council for
consideration.
ectfully•mitted,

an Du

M-34'3

May 9, 1980

PA. nine lirector

Item 1

Attachment C

PLANNING DEPARTMENT SUMMARY OF HOUSING ELEMENT COMMITTEE (HEC)
INCLUSIONARY PROGRAM
Program Concept
1.

The HEC program as outlined in Supplement E theoretically would
meet the general needs of low and moderate income households by
creating affordable housing, de-concentrating impacted areas, and
providing economic mix throughout the city. Neither market
sources nor other government programs currently meet this need.

2.

In theory, the program satisfies the goals and general policies
set forth in the action plan, although the goals and general
policies suggest discretionary rather than mandatory provisions.

3.

Uniform application of this program to all major residential
projects (regardless of price range or type of housing) is
important in eliminating any question of arbitrary discrimination
among residential developers.

4.

The variety of suggested payback options increases the opportunity
by the builder, developer, or city to be flixible in meeting the
subsidy based on changing circumstances and individual preferences.

5.

Moderate income needs cannot be further quantified by the staff
at this point, and thus present problems in assessing the HEC
program.

6.

The lack of similar programs in other areas of the State make it
difficult to fully assess the impact of this program.

7.

Many details are dependent upon further study. For example, the
effectiveness of paybacks is unclear until their feasibility is
studied, a process to ascertain developers' cost is not set forth,
and the effect of density bonuses upon individual projects can
only be assessed after it has been used for several years.

8.

The HEC program is not in synchronization with the county's
density bonus program, therefore, its.effects on the housing
market of each jurisdiction is unclear.

Economic Impact
1.

Present money and housing economics make any such program hard to
implement since even market-rate financing and construction are
rapidly deteriorating.

2.

Staff concurs that maximum use should be made of State and federal
housing assistance funds wherever possible, however, these are
limited and cannot be assured for any length of time.

1

4.

•

,

,

a.
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3. Staff recognizes that a pass-through of developer-paid subsidies
would probably occur if the present method of subsidy was shifted
to the private sector. There is no method however of guaranteeing
that inflated housing prices will not occur anyway.
4.

Ultimately, the city tax payer pays for the HEC program since
federal and State housing assistance funds are limited and there
is a heavy reliance upon local write-downs which in turn would be
spread over the entire tax payer community.

5. The amount of subsidy required to implement the HEC program,
using 1979 housing production trends (500 ownership units, 150
renter units, and 100 lots) is estimated to cost the city between
$14 and $18 million annually. This estimate assumes the use of
approximately $1 million yearly from federal and State sources
(Source: SHRA).
6. Based on ownership/renter standards for qualified low and moderate
income households, the two attached charts estimate needed subsidies by household. The - conclusions are:
a.

Households at the high end of the moderate range would benefit
most if limited write-down funds are to be spread over the
most units possible.

b.

It appears that the most assistance for the monies spent be
given to renters, even after factoring in ongoing monthly
subsidies versus one time ownership subsidies.

c.

The limited city subsidies would not reach most of the lower
• income households in need. Hence, the largest group with unmet
needs (lower income households) would not directly benefit
from the program. '

7.

Expanding the present $250,000 of local CDBG funds designated for
meeting HAP needs could offset write-down subsidies but only by a
small portion of what would be the total cost to the city.

8.

The use of density bonuses as a form of subsidy is supported by
the staff but would be limited based on developer acceptance and
location circumstances.

Administrative Costs
The cost of staffing, purchasing equipment and providing ongoing
services to administer the HEC program is difficult to predict.
No similar operation within a comparable jurisdiction currently
exists. SHRA has made a rough estimate of between $150,000 and
$200,000 annually using a staff of four to six members.

l'

■

-3-Conclusion
The staff concludes that the program would be very costly to administer
and subsidize locally if approved in its present form. In other words,
the cost at this time does not seem to justify the benefits. Because
of limited local funding sources necessary to reach lower income households and some of the moderate income households, alternate approaches
need to be assessed. One possibility for raising needed assistance
funds is to shift more of the subsidy responsibility onto the developer
and builder. Another possible approach is to recommend a form of citywide tax using the Article 34 referendum approach. Palo Alto's marketrate program for inclusionary ownership units has potential application
within.the Sacramento area. Similarly, their rental assistance/land
banking program also has merit. These alternatives should be explored
by the staff and Commission in greater detail.
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1980 RENTAL STANDARDS
HEC PROGRAM

Lower Income Households I
Family
Size
1
2

3
4
5
6

7
8+

50% of
2
Median

80% of
2
Median

$ 6,000
$ 6,850
$ 7,700
$ 8,550
$ 9,250
$ 9,900
$10,600
$11,300

$ 9,900
$11,350
$12,750
$14,160
$15,050
$15,950
$16,800
$.17,700

Affordable Range
3
for Renters of Units
$100-180
$120-210
$135-240
$155-270
$170-290
$180-305
. $195-325
$210-345

$160-80
$185-50
$225-65
$205-35
$190-70
$180-55
.

Moderate Income Households
Family
Size
1

2
3
4
5
6
7
8+

1

80%

2

$ 9,900
$11,350
$12,750
$14,160
$15,050
$15,950
$16,800
$17,700

120%

Subsidy Range Required
on Estimated New Apartment Unit

N/A
N/A

1

'

-

$225-350
$260-400
$295-455
$330-505
$350-540
$375-575
$395-605
$420-640

Based on City Housing Element definition

2 Adjusted to reflect family size qualifications
established by HUD
3 Based on HEC definitions; excludes flat $25
utility cost monthly

4

..........__.

-

2

$14,900
$17,000
$19,150
$21,250
$22,600
$23,900
$25,250
$26,550

.

Based on new construction random sample, adjusted to family size

$35-0
$45-0
$65-0
$30-0
$10-0
$ 0-0

N/A
N/A

S.
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1980 OWNERSHIP STANDARDS
HEC PROGRAM

Lower Income Households '
Family
Size
+
eqC.3relV' in 1/40 N CO

50% of
Median

80% of
2
Median

$ 6,000
$ 6,850
$ 7,700
$ 8,550
$ 9,250
$ 9,900
$10,600
$11,300

$ 9,900
$11,350
$12,750
$14,160
$15,050
$15,950
$16,800
$17,700

Affordable Range
3
for Owners of Unit

Midway Subsidy Required on Unit at Cost q of
$40,000
$60,000
$80,000

$ 2,900-12,000
$ 4,950-15,500
$ 6,850-18,950
$ 8,950-22,200
$10,700-24,500
$12,050-26,500
$13,950-28,500
$15,500-30,850

$32,550
$29,775
$27,100
$24,425
$22,400
$20,725
$18,775
$16,825

Moderate Income Households
80%

2

+
.-1 C%1 MVUl1/40I's CO

$ 9,900
$11,350
$12,750
$14,160
$15,050
$15,950
$16,800
$17,700

120%

$72,550
$69,775
$67,100
$64,425
$62,400
$60,725
$58,775
$56,825

1

2

$14,900
$17,000
$19,150
$21,250
$22,600
$23,900
$25,250
$26,550

$16,950-31,100
$21,000-37,000
$25,000-43,200
$29,000-49,100
$31,500-53,000
$34,000-56,500
$36,500-60,500
$39,050-64,350

$15,975
$11,000
$ 5,900
$
950
0
$
0
$
0
$
0
$

1 Based on City Housing Element definition
2 Adjusted to reflect family size qualifications
established by HUD
3 Based on HEC definitions; assumes no down
payment, 30 year loan fully amortized, 10% interest,
and $100 monthly for taxes, insurance, utilities

4

$52,550
$49,775
$47,100
$44,425
$42,400
$40,725
$38,775
$36,825

Assumes minimum base cost without profit factored in

•

$35,975
$31,000
' $25,900.
.$20,950
$17,750
$14,750
$11,500
$ 8,300

$55,975
$51,000
$45,900
$40,950
$37,750
$34,750
$31,500
$28,300

AGENDA
HEARINGS ON 1980 HOUSING ELEMENT.(M-343)

1.

Introductions and brief overview of the element preparation process;

2.

Review of environmental assessment for the negative declaration;

3.

Review of Preface, Introduction, Trends and Forecasts;

4.

Review of The Housing Problem and The Solution Strategy;

5.

Review of the Goals and General Policies;

6.

Review of the Action Plan, except No. 7 (inclusionary), pg. 79;
In order to hear the public testimony on the individual
programs and their further explanation, if appropriate,
in the Supplemental Program Information section, the programs
should be heard in numerical sequence; and

• 7. Review of the Inclusionary Housing Program (No. 7 and Item E):
a.

The Housing Element Committee recommended program

b.

The Planning Commission recommended program

8. Council action:
a.

Ratification of the environmental Negative Declaration; and

b.

Adoption of the 1980 Housing Element as recommended by
the Planning Commission and the implementing ordinance.

