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SUBJECT: 2006-1174 Housing Mitigation Fee Update

REPORT IN BRIEF

This report is a follow up to Council action in August 2003 (RTC 03-287) when
Council took action to:

a. Adopt an ordinance incorporating the Housing Mitigation Policy into
Section 19.22.040 - Industrial Zoning Districts, of the Sunnyvale
Municipal Code.

b. Adopt a Housing Mitigation Fee of $8.00/per square foot in FY 2003-
2004 and review the fee every three years.

Housing mitigation fees are collected from “high intensity industrial
developments” that exceed the Floor Area Ratio (FAR) threshold for that zoning
district (typically, on the square footage above 35% FAR). This report provides
information and a recommendation to adjust the fee from $8.00/s.f. to
$8.95/s.f. consistent with changes in the Consumer Price Index since the
$8.00 fee was approved. Although the Council previously did not want to index
the fee, staff is recommending that the Council consider the Consumer Price
Index to annually update the fee, rather than having updates every few years.
The report reviews developments with pending housing mitigation and
discusses “grandfathering” projects, with a recommendation to allow approved
projects that pay housing mitigation fees prior to December 31, 2008 to pay at
the $8.00/s.1. rate.

Staff is also providing information on the larger context of job-producing
development and the housing mitigation program, noting that staff is preparing
a potential study issue paper to examine alternatives to the current housing
mitigation program such as assessing mitigation fees for all job-producing
development (in addition to industrial office and R&D) and/or assessing fees
based on square footage and not FAR thresholds.

The Housing and Human Services Commission reviewed this study at their
meeting of May 28, 2008 and voted to support the staff recommendations as
well as to sponsor the study issue on alternatives to the housing mitigation
program (see Draft Minutes in Attachment G) that the staff has identified.

Issued by the City Manager
Revised 04-12-2004
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BACKGROUND

The City first adopted a Housing Mitigation Policy in 1983 in an effort to offset
the demands for affordable housing created by high intensity development in
industrial zoning districts and to improve the jobs/housing ratio (see
Attachment A: Glossary, which includes a detailed description of jobs/housing
ratio). The policy required that the developer provide affordable housing units
on or off-site, or, more commonly, pay a Housing Mitigation Fee for the portion
of the development that exceeded the zoning threshold of employees per acre.
The policy was modified in 1985 to reflect zoning code revisions that
established “high-intensity development” as industrial sites greater than 35%
FAR. Below is a brief history of the Housing Mitigation policies. The 1983
action was part of a regional effort (the Golden Triangle Task Force) to address
the regional implications of traffic and air quality when not providing sufficient
housing for new jobs. Sunnyvale, therefore, adopted the policies to limit
increases in the number of jobs in the city and also embarked on a series of
programs to rezone property to create more housing units so that the city’s
jobs/housing ratio would be lower (“improved”). The 35% FAR and Housing
Mitigation Policies were based on a desire by the City to generally discourage
high intensity developments but recognized that there could be situations
where it was an advantage to the city to allow higher intensity (jobs producing)
sites.

Since 1983 the policy has been amended several times to reflect changing
attitudes in the community in terms of the desirability of higher intensity
development. In 1993 (part of the Futures study, see Attachment A: Glossary)
the City determined that allowing some high intensity developments (by right)
was desirable, and exempted those sites from housing mitigation requirements.
In more recent years State and regional agencies have espoused the principles
of Smart Growth and sustainability and encouraged more centrally located
communities such as Sunnyvale (vs. rural areas) to support high intensity
developments (both jobs and housing). As part of the Futures study and in
support of Smart Growth principles, the Council has approved the development
of higher intensity industrial sites at Mathilda and U.S. Hwy 101 (Futures
sites) and in Moffett Park (Moffett Park Specific Plan) along the Light Rail Line
as well as approved higher intensity residential and commercial development in
the Downtown near the train and bus lines and at other major intersections in
the community.
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Housing Mitigation History

1983 Council Policy established to address housing impacts from high-
intensity industrial development

1985 Mitigation fee set at $7.19/s.f. (applied to square footage above 35%
FAR)

1989 Council Policy modified to exempt non-job-producing areas (e.g.
cafeterias, recreation areas, auditoriums) from FAR calculations

1993 Council adopts Futures intensification areas, rezoning sites to allow
50%, 55%, 70% and 100% FAR to promote more variety in industrial
development

1993 Council Policy is modified to exempt Futures intensification sites from
Housing Mitigation requirements

1997 City Council reviewed development mandates: they determined that
Housing Mitigation was appropriate, and noted that the policy should
become part of the Zoning Code (RTC 97-318)

2002 Nexus study showed housing mitigation linkage of up to $17.63/s.f.
2003 Housing Mitigation requirements codified (SMC Section 19.22.035)

2003 Council set Housing Mitigation fee at $8.00/s.f. (without indexing)
with a review of the fee in three years (RTC 03-287).

2003 Council approved Moffett Park Specific Plan to encourage the
development of high-end Class A office and addressing housing
impacts through newly codified Housing Mitigation requirements.

2003- City Council considered a potential study issue to examine Housing

2006 Mitigation for all job-producing development; the study was deferred
twice, ranked 22 of 33 in 2005 and then dropped item from
consideration in 2006 (see Attachment C).

2003 Study to Codify and Index the Housing Mitigation Fee (and related
Nexus Study)

In 2003, an extensive study was undertaken by the City to consider adjusting,
indexing, and codifying the fee (RTC 03-287). As a part of that study, a “nexus
study” was done to determine what, if any, adjustment was warranted. The
nexus study concluded that the cost of providing affordable housing to low and
moderate-income households had increased significantly since the fee was
originally established.

From 1983 to 2003 a housing mitigation fee of $7.19 was imposed through
Council Policy. To update the fee, per State law, a Nexus Study was conducted
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(by Vernazza Wolfe Associates, Inc.) in order to establish a connection between
new high intensity development (above the allowable FAR in the Zoning district)
and an increased demand for affordable housing in the city. A copy of the 2002
Nexus Study is located in Attachment B; it discusses:

e The need to revise Sunnyvale’s Housing Mitigation Fee;

e Why nexus studies are required;

e The methodology of the nexus study;

e A Maximum Housing Mitigation Fee of $17.63 per square foot; and,
¢ An index for adjusting the fee annually.

In general, through a Nexus Study, the City can identify the purpose and the
use of the fee, and determine that there is a "reasonable relationship between
the fee’s use and the type of development on which the fee is being imposed".
For Sunnyvale, the Nexus Study established a connection between the new
high intensity development and an increased demand for affordable housing in
the city. The Nexus Study calculated the affordability gap of lower and
moderate income households in Sunnyvale and applies that affordability gap to
proposed square footage of development. A formula is used that includes:

. Number of employees per square foot of development (density factor)

o Percent of new employees who will want to live in Sunnyvale

. Number of households associated with new employees (on average
there is more than one wage earner per household)

e Household income

. Household size and housing unit sizes (i.e. number of bedrooms)

J Development costs

The Nexus Study determined the payment that a new development must make
to help offset the housing impacts from new jobs created by the development—
or maximum legally defensible ("justifiable") dollar amount per square foot for
the Housing Mitigation Fee.

Although a maximum $17.63 per square foot fee was justified by the Nexus
Study, an $8.00 fee was approved and implemented. If a fee had been adopted
at the maximum amount considered justified by the study, the increase would
have been 2.5 times the fee of the previously established fee of $7.19. At the
time, members of the business and development community pointed out that
such an increase would have an adverse impact on the ability to carry out
previously approved projects. An $8.00 fee was an 11% increase. The smaller
increase to the fee was justified as an alternative that would keep Sunnyvale
competitive when compared to the fees of neighboring cities of Mountain View,
Menlo Park, and Palo Alto. Additional alternatives provided in the 2003 study
included considering the maximum fee, phasing in increases, allowing pre-
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payment at a lower rate, grandfathering existing approved development, and
expanding a housing mitigation fee to all types of development.

Development Subject to Housing Mitigation

Sunnyvale imposes housing mitigation for higher intensity developments that
are permitted through two methods. The first method is to allow development
in excess of 35% FAR for M-S and M-3 zoned properties that received approval
of a Use Permit. In 1997 the Council established procedures for these Use
Permits to require a response to 26 criteria and to only approve projects if
sufficient “capacity” was available. Capacity was defined by a -city-wide
development pool which was created by capturing unused development
potential for industrial sites developed with non-industrial uses (e.g. hotels,
places of assembly, utilities). The second method for allowing higher intensity
uses is through a development reserve in the Moffett Park Specific Plan (MPSP)
area.

Since 1983 the City has required a Housing Mitigation Fee for development of
34 projects with fees ranging from $1,000 to $7.8M per project. From 1983 to
1995 there were three projects that required housing mitigation; during 1995-
2003 there were 24 projects that required housing mitigation. In the past five
years (since the $8.00 fee was implemented), seven developments have been
subject to the fee (including the Jay Paul/Moffett Towers campus and the
Network Appliance campus). Currently there are five projects which have been
approved that have not yet paid all of the housing mitigation fees. Approved
projects represent about $10.5M in pending housing mitigation fees; pending
projects, at today’s fee, are about $0.75M (see Attachment D).

There is a balance of about 2.6M s.f. in the citywide industrial development
pool and about 3.4M s.f. in the MPSP development reserve. Staff projections are
that 3.325M s.f. of this 6M s.f. will develop in the next 20 years and estimates
housing mitigation revenues of about $26.6M (based on $8.00/s.f.)

Summary of Housing Mitigation Fees/Revenues

e Since 1985 approximately 34 projects have been approved with a
requirement for Housing Mitigation

e Since 2003 seven projects have been approved that require housing
mitigation (and as of May 1, 2008 two projects are pending)

e Approved and pending projects could result in additional revenues of
$11.25M
e There is currently a balance of $8.4M in the housing mitigation fund.

Attachment E provides information on the use of housing mitigation revenues.
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EXISTING POLICY

Title 19 (Zoning) of the Municipal Code

The zoning code (SMC 19.22.035) requires housing mitigation for high intensity
development in industrial zoning districts (typically greater than 35% FAR). Mitigation,
typically a fee, contributes to the City’s ability to provide affordable units. This fee
applies only for the portion of development that exceeds the allowable FAR for the
district. The fee was set by Resolution at $8.00 per square foot in 2003. No provisions
were made to increase the fee over time.

Community Vision of the General Plan (2007)

I.

VI.

LONG-RANGE PLANNING: To engage in long-range physical, fiscal
and economic development planning so as to create and sustain an
outstanding quality of life in a community with appropriate balances
between jobs and residences, development and supporting
infrastructure, and the demand for services and the fiscal ability to
provide them.

AFFORDABLE HOUSING OPTIONS: To provide a variety of housing
options by style, size, density and tenure, so that all segments of the
population may find appropriate high quality housing in Sunnyvale
that is affordable to them.

ROBUST ECONOMY: To retain, attract and support strong and
innovative businesses, which provide quality jobs for the city’s
workforce, tax revenue to support public services, and a positive
reputation for Sunnyvale as a center of creativity and productivity.

Housing and Community Revitalization Sub-Element (2002)

GOAL B: Move toward a local balance of jobs and housing

Policy B.2 Continue to require office and industrial development above a
certain intensity to mitigate the demand for housing.

Action Statement B.2.a Codify the Housing Mitigation Policy that

requires certain developments in industrial zoning districts that
exceed established floor area ratios to contribute towards the
housing fund or take other measures to mitigate the effects of the
job increase upon the housing supply, and index the Housing
Mitigation Fee.

Land Use and Transportation Element (1997)

GOAL C4: Sustain a strong local economy that contributes fiscal support for
desired city services and provides a mix of jobs and commercial opportunities.
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Policy C4.1 Maintain a diversity of commercial enterprises and industrial
uses to sustain and bolster the local economy.

Policy C4.3 Consider the needs of business as well as residents when
making land use and transportation decisions.

Council Policy 1.1.5- Jobs/Housing Imbalance (1979)

In 1979 the City Council adopted this policy designed to define the
jobs/housing imbalance problem and to serve as an acknowledgement by the
City Council that the jobs/housing imbalance and related problems are
endemic to all cities in the County of Santa Clara. It states:

In recognition of the jobs/housing imbalance and related problems, the
Sunnyvale City Council:

o Views the severe jobs-housing shortage and imbalance as endemic to all
county cities and recognizes that it must be addressed through mutual co-
operation and goal-setting.

e Defines the jobs-housing imbalance not only as a problem of too little
housing but also as one of rapid industrial development serviced by an
inadequate transportation network.

e Commits itself to encourage not only jobs and housing for as many of our
citizens as possible but also to maintain and improve our quality of life.
The City Council considers these four components - jobs, housing,
transportation, quality of life - as inseparable when seeking solutions.

e Believes that the City should be part of the solution, not part of the
problem.

Jobs/Housing Ratio

The jobs/housing ratio is defined as the numeric relationship between the
number of jobs divided by the number of housing units. Attachment A:
Glossary includes a fuller description of this term.

Sunnyvale planned jobs/housing ratio is implied through the general plan
Land Use and Transportation Element which describes plan growth in
industrial/commercial and residential development. Sunnyvale’s jobs/housing
ratio can be calculated in several ways: the General Plan Buildout, 20-year
Projections (as presented in the Balanced Growth Profile in the Community
Vision of the General Plan) and “actual” at a given point in time. It is helpful to
keep in mind that build-out is a theoretical maximum that may never be
reached. It is also important to realize that during lean economic times, the
City appears more in balance (as there are fewer jobs). The following table
illustrates different methods of calculating Sunnyvale’s jobs/housing ratio. The
City does not have a policy on a desired ratio, only a policy to reduce it. The
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“Futures” study completed in 1993 was intended to address the jobs/housing
ratio. A fuller explanation of this study is found in Attachment A: Glossary.

Jobs/Housing Ratio Calculations

Jobs Housing Units | Jobs/Housing
Ratio
General Plan Build-out 157,000 65,900 2.38
2025 Balanced Growth 109.570 61.900 1.77
Profile Projections ’ ’
2008 “Actual” Estimates 88,500 55,141 1.60

Council Policy 1.1.13—Review Criteria for Projects Greater Than 35%
Floor Area Ratio (FAR)

In 1999 the City Council adopted a policy to help evaluate proposals for FAR
above 35%. The Council also adopted a policy to consider higher intensity
development provided that there was sufficient square footage in a Citywide
Development Pool. The policy identified industrial zoned properties developed
with non-industrial uses (e.g. hotels, utilities, places of assembly) and credited
the amount of potential industrial development to a pool of available
development credits (square feet). This program allows higher intensity
developments throughout the city but not in excess of the development
contemplated in the General Plan.

Moffett Park Specific Plan

In 2004 the Council approved the Moffett Park Specific Plan. The goal of this
plan is “to maximize Moffett Park development with corporate headquarters,
office, and research/development facilities of high technology companies.” A
series of Guiding Principles and Specific Plan Objectives provide the framework
for development and implementation of the goal. The plan includes
requirements for housing mitigation for development classified as Tier 3 or Tier
4 (exceeds 35% FAR or 50% FAR if a former Futures E site).

Housing Strategy (pending)

Staff is currently working on a Housing Strategy. This strategy is an action
oriented guide to direct programs, set goals and allocate resources to achieve
meaningful results to address the needs for affordable housing in the
community. The strategy will examine the variety of resources available to the
City to address affordable housing needed. The Housing Mitigation fund is one
of several funding sources and is the more flexible and can be used for local
programs that may not be eligible for federal funding.
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Housing and Community Revitalization Sub-element (pending)

The State of California mandates the timing for updates to Housing Elements.
The City of Sunnyvale is required to complete this update by June 30, 2009.
The document will focus on making sites available for new housing
construction and having programs available to address affordable housing. The
pending housing strategy will be an important data source for the update. This
element could address the housing mitigation policy and the jobs/housing
ratio.

Economic Development Strategy (pending)

Staff is also working on an Economic Development Strategy. This strategy is
also an action oriented plan. However, Economic Development is not as project
specific as housing and included more staff action programs to retain and
attract businesses.

Peery Park Specific Plan (pending)

In December 2007 City Council selected the Peery Park Specific Plan as a study
issue for 2008-2009. The Peery Park study would be in two phases; it would
look at the type of industrial development in Peery Park (primarily Class B and
C) and examine the opportunity to recycle and upgrade the older buildings to
Class A structures. Techniques such as higher FARs (such as in the Futures
Industrial Sites) and a Development Reserve (as in the Moffett Park Specific
Plan) would be evaluated. Other techniques that may encourage reinvestment
in the Peery Park area will also be explored. The first step includes and
evaluation of the infrastructure (transportation, water, sewer, etc.) to determine
what types of improvements may be needed for various levels of development.
The Council could determine that further study is not needed or direct staff to
proceed with the second phase of preparation of appropriate environmental
review and documentation and a Specific Plan.

Land Use and Transportation Element Update (pending)

This element was last updated in 1997. The update has commenced with
Council action on the workplan anticipated in summer 2008. The update will
review the City goals policies and determine if these need revision and if new
action strategies are needed to address emerging concerns. Policy statements
such as desired jobs/housing ratio could be included in a revised document.

DISCUSSION

In August 2003 the Council considered a study that resulted in amending the
zoning code to incorporate the Housing Mitigation requirements for high
intensity developments. The code says that the City Council will establish a fee,
by resolution, for housing mitigation. In 2003 the Council adopted a fee of
$8.00/s.f. of development above specified thresholds. The August 2003 RTC
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also included an analysis of the nexus or linkage of job-producing development
and a housing mitigation fee. Although the 2002-2003 nexus study supported
a larger increase in the housing mitigation fee of $17.63, the Council approved
a more modest increase (from $7.19 to $8.00) to avoid a significant change that
could affect the economic development climate in Sunnyvale. At that time,
Council decided not to index the fee but to review the fee every three years.
This Discussion section of the report examines three topics:

e Updating the housing mitigation fee (and revisiting the concept of
indexing the fee for annual updates)

e Discussion of how to apply the fee to approved or pending projects

e Review of alternatives to the current housing mitigation program

This report does NOT address how housing mitigation revenues should be
used. Currently being prepared is a Housing Strategy that will address
affordable housing related resources and programs.

Updating and Indexing the Housing Mitigation Fee

To update the fee, staff examined changes in housing mitigation fees at other
cities and applied various indices to calculate potential changes to the fee. The
2003 staff report included an analysis of two indices, the Construction
Industry Research Board and the Consumer Price Index. These are defined
below, along with a third index, the Cost of Construction Index. The Council
considered the study in 2003 during a low point in the economy and felt that
the increase of 11.2% to $8.00 was sufficient and that there was not an
immediate need to provide for increases in the fee over time. Based on the
results of other cities’ fees, the indices applied to the $8.00 rate, and the
relatively large difference in the 2003 nexus study and the fee adopted by City
Council it was determined that, keeping with the same program for housing
mitigation, an updated nexus study was not warranted.

Other Cities’ Housing Mitigation Programs

As part of this review of the Housing Mitigation fee, a follow-up survey of
surrounding cities was conducted to determine whether their fees have been
increased, decreased or modified in some way. Sunnyvale’s Housing Mitigation
Fee is different from other communities’ fees in that the fee applies solely to the
portion of high intensity development in industrial zoning districts that exceeds
the floor area ratio allowed without a Use Permit (or above threshold levels in
Moffett Park). Most of the other cities with fees base the fee upon the total floor
area of the building(s) and also require the fee for uses other than
industrial/office and R&D. Sunnyvale’s approach was based on a desire to
acknowledge the base level of industrial development as essential to local
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business needs (e.g. 35% FAR) and to only allow the higher intensity job-
producing development if they mitigated the impact on the jobs/housing ratio.

Attachment C is a comparison chart of neighboring cities from 2003 and 2006
rates. Some jurisdictions were not included within the earlier study. In
addition to different Housing Mitigation Fee rates, each city applies its fee
based on various criteria. For example, Mountain View applies a certain rate
based on the type of development and the size, while Cupertino requires that
all new office and industrial development pay the same rate regardless of size.
The chart indicates that fees have been slightly increased among certain cities
since the previous study, including Cupertino, Mountain View, Palo Alto and
Menlo Park. Most cities surveyed increased the fee approximately 4%-6%
between 2002 and 2006, with the exception of Menlo Park which increased the
fees approximately 20%. For similar high intensity industrial development,
total Sunnyvale fees remain lower than those neighboring cities that require a
fee. Several neighboring cities do not have housing mitigation fee
requirements. Of note are the City of Santa Clara and the City of San José.
Both of these cities have significant housing funds available through tax
increment associated with their Redevelopment Agencies.

The following chart describes three hypothetical developments and how certain
cities would apply a housing mitigation fee:

City of Sunnyvale - December 2006
Housing Mitigation Fee Comparison (for Hypothetical Development)

City Mountain Menlo Santa
View Cupertino Palo Alto Park Clara Sunnyvale
Housing Mitigation | ¢ 34 /s.f. first $0.00 /s.f. up
Fee 10,000 to 35% FAR
$6.34 /s.f. over $8.00 /s.f.
10,000 $2.34 /s.f. $16.01 /s.f. $13.43 /s.f. $0.00 /s.f. >35% FAR
Development with
35% FAR
250,000 s.f. of new
development $1,545,000 $585,000 $4,002,500 $3,357,500 $0 $0
Typical Development
with 50% FAR
250,000 s.f. of new
development
75,000.00 s.f. over
35% FAR $1,545,000 $585,000 $4,002,500 $3,357,500 $0 $600,000
Larger Development
with 70% FAR
1,000,000 s.f. of new
development
500,000.00 s.f. over
35% FAR $6,300,000 $2,340,000 | $16,010,000 | $13,430,000 $0 $4,000,000
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The above chart reflects only housing mitigation fees; additional development,

building, transportation, and other improvement fees may apply when
considering a development proposal in each jurisdiction.

Indexing the Housing Mitigation Fee

Construction Industry Research Board-CIRB

The nexus 2003 RTC included a discussion of using a five-year moving average
of the Construction Industry Research Board’s (CIRB) Characteristics of New
Homes Sold in California (presented by county) to adjust the Housing
Mitigation Fee annually. This index tracked new home prices, which included
the cost of land. It provided a price per square foot measure, which allows
adjustments to home prices based on changes in the sizes of homes. A five-year
moving average of the CIRB index would "even out" any year-to-year
fluctuations that may occur. The CIRB index is a good measure of local
construction cost inflation and only Santa Clara County prices are included.
This option is no longer available as the construction industry no longer
provides this information.

Consumer Price Index-CPI

The Consumer Price Index or CPI is a measure of the cost of goods purchased
by an average U.S. household. It is calculated by the U.S. government's Bureau
of Labor Statistics. The CPI includes shelter costs (rents and imputed rents for
homeowners), furnishings, fuel and utilities. The CPI is a good general measure
of inflation and includes a variety of factors in its calculation; it does not take
into account specific costs in housing development which could be higher or
lower than the CPIL. In the 2003 RTC staff recommended using the Consumer
Price Index (CPI) for Housing for the San Francisco-Oakland-San Jose area to
annually adjust the Housing Mitigation Fee. The result would be an indexing of
the Housing Mitigation Fee to the CPI which would help ensure that the fee
would keep pace with the fluctuating costs of housing in Sunnyvale while
remaining within the amount justified by the original Nexus Study.

Construction Cost Index-CCI

Another option, not considered in 2003, would be to use a Cost of Construction
Index (CCI). This index is published by the Engineering News Record. The CCI
focuses on the costs of materials and labor associated with construction. The
index does not include other development costs such as land, or
operating/living expenses such as furnishings, electricity, water, etc. This
index has been used by staff when calculated potential increases in
Transportation Impact Fees.
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Comparison of indexing options

The following table presents information on what the fee would be if it had been
adjusted annually, subject to the CCI or CPI indices. Since 2003, the CCI has
increased almost 20% and the CPI has increased almost 12%. In the last year
the CCI has increased 2.5% and the CPI has increased 3.85%.

CCI CPI

2003 Adopted Fee $8.00 $8.00

% increase 5.66% 2.15%
2004

Indexed fee $8.45 $8.17

% increase 2.83% 1.95%
2005

Indexed fee $8.69 $8.33

% increase 7.64% 3.44%
2006

Indexed fee $9.36 $8.62

% increase 2.50% 3.85%
2007

Indexed fee $9.59 $8.95

Applying a New Fee to Approved or Pending Projects (Grandfathering)

If the Council decides to modify the fee, there is a question about when the new
fee becomes effective, and whether pipeline projects (either approved or
pending) can utilize the former fee. As a general rule, application fees for
planning, building and engineering increase annually to reflect changed costs
in service delivery. The State requires that there be a 60-day period before the
new development processing fees become effective. Most impact fees are
included in the same 60-day waiting period. In the past, when zoning
regulations have been modified, the Council has allowed projects that are
approved or pending (within specified timeframes) to observe the previous
rules. This action is usually a recognition that projects in the pipeline have
relied on certain costs or development standards in the pro formas and
performance evaluations.

There are currently six projects that are approved and have not paid all of their
housing mitigation fees, representing a potential of $10.5M (see Attachment D).
The Jay Paul/Moffett Towers project is covered by a Development Agreement
that guarantees the fee at $8.00/s.f.; approximately $800,000 remains in
housing mitigation fees which the developer expects to pay within the next six
months. The largest of the approved projects is the Juniper Networks 80 acre
campus site in Moffett Park with a housing mitigation balance of $7.8M. None
of the buildings have been constructed, nor have any housing mitigation fees
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been paid. The permit is valid until April 2009. Based on recent conversations
with Juniper Networks it seems unlikely that any of the housing mitigation fees
would be paid prior to December 31, 2008.

The remaining four projects total about $1.9M in projected housing mitigation
revenue (at the current rate of $8.00/s.f.). An increase to $8.95 would mean an
additional $225,000 if all four projects were completed prior to a selected
sunset date (e.g. December 31, 2008). Based on conversations with the
applicants, staff believes that the schedules would result in less than half of
the projects paying their housing mitigation prior to December 31, 2008.

Alternatives to the Current Housing Mitigation Program

Sunnyvale has had a Housing Mitigation requirement since 1983. The impetus
for the housing mitigation policy and related fee were to address the
jobs/housing ratio. Council considered and approved a few high intensity
projects in the early years, however, high intensity development was generally
discouraged and only corporate headquarters or special floor plans (e.g.
fabrication facility for computer chip manufacture) were approved. In 1993 the
City took action on the Futures study which added diversity in the industrial
zoning to allow for more high intensity development; these sites were exempted
from housing mitigation requirements. In 2003, the Council added more
properties permitted to develop at higher intensities as part of the Moffett Park
Specific Plan, however in this situation the requirement for housing mitigation
above specified thresholds was imposed.

During the 2003 study on Codifying the Housing Mitigation Policy, staff met
with businesses and developers. There was general concern about a large
increase in the fee and concern that previously collected revenues had not been
spent. There was also recognition that business should be part of the solution
in support of local housing programs. The suggestion was made to consider
modifying the program to include all job-producing development, and not just
industrial development. City Council considered a potential study issue to
examine Housing Mitigation for all job-producing development; the study was
deferred twice, ranked 22 of 33 in 2005 and then dropped from consideration
in 2006 (see Attachment E).

One reason that a change in the housing mitigation program was not
considered was based on an interest to continue to provide a financial
advantage to lower intensity industrial development. In addition it was
acknowledged that higher intensity developments were not being “penalized” by
having to pay housing mitigation fees, as the cost of the land should have
factored in these costs.
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Of the cities surveyed (Attachment D), only Sunnyvale uses high FAR for
housing mitigation. Other cities may limit housing mitigation to industrial
development (often seen as “primary jobs” that create and support for the
demand for other industrial development, retail and services. Still other cities
(e.g. Livermore, Walnut Creek, and Mountain View) impose housing mitigation
requirements on a broad range of job-producing developments. Livermore and
Mountain View have programs with different rates based on use and/or size of
development.

Since 1983 a number of land use and development policies have changed in
the community and in the region. Generally speaking Smart Growth is
supported. One principle of Smart growth is to “direct development towards
existing communities already served by infrastructure, seeking to utilize the
resources that existing neighborhoods offer, and conserve open space and
irreplaceable natural resources on the urban fringe.” This principle may
suggest that promoting higher intensity developments in Sunnyvale, at
appropriate locations (e.g. proximity to transit) may be a better solution, to the
overall environment. As quality of life and community character are examined,
it may be determined that selective application of the Smart Growth principles
in Sunnyvale is more appropriate.

Due to changing attitudes toward Class A office, Smart Growth and
sustainability, staff finds it is timely to consider modifications or alternatives to
the current housing mitigation program. Therefore, staff will prepare a
potential study issue for Council consideration at the next Study Issue
workshop on Modifications to the Housing Mitigation Program. The study could
look at a broader range of job-producing development and a restructure for
which square footage would be subject to a housing mitigation fee.

FISCAL IMPACT

This report provides information for the Council to consider modifying the
Housing Mitigation Fee. If the fee does not change, the projection in housing
mitigation revenue for the next 20 years is about $37.1M (with no adjustments
for inflation). If the Council accepts the staff recommendation, the Housing
Mitigation revenue for the next 20 years is projected at $41.4M plus inflation. If
the Council selects a higher or lower change in the fee the revenues would
adjust accordingly. Large increases in the fee could be seen as a deterrent to
development which would slow down reinvestment in properties that would
otherwise result in housing mitigation. Because reinvestment decisions are
complex it would be next to impossible to predict what type of affect raising a
housing mitigation fee could have on construction. Businesses and developers
have indicated that too many fees or too high of a single fee will make a city’s
image appear less business friendly, even if total fees are lower.
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PUBLIC CONTACT

When the study was conducted in 2002-2003, various outreach meetings were
held with the local business community, developers and landowners to gather
input of possible increased fees. At the time, many concerns were noted
regarding an increased fee and the impact it would have on prospective
development. Given the weak economy of the time, it was pointed out that the
wrong message could be sent to prospective business and developers. Also
noted, was the fact that some cities did not require a fee, which could make
them more attractive for relocation.

For this update, staff contacted businesses and property owners with approved
or pending projects (subject to housing mitigation), representatives of the
Chamber of Commerce, and other developers/property owners who have taken
an interest in this issue in the past. Staff discussed the background and a
preliminary staff recommendation. In general there was understanding of the
desire to index the fee. The representatives, however, preferred no housing
mitigation requirements, or an across the board requirement that could be
applied to all job-producing development, not just high intensity projects. If
there is to be an ongoing adjustment there was a preference for using the CPI
index over the CCI index and including a cap to the adjustment in any year
(such as 5%)).

The Housing and Human Services Commission (HHSC) considered this report
at their meeting of May 28, 2008. The HHSC discussed the various items in the
report and voted in accordance with the staff recommendations to: increase the
fee to $8.95/s.f.; annually update the fee using the Consumer Price Index; and
allow for a “grandfather” or “grace” period for approved projects subject to the
fee as recommended by staff. In addition the HHSC voted to support a study
issue to look at changing the current 35% FAR threshold which may
discourage high density development and to explore whether the revenues
could be higher without discouraging development. Draft minutes of the HHSC
meeting are found in Attachment G.

Public contact was also made by posting the Council agenda on the City's
official-notice bulletin board outside City Hall, in the Council Chambers lobby,
in the Office of the City Clerk, at the Library, Senior Center, Community Center
and Department of Public Safety; posting the agenda and report on the City's
Web site; and making the report available at the Library and the Office of the
City Clerk.
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ALTERNATIVES

1)

2)

3)

4)

5)

6)

7)

8)

9)

Adopt a Resolution (Attachment F) setting the Housing Mitigation Fee
for FY 2008-09 at $8.95 (new fee would be effective 60-days after
adoption—August 9, 2008)

Adopted a Resolution (Attachment F) with a modified fee amount for FY
2008-09.

Direct staff to use the Consumer Price Index (CPI) to index the fee in
future years.

Add a cap of 5% to any annual indexed adjustment.

Direct staff to use the Construction Cost Index (CCI) to index the fee in
future years.

Allow any projects approved prior to July 1, 2008 to pay housing
mitigation at the $8.00 rate through December 31, 2008, and require

all future payments at the fee in place at the time of payment.

Alternative S plus include projects with complete applications as of July
1, 2008.

Do not grandfather housing mitigation fee rates for any projects.

Direct staff to prepare a new nexus study to determine the maximum
amount for housing mitigation fees.

10) Take no action, retaining the $8.00 per square foot Housing Mitigation

Fee for high intensity industrial developments.

RECOMMENDATION

Staff recommends Alternatives 1, 3, and 6: Set a new housing mitigation fee at
$8.95 (applying CPI index from 2003 to present), direct staff to use the CPI to
annually adjust the Housing Mitigation fee, and grandfather projects approved
prior to July 1, 2008 to the $8.00 rate for any housing mitigation fee they pay
before December 31, 2008.

Revised Fee

Staff recommends that the fee be adjusted to reflect the consumer price index
(CPI) changes since the fee was set at $8.00/s.f. in 2003. Staff considers a fee
of $8.95 as “no change” in that it is keeping up with inflation as indexed by the
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CPI. Staff does not believe this fee increase would hamper the City’s ability to
stay competitive in the attraction of Class A office development in Sunnyvale.

Index

Staff recommends the Council index the fee annually, using the CPI. This index
includes a range of consumer costs and better reflects the changes in housing
costs (as part of the entire budget) to lower income households. Staff finds that
the Cost of Construction index (CCI) over-represents (in the current economic
climate) the cost of housing as it only reflects the construction costs. Indexing
of the current fee will enable the City to keep up with expanding housing
needs. Indexing the fee annually, resulting in a small percentage each year, will
keep the City competitive economically while acknowledging the increased
costs of providing affordable housing.

Grandfathering Projects

Allowing approved projects to pay housing mitigation at a previously
anticipated rate would help send a message that approved Class A office
developments are desired. Future developers will have sufficient time to adjust
their financing and pro formas to reflect the adjusted fee. Staff recommends a
sunset of the grandfathering clause so that large projects to not drag out
indefinitely and City revenues reflect the increasing costs of providing
affordable housing.

Comments on Preparing an Updated Nexus Study

The previous nexus study demonstrated a linkage of almost $18.00 a foot for
housing mitigation. The City set the housing mitigation fee at 45% of this level.
A study, based on the existing program of high intensity developments is
unlikely to show a significant change in the nexus. Staff is not recommending a
new study as it is not anticipated to yield much more new information.

Reviewed by:

Hanson Hom, Director, Community Development
Prepared by: Trudi Ryan, Planning Officer
Reviewed by: Laura Simpson, Housing Officer

Approved by:

Amy Chan
City Manager
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Jobs/ I-Iousmg Ratm
A jobs/housing balance for a commumty would be achieved if the ratio has a
job for every member of houisehold who can participate in the labor force. The
Association of Bay Area Governments has encouraged the region to lower the
' jobs/housing ratio {usually. by increasing the number of housing units) to
reduce traffic and air quality impacts to the region. Allowing more housing
units near jobs enables shorter distances to work which can reduce emissions
and increase energy conservation by promoting alternative modes of
tremsporta’oon Furthermore, a more eqmtable ratio can result in more
affordable housmg close to jobs, therefore improving oppormmtles for low-
income households., The Association of Bay Area Governments (ABAG) has
suggested that a regional jobs/housing ratio of 1.6 or 1.7 would put the reglon
in “balance.” The ratio assumes that, on average, more than one individual is
employed in a household. The City has not adopted a JObS /housing ratio goal,
but has the more general above goal to move toward a local balance.

Futures Study

In 1993 the City completed a several yea_r study titled “Futures ? The Clty
amended the General Plan and rezoned industrial zoned property for housmg .
creaung the Industrial to Residential (ITR) zones. The City also approveds
rezoning of four industrial areas to allow higher intensity - uses by right. One of
the sites (Futures E) was located in Moffett Park, two sites are on Mathilda just
south of U.S. Hwy 101. The fourth site is on El Camino Real at Bernardo. The
loss of potential jobs through rezoning to residential was somewhat offset by
the creation of these high intensity areas. These Futures intensification sites
were exempted from Housing Mltlgatlon requlrements The Futures study
resulted in the potential for apprommately 6,100 additional housmg units in
the city and a net decrease in about. 7, 200 jobs, Without the Futures industrial
mtenmﬁca‘oom sites the program WOL’Ild have resulted in a 1oss of almost 14 OOO
jobs. . _ .

Housmg Mitigation ngram :

The Housing Mitigation Program is funded by fees from spec1ﬁed mdustrlal
development and from certain residential development. The Housing Fund is
organized into two sub-funds: the Housmg Mitigation Sub- Fund, consisting of
fees from high intensity developments in industrial zoning chstrlcts, and, the
Below Market Rate (BMR) Housing Sub-Fund, which includes BMR in-lieu fees
(paid by residential developers who were approved to not provide required BMR
units) and other revenues generated by the BMR progran. The funds are used
to fund housing programs that beneﬁt households with incomes between, 30-
120% of median income. :

Since 1983, the. City has rleqUired Housmg Mitigation for high intensity
industrial/office development (primarily those with an FAR over 35%). High

Revised 04-12-2004
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intensity developments have been permitted throughout the industrially zoned
propertles in the city. In 2003 the Moffett Park Specific Plan was adopted. The
area is identified as an appropriate area of the city to provide Class A (higher
intensity) office development. The Moffett Park Specific Plan offers incentives to
redevelop sites with higher Floor Area Ratio through permit streamlining for
comrmitting ‘to green buildings; housing mitigation is required  of hlgher
intensity developments of up to 70% FAR

Housing mitigation  was required 'to offset the impacts on housing from job
producing development beyond that' contemplated in the General Plan. The
payment of a fee is only one method that mitigation could bhe provided;
however, it is the only mitigation that developers have used to satisfy housing
mitigation requirements. The mitigation program was established to allow the
City to consider exceptional circumstances when higher intensity development
was desired, but was not intended to be a steady source of revenue for. City
housing programs. In 1993 (as part of a study called “Futures”) the City
rezoned industrial zoned property for housing and also approved rezoning of
four industrial areas to allow higher intensity uses by right. One of the sites
(Futures E) was located in Moffett Park, two sites are on Mathilda just south of
U.S. Hwy 101. The fourth site is on El Camino Real at Bernardo. The loss of
potential jobs through rezoning to residential was somewhat offset by the
creation of these high intensity areas. These Futures mtens1ﬁcat10n 51tes were
exempted from Housmg M1t1gat10n requn'ements S

In the early years of the program the City dld not encourage, nor approve,
many projects subject to Housing Mitigation. There was not a ‘predictable
source of revenue as the program was to accommodate those rare instances
when higher intensity housing was desired and to seek mitigation in ‘these
circumstances. Approval of the Futures sites added the potential for a broader
range of jobs, but these were not exempted from housing mitigation. After
adoption of the Citywide Industrial Development Pool in 1999 more high
intensity industrial projects were approved, but relatively small amounts of
revenue were received. Housing mitigation ‘funds were identified  or
programmed to support a housing project only after the funds were received. In
an effort to expand community access to housing and to make housing more
affordable the Council approved (in October 2001) the use of Housing
Mitigation revenues for the “Public School District, City and Child Care
Employees” housmg assastance program (RTC 01-35 1) ' o o

The adoption of the Moffett Park Spec1ﬁc Plan maintained the exemp’don for
properties within Futures E, yet imposed housing mitigation requirements on
other development that exceeded 35% FAR. Due to a large area being zoned for,
and encouraged to develop with higher intensity Class A Office, there is now a
more predictable source of housing mitigation revenues. Developers in the
Moffett Park Specific Plan area and any industrial site approved for higher
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FARs are aware, up front, of the need for housing mitigation as this
requirement is included in the zoning code. :

Status of Housing Mitigation Fund

As of May 1, 2008 a total of $10.1M of funds has been expended or
appropriated from the Housing Mitigation Sub-Fund since it was established.
Attachment A includes a chart listing the housing projects that have been
funded with housing mitigation. The funds have been used for a number of
projects including affordable housing, mortgage program for first-time
homebuyers, housing trust fund, housing administration, and affordable
housing for teachers and City employees. Housing Mitigation has been used for
a number of purposes to increase the supply of affordable housing.

The May 1, 2008 balance of the Housing Mitigation Sub-Fund is approximately
$8.4 M. -

Future and Pending Affordable Housing Projects

In January of 2007, the City Council approved $2.1M in funds to the Mid-
Peninsula Housing Coalltlon for the acquisition of an existing rental property
on Garland Avenue to assist with land assembly for a large affordable rental
housing project. Further assemblage of adjacent sites is contemplated, with
potential additional acquisition funding of approximately $3M over the next two
to three years. Courncil has previously approved funding to support pre-
development feasibility and conceptual analysis of affordable housing at a City-
owned site located at the intersection of Fair Oaks and 237. Also, near the
rental property on Garland and Fair Oaks Avenue, a County-owned site is
under predevelopment consideration for senior housing. The funding for the
feasibility analysis of these two projects was approximately $35K. Potential
additional funding for these two projects could total $4.7M. In FY 08/09, staff
will be. presenting a strategy for utilization of aJl housing funds over the next
three years. - ~ _
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" HOUSING MITIGATION FEE NEXUS STUDY

Need To Revise Sunnyvale's Housing Mifigéﬁun Fee

Tn 1984, Sunnyvale adopted a Housing Mitigation Policy. This policy requires that dev_‘ellc-)pers”of
new industrial space in the M-S and M-3 Districts that exceeds the Floor Area Ratio (FAR)
permitted by the Zoning code be charged a housing impact fee of $7.19 per square foot forall
space over the allowed FAR. Atthe time this fee was adopted, an inflation adjustment |
mechanism was not identified. Therefore, t‘tns fee has remained the same for the past 18 years.-

In the latter part of the 1990's, the jobs/housing imbalance worsened in Sunnyvale, while at the
same time development costs, includilig land, increased raﬁidly. Therefore, in order for the
Housing Mitigation Fee to reflect realistic development costs, it is necessary to undertake a
Nexus Study that uses current development costs and updated household incomes, Thus, the
City:Council authorized this study. '

At the réquest of the City Couneil, this Nexus Study has been prepared to éstablish abasisfora
newfee. In addition, the Council has requested that an anrinal adjustment mechanism be
identified. _ : _

This report summarizes conclusions from the Nexus Study. The methodology and techmical
analyses that support these conclusions are presented in an Appendix to this Study. '

. Why Are Nexus Studies Required?

In response o the U.S. Supreme Court’s “Nollan” decision, the California State Legislature

. enacted AB 1600 (Section 66001 et seq. of the Government Code) which requires local agencies

“proposing 2 fee on.a development project to identify the purpbsg of the fee, the use of the fee,

and to determine that there is “a teasonable relationship between the fee’s use and the typé of
development project on which the fee is imposed.” Studies prepared to carry out the
requiremeiits of AB 1600 are known as “nexus” studies.! The purpose of this study is to
establish and quantify a causal link or “nexus™ between new industrial development in the M-S
and M-3 Districts and the need for additional housing affordable to the new workers. -

! Although AB1600 does not directly require nexus studies for housing linkage fees, most communities prepare these studies to justify
their fees in the event they face Iegal challenges. : .

Py Crensssinareln ) Draft Nexus Study ' ) ’ 1
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The basic approach to quantifying housing impacts from new industrial development is to
- estimate the number of additional housing units that will be needed to accommodate growth in
‘ _ employment ‘associated with this development. Housmg units at all price le,vels are needed and

are linked to the occupations and, thus, salaries of new employees. Given annc:lpated worker o
(and household) incomes, there may be an “affordability gap™ between what households can pay
to rent or buy and the actual costs of new housing. This “gap™ provides the basis for the fee
calculation. To reach this point, several steps are required. These steps are presented below.
More detailed information on the methodolo gy used for this study is presented in the Appendix.

s Select an appropriate employment density factor.

»  Calculate the number of employees that will woik in the new Space.

e Derive a ratio of emplovees who will move to Sunnyvale.

 Estimate the number of new households that will move to Sunnyvale.
» Determine household income dafeg'vories. o

» . Define household size and unit type scengrios.

o Estimate s housingh_aff'ordabilitﬂr oap based on the difference between the costs of new
housing and affordable housing prices and rents. o

o Estimate the required housing mitieation fee. .

e Selécf an i?ldGX:tO adjust ﬂ'us ﬁhkqge fee on an an_nual basis, -

City af Sunnyvale - Draft Nexus Study o e 2
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BExhibit 1 sumrnanzes the results of the Housing Mitigation Fee Caloulanon outlined above. The
estnnated maximum potennal fee is $19 54 per square foot. . Lo

Exhibit 1: Housmg Mmgatlon Fee Calculatlon _

Property Type C ‘ ' ~ Industrial
Density Factor o B oo 300 -
Prototype Project Size (square feet) o 100,000
Number of Employees (size divided by density factor) - 333
Number of Emplayaes Moving to Sunnyvale (20% of Total) 67
Number of New: Household Moving to Sunnyvale (total d1v1ded 47

by 1.43) < :
Number of New Households Requiring Subsidies (32% of Tota.l) 15" .
Total Housing Affordability Gap of New Workers ($130,237per | $1,953,555..
household) -

Maximum Potential Lmlcage Fee (Total gap dmded by 100 000 $15.54 -
square fest))

Source: Vernazza Wolfs Associates, Inc. and Sunnyvale Nexus Study Appenchx

_ANNUAL ADJU STMENT IV_[ECHANISM FOR THE HOUS]NG MITIGATION FEE

Many cities in the San Francusoo Bay Area use the Consumer Pnce Index (CPI) to adjust fees
annnally. Frequently, only the housing cost component portion of the CPI is used. This
component reports on shelter costs (rents and imputed rents for homeowners), furnishings, fuel
and utilities for the nine county area.

The CPLis a good- general measure of inflation. However, actual inflation in housmg
development costs may be higher (or lower) than the CP1. The housmg cost component of the
CPImeasures multlple costs of being a renter or 2 homeowner, but does not focus on inflation in
new eonstruehon Consequently, an index that traoks inflation in looal development costs is
preferred : ' ‘

The Construe’uon Industry Research Board’s Characteristics of New Homes Sold by County is
such an index. It traeks new home prices and covers land and all other development costs. It
provides a price per square foot measure, which allows adjustments to home prices based on’
changes in the sizes of homes. Only Santa Clara County prices are included, and not the other
nine counties. |

Fi inally, in order to avoid wide annual fluctuations in this price mdex this Study recommends

thata ﬁve-year movmg average be used msteacl of an annual pereentage ehange Exhibit, 2

2t

City of Sunnyvale ' Draft Nevas Stady n 3
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v -ﬂlustrates how this Works If this mdex had been in place lasjc Aear, then it weuld have resulted il
in an mereaee 0f13.2%in the Housing M1t1gat10n Fes. . ;;;)
Exmblt 2: Medlan Pnce Changes nf New Homes Sold in Santa, Clara County
: " Five Yedr - :
: "~ | Average
‘ ! Median | Annual% | ' Annual
Year - Price/SF Change (A) Chahge (B)
1989 $160.22 :
1990 $180.56 12 7% .
1991 . $162.09 | -10.2% o
1992 $157.06. 23.1%
1993 - $159.12 13% . |
1994 $156.86 -1.4% - -0.1%
1995 | §160.27 22% | 23%
1996 $166.67 4.0% - 0.6%
1997 $179.56 - T.7% 2.8%
1998 $187.41 4.4% . 3.4%
1999 $210.89 12.5% 6.2%
2000 $246.33 | - 16.8% 9.1%
2001 $306.90 24.6% 13. 2%
Calculations . ) Co
' A) Annual Chenge—Sunple A.unnal Percentage Change (1991 1990)/1990 A . ' Do )
B) Five Year Average Annual Percentage Chanﬂe—Sum of five years simple percentage change (A) '
- divided by 5. : _

- Sources: Constructtoﬁ Industry Research Beard and Vemazza Wo]i‘e Assocmtes Inc

T

C:ry ef Suunyva!e - Draft Nexus Stady _ . : - : 4
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CITY OF SUNNYVALE NEXUS STUDY APPENDD(

.MZETHODOLOGY | R :

The followmg section desonbes analyhoal steps used mthls Nexus Study

A, Determine what prope;tx types o cons1der The sta.rtmg pomt for nexus studles is to

determine what types of oommero1a1 and industrial developments will be studied. This
Study is designed to update the current fee Tevied on industrial developments that exceed
Floor Area Ratios (FAR’ s) permitted in the M-3 and M-S Industrial Districts. Thus, this
Study only considers developments' permitted under the M-3 and M-S Zonmg (ofﬁce, :
research, and general manufaotunng) -

'average amount of space (in square feet) that each employee occupies. Office space -

-+ gpace, office bmldmgs would have more worlcers fhat would retail stores since retaﬂ

! properhes also include space for msles, 'displays, mventory, etc. The use of employment

" density factors allows a hexus study fo- denve employment 1mpacts froma spe01ﬁed
buﬂdmg size mtendecl fora speolﬁc use, : :

Although the Housmg Mltlgatlon Pohoy covers mclustnal developments only, the _

businesses in the M-3 and M-S districts may include both office and industrial activities
* in the same building. However, since most of the business activity in these D1stnots is

- office related the Stucly has reliedona smgle dens1ty figure.

Acoordjng to a recent survey of Sunnyvele Companies with FAR’s greater than 35% that
are located in the M-S or M-3 Districts, the average density is apprommately 300 square
feet per, employee, and the med1an is 292 square feet per employee This information is
presented i m Exhibit A-1. For all the firms hstecl on Exhlblt A-l, exeept Apphed
Materials, ‘the “TTA Use” is indicated as ofﬂce

For Applied Materials, there is a breakdown between office and manufacturing, Applied Materials also has the

greatest mumber of! square feet per employee (close to 400 squa:e feet per employee)

o S

el AT e CTae e, A TR

Calculate aonrooriate emnlovment density factors.. Empl_oymeht deusities measure the o |
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Exhibit A-1: "Employment Densxtles for Flrms Exceedmg 35% FAR, Located in the M-S or
M-3 Districts

Address/Occtpant Zone TIA Use Sq. Ft, [Employees [Emp/Sa.Ft.
Maxim . . o N .
185N, WolfeRd, - . -.- ~ M-8 . ..loffice. ... [...120,000{ . . 350 . - 343
Juniper Networks Bldgs. A&B |7 SR o -
1134/1194 N Mathilda Ave. .- -3 office 266,740 1,000 267
Applied Materials . : s -
974 E. Arques Ave. M-S ' corporatehead' - 43(),880 2,800 - 398
: ; ‘ office ... | . 521,000
manufacturing ‘1'62',721)
total’ 1,114,600
ISYNOPSYs : ‘
1030 W. Maude Ave, . M-8 ' loffice 118,650 4000 - 297
Christiansen . R R . i
JL146 or 1182 E, Argues Ave M-S office 141,600 500 . 283
Spieker - ¢ S R : .
334 Santa Trinita Ave. M-S office | 75,080 316 250
Jay Panl ’ a : B
Moffatt Park Dr./ Tockheed M-3 ' office. : 651,562 2,000 - - 326
Network Appliance Phase 2 - i : - ‘
IZGD'GrossmauAve.' . © M3 - jofficer | - 215,186 750 . 287
[¥ahoo! = | T B N IR R et
NWCH, Mathﬂda.Ave/F::stA.ve M-3 office 797,000 3,000 - 266
Network Appliance Phase 3 ' ‘ S R =
1350 Geneva Dr. " loffice 509,420 2,050 ' 248
* Uuniper Networks Bldg. C. L ] \
1220 N. Mathilda Ave. M3 bffice 158,075 . 475 333
Stewart Associates ' ' N o s
825 Stewart Dr. M-S office 74923 - . - 215 . 348
Average ‘ |- oL e | T304
Median T 292

Source: City of Sunnyvale

' Smce the firms hsted n EthbIt A-Tare representahve of the types of new firms mov:lng
“into the M-3 and M~S D1stncts that could exceed allowed FAR: g, the employment '
denmty figure of 300 square feet per employee is used in this Nexus Study

C. Define aproto’g@e projeet size. Although the final recommended fee will be expressed
on a "per square foot" basis, it makes the analysis simpler to base the calculations on a
hypothetical building size. This nexus analysis uses 100,000 square feet for the building
prototype. ‘ .

‘D. Calculate the number of emgloyees that will work in the new spacg. The number of
employees that will work in the new space is calculated based on the density factor and-

-

Crevmantalo Mavire Credu drnondiv
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- building prototype defined above. For office and R&D, this number is 333 employses
_ per 100,000. square feet (100 OOO square feet dmdecl by 300 square feet per employee).

E. Derive aratio of employees who will want to live in Sunnwale A fundamental question
1 ishow many new employees will live in Sunnyvale cither because they already livein
Sunnyvale or would wat to move to the City. This latter category is the more relevant of
the two for a nexus study, since, by moving to Sunnyvale, new workers increase demand
for housing. ' ' '

The actual ratio of Sunnyvale employees who reside in ‘Sunnyvale has been declining as
housing prices became less affordable.: Acoordmg to the 1990 Census, 32% of Sunnyvale
employed residents actually worked in Sunnyvals.? However, aooordmg to arecent
survey of Moffett Park employees by zip code, 12.2% of employees hved in Sunnyvale
This is lower than the 1990.number reported in the Census. Fmally, a spec1al tally of
fulltime City employees in May 2002 revealed that 27% of o1ty workers live in
Surmyvale
- Although mﬂated housmg pnces in the 1990's have resulted ina cleorease in the
o peroentage of ‘Sunnyvale workers Who can afford to hve il Sunnyvale, the C1ty may wish
o encourage local wotkers 1o live in Smmyvale n order to achievea 'oetter Jobs/housmg
~ balance. Thus, this Nexus Study uses a factor of 20% for the resrdence location of new
'r___ employees. In other words, the study assumes that 20% of new employees will reside in
| Surmyvale Tl:us is lower th.an the 1990 number - reported in the Cen.sus and lower than
- the location analysis of current city _employ_ees However, it is hlgher than the percentage
j,o"f local employees reported_ by businesses in Moffett Park located on sites that exceed |
- 35% FAR, Usmg a relatively higher number provides 2 goal for the City to achieve.

2 As of June 2002, 2000 census daitr Wers mot yet availahle for this variable. - '
* This survey covered six emplayers 6ut of 200 businesses in Moffett Park, and covered between 45% end 50% of
all Moffett Park employees
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.. Another important consuleratlon is how many of these new employees will need t6"

move to Sunnyvale. At this time, we do not have an empirical measure for this factor,
One way to estimate this percentage is to examine the jobs to employed residents rauo in
o Sunnyvale (See Exhibit A-2 ) To the extent that this ratio is in ‘balance (1.0) or less than
* . one(indicating that residents would have’ to commuté out for ]obs) then, expansion’of .
: employment opportumtles could utilize the resident labor forée (at least theoretmally)

Exhibit A-2: Ratio of J o!_Js to Employed Residents

i Ratio of Jobs
10 o Employed | toEmployed | .
Year Jobs - Residents Residents _ ' _
1990| 119,690 170,906 169 o | .
2000| 124,540 84,234 148 | -
2005 129,220 85,700 131

Sources: ABAG Projections 2002 and Vemazza Wolfe Associates, Inc.
There does not appear to be a siurphis labor force in Sunnyvale, since the ratio of jobs to
employed residents is almost 1.5 as 0f 2000, It is reasonable to conclude, that, if 20% of
Smjhyvale workers would like to live in Stﬂnyvale they would need to move irito
. -Sunnyvale Of course, th:s oonclusmn assumes there Wou.ld be affordable housmg
o opportumhes for these new householcls e ' ' o
F. Determine the number of new houssholds that will' move to Surmyvale. Nexus studies
- generally do not assume that each new employee that méves to the City results in a net,
new household, Instead, the number of néw employees is acljusted to reflect the fact that
there are multiple wage edrners in & household. In order o estirnate the number of new
~ households, it is necessary to divide the Tiumber 6f new workers by the number of wage
earners per household. According to the 2000 Census, there were 75,227 persons in the
labor force and 52,539 households in Sunnyvale, This is the equivalent of 1.43 wage
earners per household.” Thus, the total number of new households that would move to
Sunnyvale is estimated by dividing the total mumber of new workers by 1.43.

G. Determine household income categories, What new households can afford to pay for
housing in Sunnyvale is based on the forecast of household income for these new
workers. There ars various approaches to estimate these figures, including the following:

* According to ABAGs PrO_]BCfIOﬂS 2002, there were 1.59 employees per household in 2000 and 1.58 are
projected for 2005 for the Sumnyvale sphere of influence. This Nexus Study used the 2000 census ﬁgu.te since
"ABAG’S projections were made before these relevant 2000 census vanables were avaﬂable B
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ges for new jobs,
eholds will have income distributions similar to those of

Lumr

" This Nexus Study uses‘tligé"éecdﬁd approach - iew resident employee-households will
eam incomes similar to the current Sunnyvale population. This approach assumes that
. the housing affordability crisis should riot prevent households at various income groups
that have historically lived in Sunnyvale from continuing 6 reside in the City.

Furthermore, there is no ne

household.

ed to adjust income data for the numb

er of workers per

Exhibit A-3 pfovidés'infqrmatioh on the income categories used in the Nexus Study.
This exhibit reports on the most recent Dep artment of Housing and Urban Development
' (HUD) income figures for the San Jose PMSA, but inclides a true 80% and 120% Area
Median Income (AMI) and not the lower percentages that are presented in the “official”
HUD tables.ﬁ These numbers are adjusted for household size.

Exhibit A-3: Household Incomes Used in Gap Analysis

2002 HUD-definied Income (San Jose PMSA) ‘

Household Falling into

% Of Sunnyvale’

Category (1)

Upper Limit Two-
- " person HH

TUpper Limit
Three-person HH

Upper Limit Four-
person HH

Median Income

$76,800

$86,400

396,000

|Under 30%

$23,050

$25,900

528,800

24.3%

31%-50%

$38,400

$43,200

$48,000

28.3%

51%-80%

361,440

$69,120

376,800

24.1%

81%-120%

802,200 _

$103,600

$115,200

T 93.2%

based on 1950 Census information on household income and household size.
Sources: Department of Housing and Urban Development, and Vemazza Wolfe Assaciates, Inc.

(1) These percentages are based on spacial HUD tables developed for use in Consolidated Plans, They are

‘This Study d@eé'not analyze the housing needs of households above 120% of Sunnyvale's
median income, since it is assm_ned that above-moderate income households can afford to
buy or rent housing without assistance.

* The first option, estimating the wage levels and labor force composition of new employment, is not used in this
study, since it is necessary to adjust these income figures for the aurber of two-worker households.
HUD has adjusted low-income limits for areas of unusually high or low income since passage of the 1974
- legislation that established the basic income Iimit system now used. Farnilies in unusually affluent areas are not
considered low-income even if their incomes are less than 80 percent of the local median family income level
(unless justified by area housing costs). For example, according to HUD, the maximum income for 2 three person
low-income household at 80% AMI would be $66,800, which is actually 77% of AMI for this household size,

[ ———— S L R
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Ahother factor to consider is whether one income group should be weighted mors than
another income group. The Housing Mitigation Fee Bolicy does not specify any

particular priorities for household income groups. So, this Study weighted each'income ..
group equally,” Special tables developed: by HUD for use in Consolidated Plans support
this approach. Téble A-3 shows the actual percentages of households as of 1990 that fell
into each of these income categories.” The use of 2 25% weight for each income group
actually falls' very close to the actual percentage chsmbuhon of 1990 Sunnyvale
households

A final issue is the amount of rent or mortgage that is affordable for each income group.
Exhibit A-4 presents information on affordable rents and sales prices for the 30%, 50%;
80%, and 120% median i mcome groups It should be noted that Exhibit A-4 is based on
the top end of the income range ie. $25 900, $43 200 $69 120 and $103 600
respectwely fora household of three -

7 Updated information on the number of Su.nnyvale househelds fallmg inta each income category, adjusted for size,
is mot yet available from the 2000 Census.
® One drawback of the 1990 HUD income categories is that the moderate-meome group extends between 80% and

-+ 95% of AMI and does not extend to 120% AMI. However, since therz is no information that would allow & revised .

weighiing and since househalds below 80% Df AMI need the most help, this Study has assipned the income
categery', 81%-120% a 25% welght. :
? The vse of the income range maximum has the effect of reducmg the size of the housmg aﬁ'ordabﬂlty gap

——————— - - - I - T NS -2 —_—
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Exhibit A-4: Ability to Pay for Housing - Sunnyvale =~ = . _ sy

Extremely Low-Income FldUsa'h_olds'ét 30% of 2002 Median Family Income

Unit€ize - . Lo 1B.§.r';l1jqom. : -Zﬁ'edroqijn:_ 3—_E;_édroom

Number Persons - - - .2 3 T4
Income Level $23,050 $25,900 " $28,800
Maximum monthly rent (1} - $576 $648 $720

Maximum purchase price (2) $87,552 $08,377. - $108,392

Very Low-Income Households at 50% of 2002 Median Family Income

UnitSize . . 1Bedroom = 2Bedroom - 3 Bedroam
Number Persans 2 3 . _ 4
Income Level ' $38,400 $43,200 : $48,000
“Maximum monthly rent (1) © $980 - $1,080 .$1,200

- Maximum purchase price (2) ' $145,856 $164,088 $182,320

Low-Income Households at 80% of 2002 Medtan Family Income*

‘Unlt'Slze -+ - " , . 1Bedmom ' 2Bedroom 3 Bedroom
Number Persons _ 2 3 .
Income Leval o : ‘ - $61,440 g $69,120 - $76,800
MaXimum monthly rent (1) T 89,538 ‘$1,728 $1,920

Max[rnurn purchase pnce (2) ‘ ' $233,370 $262,541 o $201,713
Moderate Income Households at 120% of 2002 Median Family Income

Unit Size oo ' ' , 1Bed|_'oorn_ - QB'edroom .3 Bedroom

Number Persons . ' 2 5 3 o 4
Income Level : 592 200 $103,600 $115,200]
Maximum monthly rent - (1) ‘ . 32305 . . $2590 $2,880
Maximum:purchase price (2)- - IR 3350:207' . $393,508"  $437,569

¥ 80% of AMI s based on the actual percentage of araa median income and is not capped
Assumptions: : E

(1) 30% of income devoted to maximum monthly rent, including utilities .

(2) 33% of income devoted to mortgage payment and taxes, 85% loan @ 7%, 30 year term .

Sources HUD FY 2002 Income Ltm[ts (January 31, 2002) for San. Jose PMSA and
Vernazza Wolfe Assoclates, Inc!’
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H. Define Household and Unit Size Scenarios - Rather than develop gap analyses forall - a’j

possible honsehold and unit sizes, this Study is based on spécific household size and unit
combinations. According to the 2000 Census, the average household size for, OwWners in
. Sunnyvale was 2.6 persons. For renters, the average household size was 2.39 persons
- Average household size for all households was 2,49 and for families 3, 06. This, in’
estimating the housmg gap, this Study utilized two- and three-person renter households
occupying one- and two-bedrooin housing units, and three- and four-person owner-
households occupymg two- and three-bedroom housing units.

I  Estimatethe housmg affordability gap. Based on estimated housing development costs -
in Smmyvale one can calculate the housing affordability gaps for both owners and
renters. (For housing cost information and estimating honsmg afforclablhty gaps, see
Section II in this Append:;x )

" For owners, thJ.s gap is deﬁnecl as the difference between what new ‘onyers can afford to
pay and what new, modest housing would cost in Sunnyvale. For renters, this gap is
defined as the difference between development costs and the amount of the first mortgage
that net operating income based on affordable rents can support. These gaps are
estlrnated for ﬂaose households earnmg 120% or below of AMI

J. Estimate the required linkage fee. Based on the calculation of affordability gaps for

. different household groups, a per square foot fee is generated for industrial space in the
M-3 and M-8 Districts. Theoretically, this foe mitigates aﬁordable housmg demand _
impacts. This amount defines the maximum housing mlnganon fee and is estrrnated to be
$19 54 per squars foot. (See Exhibit A-11. )

* K: Selectan index to aditist this linkaee fee on an annual basis. Thus far, Sunnyvale's fee
has not been adjusted for inflation. Thus, included in the woik to revise the Housing
Mitigation Fee is the mandate to select 2 mechanism by which to adjust the fee on an
annual basis. Although some cltles use the Consumer Price Index (CPL) for the anuual

| adJustment, there are some drawbacks to the CPL These are as follaws:

o The srna]lest geographic area of coverage isal0 county area (nine ABAG counties
plus Santa Cruz) ' ' o

« The housing cost component reports on shelter costs (rents and nnputed rents for -
. horneowners), furmshmgs fuel and unhtles :

The CPI _i_s_ a good general measure of inflation. The housing cost component of the CFI

Semminnls Nevus Studv Annendix
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in new constxuctlon Smce nexus studies fecus on the aﬁordablhty gap between new
housmg and the ability to pay for housmg for low- and moderate-income households, it is
important to use an adjustment meehamsm that prow.des mformatmn on mﬂatlen in new
~ construction costs.

~ Ideally, a Sunnyvale specific index that measures mﬂatlen in housing development costs
would be available, but none exists. Other sources of mformanon on new housing costs
are as follows: ‘

- = Marshall & Swift provides construction cost information on a regional basis.
This ig.formation source does not include land COst information. ‘

= The Constructlon Industry Research Board provides tlme series
mformatlon on new home prices and housmg unit sizes ona county basis
only. : :

This Study recommends the use of. the Construction Industry Research Board’s a.n:nually
pubhshed tables on the Charactenstles of New Homes Sold by County. ‘The information’
prowded in these tables can be used to develop an index that can track- new home prices, '
including the costs of land, development and profits, It prowdes a price per square foot

 Imeasure, Whlch allows for accurate compansons from year to year, even if the size of the
median (or average) housing unit sold changes in size. Finally, only Santa Clara County
pnces are mcluded and not the other nine eountles

“Fixhibit A-5 shovi}'s the methéul'price per square foot for new homes sold and an index
" hased on changes in this price. In order to avoid wide annual fluctuations in this price
index, this Study recommends that a ﬁve-yea: moving average be iised instead of an
annual percentage change. Exhibit A-5 illustrates how this works. If this index had been
" in place last year, then it would have resulted in an increase of 13. 2% in the Housing
_ Mitigation Fee.
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- Exhibit A-5: Medlau Price f:,"hanges of New Homes g"‘_ld in Santa Clara County

r—- &rn

Five Year
. “ Average |

| | Median A_unual % Annual N
. Year Price/SF Change (A) Change (B) o '
1989 <7 816022 | . I

1990 $180.56 12. 7% ' '

1991 [ §162.09 -10.2%
1992 $157.06 3.1%

11993 $159.12 1.3%

1994 $156.86 -1.4% -0.1%

1995 $160.27 2.2% 23%

1996 . $166,67 | 4.0% 0.6% -.

1997, $179.56. | © 1T7% | 2.8%

1998 $187.41 4.4%  34%

1999 $210.89 12.5% - 62% .

2000 | $246.33 168% | © 9.1%

2001 | "~ $306.90 24.6% - 13.2% -

Calculations

A) Annua! Change=Simple Annual Percentage Change e.g., (1991-1990)/1590.
B) Five Year Average Annual Percentage Change—Sum of ﬁve years simple percentage change (A)

- divided by 5.
. Sources Construchon Industry Research Bcard and Vemazza Wolfe Assccmtes, Ine,

o HOUS]NG COST EST]MATES

Estimaﬁng Costs of New Develogment

In order to calculate the Housing Mitigation Fes, it is necessary to estimate costs to develop
rental and for-sale housing. This Study considered two approaches The first approach-
considered development costs of modest rentals and townhouse units. These costs wers based on
recent multifamily developments in Stmnyvale ‘The second approach analyzed sales prices of
new homes and condominiums sold n Slmnyvale ﬁom I anuary 2000 through May 2002 This
Study used the seccnd approach.

Costs Based on Recent Developments

Financial information was obtained on five recent or proposed multifamily housing
developments, including two assisted rental developments; two market rate rental developments,
and one multifamily, for-sale.development. Although this Study attempted fo obtain separate
information on land costs per square foot and other per square foot development costs, this was
not possible. For the two market rate rental projects, project sponsors were unable to provide a
larid cost per square foot estimate; and for one of the assisted projects, land costs did not reflect

- : : . . T -~?—1-0— ’
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actual acquisition costs. Although this Study did obtain development cost mformatlon o .

(excluding land) for all five projects, this mformatlotl was msufﬁctent upon which to base
development cost estimates for this Nexus Study

T

- Sales Prices of .Existing Single F a'mz‘ly Hau‘ses and Co;tdeminium;g‘

Analysis of recent sales data for Sunnyvale (January 2000 through May 2002) indicates that the
average and median sales prices of new single-family and condominium homes purchased were
$569,419 and $529 000 respectively. thh an average size of 1, 647 square feet and a median
siZe of 1,684, the average and median prices per square foot were $343 and $328 respectively.

Estimating Development Costs for Housing Prototvpes

For the purposes of estlmatmg development costs of the four housm g prototypes presented
below, this Study has relied on the median sales price per square foot of new housing units sold
in Sunnyvale between J anuary 2000 and May 2002. These numbers are based on 93 full priced
sales, Ideally, this analysis would have utilized 2002 sales of new homes only. However, there
were only six sales in 2002 and eleven in 2001. Thus sales in 2000 were included in erder to
have a sufficient number of observations upon Whlch to base a square foot cost ﬁgu:e Exhibit
A—6presents the price per square 1 foot for new, home sales in 2000, 2001 and 2002 as well-as for
the penod 2000-2002. - o T,

Exhibit A-6: Average and Median Prtces Per Square Foot of New Homes Suld in-
Sunnyvale (2000-2002)

. 2000 2001 2002 ._Total
Number of Sales .76 11 6 93
Average Price Per Square Foot | $339 5378 5330 £343
Median Price Per Square Foot 5324 5385 5345 £328

Sources: DataQuick and Vemnazza Wolie Associates, Inc.

Exhibit A~7 presents estlmated development costs for the affordable rental and for-sale housing
prototypes. Potential development costs range from approxmately $200,000 for a one-bedroom
apartment unit to $462,000 for a three-bedroom, two-bath townhouse.

10 Develepment costs, excluding land, ranged between $200/5q.ft. and $3;24!sq.ft. Fowr of the five developments
reported development costs within & more narrow range of between $200/sq.ft. and $233/sq.1t.
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Exhibit A-7: Housmg Prototype DeVelopment Costs ' | :
" Rental Rental - For-Sale For-Sale

Prototype (Assummes 24 du/acre) Ibd/Tbath  2bd/2bath  Zbd/2bath  -3bd/2bath’
Unit Size in Square Feet ~ © 600~ 850 L1000 1400 |

D_evelopment Cost @ 8330/sf . - §198,000 $280,500 $363,000 $462,000
|(ncludes landand all hard and soft costs.) . Ty

Sources; DataQulck and Vernazza Wolie Associates, Iuc

0. HOUSING AFFORDABILITY GAP ESTII\/IATES

The ﬁnal step in this analysis is to estimate the housmg aﬁ‘ordabdﬂy gap averaged across the

four income groups, 30%, 50%, 80% and 120% median income. A housing affordabﬂlty gap is
the difference between housing development costs and the ability to pay (for homeowners) and

the supportable mortgage (for renters). (See Eixhibits A8, A-9 and A-10.) This gap is then j
weighted equally for the four targeted income groups: For the 30% and 50% AMI groups the
.gapis based on a combination of one- and two-bedroom rental units. For the 120% AMI group,
the gap-is based ona eombmanon of two- and three-bedroom for-sale townhouses The gap for '
'the 80% AMI group is based on the average of the gaps for the rental and for-sale unit

prototypes. As Exhibit A-10 presents, the average gap figure per household is $130,237.

Finally, Exhibit A-11 summiarizes the methodology described in the Appendix. The maximum
fee that can be charged on new development i n the M-3 and M—S Dlstncts that exceeds the |
allowable FAR is $19.54/sq.&.

.S'zmnyvnle Nexus Study Appendzx
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Exhibit A-9: Housing Affordability Gap Summary BRI
Prototype (1) . 30% of 50%of 80% of 120% of
) : : Medlan lncome Median lncome Medlan lncome Median Income
For-Sale Units " : o ST e e
2-BR/2bath - 1,100 Sq. Ft. | S
" Housing Development Costs {2) - NA .. -NA . $363,000 $363,000
L ess Affordable Housing Price (3) - o S $262,541 $291,713
Affordability Gap Per Unit . NA NA - $100,459 $71,287

3-BR/2bath - 1,400 Sq. Ft.

Housing Development Costs (2) NA NA . 7 - $462,000 $462,000
- Less Affordable Housing Price (3) $291,713 $437,569
Affordability Gap per Unit NA NA $170,287 $24,431
Rental Units
4-BR/1 bath-8008g, Ft.. - .- R TR T L
Housing Developmént Costs (2) $198,000 " $198,000 - " $198,000 ' NA
Affardable Rents (3) (4) i , $519 $003 ' §1,479 '
Affordabihty Gap Per Unit 5 $171,376 - $120,218 ‘ $50,é_7‘3 ‘ NA
3-BR/2 balh - 850 Sq, Ft. | o o
Housing Development Costs (2) - $280,500 $280,500 = $280,500 _ NA
Affordable Rents (3) (4) - . o .§884 - BEBB 1644
Affordability G_ap"_'Per' Unit(5)  $247,881 $190,329 $111,72.  © NA

J

(1) 1t ls assurned that a two-person household occuples a one—bedroom unit; a three—person haousehold

-2 thres-person household unit, and a four-person household occupies a three-bedroom unit.

(2) See Exhibit A-7, . -

(3) See Exhibit A4 for affcrdeble housing costs and affordable rents.

(4) The amount of affordable rent is based on income. This amount has been reduced by $57 for cne-bedroom
units and $84 for two-bedroom unlts to account for utilities paid for by the tenant.

(8) Thegapls the differenc:e between development costs and the mortgage that can be supported by the rents.

Source; Vemaza Wplfe Asspciates !nc
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Exhibit A-10: Gap Analysis Summary .
INCOME LEVEL  AFFORDABILITY GAP
" |A. FOR-SALE HOUSING (1)
Extemely Lowlncome (30%) - ©  ° NA
Very Low-Income (50%) “NA
Low-Income (80%) . _ £135,373
" |Moderate-Income (120%) - $47,859

B. RENTAL HOUSING (2)

Extremely Low-Income (30%) , $209,628

Very Low-Income (50%) : $155,274

Low-lncome (80%) ' ' $81,003
" |Moderate-Income (120%) NA

Average Affordability Gap - Four Scenarios (3) + - - 5130,237

(1) The affordability gap is an average of the gaps for two- and three-bedroom units.
(2) The affordability gap is an average of the gaps for one- and two-bedroom units.
(3) In the average gap figure (four scenarios), the gap for the low-income gruup (80%) is the average of the rental

and for-sale housing gaps.
Souwrce: Vernazza Wolfe Associates, Inc.

Exhibit A-11: Housing Mitigation Fee Calenlation

Property Type Industrial
Density Factor 300
Prototype Project Size (square feet) 100,000
Number of Employees (size divided by density factor) 333 -
Number of Employees Moving to Sunnyvale (20% of Total) . . 67
Number of New Household Moving to Sunnyvale (total divided by 47
1.43) .
Number of New Households Requiring Subsidies (32% of Total) 15
Total Housing Affordability Gap of New Workers ($130 237 per $1,953,555
household) e
Maximum Potential Linkage Fee (Total gap divided by 100,000 319.54

square feet.)

Sotrces: Vernazza Wolfe Associates, Inc. and Sunnyvale Nexus Study Appendix.

Sunnyvale Nexus Study Appendix



City of Sunnyvale

Heousing Mitigation Fee Comparison

December 2006

2003 - Housing Mitigation per square foot

City 2006 - Houslng Mitigation per square foot Threshold/Opfions
Cupertino $225/SF Office and Industrial $2.34/SF Office and industrial No minimum threshold
Fremont Mo housing mitigation fees No housing miligation fees
’ $.88/SF (Retail/Commercial) "
$.663/5F (Discount/Service Retsail)
4 SEE/SF (Offics)
$432/Room {HolelMotel)
$.271/SF {Manufacturing)
$.0768/5F (Warehouse/Storage)
$.561/SF (Business/Commerctal Park)
$.279/SF (Industrial/High Intensity)
Livermore Notincluded in 2003 study $.176/SF {industrial/Low Intensity)l
$41.15/SF Office and RAD $13.43/SF Ofiice and R&D First 10,000 s.f. Is exempt. Construct new
WMenlo Park  )$6.07/SF Commetcial & Retail > 40,000 5.1, $7.30/SF Commerclal & Industyial unlts or pay if construction is not feasible
Milpitas No housing mitigation fees Na housing miligalion fees
$3/SF (First 10,000 SF Offica/High-Tech/Industiial} $3.18/SF (First 10,000 SF Ofiica/High-Tech/Industrial)
$6/SF (Over 40,000 SF Office/High-Tech/Industral) $6.34/SF (Over 10,000 SF Office/High-Tech/Industrial)
F1/5F (First 25,000 SF Hotel/Relall Comm/Entertmnt) §1.06/SF (First 25,000 SF HoteV/Relall Comm/Entertmnt)
Mouritain View|$2/SF (Over 25,000 5F Hotel'Retalf Comm/Entertmnt) $2.11/SF {Over 25,000 SF Hotel/Retall Comm/Entardmnt)
" |oaktand Net included in 2003 study $4.00/SF { Office/Warehouse) First 25,000 s.f. is exempt
Bulld Housing Unils Threshold: new ar
conversion 25,000 s.f, or greater on sita
with at least 20,000 gross s.f. non-exempt
Pala Alta $15.2/SF Commergia!l and Industrizl $16.01/SF Commercial and [ndustrial space .
. $2,08 /SF. Commerclal; $2.15/5F {Industrial)
Pataluma Not included in 2003 study $3.59/5F (Retail )
Pleasanton Not inciuded in 2003 study $2.44/SF {Commercjal, Office, and Induslrial)
Redwood Clty |No housing mitigalion fees No housing miligation fees
San Jose No housing miligation fees No hn.l.lsing mitigation faes
San Mateo No housing mitigatfon fees No housing mitlgation fees

Sapta Clama

Walnut Craek

No housing mitigation fees

B0
Mot inciuded in 2003 study

st

$5.00/SF (Al Commercial Uses)

ssed

jo- |

[
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May 2008

~_ City of Sunnyvale
High Intensity Office Projects with Pending Housing Mitigation Fees

Project Housing
_ ’ Total Mitigation Estimated Fee Fee Paid to Remaining Fee
Address Common Name Sq. fit. Sq fi. (at $8.00/s.f.) date @ $8.00 s.f
PROVED — </
PROJECTS "PW f
J - . _
\ZUO?——MW Juniper HQ Campus 2,436,616 1,083,308  $7,788,984.52  § - % 7,788,984.52
2005 1108 E. Evelyn Ave Proto Express 8,436 5313 5 42,504.00 $ - $  42,504.00
2005 495 E. Java Network Appliance 1,375,178 393,879 $3,631,055.68 $2,327,922.85 $ 1,303,132.83
2006 1111 Lockheed Martin Way Moffétt Towers 2,392,645 908,795 $7,2f8,360.40 $6,483,403.90 $ 794,956.50
2007 Java & Caspian Java Metro Center 387,i 92 110,624 § 884,992,00 - § 342,860.37 $ 542,131.63
Total Approved Projects $10,471,709.48
PENDING .
PROJECTS
2008 399 Java The Mérﬂn Company 208,498 58,571 $ 476,567.00 % - $ 476,567.00
2008 384 Santa Trinita The Martin Company 99,317 29,795 § 247597.00 § - $ 247,597.00

Total Pending Projects

$ 724,164.00

| jo | ebed
a INSWHOVLLY
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ATTACHMENT F
Page 1 of 2
RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
SUNNYVALE AMENDING RESOLUTION NO. XXX-08, THE
MASTER FEE SCHEDULE FOR FISCAL YEAR 2008-09,
AMENDING SECTION 3.15 (HOUSING MITIGATION FEES)
AS TO HOUSING MITIGATION FEES FOR CERTAIN HIGH
INTENSITY INDUSTRIAL DEVELOPMENTS

WHEREAS, on August 19, 2003, the City Council adopted Resolution No. 137-03 to
adopt a housing mitigation fee for certain high intensity industrial developments, and

WEHEREAS, on June 10, 2008, the City Council adopted Resolution No. XXX-08 to
adopt the Master Fee Schedule for Fiscal Year 2008-09, and

WHEREAS, staff has reviewed and recommended that the fee associated with housing
mitigation fees for certain high intensity industriai developments be revised; and

WHEREAS, the City Council is empowered to impose reasonable fees, rates, and charges
to offset the costs for municipal services;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF SUNNYVALE THAT Resolution No. XXXX-08, the Master Fee Schedule for Fiscal Year
2008-09, Section 3.15, Housing Mitigation Fees, is hereby amended to read as follows:

SECTION 3.15 HOUSING MITIGATION FEES
High Intensity Industrial Development Housing Mitigation Fee (Ch. 19.22)

Per square foot as calculated in Sunnyvale Municipal
- Code 19.22.035; '

A. ‘Fee effective August 9, 2008 | $8.95 -
B.  Projects approved prior to July 1, 2008 - $8.00*
(Fees paid between August 9, 2008 and
December 31, 2008)

~ * All future payments shall be at the fee in place at time of payment

Resas\2008\Budget\ Master Fee\HousingMitigntionFecs-Highlntensity 1



Adopted by the City Council at a regular meeting held on

following vote:

AYES:
NOES:
ABSTAIN:
ABSENT:

ATTEST:

City Clerk
(SEAL)

 APPROVED AS TO FORM AND LEGALITY:

David Kahn, City Attorney

Resos\2008\ Budgey\Master Fee'\HousingMitigationFees-Highlntensity

APPROVED:

ATTACHMENT F
Page 2 of 2

, 2008, by the

Mayor
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DRAFT MINUTES
SUNNYVALE HOUSING AND HUMAN SERVICES COMMISSION

The Housing & Human Services Commission met in a regular session in the West
Conference Room at 456 W. Olive Ave., Sunnyvale City Hall, Sunnyvale, CA 94086 on
May 28, 2008 at 7:05 with Chair Patricia Plant presiding.

ROLL CALL

Commission Members Present: Commissioners: Ann Andersen, Micki Falk, Jeremy
Hubble, Mark Johnson, Gal Josefsberg, Charles Keeler, Patrick Meyering, Patrlc;a
Plant, and Florence Tindle.

Commission Members Absent: None

Staff Present: Hanson Hom, Community Development Director, Laura Simpson,
Housing Officer, and Edith Alanis, Housing Programs Technician.

At this point Director Hanson Hom officially introduced Laura Simpson, the new Housing
Officer, to the Commission. Director Hom also announced that this was his last meeting
and that as of the next meeting Laura would be taking over the role of Staff Liaison for
the Commission. Chair Plant asked that all the Comm|SS|oners intfroduced themselves
to Laura.

There was a brief discussion on the new commissioner assignments and advised the
Commission that as of the next meeting there may be a new Comm|53|oner rep]acmg _
Commissioner Johnson in Elght that he did not reapply for his posmon

SCHEDULED PRESENTATION None

PUBLIC ANNOUNCEMENTS - None

CONSENT CALENDAR

Minutes of meeting of April 16, 2008, were inadvertently left out of the agenda and
therefore will be voted on at the next meeting.

Commissioner Johnson voiced that since he was not going fo be at the next meeting he
wanted to add that he had no issues with the content of the minutes, but thought that
they were still longer than necessary.

Director Hom commented that Council had a work session on Boards and Commissions
and one of the outcomes was trying to promote consistency on how to record and
format minutes and agendas, thus, the new format on tonight's agenda. One of the
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main issues was the minutes. Council is split on the type on minutes that they want to
see; action, summary, or detailed. The issuge is still being discussed.

He pointed out that we will continue to condense the minutes and shared that City
Clerk's office has been given the lead to develop a template for preparing minutes and
other guidelines in order to promote consistency.

There was some discussion among the Commission as to whether commissioners care-
about being identified or not in the minutes for personal statements. Some of the
comments were that sometimes it was nice 1o get credit for good ideas, but sometimes
it was a negative if anyone expressed a very strong opinion on an issue and appeared
to be singled out. It was also stated that there was no issue with being identified by
name as long as it was in a non-judgmental fashion.

NO MOTION - deferred approval of minutes to the next meeting because item was not
included in the official agenda.

1.A) Housing Mitigation RTC

Director Hom gave some historical background on the origin of the Housing
Mitigation fees. Back in 1985 the City established a linkage fee for office
developments or employment generating developments. It recognized that when
developers create more jobs, they also create the need for more affordable housing.
This fee is put in a special trust fund that is used specifically for production or
preservation of affordable housing projects.

At that time the fee was set at $7.19. In 2003, after a very detailed Nexus study was
done that determined that an increase of up to $17.63 was warranted the fee was
increased to only $8.00 st[pu{atlng that it could be reviewed every three years. The
staff recommendation is to increase the fee to $8.95.

The first issue being considered is to update the current fee based on one of the two
indexes; the Consumer Price index {CPI) or the Construction Cost index (CCl). Staff
recommends using the more gradual CP| index.

The second issue is whether the City wants to index the fees based on one of the
two indexes for future years for an automatic more gradual and consistent increase.
Staff had recommended to add an index in 2003, but Council opted to revisit the
issue in the next three or four years. Staff proposes to use the CPI as the index to be
used for future adjustments to the Housing Mitigation fees.

Director Hom clarified that the only projects that are required to pay this fee are
higher density projects or high density commercial developments. This fee only
applies to industrial office buzldlngs not to retail or lower density type of oﬁ“ces or
structures.
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There was a discussion on the comparisons to the neighboring cities practices and
the wide range of their fees and it was established that the threshold of exceeding
35% the floor area ratio (FAR) is unique to Sunnyvale.

Director Hom shared that Council recently voiced wanting a more aggressive
approach to producing affordable housing while balancing that the fees do not get so
high that it discourages developers for coming to the City.

The Commission mentioned that the fact that the Housing Mitigation fund is so large
that it may be an argument for developers to not want to pay the fee to begin with.
Director Hom explained that the fund is allowed to grow that large by design in order
to be able to use them in more significant projects that would required no less than &
million dollars at a time.

Atter further review and discussion it was also agreed that the Commission would
make recommendations on when the new fees should be applied if approved, and
on whether the Commission thought a study issue was necessary to reevaluate the
calculation method. :

Chair Plant asked for motions

Commissioner Josefsberg moved and Commissioner Andersen seconded to
accept the staff recommendation to increase the current Housing Mitigation
fee from $8.00 to $8.95 and that it be based on the CPI index

Motion passed 5-3 with commissioners Plant, Hubble, and Johnson dissenting
because they would prefer a more aggressive approach and a higher fee.

Commissioner Johnson moved and Vice Chair Tindle seconded to accept staff
recommendation to tie.the Housing Mitigation fees to the CPl index '

Motion passed 8-1 with Commlssmner Meyering dlssentlng because he thinks
that a study issue is needed.

Director Hom shared that many of the City's fees are tied to an indexing system, but
that City Council still needs to approve o adopt those fee schedules through the
budget adoption process.

Commissioner Josefsberg moved and Commissioner Hubble seconded to
accept staff recommendation on grandfathering projects by allowing projects
that have been approved prior to July 1, 2008, then the developer has up to
December 31, 2008, to pay the fee at the $8.00 rate

Motion passes unanimously 9-0 -
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Commissioner Josefsberg moved and Commissioner Andersen seconded to
have a study issue that addresses if the City should keep the current 35% FAR
as a break point in the fee structure which seems to discourage high density
development; and to explore if the fees could be even higher than they are
today to generate the City of Sunnyvale more revenue while still not
discouraging development.

Motion passed unanimously 9-0

The last item on this RTC was to impose a fee on retail development
The Commission opted to take no action on this item

-1.B) Housing Budget Review

Director Hom reminded the Commission that one of the roles of Boards and
Commissions is to provide input on the proposed budget in the areas that are within the
purview of the Commission. He also pointed out that a great portion of this was already
done when working on the recommendations for the Action Plan.

Director Hom informed that Council endorsed the Action Plan with the Commission’s
recommendations

Director Hom reviewed the excerpts that were provided in their packets and advised
that the entire City budget consists of four volumes and was available on the Clty S
website. _

The Commission’s packet included the followmg excerpts and each one was reviewed
and dlscussed :

* Housing Mitigation Fund

» . Budget Supplement No. 19 - SCVBC Funding Request
There was a discussion on the merits of this request

» Fee Schedule

Priority Ranking Criteria

Community Development — Operating Budget Spreadsheet
Program Performance Budget

Project Information Sheets

The Commission was advised that their input would be forwarded to Council.

There was further review of how the operating budget is set and how staff time is
tracked and recorded to coincide with the activities described in the program
performance budget sheets. Director Hom also pointed out that the 20 year projection
or financial planning is unlque to the City of Sunnyvale and is a good planning and
monitoring tool. :
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Director Hom clarified that there was no need to take action during this meeting, but
were welcome to give any input at any time.

Commissioner Keeler moved and Commissioner Meyering seconded to
recommend that budget supplement no. 19 for funding request by the Santa Clara
Valley Blind Center be awarded from General Funds as an exception with the
stipulation that it is on a one time basis and will not be repeated, in consideration
that the agency may not have been aware that the monies could not be moved
from fund to fund

Motion passed 5-4 with Commissioners Johnson, Plant, Hubble, and Andersen
dissenting

The dissenting Commissioners stated not being able to justify awarding the amount of
$45,000.00 considering that the other Outside Group agencies who have complied with
all the CDBG requirements were experiencing reductions and most importantly not
wanting to set a precedent that would make it appear that an agency could get funding
outside of the established process.

In further discussion it was clarified that this request would be in addition to the General
Funds already being requested to backfill the CDBG reduction, and in addition to the
funds allocated to the other service agencies such as Junior Achievement and
Leadership Sunnyvale, that are not CDBG eligible, but still go through a cornpetltl\/e )
application and qualification process to get those General Funds.

Director Hom clarified that all these funding requests will be consndered by the Council
during their budget meeting. _ .

1.C) Revision of 2008 Work Plan

The Commission was advised that there were some additions to the work plan and that
revised copies would be available at the June meeting.

1.D) Discussion of Possible Study |ssues

Director Hom reminded the Commission that study issues can be recommended any
time during the year, but as they were reminded at the April meeting, tonight was a
scheduled opportunity to bring study issue ideas.

Chair Plant asked to bring back her suggestion for a study issue on a multi-service
facility. Director Hom advised that the issue did not need to be rewritten and that staff
would make it available for input in order for her to review and medify if needed.

Commissioner Hubble suggested a study issue that addresses a more community
based zoning encouraging that new developments actually integrate with the City,
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rather than create isolated areas that do not have access to public transit or seem
disconnected from the community.

In further discussion, it was narrowed down to a study issue to lower zoning restrictions
to low income housing/affordable housing; such as parking restrictions, and to locate
more opportunities to develop more near transit oriented affordable housing areas.
Furthermore, he suggested adding a fee to developers who insist on developing
isolated areas and use that money in the same way as the Housing Mitigation fee.

Commissioner Josefsberg suggested a study issue on the how or if foreclosures will
affect the housing situation in Sunnyvale. Furthermore, he suggested exploring the
possibility of setting up a fund to help residents having to foreclose.

Commissioner Josefsberg also suggested a study that evaluated adult education being
provided to working age, low income population. Are current services meeting the
current needs?

Commissioner Hubble inquired if there are any regionalization efforts for people
interested in living in BMR homes or if applicants need to be qualified at each individual
city. If so, could there be some parinership among the surrounding cities to standardize
the process and have individuals go through the tedious process less times.

Director Hom pointed out that the politics of each city may make housing a very
sensitive issue and it is difficult to accomplish, but it can be tried.

Director Hom also pointed out that Sunnyvale does contribute to a regional effort
through the Santa Clara Trust Fund. The Santa Clara Trust Fund received fundlng from
may sources and provides a lot of services on a regional level.

Commissioner Johnson added that he felt it was worth wrltlng up the study to streamline
the BMR qualification process ona regional level. _

Laura Simpson shared an example of a non-profit that was attempting to maintain an
inventory of BMR units for a reglon and she offered to check how far they have gotten
on that effort.

Hom added that BMR qualification also involves some training for the applicants and
that sometimes surrounding cities are willing to accept that certification in lieu of the one
offered by their own city while others insist that the applicant must attend the training
offered by the specific jurisdiction.

CITIZENS TO BE HEARD None

PUBLIC HEARINGS/GENERAL BUSINESS - None
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NON-AGENDA ITEMS AND COMMENTS

» BOARDMEMBERS OR COMMISSIONERS ORAL COMMENTS
This is Commissioner Mark Johnson's last meeting and he wanted to say thanks to the
commission for the opportunity to serve and the experience as a whole.

» STAFF ORAL COMMENTS
None

INFORMATION ONLY ITEMS - None

ADJOURNMENT

Meeting adjourned at 9:15 p.m.
Respectfully submitted,

Hanson Hom
- Director of Community Development
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