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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
May 14, 2013
TO:
Ordinance Committee
FROM:
Planning Division, Community Development Department 

SUBJECT:
Municipal Code Amendments for Implementation of the Average Unit-Size Density (AUD) Incentive Program
RECOMMENDATION:  
That the Ordinance Committee consider proposed amendments to the Municipal Code for implementation of the Average Unit-Size Density Incentive Program.
EXECUTIVE SUMMARY:

The proposed Average Unit-Size Density (AUD) Incentive Program carries out a key program directed by the 2011 General Plan.  The Program facilitates the construction of smaller housing units by allowing increased density and development standard incentives.  Housing types that provide housing opportunities to the City’s workforce are encouraged and facilitated by the AUD Program.
The AUD Program ordinance amendments will be contained in a new Zoning Ordinance Chapter (28.20) to the Municipal Code.  The ordinance amendments establish the parameters of the AUD Program, including purpose, definitions, density incentives, development incentives, and building height exception findings and process.  The Program will be tested for a period of 8-years, or until 250 units are constructed in designated areas of the City, whichever occurs sooner.  During the trial period, the existing Variable Density Program would be suspended.  If at the end of the trial period (8 years or 250 units), the City Council does not extend or modify the AUD Program, the residential density standards will return to the standards in place before adoption of the 2011 General Plan. 
DISCUSSION:
Background

The AUD Program is directed by General Plan policies in the Land Use and Housing Elements.  The Program is designed to encourage smaller units through the application of increased densities based on average unit sizes.  The smaller the average unit size, the greater the densities allowed within the three designated density tiers: Medium-High, High, and Priority Housing Overlay.  Increased densities would be allowed in most multi-family and commercial zones under the Medium-High and High Density land use designations.  Additional densities would be allowed for priority housing projects (i.e., rental, employer sponsored housing, and limited equity housing cooperatives) located in the Priority Housing Overlay area.  The overlay applies in the High Density areas and C-M zoned properties located in the Haley/Cota corridor, as shown in the Average Unit-Size Density Incentive Program Map (Attachment 1, Exhibit A). 
The AUD Program also allows reduction and/or flexibility in parking, setback, open space, distance between buildings and building height standards.  These incentives are proposed to encourage development of smaller units and buildings, with particular emphasis on priority housing.
On April 10, 2012, the City Council initiated the Zoning Ordinance amendments to implement the AUD Program.  Following adoption of the ordinance amendments, the AUD Program will be in effect for eight years, or until 250 units have been constructed in the High Density areas and applicable C-M zoned properties, whichever occurs sooner.
The existing Variable Density Program provisions would be suspended during the AUD Program trial period.  Prior to the end of the 8-year trial period, the Council will consider whether to extend or modify the Program.  If the Program is not extended or modified, the residential density will revert back to the Variable Density standards in place prior to adoption of the 2011 General Plan Update.  
To further develop the AUD Program components, Staff sought feedback and direction from the Planning Commission, Design Review Boards, a technical advisory group of community members, and the public.  In addition, a community forum was held with employers, developers and lenders to identify ways to create a viable and successful Employers Sponsored Housing Program.
On April 11, 2013, the Planning Commission reviewed the draft AUD Program Ordinance and unanimously voted to forward the ordinance with revisions to the Council Ordinance Committee for consideration (Attachment 2).  The discussion below highlights the key comments and direction provided by the Planning Commission. 
Housing Types
A primary goal of the 2011 General Plan is to encourage the construction of housing that is more affordable to the City’s workforce, with special emphasis on priority housing.  This type of housing is considered a community benefit land use and is supported by numerous policies and programs in both the Land Use and Housing Elements, directing the implementation of the AUD Program.  

The Planning Commission supports the basic premise of the AUD Program to allow higher densities in exchange for smaller units, especially for units intended to house the City’s workforce.  While the Commission agrees with the parameters of the priority housing types, they recommended that the ordinance be clearer regarding the employer sponsored housing requirement that at least one person per household be employed in the south coast region of Santa Barbara County and that the units be restricted to primary residences.  The Planning Commission also requested that language be added to the ordinance explicitly stating that employer sponsored housing projects offering market rate ownership units would not be subject to the City’s inclusionary housing requirements.
Inclusionary units would continue to be required for market rate ownership units (excluding employer sponsored housing) developed under the AUD.  This requirement promotes the City’s goal of adding affordable housing units to the housing stock, as well as increasing the availability of units for middle and upper middle income households.  Most Commissioners agreed with this requirement; however two Commissioners felt that imposing this provision on market rate housing developed under the AUD Program would increase the unit cost if the market rate housing were reduced by the inclusionary units.  Also of concern was that counting inclusionary units would distort the 250 unit test results.
Unit Size
As part of the 2011 General Plan adoption, the City Council approved density ranges for the Medium-High (15-27 du/ac), and High Density (28-36 du/ac) designations, as well as the Priority Housing Overlay (37-63 du/ac).  The corresponding maximum average unit size for each density tier was later finalized by Staff with assistance from a technical advisory group.  Subsequently, the unit size ranges were presented to the Planning Commission, Architectural Board of Review and Historic Landmarks Commission.
On April 11, 2013, the majority of the Planning Commission found that the maximum average unit size ranges were reasonable and appropriate.  However, two Commissioners felt that the maximum average unit size range (805 SF to 1,450 SF) for the Medium-High density tier should be larger and suggested an increase from .50 FAR to .65 FAR to improve the marketability of these units.  
Development Standards
Policies contained in the Housing Element promote more flexibility in development standards to encourage and facilitate the construction of additional housing.  In support of these policies, the AUD Program offers incentives and/or flexibility in the application of development standards related to parking, setbacks, open space, distance between buildings and building height.  On April 11, 2013, the Planning Commission reviewed and accepted the proposed AUD Program development incentives with recommended revisions as described below.  
Parking Requirements
During the 2011 General Plan adoption, the City Council determined the parking requirement for AUD projects to be one parking space per unit and no requirement to provide guest parking.  The AUD Program ordinance reflects the Council’s direction.  Please note that projects may choose to provide more than one parking space per residential unit; however, the reduction in parking is intended to assist with unit affordability as well as help decrease building mass.  The Planning Commission did not recommend changes to this requirement.
Setback Requirements
The setback requirements for AUD projects are intended to provide more flexibility, especially for 100% residential projects developed in commercial zones.  Initially, the AUD Program ordinance included a provision to implement a 5’ variable front setback for AUD mixed use projects developed in the C-2 and C-M zone districts (excluding State Street and first blocks of cross streets between Montecito and Sola Streets).  Exclusively residential projects would apply the R-3/R-4 setback standards of the AUD Program ordinance.  At the Planning Commission hearing of April 11, 2013, public comment was received from Santa Barbara for All (SB4All) requesting that development incentives related to front setbacks in commercial zones be applied similarly to mixed use and exclusively residential projects in order to incentivize residential units rather than commercial space (Attachment 3).  The following describes SB4All’s proposal:

· C-2 and C-M Zones:  SB4All’s proposal would require a 10’ variable front setback for exclusively residential buildings or structures in the C-2 and C-M zones where ground floor residential units face the public street.  Additionally, a variable front setback of 5’ would apply for other uses within the structure (e.g., community center, parking structure).  This would continue to allow community rooms, administrative office and parking garages associated with the residential use to meet the mixed use 5’ variable setback requirement.  
· All Other Zones:  Similar to the C-2 and C-M front setback proposal described above, exclusively residential projects developed in HRC-2, R-O, C-P, C-L, C-1, and OC zones would apply a 10’ variable setback for ground floor residential units facing the street.  All other nonresidential uses associated with the residential use would apply a 5’ variable setback.
The Planning Commission agreed with SB4All’s proposal that both mixed use and exclusively residential projects in commercial zones should be further encouraged by requiring the same setback incentives.  Staff concurs with the spirit of this approach, and proposes setback requirements for mixed use and exclusively residential projects in applicable commercial zones (R-O, C-P, C-L, C-1, C-2, C-M,) allow a 5’ variable front setback.  This helps to simplify the ordinance and provide uniformity in the application of setback requirements for all AUD projects developed in commercial zones.  The HRC-2 and OC zones would continue to apply setback standards required by their respective zone until the Coastal Zone Map Amendment is completed.  
Open Space Requirements
There are two methods of applying outdoor living space requirements to multi-family or mixed use projects.  Projects have the option of selecting one of the following methods:
1. Method A, Private Outdoor Living Space Method:  Project’s electing this method are required to provide the following:
· A private outdoor living space for each dwelling unit (with specific requirements);
· An on-grade open space area of not less than 10% of the net lot area; and 

· A common open area with minimum dimensions of 15’ x 15’.
Staff initially recommended eliminating the 10% open space requirement for mixed use projects developing under the AUD Program.  Exclusively residential AUD projects developed in commercial zones would be required to provide the 10% open space consistent with the R-3/R-4 standards.  In an effort to further encourage 100% residential AUD projects in commercial zones, the Planning Commission supported SB4All’s proposal to apply equivalent open space incentives to all AUD projects developed in commercial zones.  This incentive will provide flexibility in project design, thus facilitating additional residential units as part of the project.  Staff believes that offering this incentive is reasonable in order to gain additional affordable and workforce units.

2. Method B, Common Outdoor Living Space Method:  Projects electing this method are required to provide a common outdoor living space of at least 15% of the net lot area, subject to the following:

· The area must be on-grade;

· The area may be provided on multiple locations;

· At least one location must be a dimension of 20’ x 20’; and 

· The area may include the interior and rear setbacks, but not the front yard.
Applying this method has been problematic for projects, especially those proposing at-grade parking garages.  To accommodate the 15% common outdoor living space requirement on the ground projects must decrease floor area, which could result in fewer residential units.  Staff proposes allowing the 15% common outdoor living space at grade or any floor of the building to help make possible more units in a project.  In addition, AUD projects located within ¼ mile from a park may reduce the common outdoor living space requirement to 10%.  The Planning Commission concurred with this reduction and further recommended that these incentives be applied to all AUD projects developed in commercial zones.
Building Heights/Findings/Process
Implementation Action LG12.4 of the General Plan Land Use Element calls for special findings and a super majority (five affirmative votes) approval by the Planning Commission for Community Benefit projects that exceed 45’ in height.  To implement LG12.4, amendments to the C-2, C-M, M-1, and OM-1 zoning districts are proposed limiting building height to 45’ or less unless the project is a Community Benefit project.  Currently, these zones allow four stories, not to exceed 60’ in height.  
The Planning Commission would be the responsible body for reviewing and approving Community Benefit building heights exceeding 45’.  The draft ordinance provides that a super majority vote and findings related to demonstrated need, architecture and design, livability, and sensitivity to context are required to approve these buildings.  Building height decisions made by the Planning Commission would not be appealable to the City Council.
The Planning Commission discussed the process for building height exceptions and expressed concern regarding the super majority vote and the inability to appeal their decision to the City Council.  During an informal straw vote, the Commission was split (3/3) that a super majority vote be required to approve building heights above 45’.  Concern was voiced that this requirement is problematic when five affirmative votes are required and only four commissioners are present making it necessary to continue the item.  Additionally, a majority of the Commission (4/2) was concerned with the provision that building height decisions would not be appealable to the City Council, stating that applicants should have the right to appeal this decision.
Recommendation
Staff requests that the Committee review and comment on the policy basis for the ordinance as outlined above.  The City Attorney will finalize the drafting of the ordinance to be considered at a subsequent Ordinance Committee meeting.
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