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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
September 9, 2008
TO:
Mayor and Councilmembers

FROM:
Planning Division, Community Development Department
SUBJECT:
535 E. Montecito Street, Los Portales Specific Plan (SP-10)
RECOMMENDATION:
That Council review and consider the proposed Los Portales Specific Plan (“SP-10 Zone”) and direct Staff to return to the Council on September 16 and 23, 2008, to introduce and subsequently adopt, by reading of title only, An Ordinance of the Council of the City of Santa Barbara Adopting a Specific Plan for the Los Portales Specific Plan Area (“SP-10 Zone”) for Property Located at 535 E. Montecito Street, Assessor Parcel Number 031-351-010.
DISCUSSION:
Project Description
The proposed project consists of 48 residential condominium units (40 below-market rate and 8 market rate). Bermant Homes, in conjunction with the Housing Authority and the Santa Barbara Foundation, has proposed a project that is unique, in that the below-market rate units are intended to provide housing opportunities for households that would not qualify for affordable housing under the City’s Affordable Housing Policies.  In addition, the proposed project would provide housing designated for employees of businesses on the South Coast, with special emphasis on the staff of non-profit organizations that provide important services to the South Coast region.  
The 48 residential condominium units would be located in 6 three-story buildings.  In total, 24 two-bedroom and 24 three-bedroom units would be provided, and 90,966 net square feet of building area (including garages) would be constructed.  The size of the residential units would vary, ranging between 1,621 and 2,242 square feet (net area including the garage).  Each of the six buildings would contain eight residential units, would be approximately 15,161 square feet (net) in area, and would provide eight two-car garages arranged in a tandem configuration.  Two additional parking spaces would be provided on-site for guest parking, resulting in a total of 98 on-site parking spaces.  Vehicle access to and from the site would be provided by two driveways on Calle Cesar Chavez and one driveway on East Montecito Street.  A 14-foot-wide shared access easement is provided along the western perimeter of the project site.  A complete discussion of the proposed project is included in the attached Planning Commission Staff Report (see Attachment 2).
Specific Plan
The proposed project consists of the development of 40 below-market rate and 8 market rate residential condominium units in the M-1, Light Manufacturing zone, where residential units are normally not allowed; therefore, the proposal includes a request for approval of a Specific Plan to establish a zoning overlay to allow residential uses on the property.  The proposed Draft Specific Plan (SP-10) is attached (see Attachment 1 – Draft Specific Plan Ordinance).  The Draft Specific Plan Ordinance may be further refined when it returns to the Council for introduction on September 16th. 
Background: On May 4, 2004, the City Council initiated a Zoning Ordinance Amendment/Specific Plan to allow an affordable housing project on the project site.  At the time, the project was a four-story, mixed-use project including 90 affordable residential units and 8,000 square feet of commercial space.  The units were proposed to be for sale to middle and upper middle income households (earning 120-200% of the Area Median Income (AMI)).  At that time, the proposed pricing and buyer income restrictions were not described in specific terms, and the applicants expressed the desire to leave these flexible due to rising project costs.  
Subsequently, the applicants clarified the proposal to include a mix of units meeting the City’s affordability requirements and “inflation restricted units.”  The “inflation restricted units” would be targeted to families earning over 200% of AMI, although there would be no limit on household income.  These units would have been priced below market at an average of approximately $635,000.  The applicant stated that the City should select the prices for the affordable units that meet the City’s policies, and that the applicant would then calculate the mix of affordable units and “inflation restricted units,” based on the applicant’s need to balance pricing with costs.  
At the time, Staff expressed concern with creating units at income levels beyond existing affordable housing program criteria, and indicated a preference for a project that would include 66 affordable units for middle and upper-middle income households and 24 market-rate units.  Staff supported the addition of market units to meet project development costs while maximizing the number of units at City-recognized affordable levels.  A project comprised of 54 affordable units and 36 “inflation restricted units” was identified as an alternate approach.  However, there was some concern on the part of City Council that, if residential units were to be allowed on M-1 zoned property, the project would need to be 100% affordable.  There was also the recognition that this may be difficult to achieve and that some market rate units, rather than a government subsidy, would be required in order to fund the below-market rate units. 
At the June 2006 environmental scoping hearing for the 90-unit mixed-use project, several Planning Commissioners and members of the public expressed concerns regarding the change in the proposed terms of affordability as well as the mass, bulk and scale of the project.  
As a result of the issues raised by the Planning Commission and in other discussions with Staff and decision makers, the applicants developed an alternate project that consisted of a three-story, 48 condominium unit development without a commercial component.  The specific terms of affordability for the 48-unit project were not defined; however, it was stated that if some market-rate units were included, the pricing of the remaining units could be targeted to meet the City’s adopted affordability policies, or if no market rate units were included, the pricing of the units would have to be at higher “below market” prices.  

On August 8, 2006, the Council considered several project alternatives and affordability provisions and provided the applicant and staff with feedback.  Based on the comments received, the applicant withdrew the 90-unit mixed-use project and submitted the current application for the 48-unit residential project. 

The Initial Study was subsequently updated to reflect the revised, 48 unit project and another scoping hearing was held before the Planning Commission in July 2007.  With the reduction in the size of the project, the mass, bulk and scale were no longer a concern. A Draft Environmental Impact Report (EIR) was prepared and an environmental hearing on the Draft EIR was held. 

Current Proposal: Given the current economic conditions, both staff and the applicant recognize that, in order to provide reasonably priced “below-market” rate units for the majority of the development, some market rate units would be necessary.  It was determined that the appropriate mix of units would be 40 “below-market” rate units and 8 market rate units.  Generally, the Specific Plan uses the R-3 Zone as the development standard for residential use on the property.  However, the Specific Plan does not require front or interior setbacks, although the project does provide 15-foot front setbacks and an interior setback along the northerly property line due to the location of the driveway.

Although the applicant requested some changes to the staff recommendation regarding the maximum pricing and unit-mix scenario, as discussed in the attached Staff Report, the Planning Commission approved the staff recommendation with one exception. The applicant’s request “to allow the average pricing charged to the initial buyers of the 40 Below-Market Price Units to continue to increase by up to 3% annually between Planning Commission approval and the sale of the units, in order to defray increased development costs which may occur” was allowed but was changed from 3% to 2.5% annually. Staff is not in support of allowing the 2.5 % annual increase because it may make the units less affordable and thus provide less public benefit. 

The Planning Commission approved the proposed project with a vote of 5-1 with the following added conditions: 1) photovoltaics shall be provided in all market units and shall be stubbed in for all remaining units; 2)  construction hours shall be extended as requested by the applicant (from 7 am to 6 pm and on weekends); 3) the ABR is to consider the expansion of a more open area at the corner of the property but the design shall not result in the loss of a unit ; 4) the Specific Plan shall state that at least one owner of each Below-Market Price Unit shall be employed in the city of Santa Barbara, rather than “employed on the South Coast of Santa Barbara County”; and 5) the Homeowner’s Association shall include a budget to create a tot lot in the open space onsite.  

Staff is not in full agreement with the Planning Commission action and would like the Council to consider the original recommendation to set the sales price at time of approval and, in regard to condition number 4 above, we suggest that the unit be targeted to an employee on the South Coast (Ventura County Line to Gaviota).  Staff is concerned that limiting residents only to persons who work within the City limits does not reflect the City’s regional perspective on the nature of the housing market.  Hence, the attached Draft Specific Plan Ordinance has not yet been revised to address the changes requested by the Planning Commission. 

Environmental Review

As required under the California Environmental Quality Act (CEQA), an Environmental Impact Report (EIR) was prepared to evaluate physical environmental effects resulting from the project and proposed Specific Plan (see Attachment 3 - Certified Final EIR). 

The proposed Final EIR concluded that the proposed project would result in significant, unavoidable cumulative traffic impacts at the Gutierrez Street/Garden Street intersection and at the Garden Street/U.S. 101 northbound ramps intersection, as well as the significant unavoidable parking impacts. 
On August 21, 2008, the Planning Commission certified the Final EIR for the project and made findings pursuant to the California Environmental Quality Act Guidelines Sections 15091 (Findings) and 15093 (Statement of Overriding Considerations) and approved the proposed project contingent upon adoption of the Specific Plan by the City Council.  

SUSTAINABILITY IMPACT:
The Final Environmental Impact Report contains a sustainable development evaluation section that describes the project’s consistency with a variety of programs and concepts that promote sustainable development. 

NOTE:
The Certified Final EIR is available for review in the City Clerk’s Office at 735 Anacapa Street, or at the Community Development Department, 630 Garden Street.  It is also available online at: http://www.santabarbaraca.gov/Resident/Environmental_Documents/535_East_Montecito/
ATTACHMENTS:
1.
Draft Specific Plan Ordinance 

2.
Planning Commission Staff Report – August 21, 2008
PREPARED BY:
Kathleen Kennedy, Associate Planner
SUBMITTED BY:
Paul Casey, Community Development Director
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