
 

   
 

   
 
 
 
October 31, 2024 
 
TO:  Mayor and City Council 
 
FROM:  Timmi Tway, Community Development Director 
 
SUBJECT: San Luis Ranch Proposed Lot 7 Amendments 
 
 
The proposed San Luis Ranch Lot 7 General Plan and Specific Plan amendments have been 
scheduled for City Council review of initiation on December 10, 2024. A complete agenda report 
with current project description, fiscal impact analysis considerations, and staff analysis will be 
provided prior to the meeting. 
 
City staff is providing this memo to address specific points identified in San Luis Ranch’s October 
9, 2024 letter to City Council and provide additional context for Council’s benefit. 
 
70 Affordable Units by PSHH 
The 70 affordable units noted in the SLR Lot 7 project description for construction by People’s 
Self Help Housing (PSHH) are an existing project requirement which are necessary to fulfill SLR’s 
inclusionary housing requirement.  
 
The originally approved 2017 Specific Plan and Development Agreement required SLR to 
construct either a total of 68 affordable units, or 34 affordable units and payment of in-lieu fees 
for the commercial development. These calculations were based on the Inclusionary Ordinance 
in place in 2017: 
 

2017 
Approval 

Number of Affordable 
Units 

Location & Requirement Status 

 4 low-income units  
 

Required in single-family  
Zoning NG-23 

Completed by SLR 

 4 moderate income 
units  

Required in single-family 
Zoning NG-10 

Completed by SLR 

 26 very-low-income 
units 

Required in multi-family  
Zoning NG-30 

Not yet constructed 

 34 inclusionary housing 
units or payment of in-
lieu fees  
 

Required to fulfill commercial 
inclusionary requirement 
Based on amount of commercial 
acreage 

Not yet constructed 

2017 
Total:  
 

68 affordable units or  
34 affordable units and payment of in-lieu fees 

- 8 constructed 
- 60 units not 

constructed 

 
 
A Specific Plan amendment was approved in November 2020 to transfer the 26 required very-
low-income affordable units from the multi-family portion of SLR to a mixed-use project on Lot 7 
(which, at the time, was a mixed-use site proposed as a majority commercial).  As a project benefit 
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proposed in exchange for the City allowing the transfer of the units to Lot 7, the developer offered 
to deliver at least four and potentially up to 17 additional very-low-income housing units with the 
2020 Specific Plan amendment, thereby bringing the total affordable housing units in the PSHH 
project on Lot 7 to between 64-77 units. 4 low-income and 4 moderate-income units were 
constructed in the single-family residential area, as required. Therefore, with the 2020 Specific 
Plan amendment plus the 8 units that were constructed in the single-family area, the total number 
of required affordable units have now reached 72-85 within the SLR Specific Plan area. SLR has, 
to date, constructed 8 of these units, leaving a remaining requirement of 64-77 units. The following 
table illustrates the affordable units currently required in the project and the current status of 
construction: 

2020 
Approval 

Number of 
Affordable units 

Location & Requirement Status 

4 low-income units Required in single-family 
Zoning NG-23 

completed 

4 moderate income 
units 

Required in single-family 
Zoning NG-10 

completed 

26 very-low-income 
units 

Previously required within multi-family 
development - Transferred in 2020 
from multi-family to Lot 7 

Not constructed 
* Planned to be
developed by PSHH

34 inclusionary 
housing units or 
payment of in-lieu fees 

Required to fulfill commercial 
inclusionary requirement 

Not constructed 
* Planned to be
developed by PSHH

Between 4 to 17 
additional very-low-
income units 

Project benefit in exchange for 
transfer of 26 very-low-income units 
from multi-family site to Lot 7 

Not constructed 
* Planned to be
developed by PSHH

2020 Total: 72-85 affordable units (total units within SLR)
Of this total, 64-77 are to be constructed on Lot 7 by PSHH

- 8 constructed
- 64-77 units

unfulfilled

The October 9, 2024 letter from SLR to Council members stated that PSHH will provide at least 
70 inclusionary units for low and very-low income tenants. In a July 18, 2024 response to City 
staff, the applicant included the following affordable housing proposal. Levels of affordability 
(very-low, low, or moderate income) have not been identified for units on Lot 7. SLR’s current 
proposal includes: 

2024 SLR 
Proposal 

Number of Affordable 
units 

Location & Requirement Status 

4 low-income units Required in single-family 
Zoning NG-23 

completed 

4 moderate income units Required in single-family 
Zoning NG-10 

completed 

26 very-low-income 
units 

Previously required within multi-family 
development - Transferred in 2020 
from multi-family to Lot 7 

Not constructed 
* Planned to be
developed by PSHH
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 15 inclusionary housing 
units  

Proposed for commercial inclusionary, 
based on 2017 Inclusionary 
Ordinance:  
• 0.5 acre Lot 7 Commercial – 1 unit 
• 3.5 acre Hotel – 7 units 
• 3.7 acre Office use – 7 units 

Not constructed 
* Planned to be 
developed by PSHH 

 28 affordable units  10% of the additional 276 market rate 
units proposed on Lot 7 required to be 
affordable, based on current 
Inclusionary Ordinance requirement 

Not constructed 
* Planned to be 
developed by PSHH 

 Potentially between 0 to 
13 additional affordable 
units if PSHH can 
secure funding 

Additional units beyond required 
minimums no longer guaranteed in 
current proposal 

Not constructed 
* Planned to be 
developed by PSHH 

2024 
Proposed 
Total:  
 

77-90 affordable units (total units within SLR) 
Of this total, 69-82 are proposed to be constructed on Lot 7 
by PSHH 

- 8 constructed 
- 69-74 remaining 

units unfulfilled 

 
 
Timing of Affordable Unit Construction 
Currently, San Luis Ranch has an outstanding obligation for 26 very-low-income units that has 
not been fulfilled, that are required due to the existing development of the multi-family portion of 
the SLR project which was completed in September 2024. The SLR Affordable Housing 
Agreement, which was recorded in September 2020 (prior to Council approval of the transfer of 
the 26 very-low-income units) states that the 26 very-low-income units “shall be constructed in 
proportion to the construction of the other units in the NG-30 Zone, or as stated in condition of 
approval of future NG-30 Zone development approval.” 
 
At the time of the 2020 Specific Plan amendment and the NG-30 development approval, SLR was 
resistant to a timing condition for construction of the affordable units. City ordinance requires that 
inclusionary units “be constructed concurrently with market rate units, unless an alternative 
development schedule is otherwise stipulated by the applicable review authority.” City ordinance 
also requires inclusionary units to be dispersed throughout the residential development project to 
prevent a concentration of affordable units and ensure concurrent construction of affordable units, 
and requires that the affordable units be consistent with the design of market rate units in terms 
of exterior appearance, materials, and finished quality. SLR was provided some relief from strict 
adherence to the Inclusionary Ordinance, including the dispersed location and design of the units, 
in 2020 in exchange for 4 to 17 additional affordable housing units.  A construction timing condition 
was not included in the resolution of approval with the 2020 amendment or the NG-30 
development approval.  However, the recorded Affordable Housing Agreement still states that the 
26 very-low-income units shall be constructed in proportion to the construction of the other units 
in the NG-30 Zone.  See Attachment 1, SLR Affordable Housing Agreement, and the following link 
to the November 2020 Council Agenda Report. 
 
City staff has concerns that the applicant has not made sufficient effort to facilitate construction of 
the affordable units required as part of the 2020 Lot 7 project approval and Specific Plan 
amendment.   Site control of the PSHH parcel on Lot 7 is necessary for PSHH to apply for grant 
funding for project construction. San Luis Ranch has expressed concern that recording the tract 
map for this lot would trigger improvement requirements that will change with the new lot 

https://sanluisobispo.municipal.codes/Code/17.138.050
https://opengov.slocity.org/WebLink/DocView.aspx?id=131239&dbid=0&repo=CityClerk
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configuration in the proposal that is currently being processed. In their October 9, 2024 letter, San 
Luis Ranch proposes to bond for the site improvements associated with providing utilities and 
access to the PSHH lot. City staff is agreeable to this and has been recommending that SLR 
record the final map (or a portion of the map as a phased map) and bond for improvements to 
facilitate a shovel ready project for PSHH. Tract 3142 can be recorded by SLR at any time (in 
whole or as a phased final map) to facilitate this transfer of ownership. An amendment to Lot 7 is 
not needed to complete this map recordation or bonding. 
 
In their October 9th letter, SLR proposes dedication of the recorded legal parcel to PSHH and 
payment to PSHH of $500,000, and in exchange requests that Lot 7 be free of any construction 
start or occupancy restrictions related to the affordable component of the project. Staff has 
concerns that this proposal does not ensure the project obligations to provide affordable housing 
are fulfilled, and does not meet the intent of the DA or the City’s Inclusionary Ordinance. City staff 
strongly recommends that any Specific Plan amendment to increase the market rate units on Lot 
7 should also include a condition for timing of construction of any required affordable housing 
units in order to ensure that those units are constructed. 
 
 
Impact Fees 
The 2018 Development Agreement for SLR included provisions to lock in development impact 
fees for construction of 580 units. These fees are substantially lower than impacts fees charged 
on permits today. It is City staff’s position that the provision for lower fees does not extend to the 
additional 276 market rate units currently proposed for entitlement on Lot 7, as they were not 
contemplated during the development and approval of the Development Agreement. Based on 
the 2018 DA, SLR has paid permit and impact fees of approximately $21,000 per multi-family unit.  
Current fees for multi-family units would be approximately $41,000 per unit. The difference in fees 
between what the DA locked in for the original 580 units and current fees today equates to a total 
of about $5.5 million in permit and impact fees for the additional 276 housing units proposed.   
 
The $5.5 million in additional fees that is identified by SLR in the October 9, 2024 letter reflects 
the standard development fee payment for any residential project submitted under the 2024 fee 
schedule. These fees are adopted by City Council to cover the cost of development, including 
impacts to citywide transportation, fire and police, parks, and other City facilities. The City is 
currently working on an impact fee update, which is expected to go to Council for adoption in 
2025. Payment of current fees is a standard project requirement. If the Developer wishes to 
negotiate the payment of fees that are different from the now current fees, staff recommends that 
this be considered through an amendment to the Development Agreement. 
 
 
Fiscal Impact Analysis  
The October 9th SLR letter is correct in its statement that as identified in the ADE Fiscal Impact 
Analysis, the overall SLR Specific Plan area remains fiscally positive for the City even with the 
proposed changes to Lot 7. The City’s consultant, EPS, has confirmed ADE’s overall projection. 
However, this positive fiscal projection is a result of other variables, including Measure G, inflation, 
and increased home values which have occurred in the past few years. The currently proposed 
project amendment would create a project that is not as fiscally positive as initially conceived in 
2017, even with those factors considered, and the proposed amendment removes the fiscal gains 
that the City has made in recent years by increasing City expenses and removing tax generating 
uses. The City has asked EPS to look into the additional issues raised by SLR, including loss of 
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property tax that will result from the sale of 120 units to Cal Poly (Harvest Lofts), and the updated 
commercial and residential unit counts currently proposed and previously approved on Lot 7.  The 
City is actively working with Cal Poly to determine the amount of lost property tax revenue and to 
attempt to negotiate alternative methods of payment. Additional fiscal impact calculations are 
currently being developed and will be provided in the agenda report prior to the December 10th 
City council meeting, 
 
The Lot 7 commercial development has been a major project component since the project’s initial 
conception. It was included in the 2014 General Plan Land Use update, and was a major 
consideration during the tax negotiations with the County prior to annexation of the SLR site. The 
tax revenue expected from the originally approved 150,000 square foot commercial development 
within SLR was a factor in the Development Agreement negotiations and the establishment of the 
Community Facilities District special taxes. The loss of expected tax revenue changes the 
outcome of all of these previously negotiated agreements. The subject Lot 7 11.44-acre parcel is 
uniquely positioned on a future major highway interchange, in which the City is investing 
substantial tax dollars to install.  
 
As noted in SLR’s project summary, commercial development at this location prior to construction 
of highway interchange has not had much interest. The current site plan was approved by City 
Council in November 2020, and SLR’s discussions with the City for the proposal to convert to the 
remaining commercial property to residential began in 2022. If a General Plan amendment is 
approved to allow residential at this location, future tax dollars will be impacted and the City will 
not be able to replace the loss of prime commercial land. As the Council reviews this proposed 
General Plan amendment, the competing Council goals of providing additional housing and future 
fiscal sustainability for the City will be considered. 
 

 
Required Applications for Processing Proposed Amendment 
The currently proposed San Luis Ranch Lot 7 development will require the following applications 
if Council authorizes the project to proceed: 
 

• General Plan Amendment – Amend Section 8.1.4 “Special Focus Area #2” to reduce 
required commercial square footage and increase allowable number of residential units. 
Amend General Plan land use designation from Neighborhood Commercial (maximum 12 
dwelling units per acre) to General Retail (maximum 36 dwelling units per acre.) 1 

• Specific Plan Amendment – SLR Specific Plan to be updated to reflect proposed Lot 7 
changes, proposed land use plan, and update development standards. 

• Development Agreement Amendment – Current DA is for 580 units. Update DA to 
incorporate additional 276 market rate units and affordable housing provisions. 

 
1 City staff originally advised SLR to submit a zoning designation amendment, as the current Neighborhood 
Commercial zoning limits residential density to a maximum 12 dwelling units per acre. However, following 
review by counsel, it has been determined that the Specific Plan overlay supersedes the underlying zoning. 
The zoning can remain as is, provided that the Specific Plan is updated to reflect the proposed density and 
development standards.  
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• Affordable Housing Agreement Amendment – The SLR AHA was recorded September 
2020. Does not address Lot 7 affordable housing units. 

• Tentative Tract Map – Tract 3142 was approved in 2020 for an 11-lot primarily commercial 
development. New tentative map required to correspond to proposed residential 
development, including lot configuration, grading and drainage, and site improvements. 

• Development Plan – ARC and PC review of proposed site development plan and 
architectural review. 

• Environmental review – Per the California Environmental Quality Act (CEQA). Appropriate 
approach to CEQA has not yet been determined.   

• ALUC review – Because there would be General Plan and Specific Plan Amendments, the 
project would be referred to the San Luis Obispo County Airport Land Use Commission 
(ALUC) to determine conformity with the adopted Airport Land Use Plan (ALUP). 

 
 
 
 
 
Attachment 1: SLR Affordable Housing Agreement 
Attachment 2: DA Financing Plan, Community Benefits 
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Community Benefits

The San Luis Ranch Project, by virtue of its development and conforming to City planning
policies, regulatory standards, and mitigating potential environmental impacts, will confer a
range of community benefits in the City of San Luis Obispo. These positive effects of the project
including community development objectives or social, economic and/or fiscal benefits, while a
precondition for a development agreement, are considered as extraordinary community benefits:   

1. Creating a new residential neighborhood and commercial district in the City consistent with
General Plan policies. 

2. Providing a range of housing prototypes that include small, higher density units that will be
affordable by design”. 

3. Providing new housing targeted at the City’s lower income and working families and including
34 contractually price-restricted affordable ( inclusionary) housing units, and an additional 14
price-restricted workforce housing units. 

4. Achieving “net-zero” energy consumption and other energy efficiency standards. 

5. Generating employment opportunities for the City’s construction-related companies and
workers. 

6. Financing infrastructure that in addition to meeting travel demands created by the Project

relieves existing congestion and provides additional capacity for other future development. 

7. Providing more than 50 acres of open space including land set aside for continued
agricultural use preserving the area’s agricultural heritage. 

Extraordinary Community Benefits

Extraordinary” community benefits of a development project are public improvements or other
material offerings that cannot be required by the City based on its code requirements or CEQA

mitigation, each which must meet Constitutional statutory standards to achieve the “rational
nexus” test. A complete listing of the extraordinary community benefits being offered by the San
Luis Ranch Developer is shown in Table 2. Specifically, the developer has committed to
constructing or funding improvements or mitigating impacts that exceed the mitigation measures

specified in the project environmental impact report or other City-determined requirements. The
developer has also agreed to build a public improvement in advance of when it might otherwise
be required. For example, an intersection improvement that may not be required to mitigate

project-induced congestion until five years in the future could be built in advance, assuring that
the improvement is constructed and conferring congestion reduction immediately. These
improvements include the following: 

1. Land and Building Dedications

2. Multi-Modal Transportation Improvements and Programs

3. Energy and Water Conservation Features

4. Affordable and Workforce Housing Programs

Taken as a whole these cited community benefits total $14.25 million. The estimates were
prepared by the Developer’s financial consultant, Kosmont Companies, and have been reviewed
for the reasonableness of the assumptions used and computational accuracy by EPS. 
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Table 2 Summary of Extraordinary Community Benefits

Comparing the Value of Community Benefits with Value Received by Developer

As part of reaching a Development Agreement it is customary that the community benefits
offered by the Developer meet or exceed the value(s) conferred on the Developer by the City. As
a general measure the extraordinary community benefits offered should meet or exceed the
estimated value of the vested entitlement to the developer combined with the additional benefit

to the developer from other special terms granted by the City (e.g., infrastructure financing
contributions, formation of financing districts, etc.). 

Value of Vesting the Entitlement

As a part of this effort a review of the Developer’s pro forma financial analysis was conducted by
EPS, subject to the terms of a non-disclosure agreement. Applying the standard method of
measuring a reduction in the “threshold IRR” associated with reduced risks and costs to the San
Luis Ranch project associated with two vesting assurances: 1) elimination of future planning or

regulatory changes ( i.e., rezoning of the Project area) and 2) assuring project development
phasing through a fixed allocation of housing units pursuant to City’s Growth Management
Ordinance.  These two considerations are estimated to confer a value of approximately
2.75 million to the Developer. 

Dollar Value Beyond
SLR's Fair Share

1.0 Land and Building Dedications

1.1 Agricultural Heritage and Learning Center - Building Costs (Net of Mitigation Requirements)$ 2,025,000

2.0 Multi-Modal Transportation

2.1 Bike Share/Rental $ 290,000

2.2 Car Sharing/Park & Ride $ 290,000

2.3 Electric Car Charging Stations $ 240,000

3.0 Energy and Water Conservation Features

3.1 Solar PV [1]$ 3,204,500

3.2 Building Efficiency/Net Zero $ 725,000

4.0 Affordable and Workforce Housing Programs

4.0 Priority for SLO Residents, Workers (1.5% of Initial Sales Value)$ 4,468,875

4.2 Owner Occupancy Restriction on NG-10 and NG-23 Units (1.5% of Initial Sales Value)$ 2,703,000

4.3 Local Heroes Program - Minimum of $1,500 Incentive per Home (Assuming Approx. 200 Homes)$ 300,000

14,250,000

1]

Sources: San Luis Ranch; City of San Luis Obispo; Kosmont Companies; Economic & Planning Systems, Inc.

Extraordinary Community Benefit Items Offered by San Luis Ranch

Total Extraordinary Community Benefits (Rounded)

Total cost of Item 3.1 is $4,930,000. San Luis Ranch's fair share is 35%, or $1,725,500. The balance of $3,204,500 represents value to
the City beyond San Luis Ranch's fair share. 
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