919 Palm Street, San Luis Obispo, CA 93401-3218
805.781.7170

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 Number of Affordable | Location & Requirement Status
Approval | Units
4 low-income units Required in single-family Completed by SLR
Zoning NG-23
4 moderate income Required in single-family Completed by SLR
units Zoning NG-10
26 very-low-income Required in multi-family Not yet constructed
units Zoning NG-30
34 inclusionary housing | Required to fulfill commercial Not yet constructed
units or payment of in- inclusionary requirement
lieu fees Based on amount of commercial
acreage
2017 68 affordable units or - 8 constructed
Total: 34 affordable units and payment of in-lieu fees - 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 Number of Location & Requirement Status
Approval Affordable units
4 low-income units Required in single-family completed
Zoning NG-23
4 moderate income Required in single-family completed
units Zoning NG-10
26 very-low-income Previously required within multi-family | Not constructed
units development - Transferred in 2020 * Planned to be
from multi-family to Lot 7 developed by PSHH
34 inclusionary Required to fulfill commercial Not constructed
housing units or inclusionary requirement * Planned to be
payment of in-lieu fees developed by PSHH
Between 4 to 17 Project benefit in exchange for Not constructed
additional very-low- transfer of 26 very-low-income units * Planned to be
income units from multi-family site to Lot 7 developed by PSHH
2020 Total: 72-85 affordable units (total units within SLR) - 8 constructed
Of this total, 64-77 are to be constructed on Lot 7 by PSHH | - 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 Number of Affordable Location & Requirement Status
Proposal units
4 low-income units Required in single-family completed
Zoning NG-23
4 moderate income units | Required in single-family completed
Zoning NG-10
26 very-low-income Previously required within multi-family | Not constructed
units development - Transferred in 2020 * Planned to be
from multi-family to Lot 7 developed by PSHH
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15 inclusionary housing | Proposed for commercial inclusionary, | Not constructed
units based on 2017 Inclusionary * Planned to be
Ordinance: developed by PSHH
e 0.5 acre Lot 7 Commercial — 1 unit
e 3.5 acre Hotel — 7 units
e 3.7 acre Office use — 7 units
28 affordable units 10% of the additional 276 market rate | Not constructed
units proposed on Lot 7 required to be | * Planned to be
affordable, based on current developed by PSHH
Inclusionary Ordinance requirement
Potentially between 0 to | Additional units beyond required Not constructed
13 additional affordable | minimums no longer guaranteed in * Planned to be
units if PSHH can current proposal developed by PSHH
secure funding
2024 77-90 affordable units (total units within SLR) - 8 constructed
Proposed | Of this total, 69-82 are proposed to be constructed on Lot 7 - 69-74 remaining
Total: by PSHH 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 9™ 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 9™ 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 10™
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:

e 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.) '

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

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

' 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.



Memorandum
San Luis Ranch Proposed Lot 7 Amendments
Page 6

e Affordable Housing Agreement Amendment — The SLR AHA was recorded September
2020. Does not address Lot 7 affordable housing units.

e 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.

e Development Plan — ARC and PC review of proposed site development plan and
architectural review.

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

o 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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AFFORDABLE AND WORKFORCE HOUS
DECLARATION OF RESTRICTI
(Affordable Units and Work

This AFFORDABLE AND WORKEORCE HOUSING AGREEMENT AND
DECLARATION OF RESTRICTIVE COVENANTS(the

onthe /s+ day of Seodemnder 2020 b
California charter city and municipal corporan
Delaware limited liability company, or its sucdesse
referred to as the “Parties.” é

A, Owner is the in real property consisting of approximately 131 acres
of land located at 1035 Mac ] . which is more particularly described in attached
Exhibit A incorporated he e (the “Property™)

B. The Ci
580 residential units,

ity has approved the development of housing, including
gighborhood commercial, commercial retail, park, and

cty, by Resolution No. 10822, on July 18, 2017, and the Supplemental Final
pact Report for the Project certified and adopted by Resolution No. 10927, on

Aftordable and Workforce Housing Agreement
San Luis Ranch
(8-21-20;

San Luis Obispo - County Clerk-Recorder
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(2} An amendment to the General Plan (Resolution No. [0822), adopted on July
18, 2017, including amendments to the Land Use/Circulation Element (“LUCE Update™} adopted
by Resolution No. 10586 (2014 Series) on December 9, 2014,

(3) The SLR SP adopted by Resolution No. 10822, on July
amended by Resolution No. 10927, adopted on July 17, 2018.

(4) The City’s Zoning Ordinance as amended by Ordinance
July 18, 2017.

(5) The Development Plan approved by Resolutio
2017.

(6) The Vesting Tentative Map #3096 appy

(N The Annexation Agreement approve
May 1, 2018.

and between the City of San Luis Obispo
anch, adopted by the San Luis Obispo

(8) The Development Agreem
and MI San Luis Ranch, LLC, relating to the San
City Council on August 21, 2018 by Ordinance
Agreement”).

C. Consistent with the
Agreement, the Parties hav

10 Zone on Lots 53, 64, 174, af 2 " be sold to Moderate Income Level households, and

four (4} units will be logated i 3 Zone on Lots 261, 267, 283, and 293 and will be sold
to Low Income Level ds,"and shall construct and either sell or rent twenty-six (26) units
in the NG-30 Zone of #hi ill be gvailable to Very Low Income Level households (the “For
Sale/Rental Affordable its), in conformance with the sales prices and income limits

established by the
Development Dey
Title 17 of the Ci
Affordable iits

ble Housing Standards™ published by the City’s Community
implement the City’s Inclusionary Housing Ordinance pursuant to
1pal Code at the time of sale or rental of each unit. The For Sale
>ale/Rental Affordable Units are collectively referenced herein as the

Aftordable and Workforce Housing Agreement
San Luis Ranch
(8-21-20)
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Affordable Units™). Alternatively, the project may provide the inclusionary units consistent with
the Development Agreement, the SLR SP, the City’s Inclusionary Housing Ordinance, and Table
2 of the City's Housing Element to satisfy this requirement.

Owner shall construct and either sell or rent fourteen (14) workforce housing
which will be located in the NG-10 Zone on Lots 105 and 121, two (2) of whick
the NG-23 Zone on Lots 251 and 257, and ten (10) of which will be located in th
households with income levels of 121 to 160% of the Area Median [ncorme

Aftordable and Work force Housing Agreement
San Luis Ranch
($-21-20
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15 to be calculated in accordance with the formula provided in the Affordable Housing Standards
or in Exhibit F.

(c) “Affordable Sales Price’” means the maximum allowable sales price foran
Affordable Unit or Workforce Unit in effect at the time of its sale by the Owner toar

Housing Standards or in Exhibit F.

(d} “Director” means the Community Development Directo

successor position.
%ﬁ

E-including compliance
sed in detailed in below

(e) “Eligible Household” means a household whic
the Housing Authority or other agency approved by the Directer
an Aftordable Unit or Workforce Unit in compliance with tt
with Local Preference provisions (“SLO Workers First’

Section 4.1), and in compliance with the Local Heroes provi
Section 4.2).

(g) “Homebuyer/City Deed o
Trust, Deed of Trust Covenants, Assignment
the form provided in Exhibit D, execut@)
Unit that secures the [nitial Buyer’s perfo

in the form provided in ExHibi
Workforce Unit.

Affordable and Workforce Housing Agreement
San Luis Ranch
(8-21-20)
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(m) “Moderate Income Household” is defined in the City's Affordable
Housing Standards and means a household with a Household Income that does not exceed 120%
of the area median income as established by the California Department of Housing and Co
Development.

median income as established by the California Depart
Development.

{p) “Workforce Sales/Rental Price” m

rental price for a Workforce Unit in effect at the time of its s3
Household. Maximum sales prices are to be calculated by first m
(AMI]) amount, as determined by the Califorsiia

e Owner to an Eligible
d the area median income

exceed 25% of 140% of the AMI divided by 12, 4
calculated as proportional to the M
Housing Standards or as amended in any fi

Section 1.2.  Exhibits. The

Exhibit A {Pe
Exhibit B :
Exhlblt

le and Workforce Housing Plan from the Development
ement
of Affordable Housing Rental Restriction Agreement

ARTICLE 2.
CTION OF PROJECT AND AFFORDABLE UNITS
AND WORKFORCE UNITS

Construction of Affordable Units and Workforce Units. The Parties have
ner shall construct and sell or rent the Affordable Units and Workforce Units
ons identified in Exhibit B and in conformance with the sales and rental prices and
s established by the Affordable Housing Standards.

in the loca
income h

-5-

Aftordable and Workforee Housing Agreement
San Luis Ranch
(8-21-20)
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Section 2.2, Construction Timing. The Affordable Units and Workforce Units shall be
constructed pursuant to the following schedule:

(a) The For Sale Affordable Units and Workforce Units to be construc S
NG-10 ancl NG-23 zones shall be shown on all planmng apphcatlons and be iden

availability and market rate units. The affordable unit in the closest proxi
construction (or within) shall be available for occupancy by an eligible b
occupancy of market rate units:

Timing of Delivery of Affordable Units O
7

NG-10 Zone Units
Income Level Ti"{i'ig T\

1 . th :
Moderate Prior to occupancy of the 34 Wﬂd any
additional units

Moderate Prior to occupancy of the 68" homeMadditional units

Moderate Prior to occupancy ofhﬁg\‘@@”d home and any additional units
Prior to occupancy for the ome and any additional
units

Workforce  |Priorto occupamy/ O(f thg/ ,I‘@’/“"\bpme and any additional units

Moderate Pr10r to océ@ancy\fk} (W home and any additional

/ /@-23/&WUnits

Workforce

Income Level Y\ ) ) Timing
Low / f’ri({g}()@w\amé/()fthe 21" home and any additional units
Low Pflér t}@\&upancy of the 42" home and any additional units
Low | Prior'to occupancy of the 55 home and any additional units
Low l{rior%@%upancy of the 65 home and any additional units
Workforce - P{MO occupancy of the 75" home and any additional units
Workforce ™. Rrin}‘{o occupancy of the 80" home and any additional units

LY ) |
NG-30 Zone Units

Unit Amqﬁ;rf \[ngome Level Timing

Workforce Units shall be constructed tn proportion to the
Waorkforce construction of the other units in the NG-30 Zone, or as stated|

s in conditions of approval of future NG-30 Zone development

approval

its

Affordable and Worktorce Housing Agreement
San Luis Ranch
{8-21-20)
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For Sale/Rental Affordable Units shall be constructed in
" proportion to the construction of the other units in the NG-30
26 Units Very Low Zone, or as stated in conditions of approval of future -30

Zone development approval

conditions of approval of the NG-30 Zone development. Should Owner decide t
a non-profit affordable housing provider approved by the Director to build
Affordable Units in the NG-30 Zone, Owner or Owner’s Agent shall
Affordable Housing Agreement in a form subject to the written approva

Units.

(c) The construction deadlines or inklig
Neighborhood Commercial Affordable Units shall be deﬁne
tor development within the Neighborhood Co
permits for any structure in the Neighborhood Co
cause to record a further Affordable Housing Agreem
of the City requiring and securing performance
Commercial Affordable Units as approved in d
lieu fee payment or timing of constmct'{g}.

o’conditions of approval
. of to issuance of building
rcial Zone, Owner or Owner’s Agent shall
i a form subject to the written approval
struction of the 34 Neighborhood
conditions, which will specify in-

Section 2.3.  Design and Appear ft e Af ordable Units and Workforce Units. The
design, bedroom count, appearance, a a ity of the Affordable Units and Workforce
Units shall be of the same character 35 Other umts within the Specific Plan Zone in which they are
located.

Section 2.4. Us@‘ A\t%m\bl it§ and Workforce Units. The Affordable Units and
Workforce Units that Ffered foﬁw{\éall be sold only to Eligible Households who will owner-
occupy the Affordable Unit kforee Units as their primary place of residence.

&

ARTICLE 3.
FFORDABLE UNITS OR WORKFORCE UNITS

of Affordable Units or Workforce Units by Owner to Eligible

Owner shall sell the For Sale Affordable Units and any For Sale/Rental
nits-or Workforce Units that are offered for sale, to Eligible Houscholds at an

Affordable\Sales Price. The Affordable Sales Price shall be the absolute maximum price that the

Affordable and Workforce Housing Agreement
San Luis Ranch
£8-21-20)
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Owner or any other seller may receive as compensation for the sale of a For Sale Affordable Unit,
For Sale/Rental Affordable Unit, or Workforce Unit.

(b) Owner shall actively market the For Sale Affordable Units and any
Sale/Rental Affordable Units or Workforce Units that are offered for sale, openly and :

available. Owner’s sales agents shall provide the same general quality of ¢
buyers of the For Sale Affordable Units and any For Sale/Rental Afforda e Hnits

1151 [110 §
the availability of the For Sale Affordable Units and any For Sale/Rn %
Workforce Units that are offered for sale in a readrly noticeable he sated office and/or

Development Agreement to any prospective buyers in &
purchasers to submit eligibility applications to determine i

consist of: (1) Efficiency Units, (11) Condominium “Lint (m) Townhomes (iv) Single Famrly
Residences on 2,400 s.f. lots, and (v) Single Famuly dences on 3,200 s.f. lots (“Product
Types”) and consistent with the SLO Workers | equireimngnts contained in below Section 4.1
of this Agreement, to the extent these require; : not. in conflict with state or federal fair
housing laws or regulations.

(d) The Owner agr tain the Housing Authority, Peoples’ Self-Help
Housing, or other agency approve irector, for screening of potential purchasers to
determine if they qualify as %gible

ouseholds shall submit purchase offers directly to
s fo.purchase in the order received, provided that such offers
rity, or other agency acknowledged by the Director, that
a valid check for the required good faith deposit, and a

Owner shall conduct any additional screening of
ot 1n violation of fair housing laws.

(e) Onge
Owner, and Owner shalhac
include a letter from t
the buyer is an Eligible
preliminary first mortgage
applicants deemed necessd

T

urchase contracts between Owner and Eligible Households shall include
buyvers execute documents for the benefit of the City as described in Section 3.2

Aftordable and Workforce Housing Agreement
San Luis Ranch
{8-21-20)
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(h) The escrow instructions for the sale of a For Sale Affordable Unit or any
For Sale/Rental Affordable Units or Workforce Units that are offered for sale shall stipulate that

only to the lien of the deed of trust securing the Eligible Household’s first
mortgage loan, or to a second mortgage loan only if such loan is provided by a

(1) A Request for Notice of Default and Sale for the b
recorded for each deed of trust recorded at close of escrow.

Affordable Unit or

)] Within five (5) days following the s .
ale by the Owner to an

any For Sale/Rental Affordable Unit or Workforce Unit th
Initial Buyer, Owner shall forward, or shall cause escrow o
the buyer’s and seller’s settlement statement and all

Affordable Units that are offered for sale in coli ¢e.with this Agreement, and shall cooperate
with City in good faith in the eftort to@ll the'\A ‘fre Units and Workforce Units to Eligible
Households in a timely manner.

(h If Owner has no etv purchase offer from an Eligible Household
for a For Sale Affordable Unit or any({For Sale/Rental Atfordable Unit or Workforce Unit that is
offered for sale within oneAurdred ei (180) days after the unit has been offered for sale, the
Owner shall provide a one’h 0) days” notice to the City and shall satisfy any
further conditions that ni reasonably required by the City, including but not limited to, further
efforts to find an Eligl Hotiseheld and/or additional marketing by the Owner to attract an offer
to purchase from an
within an additional six
sub-section, if the C1

an amount equal to the difference between the actual contract sale price
ice. As an alternative, if the parties mutually agree, Owner may sell
the Affordable Unit _to-the City or the City's designee for the Affordable Sales Price to satisfy
Owner's obligati C

' 3.2 omebuyer Documents and Security [nstruments. Prior to the sale of each
f%z@égc Units and any For Sale/Rental Affordable Units or Workforce Units that are
le, ®wner shall ensure that:

Affordable and Workforge I-qusing.Agz'eement
San Luis Ranch
(8-21-20)



DOC #2020049556 Page 10 of 88

{(a) The Initial Buyer and the City execute a Homebuyer/City Deed Restriction
in the form shown as Exhibit C.

{b) The Initial Buyer signs a Homebuyer/City Deed of Trust in the form s
as Exhibit D.

{c) The Initial Buyer of a Workforce Unit signs a Workforce
Agreement in the form shown as Exhibit E.

(d) Following sale of an Affordable Unit to the Initial Bu
shall be responsible for complying with the terms of this Agreement throtg

Equity Agreement.

ated to compliance with
¢ars from the date of

Section 3.3 Records. The Owner shall retain a
obligations under this Agreement for a period not less

Employee(s)”

geographic areas that
in the City’s General
93407, and employeesw

ort, including the following zip codes: 93401, 93405 and
ithin the City’s corporate limits and areas outside the City limits

ocal Employees as well. Owner will maintain and update the interest
-out of the Project. Owner will operate and administer this program as

Owner shall maintain the interest list and shall separate and prioritize names
ets based on interest in each Product.

-10-

Affordable and Workforce Housing Agreement
San Luis Ranch
(8-21-20)
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b When a unit becomes available, meaning once vertical construction of the
unit structure has begun approximately 270-360 days prior to certificate of occupancy, Owner shall
notify Local Employees on the interest list of the opportunity to purchase or rent a residente
lottery basis. Once notified, those individuals shall have 60 days to get pre-qualified to purghs
or rent the residence and to provide Owner with proof that the individual is a Local Enipleye

t 2 )
st list ‘for that
 list fo avdilable Product

rduals employed full-
v Employee(s)”). Owner

Product Type. Upon exhausting all Local Employees on the jr
Type, Owner agrees to give priority in the sale or rental of suck

employer). Upon exhausting all Local Employees a ounty Employees on the interest list for
: individuals who are employed outside the

(d) Nothing herein sh reclude Owner trom notifying multiple Local
Employees, or County Employees, o
Owner complies with all other provisions of thi ction 4.1 Nor does anything herein preclude
Owner from using a lottery t@riorit ase and sale or rental of a unit if demand by Local
Employees, or County Employge

taking all reasonable action ry 1iT-order to facilitate the sale or rental of units within the
Project provided such . nt with the “SLO Workers First” preference program
described in this Sectiphs @wrier shall, Upon request, provide documentation to the City on its
implementation of this/pref program and provide City with the interest list and proof of

(e) At the Direq guest, not more than quarterly, Owner or its designee(s) shall provide
a report to the Dirgcto erify compliance with this Section.

City and Owner acknowledge that this preference program described above
portant objectives: (i) use new housing to address the current imbalance
g jobs and housing; (11) ensure that, to the maximum extent practicable, that the

reduce competition from outside buyers in the initial offering and sales.

=11 -
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Section 4.2.  Local Heroes. In addition to all other provisions of this Agreement, Owner
will offer an incentive to buyers of any residential unit with the SLR SP area who are consjdered

Employees. The incentive described herein will include a minimum of $1,500 credited
Hero buyer at closing for use at the design center for upgrades and/or for
Qualification for this incentive is verified through the buyer’s loan application
confirmed by Owner’s Preferred Lender. At the Director’s request, not more than

ARTICLE 5.
RENTAL REGULATORY PROVISIONS

ale/Rental Affordable
A ffordable Unit(s)” or

Section 5.1.  Affordability and Occupancy Covena
Unit and any Workforce Unit that i1s offered for rent (hereiné
“Rental Workforce Unit(s)”) shall be subject to a deed restrict

to Eligible Households, as that term applies to eac ject Rental Affordable Unit or Rental
Workforce Unit, at Affordable Rents.

Section 5.2.  Schedule of Affordable

with the rental calculat
Affordable Housing Stanl

me Level housing as described in the City’s
in the “Workforce Sale/Rental Price™ definition in
bsection (b) of this Section, the Owner shall not charge

come of Tenants. In the event tenant’s income exceeds the

€ement to Limitation on Rents. The Owner hereby agrees that the
tvil Code Section 1954.51 ¢t seq. (the "Costa-Hawkins Act™) do not apply.

- 12-
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Section 5.4. Income Certification.

(a) Prior to Owner entering into a lease with a prospective tenant of a{Rental
Affordable Unit or Rental Workforce Unit, the prospective tenant household shall be certified as
an Eligible Household by the Housing Authority, Peoples’ Self-Help Housing Corperation, or

31st of each year, or at other such interval as mutually agre
acceptable to the City to enable the City to verify that the
Workforce Units are being occupied by Eligible Households in compliance with the terms of this
Agreement. At a minimum, information to be submugte

Rental Workforce Units at the time of initial uch certification shall include verified
income statements and number of per@s in cach R¢ Affordable Unit and Rental Workforce
Unit.

(b)
Affordable Units and Rental Workfgrée Umt
(¢)
Section 5.6. ity reserves the right to inspect the Rental Affordable

Units and Rental Work n reasonable notice to the Owner to ensure that the units are
being maintained, operdted, and used eonsistent with this Agreement and applicable federal, state

jiccessary to correct the violations as determined by the Director,
ar¢’ commenced within nincty (90) days and prosecuted diligently to
ing the foregoing sentence, the Owner agrees to correct all conditions
ediate threat to life, health or safety as determined by the Director within five

the City, or such
provided that cort

Management of Property and Property Maintenance.

- 13-
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(a) Management Responsibilities. Except for either the Housing Authority’s or
Peoples’ Self-Help Housing Corporation’s initial certification of a tenant as an Eligible Household,
the Owner is responsible for all management functions with respect to the Project, ind
without limitation, the annual recertification of household size and Household Income (subJ
review by the Housing Authority, Peoples’ Self-Help Housing Corporation, the
assignee), selection of tenants, evictions, collection of rents and deposits,
landscaping, routine and extraordinary repairs, replacement of capital items, and s
shall have no responsibility over management of the Project’s rental units.

(b) Property Maintenance. The City places prime ]
maintenance to ensure that all developments within the City which i
units are not allowed to deteriorate due to below-average mamtenance
the Rental Affordable Units and Rental Workforce Units
maintenance, including performance of repairs and periodig
units in the Project. The Owner agrees to maintain all
including landscaping, on the Property in good condition a
healthy condition) and in accordance with all applicable
regulations of all federal, state, county, municipal, and other nefital agencies and bodies

ective departments, bureaus, and officials.

xtires as the other
Xterior improvements,
|, as to landscaping, in a

(©) Taxes and Assessments. The Ow hall pay all real and personal property
taxes, assessments, if any, and charges and all At 1icome, employment, old age benefit
withholding, sales, and other taxes assessed aga nst ayable by it, at such times and in such
manner as to prevent any penalty tr(@ accruy V“lien or charge from attaching to the
Property; provided, however, that the Ow avethe right to contest in good faith, any such

taxes, assessments, or charges. In the Owner exercises 1ts right to contest any tax,
assessment, or charge against it, the determination of the proceeding or contest,
shall immediately pay or dlS arge any decision’or judgment rendered against it, together with all

costs, charges and mteres@
Section 5.8. c&&uom The Owner acknowledges that Owner is familiar

with and will comply, wit ocal and.State laws and regulations that pertain to construction,
health and safety, labor; fair housi actices, equal opportunity and all other matters applicable
to maintaining sound, safe 8 ble rental housing.

ARTICLE 6.
ENFORCEMENT

oveénants Running with the Land. The requirements of this Agrecement
ing with the land as defined in California Civil Code Section 1460, and

s such covenants, the provisions of this Agreement shall be binding upon all
right, title, or interest in any of the properties described herein, or any portion

-14-
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Affordable Units and Workforce Units that are offered for sale and sold to Initial Buyers, this
Agreement and the covenants contained herein shail terminate on the forty-fifth (45th) year

Agreement, the entire Property shall be released from the
Agreement shall be terminated.

Section 6.3.  Default. Failure of the Owner to satis!

Agreement. In addition to remedies for breach of th
all remedies available to it under the Development
or equity, including, but not limited to:

(a)  withholding, cofiditioning
Project, including without limitation fina ect
certificates of occupancy;

ing or revoking any approvals for the
occupancy and/or the issuance ot any

(b) instituting ag inst the Owner, or other partles a ClVll actlon tor declaratory
relief, injunction or any o Q 1

action to rescind a transa
with such a violation;

(c)
violation of this Agreement, the City'miay assess, and institute legal action to recover as necessary,
a penalty in any amour ]

Attorney’s Fees and Costs. If cither Party takes or commences any actions
luding litigation or arbitration, against the other by reason of any breach or

- 15-
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proceeding shall be entitled to recover from the other Party the prevailing Party’s reasonable
attorney’s fees and costs, including, but not limited to. all expert witness fees, other witness fees
and associated expenses, whether or not the proceeding or action proceeds to judgment.

ARTICLE 7.
GENERAL PROVISIONS

Section 7.1.  Appointment of Other Agencies. At its sole discretion|

obligations under this Agreement for a period not less than-five s the date of
' ers designated by

Section 7.3.  Hold Harmless. Owner wi

ees and agents in their official capacity
ny of them, from and against all loss,

henever made or obtained, allegedly
oject, the Affordable Units, or Owner’s
pent, including claims pursuant to California
nd defend Indemnitees with counsel of their

provisions of this Section shall survive expiration

or other termination of thi e¢lease of part or all of the Property from the burdens
of this Agreement, and i " this Section shall remain in full force and effect.

and may be given by pérsonakdelivéry or by registered or certified mail, return receipt requested,
to the Party to receive-sueh notice.at the addressed set forth below:

San Luis Obispo

uhity Development Department
049 Palm Street

ant’ Luis Obispo, CA 93401-3249
Attn: Community Development Director

- 16 -
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WITH COPY TO:

City of San Luis Obispo
990 Palm Street

San Luis Obispo, CA 93401
Attn: City Attorney

TO THE OWNER:
San Luis Ranch

Post Office Box 3460
San Luis Obispo, CA 93403

Any notice shall be deemed delivered on the first business
receipt, whichever is sooner. As used herein, “business day?
Sunday, or any state or federal holiday on which financial in
are authorized or required to close for observance thereof. An
which notices are to be sent by notifying the oth
forth above.

ivery is attempted or upon

neans any day/other than a Saturday,
10nS | n Luis Obispo County
arty miay change the address to

rties of the new address, in the manner set

Section 7.5. Integrated Agreement.

of the Agreement, and ne
upon Civil Code Section (1§

Agreement. /Z@L
Section 7.7, E&m d greement. No changes, amendments, or alterations to this

Agreement shall be effective.unless in writing and signed by all Parties hereto. Major amendments
to this Agreement, shall be-subjectyto the review and approval of the decision-making body which

¢t. Minon amendments to this Agreement may be approved by the Director.
w Agregment containing the amendments shall be executed and recorded.
Applicable Law. This Agreement shall be governed by California law,
unty of San Luis Obispo.

17 -
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under this Agreement shall not operate as a waiver or release from any of its obligations under this
Agreement. Consent by the City to any act or omission by Owner shall not be construed to be a
consent to any other or subsequent act or omission or to waive the requirement for the\Ci
written consent to future waivers.

disregarded in interpreting any part of the Agreement’s provisions.

Section 7.11. Multiple Originals; Counterpart. This Agreement ma
multiple originals, each of which is deemed to be an original, and may bg si

Property in the thmal Records of the County of San Luis @bispo pnor to ecordation of any
parcel map or final subdivision map or issuance of any bui or'the Project, whichever
occurs first.

Section 7.13. Severability. In the event any lim:tatlon C
provision contained in this Agreement is to be held

with any state or federal fair housing law or regulatio
remaining portions of this Agreement shall nevertheles

any court of competentjunsdlctlon, the
and remain in full force and effect.

IN WITNESS WHEREOF, the Parties
as of the day and year first above writt@

e.caused this Agreement to be executed

<
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OWNER:
MI SAN LUIS RANCH, LLC, a Deiaware limited liability company

lOdeQ?

Donald R. Faye
Its: Authorized Agent

CITY:

City of San Luts Obispo, a California charter city and munjcipal corpora

. ( )j/zu

Michael Coaron Community Development Dire

-19-
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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:

Land and Building Dedications
Multi-Modal Transportation Improvements and Programs

Energy and Water Conservation Features

cullE o B

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

Dollar Value Beyond

Extraordinary Community Benefit tems Offered by San Luis Ranch 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
Total Extraordinary Community Benefits (Rounded) $14,250,000

[1] 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.

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

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.
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