ATTACHMENT 2: Affordable Housing Overview & Case Law
General Plan/Housing Element. Housing Element law requires local jurisdictions to outline
the housing needs of their community for a given planning period and requires that each city
adopt a Housing Element as one of the seven required elements of a General Plan. Mill
Valley Housing Element (2015-2023) was adopted in May 2015.
The Housing Element is intended to work toward the two primary goals of the General Plan.
which are:
J. To protect and enhance the natural beauty and small town character of Mill Valley;
and
2. To encourage continued diversity of housing, income levels and lifestyles in the
community.
Proposed Update to lnclusionary Housing Requirements, based on Housing Programs
(Chapter 2, 2015-2023 Housing Element)
Program
Title
Objectlve(s)
Program#
4
I

Regulations to Preserve
Existing Rental Housing

Consider regulat.ions and incentives for property owners to
maintain their existing rental housing as opposed to tearing
down building and/or converting rental units to for-sale units
or commercial space, and review possible regulations as part
of updating the inclusionary housing regulations (Program 15).
Evaluate allowing rental projects to utilize funds that are set
aside in a local affordable housing trust fund (program 17) for
the purposes of rehabilita ting building while maintaining
affordable rent levels.

5

15
16

17
18

Preservation of Existing
Deed Restricted Affordable
Rental Housing
lncluslonary Housing
Resulatlons
Single-Family Housing
Impact Fee

Local Affordable Housing
Fund
Affordable Housing
Development Assistance

Require long-term affordability controls
affordable housing units.

on

all

future

Amend the Zoning Ordinance to enhance the effectiveness of
inclusionary housing and comply with case law.
Finalize the nexus analysis regarding the establishment of an
affordable housing impact fee for all new residential
redevelopment including single family homes, tear downs and
major additions. Ingrate with the lncluslonary Housing
Ordinance.
Establish dedicated fund for deposit of fee revenues, and
establish regulations to govern the fund.
Financial and regulatory assistance.
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AFFORDABLE HOUSING OVERVIEW
Table l illustrates the levels of affordability by household in Marin County. The income
levels are periodically updated by the US Department of Housing and Urban
Development based on San Francisco-Oakland Metropolitan Statistical Area Median
Income Levels.
TABLE 1: Marin County Affordable Income Umits by Household Size
Affordablllty level
%ofmedtan
Two-person
Three-person
Four-person
(based on Annual Income) Income
household
household
household
Median Income (50%}
$81,500
$91,700
$101,900
Extremely low
$28,150 or less
$31,650 or less
30%
$35,150 or less
Very low
31-50%
Up to $46,900
Up to $52,750
Up to $58,600
low
51·80%
Up to $75,100
Up to $84,500
Up to $93,850
81-120%
Moderate
Up to $97,800
Up to $110,050
Up to $122,300
Source: Marm Housing Authori ty. Based on U.S. Department of Houslng and Urban Development effective 3/6/15

Typically, a studio unit is assigned to a one person household; I bedroom units are
assigned to a two-person household; 2 bedroom units are assigned to a three-person
household; and so forth. The Marin Housing Authority (MHA) provides housing services
to local jurisdictions for low and moderate income housing including the first time
homeowner program for below market-rate housing; Section 8 housing; loans for
rehabilitating existing housing; and housing for seniors and the disabled. MHA currently
manages most of the ownership units built as part of the inclusionary housing ordinance
(Mill Valley Municipal Code Section 20.80), which was originally adopted in 1988.
These units are deed restricted and are sold through MHA's first time below market rate
homeowner program.
Table 2 below outlines the various types of affordable housing available in Mill Valley.
Length of term for deed restrictions on the affordability of units vary for all units, and are
typically based on legal standing at the time of development. Currently MHA deed
restrictions on inclusionary units are in perpetuity with the land.

Project Type
Senior/Disabled
(Rental)

TABLE Z: Summary of Multi-Family Affordable Housing in
# Affordable
Housing Name
Units
144
Homestead Terrace; Kruger Pines;
The Redwoods

Disabled
(Rental)

33

Camino Alto Apartments; Mill Creek
Apartments

Family
(Rental)

124

Shelter Hill; Pickleweed; Alto Station

lnclusionary
(Rental)
lnclusionary
(Ownership)

7

211, 420 and 505 Miller

30

Ashford Court, Eucalyptus Knolls, Sunrise
Point, 8 Old Mill, Throckmorton Village

Mill Valley
OWnership Type (Managed by)
Publicly Assisted Rental
Housing (MHA; Community
Church of Mill Valley)
Publicly Assisted Rental
Housing (Mercy Housing; North
Bay Rehab Services)
Publicly Assisted Rental
Housing (MHA; Community
Church of Mill Valley)
Privately Owned (Managed in
coordination with the City}
MHA Below Market Rate Home
Ownership Program

Source: M1UValley 2015-2023 Housing Element. Table A.26, page A· 37
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Table 2, however, does not include smaller single family residences or second units that
exist within the community. In 2014, a second unit survey was conducted. Of the 416
properties surveyed, I 17 responses were tallied and are summarized below:

Overview of Second Unit Survey Results
Size of Unit:

•

87% of 2nd units are less than 800 square feet

Bedrooms:

•

23% of 2nd units are studio units; 67% one-bedroom
units; 10% two-bedroom units

Occupant:

•

56% are occupied by tenants; 27% by a relative/family
member; and 17% other (nanny/au pair)

Occupancy:

•

78% occupied by 1 person; 19% by 2 persons

Table 3 illustrates the applicable level of affordability of 2nd units, based on 100 survey
results of actively rented 2nd units. (Note: the affordability assumptions are based on a 2person household, which is conservative since a larger portion of 2nd units are being
occupied by one person, see 2015-2023 Housing Element, Appendix E for details).
TABLE 3: Summary of znct Unit Affordability (based on Second Unit Survey)
Responses
Quafffying Affordabllity Level
Rents
Utilities Only
$0/No Rent Charged
$400-$700

"

1
28
6

35%

Very Low Income

16

39%

Low Income

$701-$1,000
$1,001-$1,300
$1,301-$1,500

14

$1,501-$1,800
Over $1,800

12
14

22%

Moderate Income

Over $1,800 (2·bedroom)

4

4

Above Moderate Income

Total Survey Results

9

100

100%

Source: M1ll Valley 2015·2023 Housing Element. Appendix E

Maximum rents for each affordability level are based on Marin Housing 2014 Affordable Housing Schedule,
Divided by 12 (months) and Multiplied by 30% of the monthly Household Income.
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STATE LAW CONSTRAINTS ON PRESERVING AND PROMOTING AFFORDABLE
HOUSING

A.

Rent Control: The Costa Hawkins Act and the Palmer Decision

In a landmark case, Palmer/Sixth Street Properties LP. v. City of Los Angeles, 175
Cal.App.4th 1396 (2009), the California Court of Appeal held that affordable housing
requirements mandating the construction of deed-restricted and price-controlled
affordable rental units within a new residential development - or the payment of a fee in
lieu of constructing such units - was preempted by the Costa Hawkins Act which
generally allows residential landlords to set initial rents.
Under the Costa Hawkins Act, "[n]otwithstanding any other provision of law," all
residential landlords of units that have received their certificate of occupancy after
February 1, 1995 may, except in specified situations, establish the initial rental rate for a
dwelling or unit. Civ. Code§ 1954.52(a)(l). In Palmer, the court applied this statute to
the City's requirement that developers provide 15% of their residential units as affordable
housing (including the associated restrictions on the rental rates). The court determined
that these requirements were "clearly hostile" to the Costa Hawkins Act by denying
Palmer the right to establish the initial rental rates for the affordable housing units and by
preserving their regulated rent levels for 30 years or the life of the units. Further, the in
lieu fee option was ..inextricably intertwined" with the affordable housing requirements
because it was based solely on the number of affordable units that a developer must
provide. Thus, the in lieu fee option was similarly preempted.
In the post-Palmer era, cities may not apply inclusionary housing requiremento;; to rental
housing development'). This applies to both the requirement that a developer build
affordable units and for any alternatives to on-site construction such as the payment of inlieu fees. If the applicant seeks a development agreement or requests direct financial
assistance, however, the City may require that a certain percentage of affordable housing
be included in the project as part of the negotiated terms of the deal. The Mill Valley
lnclusionary Housing Ordinance (Municipal Code Chapter 20.80) was revised to comply
with this limitation pursuant to Ordinance 1273.
Note that state law now requires developers to replace affordable units before a density
bonus can be requested. Statutory amendments adopted in 2014 (AB 2222) prohibit an
applicant from receiving a density bonus (and related incentives and waivers) unless the
proposed housing development or condominium project would, at a minimum, maintain
the number and proportion of affordable housing units within the proposed development,
including affordable dwelling units that have been vacated or demolished in the five-year
period preceding the application. See Gov. Code§§ 65915(c)(3)(A); 659J5.5(g). The
density bonus applies to rental projects as well as "for sale" projects of five or more units.

B.

Requiring Rentals: The Ellis Act

Under the Ellis Act (Gov't Code §7060 et seq.), a public entity, including a city, may not
require a property owner to continue to rent residentiaJ property, or prevent the owner
from withdrawing such rental properties from the market.
The Ellis Act was adopted in 1986 following the California Supreme Court decision in
Nash v. City of Santa Monica (1984) 37 Cal. 3d 97. In Nash , the Court considered the
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constitutionality of a Santa Monica ordinance which permitted removal or demolition of a
housing rental unit only where the unit was not occupied by, or affordable to, persons of
low or moderate income; the removal would not adversely affect the housing supply; and
the owner could not make a reasonable return on his or her investment. The Nash Court
upheld the ordinance, holding that a residential rental property owner does not have a
constitutional right, free from government interference, to go out of business. /d. at I03104.
In adopting the Ellis Act, the Legislature expressly stated its intent to supersede the
holding in Nash v. City of Sama Monica, so as to permit landlords to go out of business.
Gov. Code § 7060.7.
Following adoption of the Ellis Act, a series of court decisions interpreted the balance
between local governments' ability to regulate land use and landlords' ability to cease
offering rental units. Two cases again considered Santa Monica's rent control regulations
which prohibited landlords who could make a fair return on their property from
demolishing or converting a controlled rental unit unless the units were uninhabitable or
unless the landlord intended to develop new rent controJied units. City of Santa Monica
v. Yannark, 203 Cal.App.3d 153 (1988); Javidzad v. City of Santa Monica, 204
Cal.App.3d 524 ( 1988). In both cases, the court held that the Santa Monica regulations
were preempted because the standards governing the approval of a removal permit were
not found in the Ellis Act and they infringed on the landowner's right to cease its rental
housing business. Notably, the Javidzad court rejected the claim that the ordinance was a
simple land use regulation, reasoning that the denial of a removal permit effectively
precluded Lhe redevelopment of the property, and did not actually regulate the subsequent
use of the property following its withdrawal from the rental market. 204 Cal.App.3d at
530.
After Yanuark and Javidzad, cities lost several challenges to local land use regulations
that attempted to preserve affordable housing on the grounds that the regulations
interfered with a landlord's right to go out of business. For example, courts concluded
local measures violated the Ellis Act where they: denied a permit for demolition of a
residential building unless it would not be detrimental to housing needs and it would
either remove a hazardous structure or would be necessary to permit construction of the
same number of housing units (First Presbyterian Church v. City of Berkeley, 59
Cal.App.4th 1241, 1252-53 (1997)); denied the right to demolish buildings unless the
owners agreed to restrict the use of the land for themselves and their successors for 10
years or submitted new condominium plans (Los Angeles Lincoln Place Investors, Ltd. v.
City of Los Angeles, 54 Cal.App.4th 53, 64 (1997)); and denied the right to eliminate or
demolish residential hotel units unless the owner either provided replacement units or
paid the city an in Jieu fee for replacement housing (Reidy v. City and County of San
Francisco, 123 Cal.App.4th 580, 589, 593 (2004)).
It is important to note that effective January 1, 2000, Government Code Section 7060.7
was amended to (among other things) add subdivision (b), which states that the Ellis Act
is "not otherwise intended to ... (b) Preempt local or municipal environmental or land use
regulations, procedures, or controls that govern the demolition and redevelopment of
residential property." (Stats.l999, ch. 968, § 4.) ln the only court decision to consider the
effect of the 2000 amendments, the Reidy court stated:
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Nothing in the 2000 amendments altered the expressly stated,
fundamental purpose of the Ellis Act: to allow owners of residential
rental property to go ollt of the rental business without restriction by
the local government. Nor do the amendments manifest an illlent to
upend 14 years of tmifomz judicial construction, holding that a local
governmellt cannot condition an owner's right to go om of business on
compliance with requiremellls that do not appear in the act. ... Rather,
the amendment ~pecifically refers to local regulations that govem
"demolition and redevelopment. " (§ 7060.7, sttbd. (b).) This specific
reference clarifies tlze act by incorporating that same 14-year body of
judicial construction that unifomzly holds the act does not restrict
local governments from exercising their police powers to regulate the
use of the landlord's property as to such matters as zoning, demolition,
and developme!ll after it is taken off the rental market, so long as those
regulations do not "othenvise" prevell/ a residential landlord from
going out of the rental business. ( § 7060. 7.)
Reidy, 123 Cai.App.4th at 592. This indicates that prior decisional law interpreting the
Ellis Act remains relevant. Therefore, while a city is free to exercise its normaJ land use
powers, it must use caution that proposed land use restrictions do not effectively prevent
a residential landlord from leaving the rental business.

Summary- A general law city cannot:
•

Require a developer to build affordable rental units (or require paymellt
of a fee in lieu of construction). Note that impact fees are legally
permissible and differ from in-lieu fees.

•

Establish rellls on behalf of a developer.

•

Prevent a property owner from withdrawing rental units from the market.

•

Condition a penni! to demolish a residential building on the replacemelll
of remalunits.

•

Condition a pennit to demolish a residential remal building upon a
finding that it would not be detrimental to housing needs.

•

Impose preconditions on the exercise of rights granted to developers
under state laws, such as the Ellis Act or the Density Bonus Law
(Government Code§ 65915).
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lnclusionary Requirements: Jurisdictions within Marin County (sorted by% lnctusonary required)
"AMI" Average Medlan Income
I

~l'li

San Anselmo

San Rafael
Larkspur

=~.d -l__...,
~··.ll*1·
10 or more

2-4 units

5 or more units

5·14 units

15 or more

Mill Valley· Existing

3·6 units or new lois

7 or more

I~

l!J
I

=

........

I"' cifl' r ... ~Ito
10%
sliding scale:
2·1 0 units 10%
11·20 units 15%
21 or more 20%
15% 5·14 unlts
20% 15 or more units

2·12 unit.s .. 15%
13+ units .. 20%

I

·nburon

I

~

Marin County
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·f..., [....,,.,.,_.
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Novato
':IJ: ......,

Corte Madera
.Q

.......
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L,,...........
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-

_

~ ~ioff~ioll~~~
t~
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Half very low
Half low income
Half very low
Half low

.5% very low or low
If only one affordable unit is required,
moderate allowed in code but usuaHy
negotiated allow-very low through! design 5% low/very low and 10·15% moderate
review.
depending on I'J(oiect size

- -

IJ
I.an

-

r

--u-- CJ-)]
1

...

~

--

I~

-w=t-

I au

Rental Housing Impact Fee required;
, however applicant can request to provide
very low affordable rental units instead (at

.,,...,_

I Anr ....... JIUlOL

sliding scale, with max set at
20% for project with 20 or

Half moderate (90% AMI)

, .,,.q,~_

! ~lei~

Half low
Half moderate
Hall low
Half moderate

10% for proJects with less
than 7 units and
15% for projects 7 units or

--~

. ...lt..

~lciflffM~tOfrlftQlljjl.~
low to moderate

~,r...,.•unlt•

units are required to
be bull! unless waiver
is granted to pay In·

~~~

I

AUt I

1•11 I ""'' /11.1;;01 AUh

5% very low
10%1ow
lr.ot.

r:;~.

AUI\

Half low (60% AMI)
-.I<>H \/,....1 1,.... /«;;nO/. AUII

5% very low
10% 1ow
l1noJ.

li

5 or more units. .

I

eeA... eefl'l'er!lieA
Jlrejeels eflly
Proposed: new
ownerhsip units in
mixed use and
commercial areas
~g(,'f~ 1-6 J.}ni~must
o
1 umt a over
6 units must build 20%
aHordable
None
e
None
Fairfax
None
None
Ross
None
None
Source: Correspondence with local Planning Directors, July 2014.

1. .

15% of units, and not less than
one
low to moderate
NIA
N/A
NIA
N/A
NtA
N/A

low to moderate
N/A
N/A
NIA

lncluslonary Requirements: Jurisdictions within San Mateo County {sorted by% lnclusonary required)
Jurisdiction
Burlingame
DalY Cltv
San Mateo

Project size that c:.n
provide ln·lhlu fHs

ProJect size that
must build unit
4+ units
aiiJ)I'ojects

no projects

all projects
all proJects

10-19 Units = 10%
20+ units = 15%
15%

projects not in
redevelopment area
Not specified

8 or more units and
projects in
redevelopment area
Not specified

15%
15%

2·6 units

7+ units

15%

10+ units

15%
15%
20%

no projects

Iris Is h11aasible

Pacifica

Portola Valley

be affordable

10%
10%
10%

only If developer can prove
construction ol affordable

Menlo Park
Brisbane

% of total units required to

San Carlos
San Bruno
East Palo Alto
Colma
San Mateo County

5·9 units

20%

only Hdeveloper can prove
consltUCIIon ol alfontabla

Half Moon Bay

aU projects

20%

South San Francisco
2-4 units
5+ units
FosterC!ty
10+ units
Source: Analysis based on 2008 San Mateo County Workbook.

20%
20%

Iris Is lnleasibla

Ownership Projects/
Level of
Atfordabllty of lncluslonary units
Not specified
1Oo/o low income
10% Moderate

Rental Projects/
Level of
Atfordabllty of lncluslonary Units
Not specified
10% very low income
10% low income

10-19 Units • 10% Moderate
20+ units .. 15% Moderate

10.19 Units • 10% low
20+ units • 15% low

4.5% moderate
4.5% low
6% very low
Not specified
7% very low
7% low
1o/o moderate

Not specified

6% low and moderate. plus 9o/o moderate
Not specified
Not specified
10% low income
10% moderate income

10% very low income
10% low income

6% very low
7%1ow
7% moderate
8%1ow
12% Moderate
Not specified

Not specified

nc: us onaf'1

Requ

rements: J u rlsdl c:tIo ns w It hi n Sonoma

county
1

sortedby•lblnc usonary req u Ired)

Ownership Pro~tst

% of to tal units required to Level of AHordabllty of lncluslonary
be affordable
units
15%
low and moderate
15%
Very low, low and moderate
15·30%
low and moderate
low and moderate (10+ units must have
20%
10% low income)
5+ units
5+
20%
low and moderate
20%
15% low and 1Oo/o very low
5+
None listed
20%
1/3 Very low, 1131ow and moderate
15%
moderate
5+
folloWing webs1te: www.caruralhousmg.org, accessed July 2014.

Project size that can

Jurisdiction
Rohnert Park
Healsburg
Petaluma
City of Sonoma

Minimum Project
provide In-lieu fees
Size
5+ units
Data not provided
Data not provided
7+ units
Data not provided
3·5+ units

Data not provided
Data not provided
Calistoga
Data not provided
Windsor
Data not provided
Cotati
Data not provided
Cloverdale
Source: Analys1s based on data JlfOVIded on the

Hen tal ProjectS!
Level of AHordabllty of lncluslonary
Units
very low and low
Very low, low and moderate
very low and low
low and moderate (10+ units must have
10% low Income)
low and moderate

low

nc us onary R1equ rements : Oth er J urIs dl ctIons sortedby % nc us onary requ I~ed)
1

ProJect size that can

ownersntp Pro~tst

Minimum Project
% of total units required to Level of Affordabllty of lncluslonary
Jurisdiction
provide ln·lleu fees
Size
be affordable
units
Data not JlfOvided
5+ units
25-35%
Very low, low and moderate
Davis
Data not provided
10+ units
15%
Ve_ry_low, low and moderate
Montclair
Monterey
Data not provided
5+unit.s
10.25%
low and moderate
5+ units
10· 20%
moderate
Data not PfOVlded
Los Gatos
Moderate, low and very low
Berkeley
5+ units
20%
Data not PfOvided
Source: Analys1s based on data prOVIded on the folloWing website: www.calruralhousmg.org/?page_id=110, accessed July 2014.

Rental ProjeCts/
Level of Affordabllty of lncluslonary
Units
very low and low
Very low, low and moderate
low and moderate
moderate
Moderate. low and very low

J ur1s
. d.Jctions
.
• b Impact F eeson New, Mark et Rate R es1.dent1a
. I Deve opment
wat
Jurisdiction
Berkeley

Project Type
Rental Development

Amount
$28,000 per unit

Cupertino

New residential units
and new single family
lots created through a
subdivision with one to
six units
For-sale and rental
development

$3.00 per sq. ft. Adjusted annually based on CPI

Daly City

Fremont

For-sale and rental
development

Marin County

Single Family
Development

Napa (City of)

For Sale and Rental
Development-

Napa County

For-Sale and Rental
Development

Pleasanton

For-Sale and Rental
Development

San Francisco

For-Sale and Rental
Development

San Jose
Residential

Rental Development

Santa Rosa

For-Sale and Rental
Development
For-Sale and Rental
Development

Single Family: $14.00 per sq. ft.
Townhome: 18 per sq. ft.
Condo: $22.00 per sq. ft.
Rental: $25.00 per sq. ft.
$19.50 per habitable sq ft
$22.50 per habitable sq ft for single family homes on
lots 6,000 sq ft or greater
<2,000 sq. ft exempt
2,000-3,000 sq. ft.: $5.70 (excluding 2nd unit)
3,000+ sq ft: $12.09 (excluding 2nd unit)
Single Family*: $ 2.20 per sq. ft.
Condo*: $2.20 per sq. ft.
Renta*l: $3.75 per sq
*Applicable to projects/ subdivisions of 15 or more
units
Single Family and Condo:
1,200-2,000 sq ft: $9
2,00 1-3,000 sq ft: $10.75
3,001+ sq ft: $12.25
Rental: $5.50 sq ft
Single Family (over 1,500 sq. ft): $ 10, 880 per unit
Single Family (1 ,500 sq. ft. or less)
Multi-family (Apt. or Condo): $2,696 per unit Adjusted
annually based on CPI
10+ units, not building affordable units on site
Studio unit: $ 198,008
)-bedroom unit: $268,960
2-bedroom unit:$366,369
3-bedroom unit: $417,799
4-bedroom unit: $521,431
$17.00 per sq. ft.

2.5% of sale price of for-sale units. Based on sq. ft. for
rentals
1,500 sq ft: $7,364
Sonoma County
3,000 sq ft: $22,427
4,500 sq ft: $32,543
> 4,500 sq ft: $7.25 sq ft
. .
Source: Staff Research, mcludmg data from The Non-Profit Houstng Assocull!On of Northern Cahfomta
hllp://nonprofit housinl!.m!!lwp·coot~:nt/uptoad-;lBay-Ar~:a·Cit ic~- wi th-lmpa~o:t-F~:cs -Fch20 15- l.l!lf
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I.

INTRODUCTION

This Summary and Recommendations report provides a concise version of the residential nexus
analysis, followed by findings and recommendations to the City of Mill Valley for the update of
its lnclusionary Housing Requirements. The Residential Nexus Analysis quantifies the
relationship between market-rate residential development and the demand for affordable
housing, and establishes the technical basis for establishing an affordable housing impact fee.
The analysis has been prepared by Keyser Marston Associates (KMA) for the City of Mill Valley
as a subcontractor to Metropolitan Planning Group, as part of a larger work program to update
the City's Housing Element. The goal of the study is to update the inclusionary program to
ensure that it is an effective tool for creating new affordable housing in the context of the
changed legal and economic environment in recent years. The contract was initiated in
December 2013 and most of the market surveys and analyses prepared in 2014.

A. Background and Context
The City of Mill Valley's lnclusionary Housing Requirements program is a key component in
providing the City with an inventory of safe, decent and affordable housing. The City's current
program applies to all new residential developments of two units or greater. Projects with fewer
than 10 units may pay an in-lieu fee instead of providing units on site. Developments with a
density between 1 and 7 units (or lots) to the acre are required to set aside 10% of the units
within the development as moderate income units (households earning less than 120% of Marin
County's Area Median Income, or "AMI"). Developments with a density greater than 7 units (or
lots) to the acre are required to set aside 15% of the units within the development as moderate
income units (households earning less than 120% AMI).
Since the California Court of Appeal's Palmer decision, cities have been precluded from
requiring affordable units within rental projects unless the developer receives financial
assistance or a regulatory incentive from the City. The nexus analysis will enable the City to
adopt an impact fee for rental developments. The rental developer may pay the impact fee or
choose to enter into an agreement with the City to provide on-site affordable units in exchange
for City assistance of some kind.
During the course of the work program (in June 2015), the California Supreme Court issued a
ruling in CBIA vs. Cny of San Jose, in which the court determined that inclusionary housing is a
legitimate use of a City's land-use authority. The ruling means that inclusionary housing policies
for ownership units do not require nexus analysis support, for either onsite requirements or inlieu fees. For small ownership projects, where providing units onsite is not a viable option, the
City may adopt an impact fee.
The nexus analysis therefore provides supporting information for updating the lnclusionary
Housing Requirements program, so that the program can include rental projects and also
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projects with very few units. The analysis also informs the discussion on the impact of new
residential development and the need for additional affordable housing.

B. Organization of this Report
This report provides a summary of the residential nexus analyses, including an overview of the
methodology and a presentation of the findings. This report also provides a discussion of KMA's
recommendations for the City of Mill Valley, including an analysis of the cost of complying with
the inclusionary program. A complete documentation of the nexus analysis, market study and
other materials are contained in the Residential Nexus Analysis Background Report.
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II. RESIDENTIAL NEXUS ANALYSIS SUMMARY
The residential nexus analysis establishes maximum supportable housing impact fee levels. A
brief overview is included here; full documentation can be found in the Residential Nexus
Analysis Background Report.
The underlying concept of the residential nexus analysis is that the newly constructed units
represent net new households in Mill Valley. These households represent new income in the City
that will consume goods and services, either through purchases of goods and services or
"consumption" of governmental services. New consumption generates new local jobs; a portion of
the new jobs are at lower compensation levels; low compensation jobs relate to lower income
households that cannot afford market rate units in Mill Valley and therefore need affordable housing.
Nexus Analysis Concept

• newly constructed units
• new households I new income
• new expenditures on goods and services
• new jobs, a share of which are low paying
• new lower income households
• new demand for affordable units

The nexus analysis identifies and quantifies the above linkages, leading to a cost per market
rate unit to mitigate the impact generated by the addition of the new unit. The analysis starts
with the identification of new unit types likely to be built in Mill Valley, and their pricing or rent
structure.

A. Market Rate Prototypes and New Worker Households
In collaboration with City staff, a total of five market rate residential prototypes were selected for
analysis: four ownership prototypes and one rental prototype. The intent of the selected
prototypes is to identify representative development prototypes likely to be developed in Mill
Valley in the immediate to mid-term future.
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A summary of the five prototypes is presented in Exhibit 1 below. Market survey data, City
planning documents and other sources were used to develop the information. Market sales
prices and rent levels were estimated based on KMA's market research conducted in early to
mid 2014, in discussion with City staff.

Exhibit 1: Summary of Prototypes
Single Family
Home (Lots
>8,000 SF)

Single
Family Home
(6,000-8,000
SF Lot)

Townhome

Condomi nium

Apartment

Building Type

2 stories

2 stories

2 to 3 stories

Mixed use
above comm'l
or stand alone

Mixed use
above comm'l
or stand alone

Avg. Unit Size (SF)

3,200 sf

2,200 sf

1,500 sf

900 sf

850 sf

Avg. Bedroom

4 beds

3 beds

3 beds

1 to 2 beds

1 to 2 beds

Density (units/acre)

4 dua

5 - 7dua

10 - 16dua

25dua

25dua

Sale price/rent level

$2,500,000

$1,700,000

$1,200,000

$850,000

$3,000fmo.

$780

$770

$800

$944

$3.53

169 Rose, 40
Tamalpais, 306
Oakdale

12 Alvarado,
16 Eugene,
357 Rose

5421548 Miller
2,4,801dMill
505 Miller
32,34 Laurelwood

500 MUier
505 Miller (mixed
use bldg)
Throckmorton
Village

65
Throckmorton
505 Miller

Prototype

Price PSF (net}

Examples

The nexus analysis is conducted for each of the market rate prototypes. Using the sates price or
rent level of the unit, KMA estimates the household income of the purchasing/renting household.
Household income is then translated to income available for expenditures, which is then input
Into the IMPLAN model to estimate the employment generated by new household spending.
The IMPLAN model is an economic model widely used for the past 35 years to quantify the
impacts of changes in a local economy. The IMPLAN model estimates the number of jobs
generated by the new households; for ease of presentation, the analysis is conducted for 100
market rate units. The results are shown in Exhibit 2 below.

Exhibit 2: Prototypical Residential Units, Household Income and Jobs Generated
Single Family
Home (Lots
>8,000 SF)
Market Sales Price/ Rent
Gross Household Income

$2,500,000
$462,000

Single Family
Home (6,000·
8,000 SF Lot)
$1 ,700,000
$314,000

Townhome

Apartment

$1 ,200,000

$850,000

$3,000/mo.

$232,000

$178,000

$120,000

$117,000

$78,000

64.3

42.2

Household Income Available
$240,000
$173,000
$142,000
for Expenditures
Total Jobs Generated per
131 .5
94.6
77.5
100 Units
See Residential Nezsu§ ~n~l~is Background Re1;1ort for full documentation.

ATIACHMENT4

Condominium

ATIACHMENT4

The IMPLAN model estimates the total jobs by industry. KMA then uses its own jobs-housing
nexus model to translate jobs by industry to jobs by occupation. Recent and local California
Employment Development Department (EDD) data on compensation levels by occupation is
used to sort those jobs into new worker households by income level. The model estimates a
range of new worker household sizes and number of workers per household based on Marin
County demographic data from the Census. The results of the jobs-housing nexus model are
shown in Exhibit 3 below.
Exhibit 3: New Worker Households by Income Level per 100 Market Rate Units
Single Family
Home (Lots
>8,000 SF)

Single Family
Home (6,0008,000 SF Lot)

Very low
low
Moderate
Total, Through Moderate

29.2
17.8
6.6
53.6

21.0
12.8
4.8
38.6

Greater than Moderate
Total, New Households

13.7

9.9
48.4

8 .1
39.7

6.7

67.3

Townhome

Condominium

17.2
10.5

14.3

9.4

3.9

8.7
3.2

31.6

26.2

5.6
2.1
17.1

32.9

Apartment

4 .5
21.6

Housing demand generated by new worker households is distributed across the income tiers.
The finding that the greatest number of households occurs in the Very Low income tier is driven
by the fact that jobs associated with consumer spending tend to be low-paying, such as food
preparation, administrative, and retail sales occupations.
B. Nexus Supported Maximum Fee Levels

The next step in the nexus analysis takes the number of worker households in the lower income
categories (inclusive of very low, low and moderate income) generated by the market rate units
and identifies the total subsidy required to make housing affordable to these worker households.
The chart below illustrates how the maximum supported fees per unit are calculated:

Calculation of Maximum Supported Fee Per Market-Rate Unit

•

•
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This is done for each of the residential project prototypes to estabfish the 'total nexus cost,'
which is the Maximum Supported Impact Fee supported by the nexus analysis.
For the purpose of this analysis, KMA assumes that, in general, the City will use affordable
housing fee revenues to subsidize affordable rental units for households in the Very Low (Under
50% AMI) and Low Income (50- 80% AMI) categories, and to subsidize affordable ownership
units for households in the Moderate (80-120% AMI) category. 1 Affordability gaps are calculated
for each of the income tiers; the nexus costs are calculated by multiplying the affordability gaps
by the number of households in each income level. The nexus costs at each income level are
then summed to calculate the Maximum Supported Impact Fee. See Appendix C of the
Residential Nexus Analysis Background Report for more information on affordabitity gaps.
The Maximum Supported Impact Fees are calculated both at the per-unit level and the persquare-foot level and are shown in Exhibit 4 below.

Exhibit 4: Maximum Supported Impact Fees

Per Square Foot

Single Family
Home (Lots
>8,000 SF)

Single Family
Home (6,0008,000 SF Lot)

Townhome

Condominium

Apartment

$34.20

$35.70

$43.00

$59.60

$3 ,
$41 .10

These costs express the maximum supported impact fees for the prototype developments in Mill
Valley. They are not recommended fee levels; they represent maximums justified by the nexus
analysis.
The flow chart below provides a graphical illustration of the nexus analysis.

1

Note that this assumption reflects the typical use of funds and does not preclude the City from using fee
revenues differently. For example, the City could assist rental units for the Moderate Income households,
or ownership units for Low Income households.
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Overview of Nexus Analysis
r - - - -- - - - - . [Figures In Chart Apply to Condominium Prototype.,._l_ _ _ _~--~
Starting Point
100 New Market
Rate Units
Sales Price: $850,000

New4obsln
se-ctors Serving
Reslde!lts

Distinguish
Housing Need by
Affordablllty Tier

(84!3 j06s In ratiil,

26.2units needed
through 120%AMI

resta~nnfs, other services

estimated using IMPLAN}

(based on compensation levels
for new service jobs)

100 New
Households
Avg. Income: $178,000/Yr
($17.8 Millon for 100 HHs)
estimated based on sales pnce

New Demand for
Goods and
Services
($11.7 M in new spending
after deductions for taxes,
etc.)

Nexu~ Finding:
Maximum Fee Levels

Housing Need for
Workers In Sectors
Serving Residents

$53,000 per unit
$59.60per~. ft.

32.9 units at ell income levels
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Ill. RECOMMENDATIONS
An affordable housing nexus analysis does not establish a recommended fee level, but instead
sets ceilings for the fees. In this section, KMA provides our recommendations for appropriate
onsite obligations and fee levels in Mill Valley. Our recommendations are based on a
combination of factors: 1) the findings of the residential nexus analysis; 2) the strength of the
local real estate market; 3) our understanding of the City's policy objectives and concerns; and
4) the affordable housing requirements in neighboring jurisdictions.

A. Nexus Analysis Findings
The findings of the residential nexus analysis are summarized in Exhibit 5 below.
Exhibit 5: Residential Nexus Findings
----

-

Single Family
Home (Lots
>8,000 SF)

Maximum Supported Fee Level
- Per Unit
$109,400
- Per Square Foot
$34.20

Single Family
Home {6 ,0008,000 SF Lot)

$78,700
$35.70

Townhome

Condominium

Apartment

$64,500

$53,600
$59.60

$34,900
$41.10

$43.00

Source: Keyser Marston Associates Residential Nexus An alysis Background Report, August 2015.

B. Affordable Housing Requirements in Other Jurisdictions
Karen Warner Associates, working with City Staff, assembled and summarized the affordable
housing requirements for other cities in Marin County, shown in Exhibit 6 below. Karen Warner
Associates also assembled existing published summaries of programs in other Bay Area
jurisdictions. KMA provides a brief overview here of Karen Warner Associates' findings.
For ownership projects, Mill Valley's current on site requirements are on the low end of the range
in Marin County. The onsite requirements for the cities in Marin County are in the 10% - 25%
range, with the exception of Belvedere, Fairfax, Sausalito and Ross, which do not have
inclusionary requirements. While Mill Valley requires 10% or 15% of units to be affordable, the
units are targeted for Moderate Income households and priced at 90% of Area Median Income.
Many of the Marin County cities require ownership units targeted for a mix of Low Income and
Moderate Income untts. Corte Madera and Tiburon include Very Low Income ownership units in
their program.
The cities in Marin County generally do not allow for the payment of fees in-lieu of onsite units
except for small projects (typically fewer than 10 units). The thresholds for fee payment are
shown in Exhibit 6 as well.
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When comparing fees in other jurisdictions, it is helpful to understand that fees may be
expressed in several different ways. Some jurisdictions, such as San Rafael, Marin County,
Tiburon, and San Francisco, quote their fees in terms of affordable units owed, to which the
onsite percentage requirement must be applied to determine how each market rate unit is
affected. Other jurisdictions quote their fees per market rate unit, while still others quote fees per
square fool
The conversion between the different fee types are illustrated below:

Conversion Between Different Fee Types
Fee per

lnclusionary

affordable unit

percentage

'
Fee per market

Square footage

rate unit

of unit

-

Fee per market

-

Fee per squnre

rate unit

foot

'

The per square foot expression has the advantage of adjusting for unit size, a relationship
consistent with both the impacVnexus analysis and onsite costs to the development project. In
the Exhibit below, the various in-lieu fees are translated so they are all expressed as 'per market
rate unit' and 'per square foot', assuming a 1,500 square foot townhome. This is done to ease
comparison of the various fee burdens.
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Exhibit 6: lnclusionary Obligations In Other Jurisdictions- Ownership Units
City

Onsite%
Obligation
I

Mtll Valley

Marin
County
San
Anselmo
San Rafael

o

Affordability Level

Fee
Applicable

Illustrative Amount
Per market
Per Square
Foot*
unit

.

Moderate Income
(90%AMI)

2 to 9 untts

$39 000

One unit only

$46,000

$31

10%

Low Income (60%
AMI)
Low to Moderate

None.

n/a

n/a

10% -20%

Y: at Low; Yz at

2-4 units

$25,400

$17

1 Vc0 <7 lots or
units/acre;
15% ?.7 lots or
units/acre
20%

$26

2

Moderate
Larkspur

15%-20%

Yz at low; Yz at

5-14 units

$50,719

$34

Tiburon

15% - 20%

Moderate
5% Very Low or
Low; Moderate

3-6 units

$71 ,175

$47

Novato

Up to20%

$28,000

$19

$36,800

$25

Corte
Madera

25%

Yz at low (65%
AMI); Yz at Moderate
(90%AMI)
5% Very Low; 10%
low; 10% Moderate

3-6 units
1-9 units

• Assumes 1,500 square foot unit.
' City estimate; Project specific calculation.
2
Fee only applies to fractional units or if waiver granted. Single unit projects have different fee structure.
Source: Karen Wamer Associates

For rental projects, Karen Warner Associates gathered fee information for cities throughout the
Bay Area, many of which have not adopted a rental impact fee. A selection of cities that have
recently adopted rental impact fees is presented in Exhibit 7.

Exhibit 7: A Selection of Bay Area Rental Impact Fees
City

Rental Impact Fee

San Jose
Fremont

$17 per square foot

Mountain View

$17 per square foot

Sunnyvale

$17 per square foot
$28,000 per unit

$19.50 per square foot

Berkeley
$20,000 per unit
Emeryville
Source: Karen Warner Assoctates, KMA.

KMA also notes that the City of San Francisco has adopted a rental housing impact fee with a
fee based on the number of affordable housing units 'owed' assuming a 20% inclusionary
requirement times the affordability gap, which varies by the size of the units (number of
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bedrooms). The gap for a two-bedroom unit is $367,711; this translates to a fee equal to $73,000
per market rate unit. If the developer chooses to provide units onsite, the City requires 12% of
units, rented at 55% AMI. The developer may also choose to build units at a different location,
but must set aside 20% of units off site. Most developers in San Francisco choose to provide
affordable rental units within market rate projects, instead of paying the rental impact fee.

C. Program Recommendations for Ownership Units
1. Onsite Obligation
It is our understanding that the City intends to continue requiring projects above a threshold
number of units to include affordable units within the project, rather than allowing payment of an
in-lieu or impact fee. Mill Valley's current program requires ownership projects of ten units or
more to designate 10% to 15% of units as affordable, with the units priced at 90% of Area
Median Income and targeted for Moderate Income households.
The City has discussed proposed modifications to the inclusionary ordinance at two public
meetings: the Zoning and Design Guideline Advisory Committee (ZDAC) on August 19, 2014
and the Joint City Council/Planning Commission Meeting on September 8, 2014. ZDAC
modified staff recommendations, lowering the threshold below which applicants are permitted to
pay a fee from 10 to 4 units, increasing the percentage requirement from 20% to 25%, and
distributing the affordable units among the very low, low and moderate-income levels as follows:
•
•
•

•

=
=

4-5 units 1 low income unit
6-9 units 1 low and 1 very low income unit
10+ units= 1/3 divided as equally as possible between very low, low and moderate
income, with the highest number of inclusionary units favoring very tow income when
inclusionary units cannot be equally divided into thirds.
Fractions .50 or greater equate to building a unit, remainders less than .50 are paid
through in-lieu fees.

This analysis presents two alternatives at the 20% inclusionary level and one at the 25% level
for the City to consider, with various uoptions" discussed in respect to affordability levels for
each alternative. The analysis also reflects the City's preliminary interest in lowering the
minimum threshold for building inclusionary units from 10 to 4 units.
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Exhibit 8: Onsite Affordability Options under Consideration - Ownership Units
-

Project Size Threshold for
Onsite Affordable Units
4 or more units

Affordability Requirement
Option 1: 20% inclusionary split between Low and Moderate Income
Option 2: 20% inclusionary with affordability levels based on project size
•
4-7 units - 20% moderate income
• 8-12 units -20% low/moderate (1/2 each)
•
13+ units- 20% very low/low/moderate (1/3 each)
0 lion 3: 25% inclusions

s lit between Low and Moderate Income

KMA has estimated the lost revenue to developers from requiring that a percentage of homes
be sold at prices affordable to Moderate or lower income households (compared to no
requirement); this is referred to as the 'onsite compliance costs.' KMA notes that an onsite
compliance cost analysis is not a financial feasibility analysis, which would examine all
development costs inclusive of land, all fees, financing, etc. and the financial returns to the
developer. The onsite compliance analysis only estimates the lost revenue associated with
designating a unit as affordable. To the extent that the City would allow smaller units, lesser
finishes, reduced planning and permitting fees, or other cost-saving measures for the affordable
units, onsite compliance costs can be reduced somewhat. Ultimately it is a land cost adjustment
that absorbs the extra cost, an adjustment that occurs over time and is highly influenced by
trends in the real estate market overall.
Table 1, at the end of this report, presents our estimates of onsite compliance costs for
ownership units. We have modeled the current program (10% -15% of units, depending on
density), and the three proposed Options (20% or 25% of units at various income levels). With
the market rate sales prices analyzed, the foregone revenue associated with the existing
program ranges from $92,000 to $137,000 per market rate unit, or $62 per square foot for a
single family detached unit to $103 per square foot for a condominium unit. 2
For the Options under consideration, the onsite compliance costs are higher than for the
existing program. Increasing the onsite percentage from 10%-15% to 20% or 25% and lowering
the affordability targets work in combination to increase substantially the financial impact on
developers. Table 1 presents the estimated compliance costs for the townhomes and
condominiums. Single family detached projects would presumably pay a fee in-lieu of providing
units onsite.
The City's current program is at the low end of the range of neighboring jurisdictions , with higher
affordability targets. Mill Valley's real estate market, however, is as strong or stronger than
many of the other Marin County jurisdictions, particularly those with incluslonary housing
requirements. Therefore, it is KMA's opinion that the City could increase its onsite affordable
housing requirements to 20% with up to half set aside for Low Income households, without
2

Does not indude the larger single family prototype, which is assumed to pay the in-lieu fee.
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adversely impacting development decisions in Mill Valley. We generally advise that cities assist
Very Low Income Households in some manner other than in ownership units within a larger
condominium or other ownership project due to difficulties in locating buyers who can qualify
and also due to potential long term difficulties with HOA dues and special assessments.

2. Impact Fee Level
For projects with up to four units, the City is considering charging an impact fee instead of
requiring units onsite. Since on-site compliance is not a viable option in projects so small, the
limitations of the nexus or impact fee analysis must be observed, as summarized in Exhibit 4.
For ownership units in particular, where the unit size (square foot area) can vary so widely, we
suggest a per square foot fee expression. The lowest per square foot fee level in the nexus
findings is $34 psf; we suggest going below the maximum to the $30 per square foot range.
In addition, we note that it is also possible to charge an impact fee on additions to existing
structures of residential living area.

Exhibit 9: KMA Recommendations for Ownership Units
Requirement

Recommendation

Impact Fee Level

1, 2 and 3 unit projects only. $30 psf

Onsite Obligation

20% of Units
(Mix of Moderate and Low; up to 1/2 Low)

D. Program Recommendations for Rental Units
1. Impact Fee Level
The nexus analysis establishes a ceiling for the rental impact fee at $41 per square foot.
Recently adopted rental impact fees in the Bay Area are in the range of $17-$20 per square
foot (for several cities in the South Bay), a little higher in the East Bay cities of Berkeley and
Emeryville, and substantially higher in San Francisco. Given the strength of the Mill Valley real
estate market, KMA believes that the City could adopt a fee in the $25 to $35 per square foot
range. On a per unit basis, this would translate to $21,000 to $30,000 per market rate unit for an
850 square foot unit.
For impact fees on rentals, KMA recommends that fees be levied on either a per-square-foot
basis or a per market rate unit basis. The size of rental units tends to vary less than ownership
units, so a fee per market rate unit would yield similar results as a per square foot fee, and may
simplify administration for the City.
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2. Onsite Obligation
For rental units, the City formerly required developers to set aside 10% to 15% of units as
affordable to Moderate Income households. However, since the Court of Appeal's Palmer
decision, cities have been precluded from requiring affordable units within rental projects unless
the developer receives financial assistance or a regulatory incentive from the City.
Table 2, at the end of this report, presents the onsite compliance costs for rental units. Although
the City cannot require developers to include affordable rental units in a project unless the
developer received financial assistance or a regulatory incentive from the City, it is helpful to
understand the cost of complying with the former program or with any updated new program.
Also, it could be helpful if the City will be negotiating for future onsite units In rental projects
Table 2 calculates how each 1% of an onsite compliance requirement translates to an
equivalent fee amount. For example, requiring that developers set aside 1% of rental units for
Moderate income households is equivalent to a fee of $2 per square foot (line 21 ). Setting aside
Low and Very Low income units is more costly, at $3-$5 per square foot, respectively. The
f~gures shown in line 21 can be used to calculate onsite compliance costs for various
combinations of requirements. The onsite compliance costs of Mill Valley's former program are
estimated at $22 - $33 per square foot.

It is our understanding that while the City cannot require that developers include affordable
rental units onsite, the City plans to allow developers to voluntarily set aside onsite inclusionary
rental units, at 10% Low and 10% Very Low, for which the City will offer either financial,
regulatory, or some other form of assistance in negotiation with the developer. KMA estimates
that the onsite compliance costs for this 10%/1 0% requirement are approximately $84 per
square foot (Table 2).

Exhibit 10: KMA Recommendation for Rental Units

E. Summary & Conclusions
Ownership Projects
Now that the California Supreme Court has confirmed that jurisdictions may adopt inclusionary
programs without nexus support, Mill Valley may pursue either the 20% or 25% option for onsite
units in ownership residential projects. As noted, these percentages coupled with the lower
income tiers under consideration result in substantial costs to the project compared to having no
requirement or compared to the current program. Mill Valley has had a program in place for
enough years for land prices to absorb the burden of the current program. Even so, going from
the current program to either option under consideration will still be a major adjustment such
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that the City may want to phase it in over a multi-year time period. It is also noted that the KMA
work scope did not include full financial feasibility testing; a demonstration of feasibility might be
advisable given language in the San Jose ruling .
The City is also considering lowering the threshold for requiring onsite units from the current ten
unit project size down to four units. Since onsite compliance is not a viable option in projects of
less than four units, an impact fee is advisable. The nexus analysis findings for ownership
project range from $34 per square foot to nearly $60 per square foot. Most jurisdictions choose
to set impact fees beneath the lowest maximum supported fee, which would be $34 per square
foot; however, setting the fee below the average across the unit types is probably acceptable,
although never tested in court. Differentiated fees by density are an alternative, as well. We do
recommend assessing fees on a per square foot basis (as opposed per market rate unit) for
ownership units since they can vary so widely in size.
Rental Projects
Until the California legislature acts to exempt inclusionary rental units from the Costa Hawkins
Act, which restricts setting rents in the longer term, the affordable requirement for rental projects
will have to be an impact fee. The nexus analysis provided herein concluded with a maximum
$41 per square foot fee on rental units or $34,900 per market rate rental unit. Since we
recommend setting fees lower than the nexus findings, as well as in keeping with the
competitive environment and policy priorities, we suggest a fee range for Mill Valley in the $25
to $35 per square foot, or $25,000 to $30,000 per market rate unit. Since the unit size for rental
units will not likely vary significantly, the City may wish to use a per unit cost for simplifying the
administration.
At the developer's option, the developer and City may negotiate for onsite units, in which case
the City must offer financial, regulatory or other assistance to the project. As shown in the KMA
analysis summarized in the tables at the end of this summary report, the on-site percentages in
the current inclusionary program cost the project more than the impact fee. The negotiation for
onsite units will be influenced by the relative costs of the various options with respect to percent
of units and affordability levels.
When the Legislature acts to add rental units into inclusionary programs, the City may return to
its current program or some revised version.

ATTACHMENT 4

ATTACHMENT 4

TABLE 1
COST OF ONSITE COMPLIANCE: OWNERSHIP UNITS
CITY OF MILL VALLEY
Prototype 1

Prototype3
Townho me (Attadled or
Detached)

Prototype 4
Condominium/ Attached

S,OOOSF)

Proto type z
Sln&fe Fam ily (Detached,
6,000 • 8,000 SF Lot)

3,200 sq ft
4
4

2,200 Sq ft
3
5·7

1,500 sq ft
3
10 · 16

900sq ft
15
25

Sln&le Family (Lot ove r

Unit Site
Number of Bedrooms
Density
Morlcet Rate
Sales Prices

Per SF
$781

1

Affordable Prices

1

Moderate Sales Price

Pe r SF
5285

l ow 5a'e s Price
Very l ow Sales Price
Af/ordGblllty Gop

:
I
I
I
I
I

Per Affordable l ow Unit
Per Affordable Very l ow Unit
Cost of Onslte Compliance

Per SF

$220

Ptr SF

$220

i Per Unit
i 51.369,500

Per SF

:

Per Unit

Per SF

$220

Per Unit

Per SF

I
I
I $197,900
I
I $168,400

i
i

!
n/a
_1

I <7dua
I
I $ 136,950
$62
I

i
I
!
I
I
I
I

20%mod

10%mod

2S"mod

Per Market Rate Unit
Per Sq Ft of Market Rate Unit
12.5% mod !
lncklslonary Percentage @
and 12.5" low
Pe r Marke t Rate Unit
Per SqFt of Market Rate Unit
8.3% mod !
lndusionary Percentage @
and 8.3" low
and 8.3% Vl
Per Ma rket Rate Unit
Per Sqft of Market Rate Unit
i
1

Market Study conducted In 2014.

J

calculated by KMA based o n M arin Houslna Authority mettoodology and Inputs_

I

i

2:7 dua
$205,425
$93

I
I
I
I

$910,500

I
I
I
I

i

~

l
I
I $154,750
I
I $130,000

i
iI
I
I

51.031.600

Per Unit

$617,350
$695,250
$720,000

i
n/ a

n/a

!
$91

j

$92,603
$103

$182,100
5121

SU.3,470
$137

$191,260
$128

$131,260
$146

!

•

;

$196,280
$131

$135,507
$151

$227,625
$152

$154.338
$171

!

!
$239,075
$159

$164,075
$182

!

I
I
I

!

Per Unit

$232,650

!

I
I
I

i

:

i

I
I
I

!

Per Unit

I $850,000
I

J $136,575

I
I
I
I

i

Per SF
$944

$289,500

i

and 10%1ow
Per Market Rate Unit
Per SqFt of Market Rilte Unit
lndusionary Percentage @
6.7" mod !
and 6.7%1ow
and 6.7%VL
Per Market Rate Unit
Per SqFt of Market Rate Unit
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Per SF

i

1

lnclusionary Percentage @

Per Unit

$330,500

Per Unit

I 51,200,000
I

j

Per Market Rate Unit
Per SqFt of Market Rate Unit
lnclusionary Percentage @

l
I
l
I
I

S800

1s 1.002,100

$214,320
$67
15%mod

:

Per SF

I
I
I

1<1" mod

Per Market Rate Umt
Per SqFt of Market Rate Unit
lncluslonary Percentage @

Per Unit

Per Unit

l $1,700,000
I

I
I
I

Pe r Market Rate Unit
Per SqFt of Marke t Rate Unit
lnclusionarv Percentage @

Per SF
$773

$356,800

i Per Unit
i $2,143,200

Per Affordable Moderate Unit

lncluslonary Percentage @

PtrUnlt

I $2,500,000
I

I

$245,350
$164

i

$169,383
$188
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TABLE 2
COST OF ONSITE COMPLIANCE: RENTAL UNITS
CITY OF MILL VALLEY
Prototype 5
Apartments
850 sq ft

1 Uni t Size
2 Number of Bedrooms
3 Household Size

15
2.5 persons

M grht Rgte

Per Unit

4

Rent per month ($3.53psf)

5
6
7
8
9

Annual Rent

$3.000
$36,000

Househo ld Income
Annual Operating EKpenses

$120,000

Annual Net Operating Income (NOI)

$27,100

Unit Value @ 6.0% Cap

$452,000

$8,900

Affordable Income & Rents
1

11

HH Income
Gross Rent per m onth @ 30%

12

(less Utility Allowance)

10

13

Net Rent

14

Annual Rent

I

At 120"
AMI
$99,000
$2,475
($67)

2

$2,408

15

Annual Operating Expenses '

$28,896
($8,900)

16

Annual Net Operating Income (NOI}

$19,996

17

Unit value@ 7.5% cap

$266,613

18

Gap In Unit Value

$185,387

19

Cost of Onsite Requirement Per:
Per market rate unit

20
21

1%
$1,854

Per square foot

$2.18

I
I
I
I
I
I
I
I
I
I
I
II

AtBO"
AMI
$75,300
$1,883
($67)
$1,816
$21,786
($8,900)
$12,886
$171,813
$280,187

I

I

1"
$2,802
$3.30

AtSO"
AMI

I
I
I
I
I
I
I
I

I
I
I
II

1
I

$47,100
$1, 178
($67)
$1,111
$13,326
($8,900)
$4,426
$59,013
$392,987
1"
$3,930
$4.62

l
i
I
I
I
I
I
I
I
I
I
I
II

1
I

Ons/te Cost Equ/vglents, Prior/Proposed Onslte Requirements
Per Unit

10% Moderate
15% Moderate

$18,539

Per sq uare foot

$22

Per Unit
Per square foot

$27,808

10 % l ow, 10% Very low

$33
$67,317

Per square foot

$79

Onslte Cost Equivalents, 11/ustrotlve lmpgct Fee Levels
$20.00 per square foot fee

9.2% mod

or

or

6.1%1ow

4%Vl
11% mod

$25.00 per square foot fee
or

8%1ow

or

5%Vl

1

HoliSing Authority of Marin County, average of 2 and J.person households.
Estimale based on f.gures published by Housing Authority of Marin County.
,Includes property taxes.
2
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