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The Monterey Bay Economic Partnership (MBEP) is a regional, member-supported nonprofit organization
consisting of public, private and civic entities located throughout the counties of Monterey, San Benito
and Santa Cruz. MBEP’s vision is to create a thriving region with quality jobs, excellent education and
health care, housing for all, and broadband access while preserving the natural beauty of our
environment. MBEP accomplishes this work through our initiatives: Housing; Broadband; Economic
and Workforce Development; and Policy Education and Advocacy. MBEP is a trusted nonpartisan
organization with a track record of working for the triple bottom line: equity, environment, and inclusive
economic growth. Each initiative incorporates intentional intersection of field research as well as
business and community perspective while considering sustainability, transportation, education and
public health. The result is a holistic approach to economic prosperity in the tri-county region.

I am grateful for dedicated and passionate staff working in partnership with community advocates,
business leaders, and policymakers to fulfill our mission of improving the economic health and quality of
life in our tri-county region. Special thanks to the MBEP’s Housing Advisory Committee for providing
crucial feedback on the content and overall development of Practical Housing Policy: Increasing Supply
and Affordability. I thank the many member cities, counties, and housing champions in our region, state,
and nation who continue to work tirelessly to help develop economically thriving, resilient communities
that include housing for all across all income levels and unit types. 

MBEP acknowledges and thanks Simon Sibley, founder and president of New Way Homes, and principal
author of the original Housing Policy paper in 2016; and Jon Wizard, former Seaside city council member
and housing advocate. MBEP also extends gratitude to our funders and board members for their
ongoing support and guidance. 

MBEP Housing Initiative was founded in 2016. Shortly thereafter it was taken over and led by Senior
Advisor Matt Huerta to whom we are grateful for his continued expertise, guidance and commitment.
Thank you to Gabriel Sanders, MBEP Director of Housing and Community Development Policy for
coordinating and leading the efforts, and to the following on the MBEP team: 

It is our hope that the updated paper Practical Housing Policy: Increasing Supply and Affordability will
be beneficial to the Monterey Bay Region. Please contact MBEP for technical assistance, presentation,
or more information.
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Launched in 2016, Monterey Bay Economic Partnership’s (MBEP) Housing Initiative advocates
for increased supply of all housing types at all income levels in Monterey, Santa Cruz, and San
Benito Counties. MBEP recognizes that an adequate and robust housing supply is critical to
drive and support a healthy and thriving economy in our tri-county region. 

Local governments and policy makers play a critical role in supporting solutions to our housing
crisis and must continually make sure the policies remain well-suited to the needs of the local
communities. The Monterey Bay Region has scores of zoning requirements within its 21
jurisdictions with varying requirements. Practical Housing Policy: Increasing Supply and
Affordability is an updated version of the 2018 publication which introduced a set of local
policy recommendations for increasing housing supply and affordability for the Monterey Bay
Region. All five recommendations in this updated paper have been thoroughly researched
and/or tested in other localities for their effectiveness in improving housing affordability in a
highly constrained housing market. 

Policy Recommendations Summary:
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EXECUTIVE SUMMARY
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Decrease risk and pre-development costs for nonprofit and for-profit developers with
objective design guidelines and ministerial approval for specific, needed housing
development.

Streamline permitting and reduce discretionary reviews 

Enable more efficient use of vacant or non-vacant land – especially in urbanized areas –
through updates to zoning regulations and by optimizing height limits and density calculations.

Increase allowable densities

Scale fees by square footage rather than per housing unit to incentivize more units per
development. Collect impact fees as a requirement for issuing the certificate of occupancy,
rather than earlier in a project’s timeline, to help reduce risk and financing costs to the
developer. 

Reform impact fees

Jurisdictions should thoroughly explore funding resources – from the local to state and federal
levels – and partnerships in order to increase financing option and affordable housing
production.

Increase funding sources for affordable housing

Local jurisdictions can adjust inclusionary requirements by maximizing incentives for
production. Incentives include additional density bonuses, impact fee deferrals or reductions,
or other concessions that mitigate the financial disincentives of inclusionary development.

Optimize Inclusionary Housing Ordinances

1

2

3

4

45



Included in this update are details on the requirements of 6th Cycle Housing Element
Update which each local government in the region must undertake according to state law.
Although previous Housing Element updates and Regional Housing Needs Allocation (RHNA)
cycles have had much smaller housing production goals, most jurisdictions failed to meet
them. As a result of increasing housing prices and low production, many jurisdictions have seen
a three-to-fivefold increase in their RHNA and must comply with a newly strengthened Housing
Accountability Act (HAA) enforced by the California Department of Housing and Community
Development (HCD). 

HCD staff will review updated Housing Element documents by the end of 2023 to determine
whether local government plans comply with state law and whether the policies and programs
within them can be effective. Some of the most critical aspects of the 6th Cycle Housing
Element scrutinized by HCD include demonstration of realistic capacity for housing
development to meet RHNA assignments and policies that proactively combat racial
segregation and inequality of housing opportunity in well-resourced areas per the
requirements of AB 686, which lays out how jurisdictions must comply with Affirmatively
Furthering Fair Housing (AFFH) requirements.

Practical Housing Policy recommends approaches that have accomplished progress in the
areas required by HCD for increasing jurisdictions’ ability to generate more affordable housing
in accordance with RHNA and AFFH. While no single set of policies is universally applicable,
the menu of policies in this Policy Paper provides guidance for any jurisdiction in the Monterey
Bay Region to begin or continue increasing housing supply and affordability. 

Finally, Practical Housing Policy is intended for use by local government staff, elected officials,
advocates, and housing developers in shaping and implementing housing policy. Please
contact MBEP for technical assistance, presentation, or more information.
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Monterey Bay Economic Partnership (MBEP) is a regional member-supported nonprofit
organization consisting of public, private and civic entities located throughout the counties of
Monterey, San Benito and Santa Cruz. MBEP’s vision is to create a thriving region with quality
jobs, excellent education and health care, housing for all, broadband access while preserving
the natural beauty and healthy lifestyle we all share. MBEP accomplishes work through our
initiatives: Housing, Broadband, Economic and Workforce Development, and Policy
Education and Advocacy.

Practical Housing Policy has been critical in shaping the MBEP Housing Initiative Team’s
advocacy and engagement on local policies, projects, and programs that have significantly
impacted our region’s housing agenda over the past five years. At the time of original
publication in 2018, many of these recommended policies had only started socialization and
implementation at the state and local level. 

MBEP has gained significant insights into how critical these changes are to increasing supply
and improving housing affordability. Progress has been challenged as policies become
evermore complex and dynamic. Some jurisdictions, even those with significant staff capacity
and support from their elected officials, are deferring to the state for policy changes instead
of tailoring policies at the local level. While MBEP has made tremendous strides in building a
large coalition of housing advocates across the region, a reliable NIMBY (“Not In My
Backyard”) sentiment in rural, urban, coastal and non-coastal settings often emerges in
response to proposals for multifamily housing. 
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RECENT ACCOMPLISHMENTS

2019:
The MBEP Housing Team
partnered with Kevin Dayton,
a local public policy
consultant, to create a White
Paper Progress Report and
Dashboard to help track and
support local government
implementation of our
recommendations.
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2020:
Housing Blue Paper 
After a year of convening and hearing
directly from local stakeholders, MBEP
published the Housing and Water Blue
Paper to address the impact of water
supply and policies on housing
development in the Monterey Peninsula.
Water supply continues to constrain
housing development in the Monterey
Peninsula Water Management District
service area. Affected jurisdictions must
work together to procure water resources 

that satisfy California State Water Resource Control Board (SWRCB) and California Public
Utility Commission (CPUC) requirements for lifting the cease-and-desist order that constrains
adding new water meters necessary for large-scale housing development. 
All future regional planning and directives must consider the growing severity and frequency of
natural disasters caused by climate volatility. This threat was again highlighted by the wildfires
ravaging the Monterey Bay region in 2020. Over 1,500 structures were destroyed, and another
160 were damaged in the CZU fire and fires throughout Monterey County, of which 966 were
single-family homes, and three were multifamily buildings. MBEP will continue supporting
policies that rebuild existing housing lost to natural disasters while addressing climate change
resiliency. Heavy rains in early 2023 caused flooding throughout Monterey County, causing
heavy damage and displacement especially in the Pajaro Valley community. MBEP continues to
support recovery efforts in the area.

COVID-19 Housing Response Paper:
Later in 2020, MBEP’s Housing Initiative Team
pivoted its approach to address the glaring
COVID-19 pandemic and its disproportionate
impact on communities of color, many of whom
were designated as essential workers. Our 
COVID-19 Housing Response Paper outlined
several emergency housing measures, including
opportunities for quarantining infected workers.
The paper called on private, local, state, and
federal resources to implement rental assistance,
stabilize housing conditions through preservation 

of existing housing, support renter protections including eviction moratoriums, and support
emergency housing that could also be repurposed for permanent housing. 

The COVID-19 Housing Response Paper also addressed a need for the continuation of housing
planning efforts amidst the COVID-19 health crisis and connected to our existing local policy
recommendations. While MBEP has helped create important advocacy capacity aimed at
emergency housing response and other intersections, this Policy Paper will focus on the local
policies necessary to increase housing supply through medium-term to long-term solutions. 

https://mbep.biz/wp-content/uploads/2020/04/Housing-and-Water-Blue-Paper.pdf
https://mbep.biz/wp-content/uploads/2020/08/COVID-19-Housing-Response-Framework-081220.pdf
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Accessory Dwelling Unit White Paper 
In 2021, MBEP partnered with United Way Monterey County to write Strengthening ADU Policy in
Monterey County, which included a study of the most effective policies for increasing ADU
production in the region. ADUs have proven one of the effective strategies for adding housing
supply in a difficult market, especially where constrained water supplies force development at
the fringes of available credits and existing single family properties. More detail on the ADU
recommendations can be found in section 4 of the policy recommendations. 
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HOUSING TYPES 
& MARKET SUMMARY

Debate about the effect of new supply on overall affordability is often muddled, in part, by
failing to distinguish between new housing of different types. In a region that primarily has lower-
growth industries and challenging commutes compared to higher-growth economic areas
(primarily Silicon Valley), some types of new housing construction have low induced demand. 
 Meanwhile, other types of housing, such as for-sale, single family housing – especially those that
are ideal by design and location for high-end vacation homes – have a large induced demand for
non-primary residence uses. This means that even marginal increases in single-family housing
supply are safe bets for developers to build on scarce and/or costly land in the coastal areas of
the Monterey Bay Area.

1

Buyers were eager to purchase homes while interest rates were low: purchases of detached “single
family” homes have accelerated in the years since the economic downturn of 2008. A sharp
acceleration of purchasing occurred in 2021 due to conditions imposed by the novel coronavirus
pandemic, reflecting not only an “emotionally” driven market but also eagerness to purchase in a
market characterized by scarcity and historic low interest rates.

The Monterey Bay Area’s productive agricultural region, world-class hospitality destinations and
desirable communities are in part made possible by farmworkers and service workers in hospitality,
education, healthcare, and related industries whose average wages fall far short of Housing and
Urban Development (HUD) designated affordability. Farmworkers have been priced out of the housing 

2



Page 10www.mbep.biz

market and are often forced to live in substandard housing and overcrowded conditions. Some of
the service workforce live in the cities where hospitality and tourism are main drivers for the
economies, but many have been priced out of the housing market in the cities where they work. As
a result, this workforce increasingly lives farther away from their employers. This results in longer
commute times and greater carbon emissions, demonstrating the nexus of housing, health, and
climate policies.

Due to the prohibitively high cost of homeownership in the Monterey Bay Area and relatively low
wages of service work that powers much of the hospitality and agricultural industries at the heart
of Monterey Bay Area economies, the workforce in these industries must turn to rental housing. The
chart below details what is considered to be “fair market rent” in the Metropolitan Statistical Areas
(MSAs) of the tri-county region:

1

Annual Progress Since 2018
Cities’ and counties’ Housing Elements Annual Progress Reports (APR) include data on jurisdictions’
progress towards their Regional Housing Needs Allocation (RHNA) goals, including data on all
housing development applications, entitlements, building permits, and completions, disaggregated
by type. Assuming that local governments are in compliance with reporting (some are late or have
failed to submit their APR), it is becoming easier for housing advocates to track progress and
determine whether there is a balance in new housing types within the region. 
 

3

https://www.hcd.ca.gov/planning-and-community-development/housing-open-data-tools/housing-element-implementation-and-apr-dashboard
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Pictured above: the Annual Progress Report Dashboard at the HCD.ca.gov website where all
California jurisdictions' housing permitting and construction data is searchable from 2018 to
2022. Data shown is for the Association of Monterey Bay Area Governments (AMBAG) and San
Benito Coalition of Governments (SBCOG) collected from 2018-2022.

Pictured above: the Annual Progress Report Dashboard at the HCD.ca.gov website where all
California jurisdictions' housing permitting and construction data is searchable from 2018 to 2022.
Data shown is for the Association of Monterey Bay Area Governments (AMBAG) and San Benito
Coalition of Governments (SBCOG) collected from 2018-2022.
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Pictured above: 5th Cycle progress for the San Benito Council of Governments region, including
all jurisdictions within San Benito County. Notable again is the overbuilding of Above Moderate
Income housing and drastic underachievement of lower income and moderate income housing.
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Per California state law, all city and county governments must submit a compliant Housing
Element by December 15th, 2023. These updates are generally required every eight years and
this is the 6th update to Housing Elements since state law first required the planning process in
1969. The policies outlined in Practical Housing Policy have been selected because they can help
increase local governments’ ability to produce much needed housing in the Monterey Bay area,
especially affordable housing, in order to meet the Regional Housing Needs Allocation (RHNA) by
the end of the 6th Cycle in 2031.

Regional Housing Needs Allocation (RHNA) Goals
The Association of Monterey Bay Area Governments (AMBAG) assigned the Regional Housing
Needs Allocation (RHNA) to each jurisdiction in Monterey and Santa Cruz counties, and the San
Benito Council of Governments (SBCOG) was responsible for assigning RHNA for San Benito
County. RHNA numbers for each region are determined by the CA Department of Finance and
include numbers for each income category. Using projections for job and population growth – in
addition to previous unfulfilled RHNA housing development obligations – it is the responsibility of
AMBAG and SBCOG to assign housing unit development at quantities by affordability level to
each individual jurisdiction, as shown in the table below. (A full breakdown by city can be found
in appendix section A1.)

6TH CYCLE 
HOUSING ELEMENT CONTEXT
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the extent to which existing uses may constitute
an impediment to additional residential
development
the city's or county's past experience with
converting existing uses to higher density
residential development
the current market demand for the existing use
an analysis of any existing leases or other
contracts that would perpetuate the existing use
or prevent redevelopment of the site for
additional residential development
development trends
market conditions
regulatory or other incentives or standards to
encourage additional residential development
on these sites.

Realistic Capacity for 
Affordable Housing 

Jurisdictions must identify sites that can demonstrate
realistic capacity – the probability that a site will be
developed for a target number of units – for their
RHNA in the sites inventory. Zoned density alone
does not constitute realistic capacity, most
specifically for sites zoned at 20 dwelling units (du)
per acre (the minimum for realizing affordable
housing without deed restriction) or higher. per CA
government code 65583.2, jurisdictions must specify
the development potential for sites zoned for 20
du/acre and explain the methodology used to reach
the development potential listed for the site in the
sites inventory. Critically, the justification must
include consideration of factors such as:

Housing Element
Requirements
Housing Element law requires
extensive documentation of
housing markets, stock, and
production details for every local
government in the state of
California. The California
Department of Housing and
Community Development
maintains a useful web page with
all requirements. Requirements
below are not exhaustive, but do
highlight critical aspects of the
requirements added for the 6th
Cycle update and which have
presented challenges for
jurisdictions across the state.

Housing elements must include
analysis of the current housing
stock, recent and historical trends
in housing development, along
with governmental and
nongovernmental constraints to
development. The Housing
Element must also propose
enforceable policies and
programs to address and
remediate them sufficiently to
allow the jurisdiction to meet its
RHNA goals.  Additionally, Housing
Elements must include a sites
inventory, or an exhaustive list of
parcels and their site
characteristics, to accommodate
the number of housing units in the
RHNA.

4

https://codes.findlaw.com/ca/government-code/gov-sect-65583-2/
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In addition to demonstrating realistic capacity – or the likelihood that sites in their sites inventory
can accommodate RHNA – local governments must demonstrate how their planning and
development will meet Affirmatively Furthering Fair Housing (AFFH) requirements set forth in AB
686. Per state law, local governments must include in their Housing Elements analysis of patterns
and trends of racially concentrated areas of affluence and, conversely, demonstrate how the
Housing Element will:

…combat housing discrimination, eliminate racial bias, undo historic patterns of
segregation, and lift barriers that restrict access in order to foster inclusive
communities and achieve racial equity, fair housing choice, and opportunity for
all Californians.5

Recommendations in Practical Housing Policy will focus more specifically on policies for removing
governmental constraints and incentivizing development in such a way that local governments can
both increase housing development – including affordable housing – and meet AFFH requirements.
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A crosswalk and review was conducted of both the local policy recommendations as well as state
and regional policies implemented including California Department of Housing & Community
Development, the San Diego Housing Commission, and multiple policy groups in the San Francisco
Bay area. This generated the following list of most promising policy changes that could be
adopted by jurisdictions in the tri-county Monterey Bay Region: 

POLICY CHANGE 
RECOMMENDATIONS

STREAMLINE PERMITTING AND REDUCE DISCRETIONARY REVIEWS01
Housing Element Goal: Remove governmental constraints to housing development and
especially affordable housing development; accelerate production of affordable housing and
increase likelihood of meeting RHNA targets.

Policy Summary: Decrease risk and pre-development costs for developers with objective
design guidelines and ministerial approval for specific, needed housing development.

Discretionary review can take several forms, including architectural or planning commissions,
city council or board of supervisors meetings. In such a review, an appointed or elected
commission decides whether a project meets local standards, many of which are not
necessarily written into law and are therefore, subjective based on the discretion of the
appointees or electeds. 

These planning processes can present significant challenges for deed-restricted affordable
housing development. Failure of otherwise beneficial and well-designed projects to pass
through discretionary committees or even elected boards due to minority opposition frustrates
developers and housing advocates alike. 

COST OF DISCRETIONARY REVIEW & BENEFITS OF STREAMLINING1a
The cost of discretionary reviews 
Developers can lose valuable time and money to discretionary review even if the first round
approves the project. If the development project survives, the housing can become more
expensive to compensate for increased pre-development costs, especially for multiple rounds
that can add months or years to a project.

Discretionary reviews are subjective and often lack clear standards, creating significant
uncertainty and risk for developers. Local planning agencies can also be vulnerable to
pressure from narrow interest groups, including NIMBY (Not In My Back Yard) groups who may
oppose development, especially “affordable” development in their neighborhoods. Developers
may become unwilling to engage in the process at all as a result.
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SB 35 (2017, Weiner): creates a streamlined approval process for infill developments in
localities that have failed to meet their previous regional housing needs allocation (RHNA).
Eligible projects must include 50% units affordable at or below 80% AMI for rental or
purchase.  Note: SB 35 sunsets in 2023 and must be renewed through a new bill, SB 423,
introduced by Senator Scott Weiner in 2023.
SB 10 (2021, Weiner): enables creation of ordinances by local governments for increased
neighborhood density up to 10 units/acre. Projects enabled by such an ordinance would be
exempt from CEQA, and individual jurisdictions can decide whether to include exemption
from discretionary review as well. To qualify for the ordinance, projects must be classified
either as infill and either:

consistent with the definition used in Senate Bill 35 (2017), or
near high-quality public transportation or a job-rich area

TIn 2016, Terner Center’s Carol Galante and Carolina Reid published a paper outlining the
costs of discretionary review and benefits of streamlining and ministerial or by-right approval
processes and lauded then-Governor Brown’s proposal for a new Permit Streamlining Act. In
the years since, several bills have passed introducing avenues for streamlining and, critically,
exempting project applications from California Environmental Quality Act review, which has
been cited as one of the most severe obstacles to housing development by scholars,
developers, advocates, and local governments.   Some of the marquee bills that enable
and/or facilitate ministerial approval and exemption from both discretionary and/or CEQA
review include:

7

Benefits of streamlining
The most obvious benefit of streamlining the process is the reduced time and money spent on
approval processes. Additionally, with clear design guidelines in place ahead of time,
developers can apply for permits with near certainty of approval, reducing the risk of using
their valuable time and resources. Critically, streamlining and elimination of discretionary
hearings drastically reduces the chances that NIMBY or narrowly focused interest groups can
prevent much-needed housing development.

Existing streamlining options for ministerial or by-right approval fast track affordable housing
development, resulting in more – and affordable – housing in the places where it is needed
most (see SB-35 below.) This reflects a greater focus on equity in governmental permitting
processes on its own; creating streamlining processes for more kinds of housing, even market
rate housing, can further increase available housing stock and exert downward pressure on
prices. Please see appendix section A2.1 for sample local streamlining policy language.

Introducing objective development standards to facilitate ministerial and by-right approval
mechanisms requires thoughtful and inclusive process,  as many factors must be considered in
creating such standards to proactively solve development challenges.

SUCCESSFUL STREAMLINING LEGISLATION1b
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The bills above do not represent an exhaustive list of those that enable streamlined approval
of affordable housing projects or exemption from CEQA for housing development regardless
of affordability levels. The California State Legislature has demonstrated considerable
willingness to create new pathways for development in recent years, albeit with considerable
influence from the building trades unions who themselves are divided on the requirements to
write into housing development laws.

Debate continues both inside and outside the legislature as to whether inclusion of prevailing
wage, “skilled and trained” labor, and other worker benefits tied to union labor is a net
positive for the amount of housing that such bills can produce. MBEP acknowledges that
unions provide invaluable service, protection, and benefits to their members while
guaranteeing a high standard of work for developers and will continue to engage with local
union representatives to find solutions that serve both housing production goals and the
individual needs of workers in the building trades, whether represented by unions or not. 

AB 2011 (2022, Wicks): creates a CEQA-exempt, ministerial approval process for multifamily
housing developments on sites within a zone where office, retail or parking are the
principally permitted use. AB 2011 projects must pay prevailing wages to construction
workers, among other labor standards. The law provides for slightly different qualifying
criteria:

100 percent affordable projects
mixed-income projects located in commercial corridors

AB 2234 (2022, Rivas): mandates public agencies to publish formal application checklists
for post-entitlement housing development permits. Local agencies must respond within 15
business days after an agency receives an application by identifying any specific
information from the published checklist and must complete their review of any complete
application within 30 business days.

INCREASE ALLOWABLE DENSITIES02
Housing Element Goal: Increase efficient use of available land within cities to allow
increased development of multifamily, affordable housing near public amenities, resources,
and transit; assists with meeting RHNA and AFFH requirements.

Policy Summary: Enables more efficient use of vacant or non-vacant land – especially inside
of urbanized areas – through updates to zoning regulations and by optimizing height limits and
density calculations. Furthermore, local jurisdictions can reduce or eliminate minimum parking
requirements, the single most significant disincentive to building a higher number of smaller
and affordable units in a project. Such policies remove unnecessary barriers to development
of higher-density housing, which is more affordable by design, and can indeed incentivize the
development of such projects.
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OPTIMIZE HEIGHT LIMITS & DENSITY CALCULATIONS2a

Raising height limits in downtowns and other denser areas enhances project feasibility,
reduces environmental impact, and grows tax bases through the increased population and
economic activity. 
Increasing floor to area ratio (FAR): Allow maximum use of a parcel by increasing the ratio
of floor space to parcel area. This works in a complementary manner with many other
policies in this section and can take the form of:

Minimizing setbacks, especially for upper stories in dense urban areas
Reducing parking requirements
Reducing open space requirements per unit by availing of nearby public open space

Removing units-per-acre density limits and instead defining allowable unit construction by
building envelope size, i.e. by height, setback, and specific, objective design guidelines in
order to fit more units on a given parcel. 
Considering local density bonus programs to further reward affordable unit inclusion with
added allowable density on a project basis. More details are in the next section.

The needed growth in housing supply now and in the future will come from higher density, infill
development. Current zoning and design regulations prevent this kind of construction.
Throughout California, jurisdictions are updating zoning in downtowns and denser corridors to
enable projects that create new supply of high-quality housing (often mixed-use) to occur.

These updates include: 

Successful examples of local density bonuses include the City of San Diego’s enhanced
density bonus ordinance, which helped create 6,000 more units than were estimated under the
stock state housing law. This additional development created 463 deed-restricted affordable
units, which required little to no public subsidy.  The City of San Diego now offers a 100%
density bonus for micro-units near high-performing transit stops.

In March 2021, the City of Santa Cruz approved a Flexible Density Ordinance that is expected
to increase the supply of smaller efficient unit types across the city; it has also invested
significant resources in updating its downtown plan.      The cities of Salinas, Watsonville, and
Seaside have also created specific plans to manage revitalization efforts of targeted higher-
density areas.

8

9

10, 11

12, 13

ENHANCED DENSITY BONUS PROVISION2b
Originally enacted in 1979, California's Density Bonus Law (Gov. Code §§65915 - 65918) allows
a developer to increase density on a property above the maximum set under a jurisdiction's
General Plan land use plan.   The law also allows minor zoning concessions in a development
that set aside a certain percentage of homes for lower-income households, with the goal of
encouraging developers to build projects that included deed-restricted affordable units,
without requiring the state or local government to provide a direct cash subsidy. Since 2018,
there has been significant progress at the state level to strengthen the Density Bonus Law
(SDBL); largely modeled on the success of San Diego’s Affordable Homes Bonus Program
(AHBP).

14
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Riverfront Apartments in the City of Santa Cruz, which will feature 175 homes, 15 of which
will be designated affordable at 50 percent Area Median Income (AMI), and 5 at 80
percent AMI. Applying the density bonus allowed the Riverfront Apartments to reduce
parking requirements and setback restrictions and exceed zoned height limits.
558 Main Street in the City of Watsonville will feature 50 homes, 10 of which will be
designated affordable at 80 percent AMI. Application of the density bonus allowed for the
development to reduce the commercial parking requirements (16 spaces), thus reducing
associated costs.

To prevent developers paying fees in lieu of building affordable housing or building affordable
housing off-site, San Diego enhanced the density bonus to allow for even more units and even
more zoning concessions. This resulted in almost 500 new homes built throughout their city,
none of which required any public subsidy. The tremendous success of the City of San Diego’s
Affordable Homes Bonus Program (AHBP)    laid the foundation for statewide efforts to expand
AHBP in AB 2345 which Governor Gavin Newsom signed into law in September of 2020.

Two recent examples have taken advantage of the SDBL in Santa Cruz County:

15

ENHANCED DENSITY BONUS PROVISION2b

(Riverfront project rendering: Humphreys & Partners Architects, L.P.)
 

AB 2334: Affordable Housing: Density Bonus in Low-VMT Areas: Enacted in January
2023, AB 2334 (Wicks) expands eligibility for four incentives or concessions to 100 percent
affordable housing projects and developments in designated counties located in a very low
vehicle travel area. A "very low vehicle travel area" is defined as an urbanized area where
the existing residential development generates VMT per capita that is below 85 percent of
the regional or city's rate. AB 2334 represents the first time the state's density bonus law
provides unique benefits to housing developments based on vehicle miles traveled.

Several positive developments through recent laws enacted can assist with local jurisdictions to
maximize density for transit-oriented and mixed-use development:
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AB 1551: Planning & Zoning: Development Bonuses - Mixed-use Projects: Effective
January 2023, AB 1551 (Santiago) reinstated a portion of the density bonus law that
sunsetted at the end of 2021. By renewing the program for commercial developments until
Jan. 1, 2028, the law reinstates the requirement for a city to grant a "development bonus" to
a commercial developer when they partner with an affordable housing project. To be
eligible for the development bonus, at least 30% of the housing units must be restricted to
lower-income residents, or at least 15% must be restricted to very low-income residents.
HCD data on the previous adoption of this particular commercial development bonus, in
effect between 2016 and 2021, display insignificant levels of utilization by local
governments and developers alike. MBEP hopes to foster relationships that will allow
jurisdictions to avail of the new bonus more effectively.

AB 682: Planning and Zoning: Density bonuses - Shared Housing Buildings: AB 682
(Bloom), passed in 2022 and enacted in 2023, adds a new category, "shared housing
building," to the State Density Bonus Law. As defined by AB 682, a shared housing building is
a residential or mixed-use structure with five or more "shared housing units" and one or more
common kitchens and dining areas designed for permanent residence of more than 30 days
by its tenants. To qualify for a density bonus, the shared housing facility must include 10%
lower-income units, 5% very low-income units, or be a senior housing development. With this
addition, AB 682 aims to ease roadblocks facing co-living housing projects in two meaningful
ways: (1) By expanding a new category to the State Density Bonus Law, (2) while also
prohibiting local jurisdictions from imposing minimum unit size or minimum bedroom
requirements for eligible shared-housing building projects. This is an essential contribution
since shared-housing projects in the past could not meet local requirements because of the
small size of units and scale of the project. The new legislation opens up the density bonus
law to support and incentivize a broader range of housing options.

Allowing a preference for subsidy vouchers in inclusionary units, whether to incentivize more,
similar projects or to achieve a deeper level of affordability. Allowing those vouchers to help
pay for the creation of new affordable housing units would be a clear, immediate benefit to
increase the speed of affordable housing development in the Monterey Bay region. 
Require acceptance of subsidy vouchers. Alternatives to building inclusionary rental units
onsite can increase project feasibility, but can be counterproductive in terms of increasing
the supply of affordable units. Any below-market rate units require subsidy from one source
or another, and for-profit developers, generally, must subsidize the units themselves without
the aid of government funding (see section 6). All large-scale rental housing developments
(e.g. 10 units or larger) should include some units accessible to lower- income households
through subsidy vouchers. This can provide affordability even in developments without deed-
restricted affordable units. Jurisdictions should focus on enforcing the requirement to accept
subsidy vouchers, usually in the form of Housing Choice Vouchers (HCVs). 

In addition to the density bonus structure described above, other potential improvements to the
region’s current bonus laws for creating affordable housing and other less expensive, denser
units include: 
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The Salinas Inclusionary Housing Ordinance, updated in 2017 and applied to the downtown
as of October 2022, includes a $5 per square foot in-lieu fee that was higher than
economically feasible for some projects, so a compromise was reached permitting
developers to pay $2 per square foot if the developer voluntarily agreed to allow Housing
Choice Voucher holders to access 12% of their rental units (matching the percentage of units
required required to be rentals.) This incentive addresses the need for more access to units
for existing voucher holders, struggling to find apartment owners who accept their vouchers.
Rental bonus: Adding a rental housing density bonus may encourage developers to build
more homes per project. Such a bonus requires that a developer guarantee a base number
of homes in a project are rentals instead of for-sale units in exchange for higher allowable
density. This has yet to be as widely used as other local density bonus ordinance programs.
Inclusionary rental units are more difficult to incorporate financially into a project than
market rate units. Jurisdictions may choose to structure an additional rental density bonus on
top of inclusionary housing bonuses (e.g. 10%) for projects that are guaranteed to be rental
projects. This approach has proven successful in San Diego.

While density bonus policies alone will not solve the housing crisis, the adoption of this policy is
one of the most powerful tools available to jurisdictions for increasing housing feasibility,
affordability and production. Please see appendix section A2.2 for sample local density bonus
language.

Affordable Homes Bonus Program Production vs. 
2016 California Density Bonus Law Production

 

(Table sourced from Circulate San Diego, May 2020   )
 

REDUCING AND ELIMINATING PARKING REQUIREMENTS2c
Over the course of past and current legislative sessions, Assemblymember Laura Friedman has
pursued parking requirement reform primarily intended to reduce the cost of housing, while
also addressing climate and equity considerations. When it comes to climate, it is important to
highlight that transportation emissions account for nearly 40 percent of California greenhouse
gas emissions.17

16



Greatly reducing – and ideally eliminating entirely – parking minimums in core downtown
zones, combined with parking districts where needed.

In fact, parking requirements are the single biggest disincentive for building a higher number of
smaller, usually more affordable units in a project rather than larger, fewer, and more expensive
units.       In a 3- to 4-story infill project with smaller units, for example, ground-level parking can
take up 2.5 times the amount of land as the building(s). Projects must choose between fewer
units (and thus charge more for each unit) or adding structured, underground, or lift parking,
which adds considerable cost to the project. In a recent study by Santa Clara University,
researchers found that the cost of garage parking to renter households is approximately $1,700 a
year, or an additional 17% of a unit’s rent.

The Monterey Bay Region includes many areas that would benefit from more efficient use of
available land, especially in urban cores with readily available public transit. As such, MBEP
strongly supported AB 2097, authored by Assemblymember Laura Friedman, as it moved through
the California state legislature. The bill was signed into law in 2022 and prohibits a public
agency from imposing any minimum automobile parking requirement on any residential,
commercial, or other development project, as defined, that is located within 1/2 mile of public
transit. Local jurisdictions should see more efficient use of surface development for residential
purposes.

The theory driving these bills is that many more homes will be financially feasible for developers
and more affordable for renters when they are located near jobs and transit. Such development
can create walkable, bike-friendly, and bus-friendly communities with lower carbon emissions
and can be accomplished by implementing these measures:
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Reducing parking minimum
requirements directly addresses the
link between climate and housing, as
locating more homes near transit
can encourage greater transit
usage, thereby reducing car
dependency. Reduced parking
requirements also benefit
communities of color who are
disproportionately affected by
minimum parking requirements as
they are paying for parking they are
not utilizing and can’t afford. For
example, in California, Black
households are almost three times as
likely as white households to not own
a car. Regardless of whether renters
own a car, the cost of on-site
parking is still passed on to them.

20

18, 19



Greatly reducing – and ideally eliminating entirely – parking minimums in core downtown
zones, combined with parking districts where needed.
Reducing parking requirements in other locations served by walkable amenities and public
transit.
Reducing parking requirements as an incentive for lower-parking policies, such as additional
bike amenities, car-sharing amenities, and institution of low-car ownership rental
preferences. 
Incentivizing commercial property owners to share existing parking with nearby residential
projects where appropriate. 

Many local governments in California have already taken steps to eliminate minimum parking
requirements in order to incentivize development. The City of Oakland first eliminated parking
requirements near transit in 2017. This has reduced the cost of new housing construction and
resulted in a “mini-boom of walkable, transit-oriented apartments near BART and AC Transit
stops, and within a short distance from the city’s primary job locations.”    The cities of
Sacramento and San Francisco followed suit in 2018, both eliminating minimum parking
requirements citywide.       In 2019, the City of San Diego also eliminated parking requirements
for new housing in proximity to transit, which were adding an estimated $40,000 to $90,000 to
the cost of a single unit of housing. This added up to thousands more dollars per year in rent and
mortgage payments, according to a city report that surveyed over 30 locations in transit priority
areas.

Page 24www.mbep.biz

21

22, 23

24

REDUCING OR ELIMINATING COMMERCIAL SPACE REQUIREMENTS2d
In mixed-use zones around the region, there are often requirements for how much space must
be allocated to commercial or even retail. This can be all street frontage, the full first-floor, or
in the case of unincorporated Santa Cruz County, 50% of the square footage of the entire
development.

When considering the potential for reducing greenhouse gas emissions and locating new
affordable housing near transit, jobs, and other public amenities (as required by AFFH laws,)
mixed-use zones are typically ideal locations for higher density development. In most cities,
this is where density is often already most prevalent and least controversial. Such zones are
also targeted for development through state legislation such as AB 2097 for reduced parking
requirements (detailed in section 1c) and streamlined development of affordable housing in AB
2011, detailed below. 

Eliminate commercial space requirements for 100% affordable housing developments.
San Jose approved this change in early 2022, citing that funds available for affordable
housing development do not allow developers to spend money on commercial space and
there are no other significant sources of funding available. Additionally, in most places, even
if a developer is able to support the cost of building commercial space, finding a business
that can support the costs needed to build out and pay the rent in this market is challenging.

Policies to improve efficient residential use of areas zoned commercial
include:

25, 26



Allow for at least 50% of unused existing ground floor commercial space to be
converted to residential. Salinas approved this change in 2020 as part of the Central Area
Specific Plan.
Allow housing behind and above any first-floor commercial/retail space, requiring at
most only a certain depth of commercial space along the primary street frontage. The City of
Monterey updated its Lighthouse Specific Plan – which governs uses along one of the main
commercial corridors in the city – in 2022 to allow for residential uses on the ground floor of
commercial and mixed-use developments.
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Adaptive Reuse 
Jurisdictions can increase the likelihood of
redevelopment of non-vacant sites with
adaptive reuse ordinances such as the one
implemented in Salinas. In the downtown area
of the city, existing commercial buildings –
especially “blighted” buildings – may be
repurposed or replaced with residential or
mixed-use development. 301 Main St. –
previously the Rabobank building built in 1925 –
was converted to 49 studio apartments, many
of which are “affordable by design” at
moderate income levels. 300 Main St. was built
in 1930 as the Bruhn Building and now includes
ground floor commercial space with 19
renovated apartments above.

The COVID-19 pandemic has
also had a profound impact on
the workplace and by extension,
demand for commercial space.   
According to a poll conducted
in October 2020, 33% of the
nation’s workforce is working
completely remotely, leading to
a reduction in the demand for
commercial office space. Green
Street, a real estate research
firm, estimates this figure to be
a 10-15% reduction lasting long
after the pandemic’s end. 

27

Outside of core downtowns, allow street frontage
space to be a construction type and design

that can allow for conversion between
residential use, live-work space, and 
retail uses, allowing demand to
drive use over time. 

SB 6: Local planning: housing: commercial zones: Senate Bill 6 (2022, Caballero)
originally appeared in 2021. Recognizing the housing opportunity presented by this shift in
commercial space demand, California State Senator Anna Caballero authored Senate Bill
1385 in 2020 and Senate Bill 6 in 2021. Though these bills did not advance through the
legislative process and become law in 2021, they facilitated a conversation about how our
communities can be more adaptable to the changing economic forces that have resulted in
many shopping malls and big-box stores becoming vacant and taking up valuable land.
Eventually, SB 6 made it through the legislature and was signed into law in 2022.

Bills that address the opportunity for commercial space conversion to
residential include:

https://news.gallup.com/poll/321800/covid-remote-work-update.aspx


AB 2011: Affordable Housing and High Road Jobs Act of 2022: Assembly Bill 2011 (2022,
Wicks) makes affordable housing a by-right use in all commercial corridors under specified
criteria regarding affordability level, construction labor rules, and environmental protections.
As mentioned in a recent Cal Matters guest commentary by Dan Silver and Amanda Brown
Stevens, “a recent case study from Urban Footprint found that households on commercial
corridors affected by AB 2011 would use 40% less water, drive 33% fewer miles and produce
up to 45% fewer greenhouse gas emissions.   ” The bill takes effect on July 1, 2023.
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COMPREHENSIVE PRO-ADU PRODUCTION POLICIES2e
Housing Element Goal: Increase affordable housing production in existing high-resource areas;
create mixed-income neighborhoods in compliance with AFFH requirements.

Policy Summary: Recent state legislation (SB 9 and others) has opened up more neighborhoods
to accessory dwelling unit (ADU) production. Cities can use over-the-counter, pre-approved
designs for ADUs and Junior Accessory Dwelling Units (JADUs) to ease the creation of affordable
housing in existing single-family home neighborhoods; further streamlining and easing of
restrictions can augment this production.

Accessory dwelling units (ADU) and Junior Accessory Dwelling Units (JADUs) are an innovative
and effective option for adding much- needed affordable housing to existing single-family
home neighborhoods. 

Locally, Salinas has permitted 244 ADUs since 2021, including 134 in 2022; Pacific Grove has
permitted at least 68 since 2021; and Seaside has permitted more than 120 in the last four
years, including 51 in 2022 alone. Portland provides the best example of a jurisdiction similar in
size to the Monterey Bay Region that has rapidly increased its ADU production through a
systematic policy-change effort. The above chart shows the effect of repeatedly analyzing and
acting on opportunities to increase production of ADUs in Portland. 29

Analyzed problems and systems affecting the construction of ADUs in the county, including
inequities, baseline, trends, and changes over time.
Identified effective solutions (strategies) and supported their implementation, either directly
or by advocating for program, practice, and/or policy changes.
Supported mutual accountability for results by monitoring implementation and addressing
new challenges as they arise.

Legislation in 2022 continued to improve ADU policy. AB 2221 clarified ADU language and
removed permitting hurdles for ADU applicants. SB 897 and 916 clarified construction guidelines
for ADUs, increasing height limits and maximizing bedroom counts while lowering barriers to
development. 

In order to address remaining barriers, United Way Monterey County formed an ADU Advisory
Group to develop cross-functional coordination, synergy, and collaborative action in support of
the development of new ADUs in Monterey County. The Advisory Group:

1.

2.

3.

30
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This work helped lead to the noteworthy implementation of pre-approved ADU plans in
Monterey County in the cities of Salinas and Seaside.      Jurisdiction-level policies detailed
in the 2021 Strengthening ADU Policies and Practices in Monterey County white paper put
forth by United Way Monterey County and Monterey Bay Economic Partnership are helpful in
furthering local efforts to increase ADU production in our region. To the right is a list of pro-
ADU policies compiled by this group.

31, 32

33, 

34

35

For more reading on ADUs in the state of California, please review California Department of
Housing and Community Development (HCD)’s recently updated 2022 Accessory Dwelling
Unit Handbook.

https://uploads-ssl.webflow.com/636438b9a8fa9570ec6aa73e/64955805f426c54063be762a_FINAL_%20MC%20ADU%20White%20Paper%2012.13.21.pdf
https://www.hcd.ca.gov/sites/default/files/2022-07/ADUHandbookUpdate.pdf
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City of Salinas adoption of several changes to scale impact fees by square footage rather
than by unit count. 
Adjustments made by the County of Santa Cruz to link its fee structure to net new square
footage rather than unit count.

Impact fees continue to be a major roadblock to development. To date, aside from a
requirement in SB 330 (Skinner) Housing Crisis Act of 2019, no significant limits have been
placed on the imposition of impact fees by local agencies. SB 330 prevents fees for a
development project from being increased once a completed development application has
been submitted to a city or county for review and approval. 

Jurisdictions in our region continue to assess some fees that are charged per housing unit
created, without regard to whether the unit is a 4,000-square-foot single-family home or a 400-
square-foot rental apartment. This provides a financial disincentive to build smaller units that
would have a much greater effect on improving the market’s affordability. 

This recommendation was further validated in the Terner Center’s Impact Fee Study (2019),
which thoroughly evaluated 40 local governments’ impact fee practices and found that “setting
fees on a per-unit basis incentivizes less-dense development…” and “charging lower fees to
reflect the lesser impacts of multifamily developments, particularly when they are situated near
transit or built for special needs populations, can incentivize more affordable and sustainable
unit types.” In fact, the study found that in most cases, the use of per-square-foot impact fees
lowered the costs of developing single-family homes. 

Two examples of efforts to more equitably collect fees and to reduce
barriers to development include:

36

37

REFORM IMPACT FEES03
Housing Element Goal: Remove governmental constraints, incentivize development of higher
density housing with greater affordability.

Policy Summary: Scale fees by square footage rather than per housing unit to incentivize more
units per development. Collect impact fees as a requirement for issuing the certificate of
occupancy, rather than earlier in a project’s timeline, to help reduce risk and financing costs to
the developer. 

SCALE ALL FEES BY SQUARE FOOT, NOT PER UNIT3a

DEFER DEVELOPMENT IMPACT FEES3b
Paying impact fees during the early stages of a project’s development, such as at the time of
entitlement approval or building permit approval, requires developers to finance these costs for
several years prior to when the impacts are actually felt by the community. In contrast,
collecting all impact fees as a requirement for the issuance of the certificate of occupancy,

https://ternercenter.berkeley.edu/wp-content/uploads/pdfs/Residential_Impact_Fees_in_California_August_2019.pdf
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38

 rather than earlier in a project’s timeline, will help reduce risk and financing costs to the
developer. This approach can be used with all local government-controlled impact fees, such as
those levied for water, sewer, traffic/street improvements, daycare, affordable housing impact,
groundwater/impervious surfaces, parks, etc. 

Some large impact fees are not controlled by local governments, such as schools and water
fees; these will require engaging those respective agencies. In November of 2018, the City of
Salinas approved deferring all impact fees on new residential housing developments in order to
address a lack of affordable housing and catalyze increased construction. This ordinance is now
in effect, pushing the collection of fees until the issuance of the certificate of occupancy. City
staff estimate that this ordinance will delay collection by about two years for a given project
but with no appreciable impact to the city.     Please see appendix section A2.3 for sample
local fee deferral language.

INCREASE FUNDING SOURCES FOR AFFORDABLE HOUSING04
Housing Element Goal: Increase likelihood of affordable housing development by increasing
the availability and diversity of financing options.

Policy Summary: Jurisdictions should thoroughly explore resources and partnerships in order to
increase finance and affordable housing production. Additional local matching resources could
include dedicating a portion of transient occupancy taxes, cannabis revenues, school district-
sponsored housing bonds, vacancy tax ordinances, establishing a Commercial Linkage Fee, or a
local housing bond measure similar to those approved across much of the Bay Area. Finally,
local jurisdictions can partner with other public agencies to identify appropriate sites for
housing development. 

LOCAL FINANCE FOR AFFORDABLE HOUSING4a
Because jurisdictions often do not have local match sources, they are not competitive for state
and federal resources. Many awards are based on local jurisdictions’ ability to leverage their
resources, such as Low-Income Housing Tax Credits. Counties and cities in the Monterey Bay
region can pursue opportunities to finance affordable housing production – sources other than
taxing important types of housing production such as rental housing – consistent with the goal of
increasing to finance affordable housing production. Exploration of other local matching
resources could include dedicating a portion of transient occupancy taxes, cannabis revenues,
school district- sponsored housing bonds, vacancy tax ordinances, establishing a Commercial
Linkage Fee, or a local housing bond measure similar to those approved across much of the Bay
Area. 

Recent election cycles have resulted in many local jurisdictions passing taxes and fees to fund
affordable housing. Bay Area voters approved over $2 billion in local housing bonds; however,
these measures typically require 66% voter thresholds that are very expensive and challenging to
pass. MBEP supported Measure H in Santa Cruz County, a local parcel tax measure in 2018 that
would have generated over $140 million in new resources and helped build over 1,500 new
affordable homes within 10 years. The measure garnered 55.39% support across the county. Local
governments must often pursue other methods unless the voter threshold is lowered to 55%.
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Additional housing-related funding measures across the Bay Area may also be found at UC
Berkeley’s Urban Displacement Project, which has created a Policy Map to catalog local policies
in the Bay Area that contribute to affordable housing development.

Santa Cruz County and Watsonville provide local examples of modest commercial linkage fees
that are generating revenue for affordable housing. Santa Cruz County’s fee is $3 per square
foot for all non-residential construction but exempts governmental and institutional uses. For
construction in agricultural zones, the fee is reduced by half.    The commercial linkage fee in
Watsonville was set at $1.50 per square foot in 2019 for all commercial and industrial projects
more than 1,000 square feet. This fee is automatically increased each year by half of the annual
percentage change in the House Price Index and has so far helped fund two projects with a
combined 125 units.

39

PARTNER WITH OTHER PUBLIC AGENCIES TO IDENTIFY SITES4b
The State Surplus Lands Act requires that local governments identify their publicly owned sites
that could be developed into affordable housing and report them to HCD for availability on a
publicly available list and mapping tool.   In addition to these sites, local governments can
partner with school districts and other special districts that may have access to free or reduced
land that is considered infill or near infrastructure and services. Assembly Bill 1486 expands on
the State Surplus Lands Act by broadening the definition of “Local Agencies” to include not only
city, county, and district, but also specifies sewer, water, utility, local and regional park districts,
and others.

According to a report on Education Workforce Housing by UCLA CityLAB and UC Berkeley’s
Terner Center for Housing as well as Berkeley’s Center for Cities and Schools, school districts in 

40

41

42

California own at least 75,000 acres of land that are potentially suitable for housing.   In the
Monterey Bay region, some school districts are interested in or have been actively working on
employee housing projects in recent years. The Soledad Unified School District’s 2020 educator
housing Bond Measure E, Monterey Peninsula Unified School District’s 2020 Teacher Housing
Bond Measure, Salinas Union High School District’s move to purchase land for teacher housing,
Santa Cruz Schools District, University of California Santa Cruz, and Cabrillo College are all
local examples of our region’s educational institutions actively pursuing specific programs
and/or projects to serve their workforce. 
 
Similarly, the City of Salinas is working to modify its zoning ordinance to align with the 2016
Teacher Housing Act by reducing barriers to build teacher housing in the city.    MBEP has
provided technical assistance to several of these efforts such as sharing best practices, making
introductions to stakeholders and professional service providers, convening meetings, compiling
data, reviewing and advising on staff reports, and advising on overall development strategies.
MBEP served on the Salinas Union High School District’s Workforce Housing Committee in 2023.
The district used some of its local school bond resources to purchase 50 new rental homes near
downtown Salinas that will be reserved for their teachers and administrators beginning summer
2023.

44, 45, 46, 47, 48
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49

50

https://www.urbandisplacement.org/
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Partnering with local agencies and public institutions not only focuses housing development on
supporting critical institutions and locations in the community, but can also unlock otherwise
inaccessible sources of funds such as those earmarked for educational or public health
institutions.

OPTIMIZE INCLUSIONARY HOUSING ORDINANCES05
Housing Element Goal: Increase affordable housing across entire jurisdictions, create mixed-
income communities; opportunity to further incentivize affordable housing production.

Policy Summary: Local jurisdictions can adjust inclusionary requirements, such as affordability
proportions in-lieu fees to mitigate disincentivizing effects of Inclusionary Housing
Requirements. At the same time, they can maximize incentives for production by offering
additional density bonuses, impact fee deferral or reductions, or other concessions to increase
developments with inclusionary components. 

Inclusionary housing ordinances (IHOs) require a certain portion of market-rate developments in
a given jurisdiction to be set aside for lower-income housing. On its face, inclusionary housing
appears to be an attractive mechanism for generating affordable housing because it places the
burden of building affordable homes on for-profit developers.

Some jurisdictions offer an off-site
option for the affordable units
instead of forcing them to be
developed in the same building or
complex, allowing the developer to
put them on a separate, possibly
less-expensive site. In-lieu fees are
an option as well under certain
circumstances, allowing the
developer to pay a per-unit fee that
is collected into a jurisdiction’s
affordable housing fund. 

For-profit/Nonprofit
Partnerships  

An innovative approach to meeting IHOs
involves partnerships between for-profit and
nonprofit housing developers. In such
partnerships, nonprofit affordable housing
developers receive free land and develop the
inclusionary housing for a given development
to take the burden of these units from the
private developer. Working without the cost
of land and with access to public funding and
tax credits, nonprofit participation can help
realize housing development that otherwise
would not materialize in a given jurisdiction
with an IHO.

FINANCIAL CHALLENGES5a

When an in-lieu fee is not a viable or
allowable option, jurisdictions are
effectively forcing a decrease in the
potential revenue of a given project
on a per-unit basis because the
inclusionary units cannot pull market
rent once occupied. Theoretically,
this reduction in rent revenue on the 

OF INCLUSIONARY HOUSING
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inclusionary units is either passed on as higher rent for the market-rate units, which may make it
difficult for the developer to obtain needed gap funding from lenders based on market
feasibility, or the reduction of revenue potential makes the project unappealing to the developer
altogether.

51

OPTIMIZING INCLUSIONARY HOUSING ORDINANCES5b
There is no single template for IHOs to
perfectly match economic conditions and
site feasibility. If a local inclusionary housing
ordinance requires too little affordable
housing, there is lost opportunity for the
jurisdiction and for the households who
would subsequently benefit from those
homes being constructed. If a local housing
ordinance requires too much affordable
housing, developers will not seek permits to
build market-rate developments because
their projects will not generate sufficient
profits to overcome their or their lender’s
perceived risk. Jurisdictions can be both
thoughtful and careful when crafting an
inclusionary housing ordinance or modifying
an existing one.

Given ever-changing economic factors such
as material costs, labor cost and availability,
and interest rates, jurisdictions should
regularly evaluate their IHOs for feasibility.
This should include outreach to developers
and evaluation of factors such as required
inclusionary percentages, in-lieu fees, and
minimum project sizes to ensure the IHO
does not become a disincentive for housing
production. In the same vein, jurisdictions
should investigate where higher inclusionary
housing requirements can be traded for
additional concessions above state or local
density bonuses, facilitating deep
affordability while still ensuring project
feasibility, attractiveness for developers,
and mitigated risks for lenders.

Inclusionary Housing 
Ordinances Examples

The City of Seaside has a 20% inclusionary
housing requirement, but its ordinance also
includes a weighted scoring system that
counts each very low-income unit as two
units and each low-income unit counts as
one-and-a-half units. This allows the
developer to adjust the number of
affordable units to fit their project, unit
size, and other project-specific
considerations. Given Seaside’s more
affordable housing market and weighted
scoring system, a higher inclusionary
housing exaction is still feasible for many
developers, as evidenced by the several
recently permitted projects in its West
Broadway Urban Village. 

Contrasting the City of Seaside is the City
of Santa Cruz, where housing is less
affordable. While an economic modeling
consultant hired by the city found that an
inclusionary housing requirement of
between 9% and 12.5% would be feasible
in the downtown area, the City of Santa
Cruz recently increased its inclusionary
housing requirements to 15%. 52

Developers in Portland, Oregon (comparable in size to the Monterey Bay Area) – where an
inclusionary ordinance of 10-15% was enacted in 2016 – cite the policy as a major inhibition to
development of multifamily housing. The city is undertaking a study of its housing production
data to determine the IHO’s measurable effects, which will be available later in 2023.



Local Governments Must Undertake 
Systematic Policy Changes & Updates
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Setting annual housing production goals, broken down by
components such as units affordable to different income
levels, rental vs. for-sale units, and geographic areas. 
Annual public reporting to measure success against the goals
that allow for and encourage community engagement. 
Data-driven policy efficacy evaluation to assess progress
toward goals.
Sustained systematic effort across multiple years, adjusting
policies to achieve goals. Follow-through across
administrations and possible staff turnover is crucial as
progressive policies are implemented that require years or
decades to yield results.

Local policy makers play a role in enabling and supporting
solutions to our housing affordability crisis. Our local zoning
rules, fees, and other policies have yet to fully implement many of
the best practices being used elsewhere in California. At the
same time, the economics and potential for housing development
will shift with interest rates, labor and material costs, climate
volatility, as well as any political changes at the state and local
levels. Local governments must consider and re-evaluate these
factors on a continual basis to make sure the policies remain
well-suited to the needs of the local communities. 
As evidenced by other locations within California, taking a
systematic, bold and strategic approach to policy change will be
needed to achieve necessary successful outcomes for housing in
the Monterey Bay region. 

Systematic approach means:  
1.

2.

3.

4.

With this framework, Monterey Bay could be the next regional
leader in helping solve the regional housing and homelessness
crisis while simultaneously lending support to its many
intersections with Climate, Public Health, PK-16 Pathways,
Workforce and Economic Development, and Broadband for All. 

CONCLUSION
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The approach outlined is reasonable, achievable, and necessary
for policy implementation and iteration. It is also required to
implement Housing Elements successfully. Assembly Bill 72,
authored by Miguel Santiago and signed into law in 2017,
authorizes the California Department of Housing and Community
Development to review and file written findings of
noncompliance to local governments failing to implement their
adopted Housing Elements. Per the bill, “failure to implement”
can apply not just to falling short of RHNA numbers, but also in
implementation of policies and programs that brought the
Housing Element into compliance during the HCD review
processes.

To ensure implementation, local governments must create their
own system for regular compliance and efficacy checks. While a
Housing Element may be found in compliance with state law at
the beginning of the 6th Cycle, programs and policies must be
implemented successfully for the jurisdiction to remain in
compliance, avoid judicial scrutiny, and ultimately for the
jurisdiction to retain local control over development.

Framed optimistically, the 6th Cycle Housing Element
composition and implementation process allows all local
governments to shape a development plan. Design of a Housing
Element must entail community involvement and input – not just
because law requires documentation of outreach and public
input, but because this is the most equitable design process.
Indeed, the Housing Element benefits most from earnest efforts
to envision the most inclusive community possible as can be
affected through program and policy design. The functional
design considers not just the current community, but the
predictable aspects of the community’s future – while creating
mechanisms for contending with less unpredictable change.

As California communities continue to grow and become more
diverse, as they contend with climate change, as they realize and
acknowledge the real disparities in and opportunities for
equitable access to housing and other public resources, they can
avail of planning processes and the incentives offered by state
and federal agencies to adapt. The Housing Element is just such
a process with its own set of distinct incentives and MBEP looks
forward to providing support to local governments through the
design and implementation processes.

MBEP will periodically update this policy paper and welcomes
questions, comments, and ideas. 
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FULL 6TH CYCLE REGIONAL HOUSING NEEDS ALLOCATION
FOR AMBAG AND SBCOGA1
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SAMPLE POLICY LANGUAGEA2
Please note: These policies provide templates for policies that may be adopted by local
jurisdictions and contain policy language for example purposes. Broadly, these samples are
meant to incorporate the Practical Housing Policy recommendations and create incentives that
exceed those generally available at the local level in most Monterey Bay Area jurisdictions.

Jurisdictions may use these samples as references for designing their own local policies and
should consult legal, planning, and housing professionals to ensure broad compliance with
local, state, and federal laws. 

BY-RIGHT APPROVAL FOR PROJECTS MEETING PREDETERMINED AFFORDABILITY LEVELSA2.1
Section 1: Purpose and Intent
The purpose of this ordinance is to establish a by-right approval process for housing
development projects that include affordable housing units for very low-income, extremely low-
income, low-income, and moderate-income households. This ordinance aims to promote the
inclusion of affordable housing within the community while ensuring compliance with objective
design guidelines, local zoning codes, conditions for adaptive reuse, and conditions for infill
housing. Additionally, this ordinance provides exemptions from the California Environmental
Quality Act (CEQA) review process for projects located within specific planned areas or
affordable housing overlays with program-level CEQA review.

Section 2: Definitions
(a) Affordable Housing: Refers to residential units that are affordable to very low-income,
extremely low-income, low-income, and moderate-income households, as defined by the [Insert
Local Housing Agency or Relevant Authority] based on current income limits and guidelines.

(b) Very Low-Income Households: Refers to households whose income does not exceed 50% of
the area median income (AMI) as determined by the [Insert Local Housing Agency or Relevant
Authority].

(c) Extremely Low-Income Households: Refers to households whose income does not exceed
30% of the area median income (AMI) as determined by the [Insert Local Housing Agency or
Relevant Authority].

(d) Low-Income Households: Refers to households whose income does not exceed 80% of the
area median income (AMI) as determined by the [Insert Local Housing Agency or Relevant
Authority].

(e) Moderate-Income Households: Refers to households whose income does not exceed 120% of
the area median income (AMI) as determined by the [Insert Local Housing Agency or Relevant
Authority].
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A2.1 cont...

eight percent of the units for very low-income households and five percent of the units for
extremely low-income households
fifteen percent of the units for low-income households
twenty percent of the units for moderate-income households.

Housing development projects meeting the affordable housing requirements outlined in
Section 3 and conforming to the objective design guidelines, local zoning codes, conditions
for adaptive reuse, or conditions for infill housing shall be eligible for by-right approval.
The by-right approval process shall be administered by the [Insert Local Planning or
Permitting Authority] and shall provide a streamlined review without the need for
discretionary review or public hearings, subject to all other applicable regulatory
requirements.
Section 5: CEQA Exemptions for Planned Areas and Affordable Housing Overlays
Housing development projects located within specific planned areas or affordable housing
overlays, as designated by the [Insert Local Planning or Permitting Authority], shall be
exempt from the CEQA review process.
The exemptions from CEQA review shall be applicable when the project has undergone
program-level CEQA review for the specific planned area or overlay, ensuring that the
potential environmental impacts have been assessed and mitigated at a programmatic
level.

Objective design guidelines shall be established by the [Insert Local Planning or Design
Commission], in consultation with the [Insert Local Housing Agency or Relevant Authority],
to ensure that the design and construction of affordable housing units meet specified
quality standards while harmonizing with the surrounding neighborhood.
The objective design guidelines shall address architectural design, site layout, landscaping,
parking, and other relevant aspects, aiming to create housing developments that are
visually appealing, functional, and sustainable.

The developer shall provide regular progress reports to the [Insert Local Planning or
Permitting Authority] and the [Insert Local Housing Agency or Relevant Authority] during the
construction and occupancy phases, confirming compliance with the affordable housing
requirements.
Failure to comply with the affordable housing requirements or objective design guidelines
may result in penalties, fines, or the revocation of project approvals, as determined by the
[Insert Local Planning or Permitting Authority].

Section 3: Affordable Housing Requirements
All housing development projects seeking by-right approval under this ordinance shall meet one
of the following conditions for 45-year deed-restricted affordability:

Section 4: By-Right Approval Process
1.

2.

3.
4.

5.

Section 6: Objective Design Guidelines
1.

2.

Section 7: Compliance and Reporting
1.

2.
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A2.1 cont...
Section 8: Severability
If any provision of this ordinance or its application to any person or circumstances is held
invalid, the remainder of the ordinance or the application of the provisions to other persons or
circumstances shall not be affected.

Section 9: Effective Date
This ordinance shall take effect immediately upon adoption.

Passed by the [Insert Local Governing Body]
Date: [Insert Date]

Mayor/Chairperson: [Insert Name]

Attest: [Insert City/County Clerk]

A2.2
Section 1: Purpose
The purpose of this density bonus provision is to promote the inclusion of affordable housing
units in housing projects and encourage the acceptance of Housing Choice Vouchers. By
offering developers a density bonus, the municipality aims to increase the availability of
affordable housing options and support transit-oriented development in the community.

Section 2: Definitions
2.1 Affordable Units: Residential units that are designated and priced to be affordable for
low- to moderate-income households, as determined by the local housing authority.

2.2 Housing Choice Vouchers: Rental assistance vouchers provided through the federal
Housing Choice Voucher Program, also known as Section 8 vouchers.

2.3 Housing Project: Any proposed development or redevelopment of residential units within
the municipality, subject to applicable zoning and land use regulations.

2.4 High Quality Transit: Transit facilities or services that meet the criteria specified in state
law for transit-oriented development.

Section 3: Density Bonus Calculation
3.1 The density bonus shall be calculated based on the percentage of affordable units included
in the housing project relative to the total number of units proposed.

3.2 For each 5% increase in the inclusion of affordable units, a density bonus of 10% shall be
granted, up to a maximum of 50%.

3.3 For housing projects with 10 or fewer units, the increments shall be 10% rounded up to the
nearest whole number of units.

DENSITY BONUS PROVISION
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A2.2 cont...
Section 4: Housing Choice Voucher Requirement
4.1 Projects that avail of the density bonus provision must guarantee acceptance of Housing
Choice Vouchers for at least half of their affordable units.

Section 5: Transit Proximity Commercial Space Reduction
5.1 Housing projects located within half a mile of high-quality transit facilities or services, as
defined by state law, may reduce their inclusion of commercial space by up to 50% in
proportion to their affordable unit inclusion.

5.2 For each 5% increase in the inclusion of affordable units, the commercial space reduction
may increase by 5%, up to a maximum reduction of 50%.

5.3 For housing projects with 10 or fewer units, the increments shall be 10%, rounded up to the
nearest whole number of units.

Section 6: Administration and Implementation
6.1 Developers seeking to avail the density bonus provision must submit a detailed affordable
housing plan along with the housing project proposal.

6.2 The affordable housing plan should outline the number of affordable units, income eligibility
criteria, and the proposed duration of affordability restrictions.

6.3 The local housing authority shall review and approve the affordable housing plan to ensure
compliance with local regulations and eligibility requirements.

6.4 Upon approval of the affordable housing plan, the density bonus and commercial space
reduction, if applicable, shall be granted by the appropriate municipal authority during the
permitting process.

Section 7: Severability
If any provision of this density bonus provision is deemed invalid or unenforceable, the
remaining provisions shall remain in effect.

A2.3
Section 1: Purpose
The purpose of this ordinance is to promote the inclusion of affordable housing units within the
municipality and provide an incentive for developers to include such units in their housing
projects. This ordinance establishes a mechanism for the deferral of impact fees in direct
proportion to the inclusion of affordable housing units, allowing developers to allocate
resources towards the construction of affordable housing.

Section 2: Definitions
2.1 Affordable Housing: Residential units that are designated and priced to be affordable for
low- to moderate-income households, as defined by the local housing authority.

DEFERRAL OF IMPACT FEES
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A2.3 cont...
2.2 Impact Fees: Fees imposed on developers by the municipality to mitigate the impact of
new development on public infrastructure and services.

Section 3: Deferral of Impact Fees
3.1 Developers who include affordable housing units within their housing projects may be
eligible for the deferral of impact fees.

3.2 The deferral of impact fees shall be determined in direct proportion to the percentage of
affordable housing units included in the project.

3.3 For each 5% increase in the inclusion of affordable housing units, the impact fees may be
deferred by 5%, up to a maximum deferral of 100%.

3.4 The deferred impact fees shall be payable in accordance with the terms and conditions
specified in Section 4.

Section 4: Payment and Terms
4.1 The deferred impact fees shall be payable in accordance with the following terms:

4.1.1 The deferred impact fees shall become due and payable upon the issuance of the
certificate of occupancy for the affordable housing units.

4.1.2 The deferred impact fees shall be paid in installments over a specified period, as
determined by the municipality.

4.1.3 The terms of the installment payments, including the number and frequency of payments,
shall be established by the municipality in coordination with the developer.

4.2 Failure to make the required deferred impact fee payments within the specified timeframe
may result in penalties, interest charges, or other enforcement actions, as determined by the
municipality.

Section 5: Reporting and Verification
5.1 Developers seeking deferral of impact fees under this ordinance must submit a detailed
affordable housing plan along with their project proposal.

5.2 The affordable housing plan should include the number of affordable housing units, income
eligibility criteria, and the proposed duration of affordability restrictions.

5.3 The local housing authority shall review and approve the affordable housing plan to ensure
compliance with local regulations and eligibility requirements.

5.4 The municipality may conduct periodic inspections or request documentation to verify the
continued compliance with the affordable housing requirements.
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A2.3 cont...
Section 6: Severability
If any provision of this ordinance is deemed invalid or unenforceable, the remaining provisions
shall remain in effect.

Section 7: Effective Date
This ordinance shall become effective upon adoption by the municipality and shall apply to all
applicable housing projects initiated after the effective date.

GLOSSARY OF TERMSA3
6th Cycle: the 6th in a series of planning periods undertaken by California local governments
beginning in 1969 in order to accommodate population growth.

Accessory Dwelling Unit (ADU): A secondary housing unit that is typically located on the same
lot as a primary residential unit, sometimes known as a granny flat or in-law unit.

Affirmatively Furthering Fair Housing (AFFH): A requirement under AB 686 that mandates
jurisdictions to proactively combat racial segregation and inequality in housing opportunities.

Affordability: the cost of housing relative to the income of a household; per the Department
of Housing and Urban Development, affordable housing costs no more than 30% of a
household’s gross annual income.

Allowable densities: The maximum number of housing units or population allowed per unit of
land area, as specified by zoning regulations.

Annual Progress Report (APR): A report submitted by cities and counties detailing their
progress in meeting their RHNA goals, including data on housing development applications,
permits, and completions.

Area Median Income: the midpoint of a region's income distribution, where half the
households earn more than the AMI and half earn less. It is calculated by considering the total
income of all households within a specific area and then determining the income level that
divides the population into two equal halves.

Association of Monterey Bay Area Governments (AMBAG): A regional planning agency that
represents the local governments in Monterey, Santa Cruz, and San Benito Counties,
responsible for coordinating regional housing planning and other initiatives.

Certificate of occupancy: A document issued by the local government indicating that a
building or unit meets all applicable building codes and is suitable for occupancy.

Density bonuses: Incentives offered to developers in exchange for including affordable
housing units in their projects, such as allowing higher density or additional development rights.
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A3 cont...
Eviction moratoriums: Temporary bans on eviction proceedings or actions, typically enacted
during emergencies or to protect vulnerable populations.

Financing costs: The costs associated with obtaining funds for a housing development project,
including interest payments and fees.

High-quality transit: in the context of Monterey Bay counties with no rail transit, fixed route
bus service with service intervals no longer than 15 minutes during peak commute hours.

Housing affordability: The extent to which housing costs, including rent or mortgage
payments, property taxes, and utilities, are affordable for individuals or households based on
their income levels.

Housing bond: a type of financial instrument issued by a government entity, often in the form
of a tax, to raise funds specifically designated for housing-related purposes; a form of long-
term borrowing where the government entity, such as a state or local government, sells bonds
to investors in order to generate capital for housing initiatives

Housing Accountability Act (HAA): A California law that strengthens housing accountability
and enforcement to ensure compliance with housing laws and goals.

Housing Element: A planning document that outlines a local government's goals, policies, and
programs for housing development. In California, Housing Elements generally span 8 years and
must follow strict guidelines and laws for their composition and content. 

Impact fees: Fees imposed on new developments to mitigate the impact of increased demand
for public services and infrastructure.

Induced demand: The concept that the availability of certain types of housing can create or
stimulate demand for that particular type of housing, either as a primary residence or for non-
primary uses.

Inclusionary Housing Ordinances: Local regulations that require a certain percentage of new
housing units to be affordable for low- and moderate-income households.

Infill: development or construction of new housing units on vacant or underutilized land within
already developed areas, typically in established neighborhoods or urban areas; filling in gaps
or utilizing available space within an existing built environment rather than expanding into
undeveloped or greenfield areas.

Interest rates: The cost of borrowing money, typically expressed as a percentage, which
affects the affordability of home purchases and influences buyer behavior.
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A3 cont...
b a specific impact fee imposed by local governments on new development projects. The fee is
typically calculated based on the size, type, or intensity of the development project and
intended to address the impacts of new development on a community's need for affordable
housing or other public infrastructure and services. 

Market-rate (housing): rent or purchase prices determined by what buyers or renters are
willing to pay and what sellers or landlords are willing to accept in a competitive marketplace;
generally considered to be 120% of AMI and above in the context of RHNA and affordability.

Metropolitan Statistical Area (MSA): A geographical region that includes a central urban
area and surrounding communities, used for demographic and economic analysis in Census and
American Community Survey purposes and other government 

Ministerial approval: Approval granted based on compliance with specific criteria and
without discretionary review or hearings.

NIMBY (Not In My Backyard): A term used to describe opposition from residents to new
development projects, particularly affordable or multifamily housing, in their neighborhoods.

Objective design guidelines: Guidelines that provide clear and specific criteria for housing
development, ensuring consistency and reducing subjective decision-making.

Permitted: having obtained specific approvals required at various stages during the
construction and development process, including building permits, electrical permits, plumbing
permits, and other related approvals.

Realistic Capacity: the ability for a site or broader area inside a jurisdiction to accommodate
a certain number of dwelling units as demonstrated by zoning, natural resource availability, and
development probability relative to similar sites. See CA GC 65583.2 for greater detail.

Regional Housing Needs Allocation (RHNA): A process in California that determines the
number of housing units that each region must plan for to accommodate projected population
growth.

Rental assistance: Financial aid or subsidies provided to renters to help them afford housing
costs, such as rent payments.

Rental vacancy rate: The percentage of available rental units that are unoccupied within a
specific area, indicating the level of housing supply relative to demand.

San Benito Council of Governments (SBCOG): A regional agency that represents the local
governments in San Benito County, involved in regional planning and collaboration efforts.

https://codes.findlaw.com/ca/government-code/gov-sect-65583-2/
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A3 cont...
Scarcity: A condition of limited availability or shortage of a particular resource, in this context
referring to the limited availability of land suitable for construction in coastal areas of the
Monterey Bay Area.

Service workers: Employees in the hospitality, education, healthcare, and related industries
who provide services to others, such as hotel staff, restaurant workers, teachers, and
healthcare professionals.

Sites Inventory: a list of parcels inside of a jurisdiction that the local government has
designated for fulfillment of RHNA including zoned capacity and existing uses.

Streamlined permitting: Simplifying the process of obtaining permits for housing development
by reducing discretionary reviews and using objective design guidelines.

Transit Corridor: a specific route or area within a city or urban area that is designated and
developed to accommodate public transportation services. It typically includes a transportation
corridor, such as a road or railway line, where transit services like buses, trams, light rail, or
rapid transit systems operate. 

Vacancy rate: The percentage of available rental units that are unoccupied within a specific
area, indicating the level of housing supply relative to demand.

Vacant/Nonvacant sites: A vacant site in the housing element inventory is a parcel or piece
of land that does not currently have any structures or buildings on it. It is available and suitable
for potential housing development. Vacant sites may include undeveloped land, vacant lots, or
properties that have been cleared for redevelopment purposes. A nonvacant site already has
structures or buildings on it that are in use; it may also be vacant but have existing structures
that would need to be considered in any redevelopment plans.

Workforce housing: housing designed and priced to be affordable for individuals and families
who are part of the workforce but may have moderate incomes that make it challenging to
afford market-rate housing in a particular area. Workforce housing aims to meet the housing
needs of essential workers, such as teachers, nurses, police officers, firefighters, service
industry workers, and other middle-income earners generally in the range of 80-120% AMI. In
areas with high housing costs, this range may extend higher. 

Zoning regulations: Rules and regulations that determine land use and development
standards in a specific area.
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