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 The primary goal of the inclusionary requirement is to make affordable on-site units available in all 
housing developments. 

 California state law requires that alternative methods of compliance be provided to developers.

 Common alternatives include:

◦ in-lieu fees

◦ off-site construction

◦ land donation
◦ acquisition and rehabilitation of existing units. 

Best Practices for Inclusionary Housing Needs: https://wclp.org/wp-

content/uploads/2018/12/inclusionary-factsheet_v2.pdf

https://wclp.org/wp-content/uploads/2018/12/inclusionary-factsheet_v2.pdf


Affordable Housing Regulations: 

https://codelibrary.amlegal.com/codes/sanbenitocounty/latest/sanbenito_ca/0-0-

0-8514

https://codelibrary.amlegal.com/codes/sanbenitocounty/latest/sanbenito_ca/0-0-0-8514


Ordinance Discussion



Option: If we remove the option to pay an in-lieu fee. Developers can elect to either round their 
fractional unit up if it’s over 0.5 or down if 0.5 or below. 

Rental and For-Sale Units: As state law requires alternative methods of compliance, in-lieu fees are 
the most common method across jurisdictions. In-lieu fees provide flexibility to produce very-low-income 
units, otherwise not met by the inclusionary requirement. 

Rental Units: Based on the Inclusionary Housing Study, rental units are infeasible to build in 
unincorporated county. Rental housing shows a negative return in profit for developers and adding an in-
lieu fee will result in a larger negative return. This is why an in-lieu fee for rental units was not included 
in the study. In-lieu fees for fractional units may be calculated as the county receives plans for rental 
units.

*Lack of examples of market rate rentals in the county made calculating the in-lieu fee for rental units 
difficult. At the time of the study, development costs for rental units were solely based on the Buena 
Vista Apartments. 

Best Practices for Inclusionary Housing Needs: https://wclp.org/wp-

content/uploads/2018/12/inclusionary-factsheet_v2.pdf

https://wclp.org/wp-content/uploads/2018/12/inclusionary-factsheet_v2.pdf


Option: To offer an in-lieu fee for the fractional unit only. This will remove the option for developers to 
pay a fee in-lieu of building whole inclusionary units. This benefits the primary goal of the inclusionary 
ordinance to develop affordable units. 

For-Sale Units: Having an in-lieu fee for the fractional unit only is more reflective of what other 
jurisdictions are doing. In Santa Cruz County, if the fractional unit is 0.7 or less the developer can choose 
to pay the in-lieu fee applicable to the fractional unit only or build an additional unit. An additional 
inclusionary unit is provided for all fractional requirements greater than 0.7.

Rental Units: Staff and Board of Supervisors to revisit the in-lieu fee for renal units as rental projects are 
proposed to the county.

Santa Cruz County CH 24.16 Affordable Housing Provisions: 

https://www.cityofsantacruz.com/home/showpublisheddocument/73381/636742

398585230000#:~:text=units%20as%20follows%3A-

,a.,at%20an%20affordable%20ownership%20cost

https://www.cityofsantacruz.com/home/showpublisheddocument/73381/636742398585230000#:~:text=units%20as%20follows%3A-,a.,at%20an%20affordable%20ownership%20cost


§ 21.03.008 IN-LIEU PAYMENT AND OTHER ALTERNATIVE COMPLIANCE MECHANISMS.

Subsection (C) Qualification for in-lieu payment. The developer of a residential development containing 11 or more units may elect to 
pay a fee in lieu of providing some or all of the required inclusionary units if the developer demonstrates, based on evidence in the 
record, in connection with the first approval for the residential development, that specific characteristics of the development site, such 
as lack of access to services, zoning which requires large lot development, or potentially high site maintenance costs, make the site 
unsuitable for households at the required income levels. The evidence must be reviewed by the Planning Commission for first approval 
and the qualification for an in-lieu payment must be approved by the Board of Supervisors.

Option: Further define “services” by going beyond definitions of basic services that need to be met to subdivide. Lack of 
clarity on the term “services” could allow developers to elect an in-lieu fee over building affordable units. This will impact 
unincorporated County as basic services to subdivide are not always available.

For-Sale Units: Take this item to the Housing Advisory Committee to better clarify what qualifying “services” will allow 
developers to opt for an in-lieu payment as opposed to building the inclusionary unit. In addition, the Board of Supervisors can
mitigate challenges with this definition through a development agreement or an affordable housing agreement. 

Rental Units: Staff and Board of Supervisors to revisit the in-lieu fee for renal units as rental projects are proposed to the 
county.

Affordable Housing Regulations: 

https://codelibrary.amlegal.com/codes/sanbenitocounty/latest/sanbenito_ca/0-0-

0-8514

https://codelibrary.amlegal.com/codes/sanbenitocounty/latest/sanbenito_ca/0-0-0-8514


Discussion of Trigger Number for 
Inclusionary Requirement



Reducing the trigger number will allow for more of an impact from the inclusionary requirement but 

will also increase the cost to local developers. 

San Benito County Affordable Housing Regulations: 

https://codelibrary.amlegal.com/codes/sanbenitocounty/latest/sanbenito_ca/0-0-

0-8514

https://codelibrary.amlegal.com/codes/sanbenitocounty/latest/sanbenito_ca/0-0-0-8514


In-Lieu Fee Discussion & Staff 
Recommendation



Recommendation: To adopt both in-lieu fees for large lot and small lot homes. 

OR

Recommendation: Close this item and re-notice to adopt the $30 fee applicable to “For-Sale” units 

rather than 2 fees dedicated to large lot and small lot homes, because generally all lots in unincorporated 

county are larger that 3,000 sq ft. 



In-Lieu Fee Examples from Other 
Jurisdictions



City of San Jose Inclusionary Housing Briefing Sheet: 

https://www.sanjoseca.gov/home/showpublisheddocument/72167/63755645655

3030000

Trigger Number:

https://www.sanjoseca.gov/home/showpublisheddocument/72167/637556456553030000


In-Lieu Fee:

City of San Jose Inclusionary Housing Briefing Sheet: 

https://www.sanjoseca.gov/home/showpublisheddocument/72167/63755645655

3030000

https://www.sanjoseca.gov/home/showpublisheddocument/72167/637556456553030000


Trigger Number:

City of Santa Clara Affordable Housing Ordinance: 

https://www.santaclaraca.gov/home/showpublisheddocument/70523/637393004

007130000

“Residential ownership projects of ten (10) or more units must provide at least 
fifteen percent (15%) of the units at affordable housing costs for extremely low, 
very low, low and, moderate income households, or some combination of those 
income categories. Residential ownership projects of fewer than ten (10) units 
may either provide one dwelling at an affordable housing cost for a household 
earning up to 100 percent of AMI, or pay an in-lieu fee identified for residential 

ownership projects in the Affordable Housing Master Fee Schedule”

https://www.santaclaraca.gov/home/showpublisheddocument/70523/637393004007130000


In-Lieu Fee:

City of Santa Clara Affordable Housing Fees Resolution: 

https://www.santaclaraca.gov/home/showpublisheddocument/56672/636560111

650870000

https://www.santaclaraca.gov/home/showpublisheddocument/56672/636560111650870000


Trigger Number:

Walnut Creek Housing Ordinance Handout: https://www.walnut-

creek.org/home/showdocument?id=4024

“The City of Walnut Creek has adopted an inclusionary housing ordinance that 
requires applicants for ownership or rental residential projects of more than 1 unit to 
contribute toward the City’s affordable housing need. Projects of 2 to 9 units may pay 
an in-lieu fee to meet their requirement or provide 1 affordable unit.  Projects of 10 or 

more units must include affordable units within the project.”

https://www.walnut-creek.org/home/showdocument?id=4024


In-Lieu Fee:

Walnut Creek Commercial Linkage and In-Lieu Fees: https://www.walnut-

creek.org/departments/community-and-economic-development/housing-

programs/housing-policies/commercial-linkage-fee

https://www.walnut-creek.org/departments/community-and-economic-development/housing-programs/housing-policies/commercial-linkage-fee


Questions


