City of

VALLE] O\j

California ACTION ITEM 4 A.
DATE: July 7, 2025
TO: Mayor and Members of the City Council
FROM: Kristin Pollot, AICP, Planning and Development Services Director

Hector Rojas, Long Range Planning Manager

SUBJECT: RECEIVE A PRESENTATION AND PROVIDE DIRECTION REGARDING THE
PRELIMINARY FINDINGS OF THE INCLUSIONARY ZONING FEASIBILITY STUDY AND
COMMERCIAL LINKAGE FEE NEXUS STUDY

RECOMMENDATION

Receive a presentation and provide direction regarding the preliminary findings of the Inclusionary Zoning
Feasibility Study and Commercial Linkage Fee Nexus Study.

REASONS FOR RECOMMENDATION

Programs B 2.1.1 and B 2.1.2 of the City’s 6th Cycle Housing Element (2023-2031), adopted in December
2024, direct staff to explore adoption of an Inclusionary Housing Ordinance and a Commercial Linkage Fee.
These programs are intended to help Vallejo meet its Regional Housing Needs Allocation (RHNA) and expand
affordable housing opportunities for low- and moderate-income households.

To implement these Housing Element programs, the City contracted with Economic & Planning Systems, Inc.
(EPS) in August 2023 to prepare a feasibility study for inclusionary zoning and a nexus study for commercial
linkage fees. EPS has completed preliminary analyses and will present its findings during the July 7 joint
meeting.

This study session provides an opportunity for the City Council and Planning Commission to receive a
presentation on the preliminary results, discuss potential policy options, and provide direction on whether to
proceed with the development of one or both programs. This input will guide staff and consultants as they
refine recommendations and determine appropriate next steps.

BACKGROUND AND DISCUSSION

Inclusionary housing ordinances require residential developers to include a percentage of units as affordable
to low- and moderate-income households or, alternatively, to pay in-lieu fees that support affordable housing
production. These ordinances have been used widely across the state to promote mixed-income communities
and to expand the supply of affordable housing. Program B 2.1.1 of the Housing Element directs the City to
seek developer input and conduct a nexus study prior to drafting an inclusionary housing ordinance for Council
consideration by the third quarter of 2025.

Commercial linkage fees are fees exacted from developers to mitigate the housing impacts generated from
new commercial projects. Fee revenues are used to subsidize affordable housing development for the local
workforce. Program B 2.1.2 of the Housing Element requires the City to evaluate and consider a commercial
linkage fee nexus analysis by the third quarter of 2025.

To fulfill these obligations, the City retained Economic & Planning Systems, Inc. (EPS) to conduct an
inclusionary zoning feasibility study and a commercial linkage fee nexus study. EPS is a land use economics
consulting firm with extensive experience preparing feasibility and nexus studies for jurisdictions across
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California. The City's contract with EPS is for a not-to-exceed amount of $86,196, and it expires on September
11, 2025. The existing scope of work includes:

» A feasibility study for an inclusionary housing ordinance, including market analysis, peer city policy
review, development prototype testing, and financial modeling of inclusionary requirements and in-lieu
fee options.

* A nexus study for a potential commercial linkage fee, compliant with Assembly Bill (AB) 602, to quantify
the relationship between nonresidential development and the need for affordable housing.

o Stakeholder engagement with developers, business representatives, and housing advocates.

» Presentation of findings and policy considerations to the City.

During this meeting, EPS will present its preliminary findings (a draft of the presentation is attached to this staff
report). The presentation will provide an overview of the scope, methodology, and preliminary results of both
studies, including:

» Key challenges facing residential and commercial development in Vallejo.

¢ Findings on what levels of inclusionary requirements and in-lieu fees may be financially feasible under
current market conditions.

* Nexus-supported commercial linkage fee levels and policy options for implementation.

e Peer city comparisons for both policy types.

Staff is requesting input from the City Council and Planning Commission on whether to proceed with drafting
an inclusionary housing ordinance and/or a commercial linkage fee program, and if so, which policy elements
to prioritize. Options include: 1) moving forward with drafting, adoption, and enforcement of ordinances; 2)
drafting and adoption of ordinances but deferring enforcement until market conditions improve; or 3) choosing
not to pursue the policies at this time.

FISCAL IMPACT

There is no immediate fiscal impact associated with this item. The purpose of this study session is to receive a
presentation and provide policy direction on the preliminary study findings. Depending on the direction
provided by the City Council and Planning Commission, staff may evaluate potential fiscal impacts associated
with the development, implementation, and administration of one or both programs. Any future fiscal
implications will be analyzed and presented as part of subsequent policy development or ordinance adoption
processes.

ENVIRONMENTAL REVIEW

The requested action is not considered a project under the California Environmental Quality Act (CEQA)
pursuant to CEQA Guidelines Section 15378, as it would not result in a direct or reasonably foreseeable
indirect physical change in the environment. Therefore, it is not subject to environmental review.

ATTACHMENTS
1. |Presentation Slides

CONTACT
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Kristin Pollot, AICP, Planning & Development Services Director, (707) 648-4326
kristin.pollot@cityofvallejo.net
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