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CITY OF VALLEJO 

PLANNING COMMISSION 
 

  
  

DATE: September 9, 2026 

TO: Planning Commission 

FROM: Hector Rojas, Long-Range Planning Manager  

SUBJECT: HOLD A PUBLIC HEARING TO CONSIDER A RESOLUTION RECOMMENDING THE CITY 
COUNCIL AMEND THE VALLEJO MUNICIPAL CODE BY ADDING CHAPTER 16.216 
RELATING TO AFFORDABLE HOUSING REQUIREMENTS AND FINDING SUCH ACTION 
EXEMPT FROM THE CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) 
PURSUANT TO CEQA GUIDELINES SECTION 15061(b)(3) 

    
 
PROJECT INFORMATION 

Project Name:  Inclusionary Housing Ordinance, PLN26-0120 

Project Summary: The Project consists of adding a new chapter to Title 16 (Zoning) of the Vallejo 
Municipal Code to establish affordable housing requirements for residential 
development projects of 20 or more units. The proposed ordinance would 
require a modest percentage of units to be affordable to very low-, low-, or 
moderate-income households, while allowing alternative methods of 
compliance such as payment of an in-lieu fee. The ordinance would also 
establish affordable-unit standards, application requirements, and a waiver or 
adjustment process. 

Location: Citywide 

Applicant: City of Vallejo Planning and Development Services Department 

General Plan Land Use 
Designation: 

Various 

Zoning District: Various zoning districts allowing residential development 

CEQA: The Project is exempt pursuant to CEQA Guidelines Section 15061(b)(3), the 
common-sense exemption, because the ordinance does not change allowable 
land uses, density, intensity, or the physical development envelope and does 
not approve any particular development project. 

 
  

RECOMMENDATION 

Hold a public hearing to consider a Resolution recommending that the City Council amend the Vallejo Municipal 
Code by adding Chapter 16.216 relating to Affordable Housing Requirements and finding such action exempt 
from the California Environmental Quality Act (CEQA) pursuant to CEQA Guidelines Section 15061(b)(3). 
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ATTACHMENTS 
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BACKGROUND AND DISCUSSION 
 
Inclusionary housing ordinances require or incentivize residential developers to provide a share of new 
dwelling units at rents or sale prices affordable to lower- and moderate-income households. Depending 
on the ordinance, developers may also satisfy some or all of the requirement through an in-lieu fee or 
another alternative means of compliance. Inclusionary housing is one of several tools local 
governments use to create mixed-income communities, expand the supply of deed-restricted affordable 
units, and generate local funding for affordable housing. 
 
These programs are widely used. A 2021 national survey by Grounded Solutions Network identified 
1,019 inclusionary housing programs in 734 jurisdictions, including 228 programs in 162 California 
jurisdictions. Among the programs reporting outcomes, 258 reported producing approximately 110,000 
affordable units and 123 reported collecting approximately $1.76 billion in fees. Results vary based on 
program design, market conditions, and the amount of residential development occurring in a 
community. 
 
On December 30, 2024, the City Council adopted the 2023-2031 Housing Element. The Housing 
Element explains that market-rate development can increase demand for lower-cost housing while 
using limited developable land, and that existing federal and State housing subsidy programs are not 
sufficient by themselves to meet local needs. Housing Element Program B 2.1.1 directs the City to 
consider adoption of an Inclusionary Housing Ordinance to address this concern. As described in 
Program B 2.1.1, the review process must seek developer input, conduct the necessary economic 
analysis, and consider an ordinance addressing project thresholds, affordability levels, compliance 
options, incentives, construction timing, and administration. Further, Program B 2.1.1 establishes a 
quantified objective of 150 lower- and moderate-income units, including at least 50 units in mixed-
income developments, with emphasis on new and infill opportunities in relatively higher-resource and 
higher-income areas, to be provided over the course of the Housing Element’s full planning period 
(January 31, 2023, through January 31, 2031).  
 
To initiate Program B 2.1.1 implementation, the City retained Economic & Planning Systems, Inc. (EPS) 
to conduct developer outreach and analyze inclusionary housing feasibility and in-lieu fees. EPS’s work 
concluded with a two-part joint study session process where their preliminary findings and feasibility 
analysis were shared and discussed.  
 
On July 7, 2025, the first joint City Council and Planning Commission study session was held. At this 
session, EPS presented its market and feasibility findings, and Councilmembers, Commissioners, and 
members of the public discussed current development conditions, the potential effect of affordability 
requirements on housing production, the operation and administration of inclusionary programs, and 
possible approaches such as phased implementation, exemptions, and alternative compliance. 
 
On November 24, 2025, a second joint City Council and Planning Commission study session was held 
to continue the conversation from the first session. At the conclusion of the joint study-session process, 
staff received direction to proceed with developing a modest Inclusionary Housing Ordinance that 
reflected Vallejo's current market conditions and provided flexibility in how covered projects could 
comply. 
  
Staff subsequently reviewed inclusionary ordinances adopted by Pasadena, Benicia, Concord, El 
Cerrito, Hayward, and Richmond, and worked with EPS and the City Attorney's Office to prepare a 
Vallejo ordinance. The City released the draft ordinance (Attachment 3) for a 20-day public review and 
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comment period beginning May 7, 2026, and ending May 27, 2026. During this time, ten comment 
letters were received. (See the ‘Notice and Comments’ section below for more details). 
 
Feasibility Analysis 
 
EPS's final Feasibility Analysis of Inclusionary Housing Requirements (Attachment 4) is dated March 
13, 2026, and was published on the City’s website on May 27, 2026. The analysis includes an 
evaluation of five representative development prototypes using two standard return measures: 1) profit 
margin for ownership development; and 2) yield on cost for rental development. Although the measures 
differ because ownership units are sold while rental projects are held as income-producing assets, each 
result was compared with an industry standard threshold used to indicate whether a project is likely to 
attract investment. The analysis found poor conditions for new housing across the Bay Area and that 
most product types in Vallejo did not meet the applicable threshold even before an inclusionary 
requirement was applied. Of the five prototypes, only single-family detached housing was marginally 
feasible, with an estimated 15.13 percent profit margin compared with a 15 percent threshold. 
 
The prototype assumptions were informed by EPS's review of recent and proposed developments, 
discussions with developers active in Vallejo and the surrounding region, and discussions with City 
staff. This input informed the prototype characteristics, the 15 percent ownership return threshold, 
construction-cost estimates, and market-value assumptions. 
 
The other ownership prototypes analyzed did not meet the 15 percent profit-margin threshold: small-lot 
single-family detached development was estimated at 5.73 percent, and the multifamily attached 
condominium prototype at negative 36.50 percent. The baseline-density and higher-density multifamily 
apartment prototypes produced estimated yields on cost of 4.97 percent and 4.70 percent, respectively, 
below the 5.5 percent rental threshold. EPS noted that these are prototypical results and that the 
economics of an individual development may differ based on land cost, parking, financing, achievable 
rents or sale prices, unit mix, and other project-specific factors. 
 
EPS concluded that imposing inclusionary requirements would generally reduce project revenue 
without reducing development costs and therefore make residential projects marginally less feasible. In 
light of the current market, EPS advised that the City could consider a modest program, alternatives to 
compliance, phased implementation, market-based triggers, or waiting until market conditions improve. 
EPS evaluated the following three requirement levels: 
 
Table 1: Inclusionary Requirements Evaluated by EPS 

Project Type Option A Option B Option C 
Rental, 20 or more units 5% total 

1% VLI + 4% LI 
4% total 

2% VLI + 2% LI 
6% total 

2% VLI + 4% LI 

Ownership, 20-100 units 5% total 
3% LI + 2% MOD 

7% total 
4% LI + 3% MOD 

10% total 
5% LI + 5% MOD 

Ownership, more than 
100 units 

8% total 
5% LI + 3% MOD 

10% total 
6% LI + 4% MOD 

15% total 
7.5% LI + 7.5% MOD 

Source: EPS Feasibility Analysis, Tables 9 and 10. Notes: VLI = Very Low Income; LI = Low Income; MOD = Moderate 
Income. 
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The public review draft ordinance reflected Option A, which combines the lowest ownership 
requirements evaluated with a comparatively low rental requirement while retaining a one percent very-
low-income component. Staff selected this approach in response to the joint study-session direction 
and EPS's finding that most prototypes were not currently feasible even without an inclusionary 
requirement. 
 
Proposed Ordinance 
 
The proposed ordinance in Attachment 3 would add Chapter 16.216 (Affordable Housing 
Requirements) to Title 16 (Zoning) of the Vallejo Municipal Code (VMC). It is intended to increase the 
production of housing affordable to very low-, low-, and moderate-income households and to generate 
funds that may be used for affordable housing. Vallejo's 2023-2031 Regional Housing Needs Allocation 
(RHNA) is 2,900 units: 690 very-low-income units; 369 low-income units; 495 moderate-income units; 
and 1,346 above-moderate-income units. Altogether, 1,554 units, or approximately 54 percent of the 
RHNA, are assigned to moderate-income households or below.  
 
Table 2 summarizes Vallejo’s progress toward meeting its 2023-2031 RHNA through the end of 2025. 
Of the 530 units credited toward the RHNA to date, 108 are affordable to moderate-income households 
or below, leaving a remaining need of 1,446 units across those three income categories. 
 
Table 2: Progress Toward Meeting Vallejo’s 2023-2031 RHNA 

Income 
Level 

Vallejo’s 
RHNA 

Allocation 

Projection 
Period 

(6/30/22 – 
1/30/23) 

2023 2024 2025 
Total 

Units to 
Date 

Remaining 

VLI 690 4 6 10 7 27 663 
LI 369 0 12 10 33 55 314 
MOD 495 0 9 7 10 26 469 
AMOD 1,346 144 94 41 143 422 924 
Total Units: 2,900 148 121 68 193 530 2,370 
Source: City of Vallejo CY2025 General Plan Annual Progress Report. Notes: VLI = Very Low Income; LI = Low Income; 
MOD = Moderate Income; AMOD = Above Moderate Income 

 
The proposed ordinance broadly aligns with the City’s RHNA by targeting all three below-market 
categories (including very-low, low, and moderate affordability levels). The rental requirement includes 
very-low- and low-income units, while the ownership requirement targets low- and moderate-income 
households. The distribution is not intended to mirror the RHNA percentages exactly; rather, it balances 
the need for deeper affordability with EPS's finding that the affordability gap and feasibility impact 
increase as the required income level decreases. 
 
Income Categories and Maximum Housing Costs 
 
HCD updates county income limits annually and adjusts them by household size. Under the 2026 limits 
for Solano County, Table 3 illustrates the income categories and maximum housing costs for a three-
person household, the benchmark household size generally used for a two-bedroom unit. The monthly 
amount represents 30 percent of gross income and is intended only as an illustration. 
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Table 3: Income Categories and Illustrative Maximum Housing Costs 

Income Category Maximum Annual 
Income 

Illustrative Maximum 
Monthly Housing Cost 

VLI $61,850 $1,546 
LI $98,950 $2,474 
MOD $134,550 $3,364 
Source: California HCD 2026 State Income Limits for Solano County, effective June 23, 
2026. Notes: VLI = Very Low Income; LI = Low Income; MOD = Moderate Income. 

 
Ordinance Applicability 
 
The proposed ordinance would apply to residential projects containing 20 or more units. It would 
exempt: 1) reconstruction of units destroyed by a natural disaster; 2) accessory dwelling units, which 
are regulated under a separate State and local framework; and 3) residential care facilities, which 
operate under a distinct residential and services model. It would also exempt applications accepted as 
complete before the ordinance takes effect to avoid a substantial change in development requirements 
for projects that are already under review. The ordinance would become effective 180 days after final 
passage, providing an implementation transition period for applicants and City administration. 
 
Requirements for Rental Projects 
 
Under the proposed ordinance, a covered rental project containing 20 or more units would be required 
to set aside 5 percent of its units as affordable units, consisting of 1 percent affordable to very-low-
income households and 4 percent affordable to low-income households. Affordable rents would be 
based on 30 percent of the applicable maximum household income, less a utility allowance. 
 
Table 4 illustrates how the rental requirements would apply to projects of varying sizes. For purposes of 
these examples, all fractional requirements are assumed to be rounded up and satisfied by providing 
the resulting affordable units on site. When a fraction is below 0.50, the proposed ordinance would  
allow the developer to pay an in-lieu fee instead of providing the additional affordable unit. 
 
Table 4: Illustrative Application of Rental Requirements by Project Size 

Example Rental Project VLI Requirement LI Requirement Illustrative On-Site Unit 
Mix 

20-Unit Project 20 units × 1% = 0.2 units 
(1 unit, if rounded up) 

20 units × 4% = 0.8 units 
(1 unit, rounded up) 

18 market-rate units 
1 VLI units 

1 LI unit 

50-Unit Project 50 units × 1% = 0.5 units 
(1 unit, rounded up) 

50 units × 4% = 2 units 
 

47 market-rate units 
1 VLI unit 
2 LI units 

120-Unit Project 120 units × 1% = 1.2 units 
(2 units, if rounded up) 

120 units × 4% = 4.8 
units 

(5 units, rounded up) 

113 market-rate units 
2 VLI units 
5 LI units 

300-Unit Project 300 units × 1% = 3 units 300 units × 4% = 12 
units 

285 market-rate units 
3 VLI units 
12 LI units 

Notes: Examples assume that all fractional requirements are rounded up and satisfied on site. For a fraction below 0.50, 
the developer may instead pay an in-lieu fee rather than provide the additional affordable unit. VLI = Very Low Income; LI = 
Low Income. 
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Requirements for Ownership Projects 
 
Under the proposed ordinance, a covered ownership project containing 20 to 100 units would be 
required to set aside 5 percent of its units as affordable units, consisting of 3 percent affordable to low-
income households and 2 percent affordable to moderate-income households. An ownership project 
containing more than 100 units would be required to set aside 8 percent of its units as affordable units, 
consisting of 5 percent affordable to low-income households and 3 percent affordable to moderate-
income households. 
 
Table 5 illustrates how the ownership requirements would apply to projects of the same sizes shown in 
Table 4, including examples within both applicable requirement tiers. Consistent with Table 4, the 
examples assume that all fractional requirements are rounded up and satisfied by providing the 
resulting affordable units on site. When a fraction is below 0.50, the proposed ordinance alternatively 
allows the developer to pay an in-lieu fee instead of providing the additional affordable unit. 
 
Table 5: Illustrative Application of Ownership Requirements by Project Size 

Example Ownership 
Project LI Requirement MOD Requirement Illustrative On-Site Unit 

Mix 

20-Unit Project 20 units × 3% = 0.6 units 
(1 unit, rounded up) 

20 units × 2% = 0.4 units 
(1 unit, if rounded up) 

18 market-rate units 
1 LI unit 

1 MOD unit 

50-Unit Project 50 units × 3% = 1.5 units 
(2 units, rounded up) 50 units × 2% = 1 unit 

47 market-rate units 
2 LI units 

1 MOD unit 

120-Unit Project 120 units × 5% = 6 units 
120 units × 3% = 3.6 

units (4 units, rounded 
up) 

 110 market-rate units 
6 LI units 

 4 MOD units 

300-Unit Project 300 units × 5% = 15 units 300 units × 3% = 9 units 
276 market-rate units 

15 LI units 
 9 MOD units 

Notes: Examples assume that all fractional requirements are rounded up and satisfied on site. For a fraction below 0.50, 
the developer may instead pay an in-lieu fee rather than provide the additional affordable unit. LI = Low Income; MOD = 
Moderate Income. 

 
In-Lieu Fee 
 
Under the proposed ordinance, a housing developer may elect to pay an in-lieu fee instead of providing 
some or all of the required affordable units. This option is important under current market conditions 
because it gives a housing project an alternative when on-site production would create a greater 
design, financing, or feasibility constraint, while still requiring the development to contribute to 
affordable housing. Fee revenue would be deposited into a separate City fund designated for affordable 
housing, allowing the City to combine receipts with other funding and support a range of affordable 
housing activities. 
 
EPS calculated an 'affordability gap' for each prototype and income category by subtracting the value 
supported by an affordable household's housing payment from the estimated cost of producing the unit. 
The economically equivalent in-lieu fee is the developer contribution that would produce approximately 
the same financial effect as providing the required units on site. For each development prototype, EPS 
calculated an in-lieu fee equivalent to the cost of satisfying Option A’s on-site affordable housing 
requirement. EPS expressed the equivalent fee in three ways: (1) per required affordable unit; (2) per 
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market-rate unit; and (3) per square foot of market-rate residential floor area. Staff selected the per-
square-foot approach as the basis for the proposed in-lieu fee schedule in Table 6: 
 
Table 6: Proposed In-Lieu Fee Schedule 

Project Type Calculated In-Lieu Fee (per market-rate 
residential sq. ft.) 

Rental, 20 or more units Lower-Density Apartments: $8.64 
Higher-Density Apartments: $9.87 

Ownership, 20-100 units Single-Family Detached: $9.29 
Single-Family Small-Lot Detached: $8.16 
Multifamily Condominium: $17.08 

Ownership, more than 100 
units 

Single-Family Detached: $15.01 
Single-Family Small-Lot Detached: $13.23 
Multifamily Condominium: $27.55 

Source: EPS Feasibility Analysis, Option A in Tables 9 and 10. 
Prototype note: EPS modeled conventional detached housing at approximately 8 units 
per acre and 2,200 gross square feet per unit, compared with small-lot detached housing 
at approximately 15 units per acre and 1,600 gross square feet per unit. 

 
Table 7 illustrates how the proposed rental fee schedule would apply to the two rental development 
prototypes evaluated by EPS if a developer elected to pay an in-lieu fee instead of providing any 
required affordable units on site. Because these examples assume payment of the fee in lieu of all 
required affordable units, all project units would remain market-rate and the fee would apply to the 
project’s entire assumed residential floor area. EPS modeled a lower-density apartment prototype at 
approximately 30 units per acre with surface parking and a higher-density apartment prototype at 
approximately 65 units per acre with podium parking. Both prototypes assume an average gross 
residential floor area of 1,200 square feet per unit, which is used to calculate the illustrative fees in 
Table 7. Each project would pay only the rate applicable to its development type. The fee resolution 
presented to the City Council would establish objective criteria for determining which rental rate applies 
and how the fee would be prorated when a developer provides some affordable units on site and pays 
a fee for the remainder. 
 
Table 7: Illustrative Rental In-Lieu Fees by Project Type and Size 

Example Rental Project Assumed Residential 
Floor Area 

Lower-Density 
Apartments  

($8.64/sq. ft.) 

Higher-Density 
Apartments  

($9.87/sq. ft.) 
20-Unit Project 24,000 sq. ft. $207,360 $236,880 
50-Unit Project 60,000 sq. ft. $518,400 $592,200 
120-Unit Project 144,000 sq. ft. $1,244,160 $1,421,280 
300-Unit Project 360,000 sq. ft. $3,110,400 $3,553,200 
Source: EPS Feasibility Analysis, Table 9 and Appendix B. Notes: Illustrative fee = total units × 1,200 square feet per unit 
× applicable fee per square foot. Calculations use the rounded rates presented in Table 6. Actual fees would be based on 
the residential floor area shown in the approved project plans and the fee schedule adopted by the City Council. 

 
Table 8 provides comparable examples for ownership projects of the same sizes evaluated in Table 5. 
The calculations apply the assumed residential floor area for each EPS ownership prototype and the 
fee rate corresponding to the applicable project-size tier. 
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Table 8: Illustrative Ownership In-Lieu Fees by Project Type and Size 

Example Ownership 
Project 

Single-Family Detached 
(2,200 sq. ft./unit) 

Single-Family Small-Lot 
Detached  

(1,600 sq. ft./unit) 

Multifamily 
Condominium  

(1,200 sq. ft./unit) 
20-Unit Project $408,760 

($9.29/sq. ft.) 
$261,120 

($8.16/sq. ft.) 
$409,920 

($17.08/sq. ft.) 
50-Unit Project $1,021,900 

($9.29/sq. ft.) 
$652,800 

($8.16/sq. ft.) 
$1,024,800 

($17.08/sq. ft.) 
120-Unit Project $3,962,640 

($15.01/sq. ft.) 
$2,540,160 

($13.23/sq. ft.) 
$3,967,200 

($27.55/sq. ft.) 
300-Unit Project $9,906,600 

($15.01/sq. ft.) 
$6,350,400 

($13.23/sq. ft.) 
$9,918,000 

($27.55/sq. ft.) 
Source: EPS Feasibility Analysis, Table 10 and Appendix B. Notes: Illustrative fee = total units × assumed residential 
square feet per unit × applicable fee per square foot. The 20- and 50-unit examples use the rates for ownership projects 
containing 20–100 units; the 120- and 300-unit examples use the rates for projects containing more than 100 units. 
Calculations use the rounded rates presented in Table 6. Actual fees would depend on the approved project floor area and 
the fee schedule adopted by the City Council. 

 
Staff recommends establishing the fee on a per-square-foot basis because this method scales the 
obligation to the amount of market-rate residential floor area, accommodates varying unit mixes and 
fractional-unit requirements, and avoids imposing a disproportionate fee on projects simply because 
they contain more, smaller units. The developer would elect the fee in writing with the project 
application and pay it before issuance of building permits. The proposed ordinance would authorize the 
City Council to establish the fee by resolution. That fee resolution is not included with this Planning 
Commission report but will accompany the proposed ordinance when it is presented to the City Council 
for adoption. 
 
Affordable Housing Fund and Future Guidelines 
 
In-lieu fee revenue would be deposited into a separate City fund designated for the development of 
affordable housing, administration of City affordable housing programs, and to administer fair housing 
requirements for affordable units.  
 
If the proposed ordinance is adopted, staff anticipates returning to the City Council with proposed 
administrative guidelines before any fee revenue is expended. The guidelines could address eligible 
uses and priorities, eligible applicants, project-selection criteria, permissible forms of financial 
assistance, financial controls, and public reporting. The final guidelines would be coordinated with the 
City Attorney's Office and Finance Department and remain within the authority established by the final 
ordinance and fee resolution. 
 
Other Forms of Alternative Compliance 
 
The proposed ordinance would also allow a developer to request approval to construct affordable units 
off-site within the same census tract. Keeping the units within the same census tract would maintain a 
geographic connection to the market-rate project, support mixed-income development within the 
surrounding area, and reduce the potential for affordable units to be shifted to and concentrated in 
other parts of the city. The final decision-making body for the development project (either the Planning 
Commission or, when the project requires City Council action, the City Council) could approve the 
request upon finding that off-site construction equally or better serves the City’s interests. An ownership 
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project could alternatively provide on-site affordable rental units subject to the same requirements that 
would apply to a rental project. 
 
Affordable Unit Standards 
 
Affordable units would generally be proportional to the market-rate units in bedroom mix and size, 
dispersed throughout the project to the extent feasible, comparable in construction quality and exterior 
design, and provided equal access to on-site amenities. The affordable units would need to be 
constructed and occupied before or concurrently with the market-rate units unless an alternative 
schedule is approved by the final decision-making body for the development project. Both rental and 
ownership affordable units would be restricted for a minimum of 55 years unless a different affordability 
period is required by applicable State or federal law. A 55-year minimum provides long-term 
affordability through multiple occupancy cycles and is consistent with a commonly used term for 
California affordable housing covenants while avoiding the legal and administrative complexities of a 
perpetual restriction. 
 
Program Administration and Fiscal Impact 
 
A covered project would be required to submit an Affordable Housing Plan as part of its development 
application identifying the required units, calculations, locations, income targets, phasing, and 
marketing approach. As a condition of project approval, the developer would execute an Affordable 
Housing Agreement addressing the number, size, location, tenure, income targeting, monitoring, and 
resale or rental restrictions applicable to the affordable units. For a project with a parcel or tentative 
map, the agreement would be recorded concurrently with the final map; for a project without such a 
map, it would be recorded before issuance of a building permit. An agreement for off-site units would be 
recorded simultaneously against the off-site property. A waiver or adjustment would remain available if 
a developer demonstrates that the requirements lack a reasonable relationship to the project’s impacts 
or would result in an unconstitutional taking. 
 
The amount of future in-lieu fee revenue cannot be estimated because it is dependent upon the 
number, type, and size of covered residential projects and the compliance options selected by future 
housing developers. Fee revenue would be restricted to authorized affordable housing purposes. The 
proposed ordinance would also allow an Affordable Housing Agreement to provide for recovery of City 
implementation and monitoring costs. 
 
Program administration will require staff resources for application and agreement review, household 
eligibility verification, affordability monitoring, fee accounting, and required reporting. Staff would use 
the proposed ordinance’s 180-day implementation period to prepare initial forms and procedures. The 
need for additional staffing or consultant support cannot be determined until the City has experience 
with the volume and complexity of covered projects. 
 
Implementation, Reporting, and Periodic Evaluation 
 
Government Code Section 65906.6 requires a local agency that collects inclusionary housing in-lieu 
fees to publish annually the amount collected and whether the funds are intended for a specific project. 
Every five years, the agency must also report the total amount collected during that period and identify 
projects funded with the fees. The City would incorporate these requirements into program 
administration and public reporting. 
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After sufficient implementation experience, staff proposes an initial program evaluation after 
approximately three years, or earlier if the City has processed enough covered projects to support a 
meaningful review. The evaluation could consider residential applications and approvals, affordable 
units produced, use of alternative compliance options, fee revenue collected and expended, 
administrative costs, and market conditions. Any recommended ordinance or fee changes would return 
to the Planning Commission and City Council as required. 
 
CODE COMPLIANCE 
 
The City Council is expressly authorized to adopt, as a condition of development, inclusionary housing 
requirements applicable to residential rental units affordable to moderate-, lower-, very low-, and 
extremely low-income households, as those income categories are defined in Health and Safety Code 
Sections 50079.5, 50093, 50105, and 50106, so long as alternative means of compliance are provided 
such as in-lieu fees, land dedication, off-site construction, or acquisition and rehabilitation of existing 
units. (See Cal. Gov. Code § 65850(g).) The proposed ordinance provides two of these alternatives:   
payment of an in-lieu fee and off-site construction.  
 
VMC Section 16.611.02(D) requires proposed Zoning Code amendments to be reviewed and 
recommended by the Planning Commission at a duly noticed public hearing before City Council 
consideration.  
 
To recommend adoption of a Zoning Code text amendment, the Planning Commission must find under 
VMC Section 16.611.03(A) that: 
 

1. The ordinance amendment is consistent in principle with the General Plan and any applicable 
specific plan; and  

 
2. The ordinance amendment is consistent with the purpose of the Zoning Code to promote the 

growth of the city in an orderly manner and to protect the public health, safety, and general 
welfare. 

 
Staff Analysis 
 
The proposed ordinance is consistent in principle with the General Plan because it directly implements 
Housing Element Program B 2.1.1, which directs the City to evaluate and consider adoption of an 
inclusionary housing ordinance to increase the production of housing to lower- and moderate-income 
households. The proposed ordinance is also intended to contribute to the Housing Element’s quantified 
objective of producing 150 lower- and moderate-income units, including at least 50 units in mixed-
income developments, during the Housing Element planning period. Because future development 
activity and the compliance options selected by developers cannot be predicted, the ordinance’s 
contribution toward that objective cannot be quantified at this time. 
 
The proposed ordinance is consistent in principle with General Plan policies that support expanding 
housing opportunities and increasing access to affordable housing. Policy A.1 calls for the City to 
provide opportunities for new housing sufficient to meet its share of regional housing demand at all 
income levels. Policy A.4 supports a variety of housing types, including rental and ownership 
opportunities for moderate- and above-moderate-income households. Policy B.1 calls for continued 
efforts to expand housing opportunities for all residents, including households unable to afford market-
rate housing, and Policy B.2 supports the provision of financial or other assistance for the development 
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of affordable housing units. Policy F.1 calls for equal access to housing opportunities and housing 
options for households across a range of income levels, densities, and housing types to meet the 
diverse needs and preferences of the community. And Policy H.4 supports promoting a healthy balance 
of housing within neighborhoods by encouraging a mix of affordable and market-rate housing. The 
proposed ordinance advances these policies by establishing affordable housing requirements for 
covered residential development, providing alternative means of compliance, and generating in-lieu fee 
revenue to support affordable housing activities. The ordinance does not amend any General Plan land 
use or density designation, or otherwise modify the location, intensity, or physical development 
standards applicable to residential development. Rather, it establishes affordable housing requirements 
and alternative means of compliance for residential development otherwise permitted under the 
General Plan. No conflict with any applicable specific plan has been identified. 
 
The proposed ordinance is also consistent with the purposes of the Zoning Code because it establishes 
clear standards governing affordable housing requirements for covered residential projects while 
providing alternative means of compliance and provisions for waivers or adjustments where authorized. 
The ordinance is intended to promote orderly residential development and the public health, safety, and 
general welfare by increasing the production of housing affordable to lower- and moderate-income 
households without changing General Plan land use designations, permitted residential densities, or 
other underlying development standards. 
 
Policy Considerations 
 
The proposed ordinance reflects the direction provided through the 2025 joint City Council and 
Planning Commission study-session process to develop a modest and flexible inclusionary housing 
program. The feasibility analysis and public comments identify policy tradeoffs between requiring 
residential development to contribute to affordable housing and avoiding additional constraints on 
housing production under current market conditions. On balance, staff finds that establishing an initial 
framework now would advance the Housing Element’s objectives while allowing the City to monitor 
housing production, market conditions, fee revenue, affordable units created, and administrative 
demands. The planned program evaluation would provide data to support any future calibration of the 
ordinance. 
 
NOTICE AND COMMENTS 
 
In accordance with VMC Section 16.602.08(A), notice of the September 9, 2026 Planning Commission 
public hearing for this item was published in the Times-Herald and electronically distributed on August 
19, 2026. 
 
Public Comment Period 
 
The City published the draft ordinance on May 7, 2026, for a 20-day public review and comment period 
ending May 27, 2026. The City received ten substantive submissions: six from individual commenters 
and four organizational letters, including one joint letter signed by eight community, housing, legal 
services, and advocacy organizations (see Attachment 5 for copies of all letters received). The 
comments expressed a wide range of views, from opposition to the ordinance to support conditioned on 
substantially stronger requirements. 
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Development Feasibility and Housing Production 
 
Several individual commenters and the Building Industry Association (BIA) Bay Area opposed the draft 
ordinance or urged the City to proceed cautiously. These comments cited EPS's finding that most 
residential prototypes are currently infeasible, expressed concern that mandatory requirements and in-
lieu fees would discourage investment or reduce overall housing production, and recommended that 
the City instead prioritize streamlining, incentives, public subsidy, fee reductions, and other measures 
intended to improve project feasibility. Some commenters also raised concerns regarding administrative 
cost and complexity, fee transparency, the effect of utility costs on affordability, the City's existing 
supply of subsidized housing and vouchers, and perceived public-safety impacts. 
 
BIA Bay Area specifically urged the City not to adopt the draft ordinance. If the City moves forward, BIA 
recommended a voluntary, incentive-based structure supported by local density, floor-area-ratio, and 
parking incentives in addition to State Density Bonus Law; implementation triggers tied to verified 
improvement in market feasibility; requirements phased in over multiple years; in-lieu fees set materially 
below the economically equivalent affordability gap; differentiation by geography and housing product 
type; and a sunset provision with mandatory periodic re-study. BIA also urged the City to focus on 
streamlining entitlements, lowering impact fees, reducing parking requirements, allowing lower-cost and 
missing-middle housing types, using targeted public subsidies and vouchers, and partnering with 
nonprofit affordable housing developers on public land. 
 
Requests to Strengthen the Ordinance 
 
The joint letter led by Public Advocates and the Vallejo Housing Justice Coalition supported adoption of 
an inclusionary program but urged the City to strengthen the draft. The signatories recommended 
reducing the applicability threshold from 20 to 10 units; requiring a total 20 percent affordable set-aside, 
including 15 percent low-income and 5 percent very-low-income units; establishing an in-lieu fee 
formula tied to the full affordability gap described above; prioritizing on-site production; dedicating fee 
revenue exclusively to affordable housing and tenant-stabilizing uses; and adding implementation, 
enforcement, monitoring, annual reporting, and public-dashboard requirements. Fair Housing 
Advocates of Northern California similarly supported an inclusionary ordinance but urged a 15 to 20 
percent requirement to further fair housing goals. 
 
Implementation and Alternative Compliance 
 
Solano-Napa Habitat for Humanity recommended adding an alternative allowing a market-rate 
developer to partner with an affordable housing developer to construct off-site affordable units or on-
site inclusionary rental units. Another commenter who generally supported the draft ordinance 
requested annual reporting on units produced and in-lieu fees collected and expended, questioned the 
use of off-site units and the 180-day effective date, and emphasized long-term property management 
and maintenance. 
 
Copies of all written comments are included in Attachment 5. Staff has not prepared individual 
responses to the comment letters and has not revised the public review draft in response. The 
comments are presented to inform the Planning Commission's consideration. The Commission may 
recommend adoption of the proposed ordinance as-is, recommend specified revisions to the City 
Council, or continue the item and direct staff to return with revisions. 
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ENVIRONMENTAL REVIEW 
 
The proposed ordinance is exempt from CEQA pursuant to CEQA Guidelines Section 15061(b)(3), the 
common-sense exemption. The ordinance establishes affordability requirements and alternative means 
of compliance for residential development otherwise authorized under the City's General Plan, specific 
plans, and Zoning Code. It does not change any land-use designation or zoning district, increase 
allowable residential density or development intensity, modify the physical development envelope, 
authorize construction, or approve any particular development project. 
 
The requirements affect the affordability and occupancy of units within future residential development 
but do not alter the amount, location, or physical form of development otherwise permitted by applicable 
land-use regulations. The authorization and collection of an in-lieu fee would not commit the City to 
construct, fund, or approve any particular housing project. Future residential developments and any 
future projects funded with in-lieu fee revenue will remain subject to CEQA as applicable. For these 
reasons, there is no reasonable possibility that adoption of the proposed Ordinance will have a 
significant effect on the environment.  
 
 
CONCLUSION 
 
Staff recommends that the Planning Commission adopt the attached Resolution recommending that the 
City Council adopt the proposed ordinance, as presented. 
 
APPEAL PROCEDURE 
 
This agenda item is a request for the Planning Commission’s recommendation to the City Council and 
is not subject to appeal procedures, as it is advisory in nature and does not constitute a final decision 
on the Project. 
 
LEVINE ACT 
 
This item is subject to the Levine Act. City elected and appointed officials, including candidates for City 
elected office, (City Officers) who have received a campaign contribution of more than $500 within 12 
months prior from a party, participant, or their representatives involved in this proceeding may do either 
of the following: (1) disclose the contribution on the record and recuse themselves from this proceeding; 
OR (2) return the portion of the contribution that exceeds $500 within 30 days from the time the elected 
official knew or should have known about the contribution and participate in the proceeding.  
 
All parties, participants, and their representatives must disclose on the record of this proceeding any 
contribution of more than $500 made to the City Officers, such as the Mayor and/or Councilmembers, 
within 12 months prior to the date of the proceeding. City Officers are prohibited from accepting, 
soliciting, or directing a contribution of more than $500 from a party, participant, or their representatives 
during a proceeding and for 12 months following the date a final decision is rendered. 
  
CONTACT 
 
Hector Rojas, Long-Range Planning Manager (707) 553-7283 
Hector.Rojas@cityofvallejo.net  
 

mailto:Hector.Rojas@cityofvallejo.net
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CITY OF VALLEJO PLANNING COMMISSION 
 

PC26-17 
 

A RESOLUTION OF THE PLANNING COMMISSION RECOMMENDING THAT THE CITY 
COUNCIL AMEND THE VALLEJO MUNICIPAL CODE BY ADDING CHAPTER 16.216 

RELATING TO AFFORDABLE HOUSING REQUIREMENTS AND FINDING SUCH ACTION 
EXEMPT FROM THE CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) PURSUANT 

TO CEQA GUIDELINES SECTION 15061(b)(3) 
 

* * * * * * * * * * * * * * * * * * * * * * * * * 

WHEREAS, the City of Vallejo’s 2023-2031 Housing Element includes Program B 2.1.1, which 
directs the City to seek housing developer input, conduct the necessary economic analysis, and 
consider an Inclusionary Housing Ordinance addressing project thresholds, affordability levels, 
compliance options, incentives, construction timing, and administration; and 

WHEREAS, to implement Housing Element Program B 2.1.1, the City retained Economic & 
Planning Systems, Inc. (EPS) to conduct developer outreach and prepare an economic 
feasibility analysis of potential inclusionary housing requirements and in-lieu fees; and 

WHEREAS, on July 7, 2025, the City Council and Planning Commission held a joint study 
session to receive and discuss EPS's preliminary market and feasibility findings and potential 
approaches to an inclusionary housing program; and 

WHEREAS, on November 24, 2025, the City Council and Planning Commission reconvened for 
a continuation of the joint study session, after which staff received direction to proceed with 
developing a modest Inclusionary Housing Ordinance that reflected Vallejo's current market 
conditions and provided flexibility in how covered projects could comply; and 

WHEREAS, the City published a draft Inclusionary Housing Ordinance for a 20-day public 
review and comment period beginning May 7, 2026 and ending May 27, 2026, and received ten 
substantive written submissions expressing a range of views regarding the proposed 
requirements; and 

WHEREAS, EPS completed a Feasibility Analysis of Inclusionary Housing Requirements that 
evaluated representative residential development prototypes, alternative affordability 
requirements, and economically equivalent in-lieu fees under then-current market conditions; 
and 

WHEREAS, the proposed Ordinance would add Chapter 16.216 to the Vallejo Municipal Code 
(VMC), apply to residential projects containing 20 or more units, establish affordable housing 
requirements, and provide alternative means of compliance including payment of an in-lieu fee 
and off-site construction; and 

WHEREAS, Government Code Section 65850(g) authorizes cities to require, as a condition of 
residential rental development, that a percentage of units be affordable to specified income 
groups and requires the ordinance to provide alternative means of compliance; and 
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WHEREAS, in accordance with VMC Chapter 16.611, proposed amendments to the Zoning 
Code must first be reviewed and recommended by the Planning Commission at a duly noticed 
public hearing before consideration by the City Council; and 

WHEREAS, notice of the Planning Commission's public hearing on the proposed Inclusionary 
Housing Ordinance and its accompanying CEQA determination were mailed to all persons 
requesting notice pursuant to Section 16.602.08 of the Vallejo Municipal Code, emailed to the 
members of the Planning Commission, and published in a 1/8th page advertisement in the 
Times-Herald, a newspaper of general circulation, on August 19, 2026, which date was not less 
than 10 days prior to the September 9, 2026 hearing, as required by Government Code Section 
65090(a); and 

WHEREAS, after giving all public notices required by State law and the VMC, the Planning 
Commission conducted a duly noticed public hearing on September 9, 2026, to consider and 
receive public testimony on the proposed Ordinance and related CEQA determination. 

NOW, THEREFORE, LET IT BE RESOLVED that the Planning Commission hereby finds, 
determines, and resolves as follows: 

Section 1. Recitals. 

 The foregoing recitals are true and correct, and the same are incorporated herein by 
reference. 

Section 2. Record. 

The Record of Proceedings ("Record") upon which the Planning Commission bases its 
recommendation includes but is not limited to: (1) the staff reports, City files and records, the 
EPS Feasibility Analysis of Inclusionary Housing Requirements, written public comments, and 
other documents prepared for the proposed Inclusionary Housing Ordinance; (2) the evidence, 
facts, findings, and other determinations set forth in this Resolution; (3) the Vallejo General Plan 
2040 and its Final Environmental Impact Report; (4) the Addendum to the General Plan 2040 
Final Environmental Impact Report adopted for the 2023-2031 Housing Element; (5) the VMC 
and its related environmental documents; (6) all documentary and oral evidence received at 
public meetings and hearings, or otherwise submitted to the City, relating to the proposed 
Inclusionary Housing Ordinance; and (7) all other matters of common knowledge to the 
Planning Commission including, but not limited to, City, State, and federal laws, policies, rules, 
regulations, reports, records, and projections related to development within the City of Vallejo 
and its surrounding areas. 

The location and custodian of the records is the Planning and Development Services 
Department of the City of Vallejo, 555 Santa Clara Street, Vallejo, California 94590. 

Section 3. California Environmental Quality Act Findings. 

Based on the Record described above, and all matters deemed material and relevant before 
adoption of this Resolution, the Planning Commission hereby recommends that the City Council 
find and determine that adoption of the proposed Ordinance is exempt from the California 
Environmental Quality Act pursuant to CEQA Guidelines Section 15061(b)(3), the common-
sense exemption. The proposed ordinance establishes affordability requirements and 
alternative means of compliance for residential development otherwise authorized under the 



 

3 
 

City's General Plan, specific plans, and Zoning Code. It does not change any land-use 
designation or zoning district, increase allowable residential density or development intensity, 
modify the physical development envelope, authorize construction, or approve any particular 
development project. The requirements affect the affordability and occupancy of units within 
future residential development but do not alter the amount, location, or physical form of 
development otherwise permitted by applicable land-use regulations. The authorization and 
collection of an in-lieu fee would not commit the City to construct, fund, or approve any 
particular housing project. Future residential developments and any future projects funded with 
in-lieu fee revenue will remain subject to CEQA as applicable. For these reasons, there is no 
reasonable possibility that adoption of the proposed Ordinance will have a significant effect on 
the environment, and the Planning Commission therefore recommends that the City Council 
determine the proposed Ordinance is exempt from CEQA pursuant to Guidelines Section 
15061(b)(3).  

Section 4.  Findings.  

In accordance with Vallejo Municipal Code Section 16.611.03.A.1 and A.2 (Required Findings, 
Zoning Code Text Amendments), the Planning Commission hereby makes the following findings 
regarding the proposed Inclusionary Housing Ordinance, as detailed in Exhibit A attached 
hereto and incorporated herein by reference. 

A.1  The ordinance amendment is consistent in principle with the general plan and 
any applicable specific plan;  

Facts in support: The proposed ordinance is consistent in principle with the General Plan 
because it directly implements Housing Element Program B 2.1.1, which directs the City to 
evaluate and consider adoption of an inclusionary housing ordinance to increase the 
production of housing to lower- and moderate-income households. The proposed ordinance 
is also intended to contribute to the Housing Element’s quantified objective of producing 150 
lower- and moderate-income units, including at least 50 units in mixed-income 
developments, during the Housing Element planning period. Because future development 
activity and the compliance options selected by developers cannot be predicted, the 
ordinance’s contribution toward that objective cannot be quantified at this time. 
 
The proposed ordinance is consistent in principle with General Plan policies that support 
expanding housing opportunities and increasing access to affordable housing. Policy A.1 
calls for the City to provide opportunities for new housing sufficient to meet its share of 
regional housing demand at all income levels. Policy A.4 supports a variety of housing 
types, including rental and ownership opportunities for moderate- and above-moderate-
income households. Policy B.1 calls for continued efforts to expand housing opportunities 
for all residents, including households unable to afford market-rate housing, and Policy B.2 
supports the provision of financial or other assistance for the development of affordable 
housing units. Policy F.1 calls for equal access to housing opportunities and housing options 
for households across a range of income levels, densities, and housing types to meet the 
diverse needs and preferences of the community. And Policy H.4 supports promoting a 
healthy balance of housing within neighborhoods by encouraging a mix of affordable and 
market-rate housing. The proposed ordinance advances these policies by establishing 
affordable housing requirements for covered residential development, providing alternative 
means of compliance, and generating in-lieu fee revenue to support affordable housing 
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activities. The ordinance does not amend any General Plan land use or density designation, 
or otherwise modify the location, intensity, or physical development standards applicable to 
residential development. Rather, it establishes affordable housing requirements and 
alternative means of compliance for residential development otherwise permitted under the 
General Plan. No conflict with any applicable specific plan has been identified. 

A.2. The zoning text amendments are consistent with the purpose of the Zoning Code 
to promote the growth of the city in an orderly manner and to promote and 
protect the public health, safety, and general welfare. 

 
Facts in support: The proposed Inclusionary Housing Ordinance is consistent with the 
purpose of the Zoning Code because it establishes uniform and predictable requirements 
governing the affordable housing contribution of covered residential development. The 20-
unit threshold, modest affordability percentages, alternative compliance options, pipeline 
exemption, and waiver or adjustment process are intended to balance the City's affordable 
housing objectives with current development feasibility. The ordinance promotes orderly 
growth by integrating affordable housing into planned residential development without 
changing the amount or location of development allowed by the General Plan, specific 
plans, or Zoning Code. It promotes and protects the public health and general welfare by 
expanding access to stable housing, supporting mixed-income development, and 
establishing clear standards for affordability, construction timing, equal access to amenities, 
and long-term monitoring. The ordinance preserves all applicable building, fire, health, and 
safety requirements governing future residential development. 

Section 5. Decision. 

BE IT FURTHER RESOLVED that, based on the findings set forth herein and the Record as a 
whole, the Planning Commission hereby recommends that the City Council amend the Vallejo 
Municipal Code by adding Chapter 16.216, relating to Affordable Housing Requirements, as set 
forth in Exhibit A, attached hereto and incorporated herein by reference. 

PASSED AND ADOPTED at a regular meeting of the Planning Commission of the City of 
Vallejo, State of California, on the 9th day of September 2026 by the following vote, to-wit: 

 

AYES:  
NOES: 
ABSENT: 
ABSTAIN: 

 

_______________________________________________________ 
ANTHONY TAYLOR, CHAIRPERSON 
City of Vallejo Planning Commission 

 

Attest: 
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_______________________________ 
KRISTIN POLLOT, AICP – SECRETARY 
City of Vallejo Planning Commission 

 

Exhibits: 

A. Proposed Ordinance Amending the Vallejo Municipal Code by Adding Chapter 16.216 
Relating to Affordable Housing Requirements 
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ORDINANCE NO. _____  
 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF VALLEJO ADDING 
CHAPTER 16.216 TO THE VALLEJO MUNICIPAL CODE RELATING TO 

AFFORDABLE HOUSING REQUIREMENTS 

 
THE COUNCIL OF THE CITY OF VALLEJO DOES ORDAIN AS FOLLOWS: 
 

SECTION 1. A new Chapter 16.216 is hereby enacted to read as follows: 

 
Chapter 16.216 

AFFORDABLE HOUSING REQUIREMENTS 
 
Section 16.216.01 Purpose. 
 
A. Purpose. The purpose of this chapter is to promote the public welfare and ensure that new 
residential development contributes to the achievement of the city's housing goals by increasing the 
production of units affordable to households of moderate-, low-, and very low-income; and 
generating funds for the development of moderate-, low-, and very-low income housing.  
 
B. Findings. The City Council finds that the citizens of the city are experiencing a housing 
shortage for moderate-, low-, and very-low income households. A goal of the city is to achieve a 
balanced community with housing available for households over a range of income levels. 
Increasingly, persons with moderate-, low-, and very-low incomes who work and/or live within the 
city are unable to locate housing at prices they can afford and are increasingly excluded from living 
in the city. Federal and state housing subsidy programs are not sufficient by themselves to satisfy 
the housing needs of moderate-, low-, and very-low income households. The city finds that the high 
cost of newly constructed housing does not, to any appreciable extent, provide housing affordable 
by moderate-, low-, and very-low income households while at the same time generates increased 
demand for lower wage service jobs to maintain public and/or common infrastructure, and that 
continued new development which does not include lower cost housing will serve to further 
aggravate the current housing shortage by reducing the supply of developable land. The city further 
finds that the housing shortage for persons of moderate-, low-, and very-low incomes is detrimental 
to the public health, safety and welfare, and further, that it is a public policy of the state of 
California as mandated by the requirements for a housing element of the General Plan, to make 
available an adequate supply of housing for persons of all economic segments of the community.  
 
Section 16.216.02 Definitions. 

For purposes of this chapter, the following terms shall have the meanings set forth below. Where a 
defined term is also defined by state statute, the state statutory definition shall control in the event 
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of any conflict, and this chapter shall be interpreted consistently with the most current income 
limits published by the California Department of Housing and Community Development ("HCD"). 

A. "Affordable Housing Agreement" means the agreement described in Section 16.216.09. 

B. "Affordable Unit" means a dwelling unit within a residential project, or an off-site unit 
approved pursuant to Section 16.216.06(A)(1), that is reserved for occupancy by, and priced or 
rented to be affordable to, a Very Low Income, Low Income, or Moderate Income household, as 
applicable, pursuant to this chapter. 

C. "Area Median Income" or "AMI" means the median family income for Solano County, 
adjusted for household size, as published annually by HCD pursuant to Health and Safety Code 
Section 50093(c). 

D. "Moderate Income" or "Moderate Income Household" means a household whose gross 
income does not exceed the moderate-income limits established for Solano County, adjusted for 
household size, as defined in Health and Safety Code Section 50093 and as published annually by 
HCD. 

E. "Low Income" or "Low Income Household" means a household whose gross income exceeds 
the qualifying limit for Very Low Income but does not exceed the qualifying limit for lower income 
households, adjusted for household size, as defined in Health and Safety Code Section 50079.5 and 
as published annually by HCD. 

F. "Very Low Income" or "Very Low Income Household" means a household whose gross 
income does not exceed the qualifying limits for very low income households, adjusted for 
household size, as defined in Health and Safety Code Section 50105 and as published annually by 
HCD. 

G. "HCD Income Limits" means the state income limits published annually by the California 
Department of Housing and Community Development pursuant to Health and Safety Code Section 
50093(c), as may be revised from time to time. The most recently published HCD income limits for 
Solano County in effect at the time of application for an affordable unit shall govern eligibility and 
pricing determinations under this chapter. 

Section 16.216.03 Affordable Units or Fee Required. 
 
A. Requirement. All residential projects of twenty (20) or more residential units shall be 

designed and constructed to include the number of affordable units required by Section 
16.216.04, subject to the alternative means of compliance authorized by Sections 16.216.05 
and 16.216.06. No application for a general plan amendment, specific plan amendment, 
rezoning, tentative map, use permit, variance, design review, development review, or 
building permit for a residential project shall be approved without compliance with this 
chapter.  

 
B. Exemptions. This chapter shall not apply to:  
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1. The reconstruction of any dwelling units that were destroyed by fire, flood,   
earthquake or other act of nature.  

2. Accessory Dwelling Units and Junior Accessory Dwelling Units.  
3. Residential care facilities where otherwise regulated by this title.  
4. A land use/development application that has been accepted as complete prior to the 

effective date of this chapter.  
 
Section 16.216.04 Number of Affordable Units. 
 
A. The number of affordable units required in a residential project are as follows:  

 
1. Rental Projects of 20 or More Units. A rental project consisting of twenty (20) or 

more dwelling units shall include one (1) percent of the total number of dwelling 
units for rent to households earning not more than Very Low Income; and four (4) 
percent of the total number of dwelling units for rent to households earning not more 
than Low Income. Monthly rents shall not exceed one-twelfth (1/12) of thirty 
percent (30%) of the applicable maximum annual household income, less a monthly 
utility allowance, as determined by the City.  
 

2. Ownership Projects of 20-100 Units. An ownership project consisting of twenty (20) 
to one hundred (100) dwelling units shall include affordable units for sale to 
households earning not more than Low Income in an amount equal to three (3) 
percent of the total number of dwelling units, and affordable units for sale to 
households earning not more than Moderate Income in an amount equal to two (2) 
percent of the total number of dwelling units.  
 

3.  Ownership Projects of Over 100 Units. An ownership project consisting of more 
than one hundred (100) dwelling units shall include affordable units for sale to 
households earning not more than Low Income in an amount equal to five (5) 
percent of the total number of dwelling units, and affordable units for sale to 
households earning not more than Moderate Income in an amount equal to three (3) 
percent of the total number of dwelling units. 

 
B. Fractional Units. The required number of affordable units shall be calculated separately 

for each income category specified in this section. When application of the percentages 
set forth above results in a fractional affordable unit, a fraction of one-half (0.50) or 
greater shall be rounded up to the next whole affordable unit. For a fraction of less than 
one-half (0.50), the developer may either (1) round up to the next whole affordable unit 
and provide the additional affordable unit, or (2) pay an in-lieu fee for the fractional 
unit. The fractional-unit fee shall be calculated by multiplying the fractional unit by the 
applicable in-lieu fee established by resolution pursuant to Section 16.216.05(B). 
 

C. Replacement Units. If a residential project subject to the affordable housing 
requirements of Section 16.216.03(A) would result in the elimination of existing deed-
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restricted affordable dwelling units, such units must be replaced on a one-for-one basis 
with equally affordable or more affordable deed-restricted units. 

 
Section 16.216.05 In-Lieu Fees. 
 
A. A developer proposing to construct a residential project may pay a fee in lieu of providing 

some or all of the affordable units required by Section 16.216.04. The option to pay in-lieu 
fees shall be made in writing at the time the developer submits the application for the 
residential project.  

 
B.  In-lieu fees shall be paid prior to issuance of building permits and shall be deposited into a 

separate City fund designated for the development of affordable housing. Fees may also be 
used for administration of City affordable housing programs. The City Council shall 
establish the amount of such fees by resolution. 

 
Section 16.216.06 Alternatives. 
 
A. The developer may request an alternative means of compliance with this chapter as part of 

a development application in accordance with the following provisions:  
 

1. Off-Site Construction. Affordable units may be constructed on a site or sites not 
contiguous to the residential project, provided that such site or sites are located within the 
same census tract as the residential project, at the discretion of the body with review 
authority over the residential project upon a finding that off-site construction equally or 
better serves city interests because of factors involving the residential project including, 
but not limited to, overall project size, density, character and location, accessibility to 
public transportation, and proximity to retail and service establishments. The approval of 
off-site construction of affordable units shall be subject to Section 16.216.07(D), and such 
terms and conditions as may be imposed by the body with review authority.  

 
2. On-Site Rental Units. When on-site inclusionary for-sale units are required by this 
chapter, a developer may instead construct on-site inclusionary rental units. If a developer 
chooses to construct on-site inclusionary rental units in lieu of on-site inclusionary for-
sale units, the requirements for such on-site rental inclusionary units shall be the same as 
if the residential development were a rental residential development project. 

Section 16.216.07 Affordable Unit Standards. 

A. Mix, Size, and Number of Bedrooms. 

1. Affordable units in an ownership project shall be proportional in unit mix including 
but not limited to the number of bedrooms and unit size as the market rate units. The 
affordable ownership units need not exceed 1,400 square feet and three bedrooms when 
included in a development of market rate units for ownership that exceed 1,400 square feet 
and three bedrooms.  
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2. Affordable units in rental projects shall be proportional in unit mix including but not 
limited to the number of bedrooms and unit size as the market rate units. The affordable 
rental units need not exceed 1,000 square feet and three bedrooms when included in a 
development of market rate rental units that exceed 1,000 square feet and three bedrooms.  

B. Location and Design. Affordable units shall be dispersed throughout a residential project 
to the extent feasible and be comparable in construction quality and exterior design to the 
market rate units. However, interior materials and appliances may differ in quality. 

C. Equal Access. The affordable units shall have equal access to all on-site amenities 
available to market rate units.  

D. Timing of Construction. All affordable units must be constructed and occupied prior to or 
concurrently with the construction and occupancy of market rate units unless an alternative 
construction timing schedule has been approved by the body with review authority. Off-
site affordable units shall be constructed and occupied in accordance with the timing 
schedule approved pursuant to Section 16.216.06(A)(1). 

E. Duration of Affordability Requirement. Affordable units shall be legally restricted to 
occupancy by households of the income levels for which the units were designated, for a 
minimum period of 55 years from the date of first occupancy for rental units, and 55 years 
from the date of first sale for owner-occupied units, unless the requirements of a California 
law require a shorter period of duration.  

Section 16.216.08 Eligibility for Occupancy of Affordable Units.  

A.  General Eligibility. No household may occupy an affordable unit unless the city or its 
designee has approved the household's eligibility or has failed to make a determination of eligibility 
in accordance with the applicable affordable ownership and resale restrictions. If the city or its 
designee maintains a list or identifies eligible households, initial and subsequent occupants shall be 
selected first from the list of identified households, in compliance with any rules approved by the 
city.  

B. Occupancy as Principal Residence. A household who occupies a rental affordable unit or 
who purchases an affordable unit in an ownership project shall at all times occupy the unit as the 
household’s principal residence.  

Section 16.216.09 Affordable Housing Agreement Requirement. 

A.          Affordable Housing Agreement. Each developer of a residential project providing 
affordable units pursuant to this chapter, as a condition of approval, shall execute an 
Affordable Housing Agreement in the form provided by the city. Each Affordable Housing 
Agreement shall include the following:  

1. A description of the residential project, including whether the affordable units will 
be rented or owner-occupied;  
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2. The number, size and location of the affordable units;  

3. Provisions and/or documents for resale restrictions, deeds of trust, right of first 
refusal or rental restrictions;  

4. Provisions for monitoring the ongoing affordability of the affordable units, and the 
process for qualifying prospective resident households for income eligibility;  

5. Any additional obligations relevant to the compliance with this chapter; and  

6. Provision for the city to recoup costs for implementation and monitoring of the 
Agreement.  

B. Recording of Agreement. Each Affordable Housing Agreement shall be recorded against 
owner-occupied affordable units and the residential projects containing rental affordable 
units. Additional rental or resale restrictions, deeds of trust, rights of first refusal and/or 
other documents acceptable to the city shall also be recorded against owner-occupied 
affordable units. In cases where the requirements of this chapter are satisfied through the 
development of off-site affordable units, the Affordable Housing Agreement shall 
simultaneously be recorded against the property where the off-site units are to be 
developed.  

C. Time of Recordation. For residential projects for which a parcel or tentative map has been 
approved, the Affordable Housing Agreement shall be recorded concurrently with the 
recording of the final map for the residential project. For residential projects not subject to 
parcel or tentative maps, the Affordable Housing Agreement shall be recorded prior to the 
issuance of a building permit.  

D. Purchasers of Affordable Units. Each purchaser of an affordable unit in an ownership 
project, whether that purchaser bought the affordable unit from the developer or from a 
previous owner of the affordable unit, shall be required to execute an agreement in the 
form provided by the city which contains resale restrictions including, but not limited to, 
restrictions on who may purchase the affordable unit and restrictions on the maximum 
sales price permitted on resale. The resale restrictions may also allow the city a right of 
first refusal to purchase the affordable unit. This agreement shall be recorded against the 
affordable unit as part of the closing documents for the sales transaction.  

Section 16.216.10 Affordable Housing Plan Application. 

A. Applications. Applications for residential projects subject to this chapter shall include an 
Affordable Housing Plan. The Affordable Housing Plan shall identify the method or 
combination of methods proposed to satisfy the affordable housing requirements of Section 
16.216.04, including the provision of on-site affordable units, payment of in-lieu fees 
pursuant to Section 16.216.05, off-site construction pursuant to Section 16.216.06(A)(1), or 
another alternative means of compliance authorized by this chapter. The Affordable 
Housing Plan shall include the following information, as applicable, in addition to 
information otherwise required under this title. 
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B.  Required Affordable Housing Plan Information: 

1. The location, structure, proposed occupancy (rental or ownership) and size of the 
proposed market rate and affordable units, if affordable units are proposed to be provided;  

2. The calculations used to determine the number of required affordable units, 
including the calculations for each applicable income category;  

3. A floor plan or site plan depicting the location of the affordable units, if affordable 
units are proposed to be provided on-site;  

4. The income level targets for each affordable unit, if affordable units are proposed to 
be provided;  

5. For phased developments, a phasing plan identifying the timing and method of 
compliance with the affordable housing requirements;  

6. A marketing plan stating how qualified households will be reviewed and selected to 
either purchase or rent the affordable units, if affordable units are proposed to be provided;   

7. If the developer proposes to satisfy any portion of the affordable housing 
requirements through payment of an in-lieu fee, documentation identifying the number of 
affordable units for which the fee will be paid and the applicable fee calculation pursuant to 
Section 16.216.05; and 

8. Any other information requested by the Planning and Development Services 
Director that is reasonably necessary to assist in the evaluation of the Affordable Housing 
Plan for compliance with the standards of this chapter.  

Section 16.216.11 Waiver or Adjustment. 

Notwithstanding any other provision in this chapter, the requirements of this chapter shall be 
waived or adjusted if the developer demonstrates that there is no reasonable relationship between 
the impact of a proposed residential project and the requirements of this chapter, or that applying 
the requirements of this chapter would take property in violation of the United States or California 
Constitutions. To receive a waiver or an adjustment, the developer must include all relevant 
information in support of the waiver or adjustment at the time the developer submits its application 
for the residential project. The developer shall also present all arguments in support of the waiver 
or adjustment before the city body with review authority over the residential project.  

SECTION 2. CEQA. 

Based on the Record described above, and all matters deemed material and relevant before 
adoption of this Ordinance, the City Council hereby finds and determines that adoption of the 
proposed Inclusionary Housing Ordinance is exempt from the California Environmental Quality 
Act pursuant to CEQA Guidelines Section 15061(b)(3), the common-sense exemption. The 
proposed Ordinance establishes affordability requirements and alternative means of compliance for 
residential development otherwise authorized under the City's General Plan, specific plans, and 
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Zoning Code. It does not change any land-use designation or zoning district, increase allowable 
residential density or development intensity, modify the physical development envelope, authorize 
construction, or approve any particular development project. The requirements affect the 
affordability and occupancy of units within future residential development but do not alter the 
amount, location, or physical form of development otherwise permitted by applicable land-use 
regulations. The authorization and collection of an in-lieu fee would not commit the City to 
construct, fund, or approve any particular housing project. Future residential developments and any 
future projects funded with in-lieu fee revenue will remain subject to CEQA as applicable. For 
these reasons, there is no reasonable possibility that adoption of the proposed Ordinance will have a 
significant effect on the environment. This determination reflects the City’s independent judgment 
and analysis. 

SECTION 3. Severability. 

If any section, subsection, sentence, clause, phrase or word of this Ordinance is for any reason held 
to be invalid by a court of competent jurisdiction, such decision shall not affect the validity of the 
remaining portions of this Ordinance. The City Council hereby declares that it would have passed 
and adopted this Ordinance, and each and all provisions hereof, irrespective of the fact one or more 
provisions may be declared invalid. 

SECTION 4.  Effective Date. 

This Ordinance shall take effect and be in full force and effect from and after one hundred and 
eighty (180) days after its final passage. 

 

PASSED and ADOPTED by the City Council of the City of Vallejo at a regular meeting held on 
the  day of  ___________, 2026. 
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1. Introduction and Summary of Findings 

Inclusionary housing programs require that new market-rate residential 
development projects include a certain percentage of housing units at rents or 
sale prices that are affordable to lower-income households. These program 
requirements often vary for different product types and/or different tenures and 
also may include the option for new development to pay a fee in lieu of providing 
affordable units on-site, as an alternative means of compliance. First implemented 
in 1974, inclusionary housing programs have been adopted by hundreds of 
jurisdictions nationwide, including more than 100 cities and counties in the State 
of California (Figure 1). They are one of many tools that cities can use to achieve 
more affordable housing in their communities. 

Figure 1 Total Inclusionary Zoning Programs by State 

 
Source: National Housing Conference, 2017. 

The City of Vallejo does not currently have an inclusionary zoning ordinance but 
has recently opted to explore adopting one as a housing program from its recent 
6th Cycle Housing Element. Economic & Planning Systems, Inc. (EPS) was retained 
by the City to conduct an economic feasibility study to determine what level of 
updated inclusionary requirements or equivalent in-lieu fees may be supportable 
in Vallejo in the context of current market conditions. 
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EPS analyzed how the inclusion of below-market-rate (BMR) units impacts the 
financial feasibility of new market-rate residential development by evaluating 
several options for a new inclusionary program using industry standard profit and 
return metrics. Such an analysis is intended to provide the City with context 
regarding the implications of adopting such requirements and potential 
unintended impacts on impeding new development. In addition, cities introducing 
or updating inclusionary housing programs often consider the requirements and 
fees set by their “peer cities.” Appendix A presents comparisons of inclusionary 
requirements and in-lieu fees for rental and ownership projects in several cities in 
the Bay Area, including others in Solano County.  

The key findings and recommendations stemming from the feasibility analysis are 
summarized below. The subsequent chapters of this report provide details on the 
methodology and assumptions underlying the feasibility analysis, the results of 
the feasibility analysis, and the recommendations for inclusionary requirements by 
development product type that align with the feasibility findings. 

Key Findings 
1. Market conditions for constructing new market-rate housing are currently 

poor across the Bay Area. Construction costs have been rising faster than 
rents have been growing, and the production of new housing has slowed 
dramatically in recent years.  
 

2. Most building types in Vallejo currently face feasibility challenges, except for 
single-family detached homes. This is due to combination of reasons, 
including high construction costs and the lower achievable market-rate sale 
prices and rents in Vallejo compared to much of the Bay Area. As a result, 
most types of projects do not meet the minimum returns that most 
developers require in order to move a project forward, even if all the units are 
offered at market rate prices.  
 

3. Inclusionary housing requirements will make new housing developments 
projects marginally less feasible. By requiring some units to be sold or rented 
for less than they otherwise might, inclusionary housing programs reduce the 
revenues achievable from new development while not generally changing the 
costs of development. Thus, a developer’s return on investment decreases 
under an inclusionary program, and may diminish so much that the project is 
no longer an attractive investment and thus does not happen.  
 

4. Under near-term market circumstances, the City may consider starting with a 
modest inclusionary program. Comparable Bay Area jurisdictions have rental 
requirements ranging from 6 to 10 percent and for-sale requirements ranging 
from 10 to 15 percent. Many of these requirements were adopted (or 
updated) several years ago under macroeconomic conditions different from 
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today. City staff identified several options of inclusionary programs to 
consider, which range from a total requirement of 4 to 6 percent BMR units 
for rental projects, and 5 to 10 percent BMR units for for-sale projects. These 
options are estimated to yield a cost ranging from approximately $8 to $50 
per square foot of the market-rate units, and these figures (detailed on Table 
9 and Table 10) and can serve as the maximum allowable in-lieu fees.  
 

5. The City may consider incorporating alternatives to compliance, phasing in 
requirements, or waiting until market conditions improve to implement 
inclusionary housing requirements. Due to current findings of market 
challenges, there is the concern that inclusionary requirements may suppress 
new housing production. However, phasing in requirements based on market 
indicators and/or setting an in-lieu fee that is modest relative to the cost of 
providing units on-site may be effective at minimizing negative feasibility 
impacts.  
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2.  Background and Local Market Context 

Housing Market Conditions and Challenges 
The housing market in the Bay Area has encountered recent economic challenges 
that make it difficult to build new housing. In the last several decades, the rise in 
construction costs has outpaced market-rate rent growth, meaning that it is now 
more expensive than ever to build a new housing unit, with a diminishing level of 
returns. Vallejo is particularly challenged due to rents that are lower than the Bay 
Area average. 

Several pieces of data demonstrate this trend. Figure 2 shows the trends of 
construction costs, Vallejo’s average multifamily rents, and the average 30-year 
fixed-rate mortgage, indexed from 2000 to 2024. Since 2000, construction costs 
have risen steadily and rents have not kept up at the same rate. When financing 
costs were lower, some projects could still proceed, but recent increases in 
interest rates have thwarted much new investment. 



FEASIBILITY ANALYSIS OF INCLUSIONARY HOUSING REQUIREMENTS 

   

Economic & Planning Systems, Inc. 8 Background and Local Market Context 

Figure 2 Index of Construction Costs, Multifamily Rents, Mortgage Rates, 2000 to 2024 

 
Source: CoStar; Engineering News-Record; Federal Reserve Economic Data; Economic & Planning 
Systems. 

Vallejo’s multifamily rents have also not increased at the same pace as in the rest 
of Solano County and the Bay Area generally, as shown in Figure 3. On a per-
square foot basis, the monthly rent for a multifamily unit in Vallejo is $2.21, which 
is 34 percent lower than the median in the Bay Area region ($3.36) and 5 percent 
lower than the rest of Solano County ($2.32). While this keeps current units in the 
city affordable, especially to lower-earning households, lower rent also means 
that new market-rate construction in Vallejo may be less competitive or attractive 
for developers in relation to nearby cities. This is especially critical as an 
inclusionary program relies on ongoing market-rate activity to deliver affordable 
units. 
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Figure 3 Multifamily Rents per Square Foot, 2000 to 2025 

 
Source: CoStar; Economic & Planning Systems 

Finally, even as other cities in Solano County have picked up in development 
activity in the last decade, Vallejo lags behind. Figure 4 and Figure 5 show the 
single-family (and accessory dwelling units) permitted and multi-family units 
under construction in the county from 2000 to 2024. Vallejo now has a much 
smaller market share compared to the early 2000s, despite being Solano County’s 
most populous city. 
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Figure 4 Single Family Units and ADUs Permitted in Solano County, 2000 to 2025 

 
Source: City of Vallejo; U.S. Department of Housing and Urban Development (HUD); Economic & Planning 
Systems. 
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Figure 5 Multifamily Units Under Construction in Solano County, 2000 to 2025 

 
Source: CoStar; Economic & Planning Systems. 

Housing Regulatory Context 

Regional Housing Needs Allocation 
The State of California requires every jurisdiction to adequately plan for its 
community’s housing needs, as specified by the Regional Housing Needs 
Allocation (RHNA), which determines the amount of housing units needed for 
each jurisdiction by income category.  

Vallejo has an allocation of 2,900 total units to be permitted between 2023 and 
2031. Table 1 displays the RHNA breakdown by income levels. The allocation is 
slightly concentrated in affordable units, with 54 percent of the total units at 
Moderate Incomes or below. Inclusionary housing programs can help cities 
achieve their RHNA numbers in the lower-income affordability categories, as long 
as market-rate or typically “Above Moderate” income units are also being 
constructed 
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Table 1 RHNA Allocation for Vallejo, 2023-2031 

 

6th Cycle Housing Element 
The City of Vallejo adopted its 6th Cycle Housing Element (2023-2031) in 
December 2024. This policy document, mandated by the State of California, 
requires cities to identify policies and strategies required to meet current RHNA 
numbers. Within the Element, Vallejo has Program B.2.1.1. Inclusionary Housing 
Ordinance, which commits the City to exploring an inclusionary housing strategy 
and options, with a goal of creating 150 lower- and moderate-income units, with 
at least 50 in mixed-income developments. As stated in Vallejo’s Housing 
Element:  

“To address the need for affordable housing, and as outlined by the City’s 
Housing Strategy, the City will prepare a nexus study, research an inclusionary 
housing ordinance, and seek developer input prior to drafting an ordinance.” 

Household Incomes and Affordability 

HCD Income Limits 
Affordable rents and sale prices for below-market-rate units are based on 
maximum housing costs affordable to households at various household income 
levels. Income levels are set by the California Department of Housing and 
Community Development (HCD) on an annual basis. According to the 2025 HCD 
Income Limits for Solano County (Table 2), the Area Median Income (AMI) is 
defined as $113,200 for a household of four. 

Affordablility Category Units Percentage

Very Low Income 690 23.8%
Low Income 369 12.7%
Moderate Income 495 17.1%
Above Moderate 1,346 46.4%
Total 2,900 100.0%

Source: California HCD; Economic & Planning Systems, Inc.
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Table 2 Solano County 2025 Income Limits by Persons in Household 

 

1 2 3 4 5 6 7 8

Acutely Low Income 0% - 15% $13,100 $14,950 $16,850 $18,700 $20,200 $21,700 $23,200 $24,700
Extremely Low Income 30% $28,850 $33,000 $37,100 $41,200 $44,500 $47,800 $51,100 $54,400
Very Low Income 50% $48,100 $54,950 $61,850 $68,700 $74,200 $79,700 $85,200 $90,700
Low Income 80% $76,950 $87,950 $98,950 $109,900 $118,700 $127,500 $136,300 $145,100
Median Income 100% $87,200 $99,700 $112,150 $124,600 $134,550 $144,550 $154,500 $164,450
Moderate Income 120% $104,650 $119,600 $134,550 $149,500 $161,450 $173,400 $185,400 $197,350

Sources: CA Department of Housing and Community Development; Economic & Planning Systems, Inc.

Affordability Category

Maximum 
Percentage of 
County Median

Number of Persons in Household
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3.  Methodology and Assumptions 

In an inclusionary program, developers are required to set aside a portion of their 
units for lower-income households. When a developer builds the affordable units 
within a project that is primarily market-rate units, the project’s construction costs 
are not significantly affected. However, the revenue the developer can expect 
from the affordable units is less than the revenue from the market-rate units. The 
developer is, in effect, subsidizing the development of the affordable units with 
revenue from the market-rate units. The subsidy is greater for units affordable to 
Very Low-income households than it is for Low-income households and 
Moderate-income households. 

In many jurisdictions, the developer may be given an option to pay a fee in lieu of 
providing the units on site. When a developer pays an in-lieu fee, all the units are 
sold or rented as market-rate units, so the revenue potential is not affected. 
However, the construction costs are affected by the amount of the in-lieu fee. 
Figure 6 provides an illustrative example of how these different options affect the 
developer’s sales proceeds on a for-sale project, assuming a 15 percent profit 
threshold is required for feasibility and to attract investment that allows the 
project to proceed. In this example, the project exceeds the feasibility threshold 
without any inclusionary requirements or with an in-lieu fee but is infeasible if 
inclusionary units are added. Given a choice, a developer is likely to pay the in-lieu 
to meet the city’s affordable housing requirement. 
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Figure 6 Illustration of Impacts on Feasibility 

 
Source: Economic & Planning Systems 

Return Metrics and Feasibility Threshold 
Inclusionary housing programs are only able to deliver affordable units if new 
market-rate residential development is occurring and can achieve prices or rents 
that support the additional costs of including affordable units. Therefore, before 
evaluating the development feasibility of updates to the City’s inclusionary 
housing program, EPS evaluated the local residential market activity. This 
evaluation provides a sense of the types of market-rate development that are 
occurring along with the prevailing sales prices and rents of new residential 
development. 

The assessment of financial feasibility for real estate development products is 
based on calculating financial return metrics and comparing them against typical 
industry target thresholds. In the case of residential development, relevant return 
metrics are based on comparing total project revenues to total project 
construction costs.  

This analysis establishes a feasibility threshold based on two standard return 
metrics used by real estate developers. These return metrics reflect the value of 
the investment in a project, and are a critical element in informing a developer’s 
“go/no-go” decision to proceed with development: 

• For ownership, or for-sale housing products (typically single family 
detached and attached homes, including townhomes and 
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condominiums), the feasibility threshold is based on the return 
metric of “profit margin,” calculated as the percentage by which 
total project value (sales proceeds) exceeds total project cost. 
Based on EPS research and feedback from developers active in 
Solano County, the analysis assumes that developers in Vallejo and 
the surrounding region will require at least a 15 percent profit 
margin on for-sale development projects. Therefore, any project 
attaining a profit margin at or above 15 percent would be 
considered feasible in this analysis and could arguably support 
some inclusionary requirement. 
 

• For rental housing products (typically, multifamily apartments), the 
feasibility threshold is based on the return metric of “yield on cost,” 
calculated by dividing the annual net operating income (NOI) by 
the total costs of development.  Based on EPS research and 
experience, the analysis assumes that developers in Vallejo and the 
surrounding region will require a yield on cost of at least 5.5 
percent.  

It is important to note that these return metrics do not specifically account for the 
time value of money and are based on the assumption that a project could be 
entitled, constructed, and sold or leased in a standard rather than attenuated 
timeline. 

Product Prototypes 
The prototype residential products used in the feasibility analysis were informed 
by EPS research on the local housing market. Research included review of recent 
developments and proposed projects, discussions with developers active in the 
region, and discussions with City staff. The characteristics for the prototype 
development products used in this analysis are summarized in Table 3. They 
include two rental prototypes: lower baseline density multifamily apartments (30 
units/acre) and higher-density multifamily apartments (65 units/acre). There are 
three for-sale prototypes –single-family detached homes, single-family small lot 
homes, and condominiums. A recently constructed example of each prototype 
specific to the City of Vallejo is also given, if available. 

The unit characteristics for each prototype are meant to represent average unit 
sizes, with the resulting analysis demonstrating feasibility for an average 
residential project of that product type. However, any specific project will have its 
own cost and revenue factors that may be impacted in part by its unit mix and 
design characteristics. 
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Table 3 City of Vallejo Prototype Residential Products 

 

Developer Cost Assumptions 
Housing construction costs categories include land acquisition, site preparation, 
hard costs (e.g., construction labor and materials), and indirect or “soft” costs (e.g., 
architecture, entitlement, marketing, etc.). For multifamily projects that include a 
structured garage or separate surface lot, EPS also defines parking costs per unit 
as a separate line item. Data from recent developments and land transactions in 
the local market have been combined with information from interviews with 
various housing developers to inform the construction cost assumptions used in 
this analysis. Total development costs are inclusive of construction costs (typical 
land costs plus “hard costs” for labor and materials plus “soft costs” for 
entitlement, design, financing, marketing, etc.) and the minimum developer profit. 
This total development cost thus represents the total unit value at or above which 
the developer would have financial incentive to construct this unit. Table 4 below 
summarizes the estimated costs per unit for each product prototype. Appendix B 
contains detailed tables and assumptions for these costs. 

Table 4 Construction Costs for Prototype Residential Products 

 

Item
Single Family 

Detached
Small Lot Single 
Family Detached

Multifamily Attached 
Condominium

Baseline Density
Multifamily Apartment 

Higher Density
Multifamily 

Tenure Ownership Ownership Ownership Rental Rental
Building Type Detached Detached Multifamily Multifamily Multifamily
Density (units/acre) 8 15 30 30 65
Unit Square Feet (gross) 2,200 1,600 1,500 1,200 1,200
Unit Square Feet (net) 2,200 1,600 1,200 950 950
Number of Bedrooms 4 3 2 2 2
Parking per Unit 2 2 1.5 1.5 1.5
Parking Type Attached Garage Attached Garage Podium Surface Podium
Vallejo Example 201 Rollingwood Dr 1765 Broadway 2118 Sacramento St

Source: City of Vallejo; Costar; EPS discussions with local active developers

Single Family 
Detached

Small Lot Single 
Family Detached

Multifamily 
Attached Condo

Baseline Density 
Multifamily 

Apartment

Higher Density 
Multifamily 

Apartment

Construction Costs $687,925 $544,800 $634,413 $500,313 $529,887
Development Costs 
(with 15% developer 
profit) $791,114 $626,520 $729,575 n/a n/a

Source: CoStar; Redfin, Economic & Planning Systems.
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Market Value Assumptions 
To understand how inclusionary requirements affect overall project value, EPS 
also estimated the current market value of units in Vallejo for each product type. 

Market-rate Rents 
For rental apartments, the metric used to determine feasibility is yield-on-cost, 
which is calculated as annual net operating income (NOI) divided by construction 
costs. Annual NOI is calculated as annual rent minus annual operating expenses, 
which are assumed at $10,000 per market-rate unit in this analysis. Current 
market-rate rents for recently constructed products are reported by CoStar to be 
$3.06 per square foot, which equates to $2,907 per month for a 2-bedroom, 950 
square-foot apartment. Assuming that the NOI must equal 5.5 percent of the 
total construction costs, the estimated NOI could support a construction cost of 
$452,436. 

Market-rate Sale Prices 
For the for-sale prototypes, the value of the unit is equal to the estimated sale 
price. The sale prices for each prototype are established based on market 
research and conversations with local developers. Current sales prices for newly 
constructed condominium units, estimated by Redfin, are reported to be 
$402,831 per typically sized two-bedroom unit; single family small lot units are 
valued at $576,000 per 3-bedroom unit, and new single family detached homes 
are selling for approximately $792,000 per 4-bedroom unit. Table 5 shows the 
market values used in the feasibility analysis for each product type. 

Table 5 City of Vallejo Residential Market Values 

 

Affordable Housing Values 
Inclusionary housing programs typically aim to supply housing affordable to the 
Very Low-, Low-, and Moderate-income categories. In general, Very Low-income 
households are defined as those earning up to 50 percent of AMI. Low-income 
households earn up to 80 percent AMI and Moderate-income households earn up 
to 120 percent of AMI, adjusted for household size.  

Single Family 
Detached

Small Lot Single 
Family Detached

Multifamily 
Attached Condo

Baseline Density 
Multifamily Apartment

Higher Density 
Multifamily Apartment

Market Value $792,000 $576,000 $402,831 $452,436 $452,436
Monthly Rent - - - $2,907 $2,907

Source: CoStar; Redfin, Economic & Planning Systems.

Sale Price Capitalized Market Value and Monthly Rent
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Based on the household income limit at each income level, as defined by the State 
for all jurisdictions in Solano County, EPS calculated the maximum spending 
towards housing costs affordable at each income level. The analysis assumes that 
households spend 30 percent of their gross annual income on total housing costs. 
For rental units, housing costs include rent and utilities. EPS estimates NOI per 
unit by subtracting operating expenses and utilities from housing payments, then 
calculates unit values based on the assumption that the NOI represents 5.5 
percent of the total unit value. 

For for-sale units, housing costs include mortgage and interest payments, 
insurance, property taxes, and Homeowners’ Association (HOA) dues. To 
calculate the maximum affordable sale price for these for-sale units, EPS 
estimated these housing costs and subtracted it from 30 percent of gross annual 
income to obtain the maximum income available for a mortgage payment. This 
mortgage payment was converted into an affordable home sale price assuming a 
5 percent down payment and a 30-year mortgage with a fixed interest rate of 5 
percent. 

Table 6 indicates the maximum annual incomes for County households associated 
with each income category for the assumed household size, as well as the 
supportable rental unit values and for-sale prices associated with each income 
category. 
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Table 6 Affordable Unit Values 

 

Equivalent In-Lieu Fee Calculation 
For an inclusionary program, the equivalent in-lieu fee is the level of fee that 
would be economically equivalent to the developer constructing the required 
affordable units on-site. At this fee level, there is no financial advantage to 
building inclusionary units versus paying in-lieu fees because both options 
represent the same level of subsidy that the developer has to provide. 

To calculate this, EPS subtracted the supportable unit values that each income 
level can afford (“Value” in Table 7) from the unit’s development cost (“Cost”) to 
get the subsidy or equivalent in-lieu fee per affordable unit. What this indicates, 
for example, is that a developer that provides a prototypical single-family home 
(of four bedrooms) in Vallejo that is priced affordable for a Low Income household 
(of five persons) would effectively be subsidizing that unit at a cost of $471,614. 

Item
Very Low

Income
Low

Income
Moderate

Income

Single Family Detached (For Sale)
Maximum Household Income1 $74,200 $118,700 $161,450
Supportable Home Price $156,500 $319,500 $476,100

Small Lot Single Family Detached (For Sale)
Maximum Household Income1 $68,700 $109,900 $149,500
Supportable Home Price $148,500 $312,500 $444,500

Multifamily Condominiums (For Sale)
Maximum Household Income1 $61,850 $98,950 $134,550
Supportable Home Price $131,900 $267,100 $398,300

Baseline Density Multifamily Apartments (Rental)
Maximum Household Income1 $61,850 $98,950 $134,550
Supportable Unit Value $131,000 $160,673 $421,082

Higher Density Multifamily Apartments (Rental)
Maximum Household Income1 $61,850 $98,950 $134,550
Supportable Unit Value $131,000 $333,364 $482,091

[1] Reflects 2025 HCD Income Limits for a three-person household for apartments and condominiums, a 
four-person household for small lot single-family homes, and a five-person household for single-family 
detached homes. 
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Alternatively, an in-lieu fee payment to the City of $471,614 for that unit would 
enable the developer to provide the unit as market-rate but still contribute an 
equivalent amount to the City’s affordable housing resources. 

Table 7 Subsidy per Affordable Unit 

 

Subsidy or Equivalent In-Lieu Fee 
per Affordable Unit

Very Low Income
(50% AMI)

Low Income
(80% AMI)

Moderate Income
(120% AMI)

Single Family Detached
Cost $791,114 $791,114 $791,114
Value $156,500 $319,500 $476,100
Subsidy Gap $634,614 $471,614 $315,014

Small Lot Single Family Detached
Cost $626,520 $626,520 $626,520
Value $148,500 $312,500 $444,500
Subsidy Gap $478,020 $314,020 $182,020

Mulitfamily Attached Condo
Cost $729,575 $729,575 $729,575
Value $131,900 $267,100 $398,300
Subsidy Gap $597,675 $462,475 $331,275

Baseline Density Multifamily Apartment
Cost $500,313 $500,313 $500,313
Value $131,000 $333,364 $482,091
Subsidy Gap $369,313 $166,950 $18,222

Higher Density Multifamily Apartment
Cost $529,887 $529,887 $529,887
Value $131,000 $333,364 $482,091
Subsidy Gap $398,887 $196,523 $47,796

Source: Economic & Planning Systems
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4.  Feasibility Analysis 

Market-rate Development Feasibility 
The first step in assessing feasible inclusionary housing requirements for Vallejo is 
to evaluate whether fully market-rate projects under defined product prototypes 
are financially feasible. EPS calculated the yield-on-cost or profit margin for each 
product prototype without inclusionary requirements, assuming the current 
market-rate prices and development costs described above in Table 4 and Table 
5. As shown in Table 8, only single-family detached homes appear to be 
marginally feasible under the current relationship of construction costs and 
market-rate sale prices. Other product types do not appear to reach their 
minimum return thresholds under present market conditions in Vallejo. 

Table 8 Development Feasibility for Vallejo Housing Prototypes 

 

Item Feasibility Threshold Results

Single Family Detached
Development Costs Per Unit $687,925
Average Sale Price $792,000
Profit $104,075
Profit Margin 15% 15.13%

Small Lot Single Family Detached
Development Costs Per Unit $544,800
Average Sale Price $576,000
Profit $31,200
Profit Margin 15% 5.73%

Multifamily Attached Condo
Development Costs Per Unit $634,413
Average Sale Price $402,831
Profit ($231,583)
Profit Margin 15% -36.50%

Baseline Density Multifamily Apartment
Development Costs Per Unit $500,313
Net Operating Income Per Unit $24,884
Yield on Cost 5.5% 4.97%

Higher Density Multifamily Apartment
Development Costs Per Unit $529,887
Net Operating Income Per Unit $24,884
Yield on Cost 5.5% 4.70%

Source: Economic & Planning Systems
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Single-family detached housing is only slightly feasible because the estimated 
average sale price of $792,000 represents a profit margin of 15.13 percent over 
development costs. Single-family small lot units do not reach the 15 percent 
threshold for feasibility. For condominiums, development costs exceed the sale 
value that could be received for the product type, so the profit margin is actually 
estimated to be negative. Rental apartments are challenged because rising 
construction costs and reduced market rents together demonstrate weak net 
operating income and therefore low yield-on-cost. 

Another perspective of evaluating this is to compare the costs with minimum 
developer profit or yield-on-cost included to determine whether market values 
are in excess of that. Figure 7 shows the prototypes comparing their development 
costs and profit with their sale price or capitalized value. Only single-family 
detached units have a sale price that exceeds the developer cost plus minimum 
profit level. 

Figure 7 Development Costs and Profit vs. Market Value of Vallejo Housing Prototypes 

 
Source: Economic & Planning Systems 
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It is important to note that this analysis only reflects an average prototypical 
project, and any specific project may have its own cost and revenue factors that 
may be impacted in part by its unit mix. There are many factors that can impact 
the financial feasibility of any particular development project. For example, if a 
project can acquire land at a lower price or provide less parking than what is 
represented in the above assumptions or identify lower-cost financing, the project 
economics may improve. Similarly, a developer may find that there is sufficient 
market demand to achieve rents or sale prices higher than those assumed in this 
analysis. 

Inclusionary Requirements in Other Jurisdictions 
Understanding how other local cities have adopted their inclusionary programs 
can help Vallejo select an inclusionary level or fees that keeps the housing market 
competitive with their peer jurisdictions. 

EPS evaluated the inclusionary requirements for all cities in Solano County, and 
select other jurisdictions in Alameda County and Contra Costa County. Currently, 
Benicia is the only city in Solano County with a requirement, although others like 
Fairfield or Vacaville have also recently considered it. Figure 8 shows several 
comparable cities’ inclusionary requirements for rental projects, which range from 
6 to 10 percent and primarily include Low Income and Moderate Income levels, 
although Concord also requires some Very Low Income units. Figure 9 presents 
the requirements for for-sale units in the same cities. The for-sale programs target 
only Low Income and Moderate Income levels with requirements between 10 and 
15 percent. For Very Low Income households, even with properties priced 
affordably, they are likely to face additional challenges towards homeownership 
such as securing mortgage financing or keeping up with maintenance costs and 
property taxes. 

A detailed table comparing requirements and fees is included in Appendix A. 
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Figure 8 Rental Inclusionary Requirements in Peer Cities 

 
*Oakland has affordable housing impact fee requirements and presents an on-site affordable housing option as 
alternative. 
Source: Economic & Planning Systems 

Figure 9 For-Sale Inclusionary Requirements in Peer Cities 

 
*Oakland has affordable housing impact fee requirements and presents an on-site affordable housing option as 
alternative. 
Source: Economic & Planning Systems 
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Equivalent In-Lieu Fees of Inclusionary Housing 
Options 
At the November 24, 2025 study session with City Council, EPS and City staff 
received direction to proceed with identifying requirements and fees of a modest 
inclusionary program. Based on research into how peer cities have set their 
program requirements, staff developed three options to explore for rental and 
ownership each, presented below in Table 9 and Table 10. From this, EPS 
calculated the equivalent in-lieu fees on each program option, using the subsidies 
per affordable unit previously calculated on Table 7. 

Of the options presented for rental projects, the total inclusionary requirement 
ranges from 4 to 6 percent. For a rental project, an in-lieu fee is equivalent to 
roughly $10,000 to $16,000 per market rate unit. For a for-sale product, the 
options vary by the total project size, with smaller projects below 100 units 
receiving a reduced requirement and lower in-lieu fees as a result.  

Table 9 Rental Inclusionary Program Options and Calculated In-Lieu Fees 

 

 

Product Type
Inclusionary

Option A
Inclusionary

Option B
Inclusionary

Option C

Inclusionary Requirement for Rental (20+ units)
Very Low Income 1% 2% 2%
Low Income 4% 2% 4%
Moderate Income 0% 0% 0%
Total 5% 4% 6%

In-Lieu Fee (Subsidy) for 100 Unit Project

Lower Density Multifamily Apartment - Total $1,037,112 $1,072,526 $1,406,425
per Affordable Unit $207,422 $268,132 $234,404
per Market Rate Unit $10,371 $10,725 $14,064
per Market Rate Square Foot $8.64 $8.94 $11.72

Higher Density Multifamily Apartment - Total $1,184,980 $1,190,820 $1,583,867
per Affordable Unit $236,996 $297,705 $263,978
per Market Rate Unit $11,850 $11,908 $15,839
per Market Rate Square Foot $9.87 $9.92 $13.20

Source: Economic & Planning Systems
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Table 10 For-Sale Inclusionary Program Options and Calculated In-Lieu Fees 

 

Product Type
Inclusionary

Option A
Inclusionary

Option B
Inclusionary

Option C

Inclusionary Requirement for For Sale (20 to 99 units)
Very Low Income 0% 0% 0%
Low Income 3% 4% 5%
Moderate Income 2% 3% 5%
Total 5% 7% 10%

In-Lieu Fee (Subsidy) for 50 Unit Project

Single Family Detached (20-99 units) $1,022,434 $1,415,748 $1,966,569
per Affordable Unit $408,974 $404,499 $393,314
per Market Rate Unit $20,449 $28,315 $39,331
per Market Rate Square Foot $9.29 $12.87 $17.88

Single Family Small Lot Detached (20-99 units) $653,050 $901,070 $1,240,100
per Affordable Unit $261,220 $257,449 $248,020
per Market Rate Unit $13,061 $18,021 $24,802
per Market Rate Square Foot $8.16 $11.26 $15.50

Multifamily Condominium (20-99 units) $1,024,988 $1,421,864 $1,984,377
per Affordable Unit $409,995 $406,247 $396,875
per Market Rate Unit $20,500 $28,437 $39,688
per Market Rate Square Foot $17.08 $23.70 $33.07

Inclusionary Requirement for For Sale (100+ units)
Very Low Income 0% 0% 0%
Low Income 5% 6% 7.5%
Moderate Income 3% 4% 7.5%
Total 8% 10% 15%

In-Lieu Fee (Subsidy) for 100 Unit Project

Single Family Detached (100+ units) $3,303,110 $4,089,738 $5,899,706
per Affordable Unit $412,889 $408,974 $393,314
per Market Rate Unit $33,031 $40,897 $58,997
per Market Rate Square Foot $15.01 $18.59 $26.82

Single Family Small Lot Detached (100+ units) $2,116,160 $2,612,200 $3,720,300
per Affordable Unit $264,520 $261,220 $248,020
per Market Rate Unit $21,162 $26,122 $37,203
per Market Rate Square Foot $13.23 $16.33 $23.25

Multifamily Condominium (100+ units) $3,306,203 $4,099,953 $5,953,130
per Affordable Unit $413,275 $409,995 $396,875
per Market Rate Unit $33,062 $41,000 $59,531
per Market Rate Square Foot $27.55 $34.17 $49.61

Source: Economics & Planning Systems, Inc.
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Alternatives to Compliance or Implementation 
The feasibility results suggest that under current market conditions, it may be 
challenging to implement any of the inclusionary options as mandatory 
requirements. However, there are alternatives to compliance or options for 
implementation that may be considered in response to housing production 
challenges in the market. The options discussed in this section have been included 
in various inclusionary policies in local jurisdictions and other locations across 
California. 

Most inclusionary zoning policies include some exemptions or alternatives to 
compliance that are typically written into the adopted ordinance. For example, 
certain situations or types of development, such as ADUs or reconstruction after 
natural disasters, are commonly exempted from inclusionary requirements. In 
addition to allowing the payment of in-lieu fees, the ordinance may identify other 
alternatives for complying with local regulations, such as off-site construction of 
affordable housing, offering affordable rental units within a for-sale development, 
or dedication of land for affordable housing. 

Jurisdictions can also adopt options relating to the implementation of the 
inclusionary policy. For example, phasing in requirements or fees over a period of 
time may allow developers time to prepare for upcoming changes. Setting market-
based triggers (e.g., aggregate number of units entitled) to initiate an inclusionary 
policy bases its implementation on unbiased data showing improved market 
conditions. Such triggers may mitigate concerns that an inclusionary policy would 
be too restrictive on current housing production. 

Cities may also reduce the in-lieu fee below the economically equivalent amount, 
which would incentivize payment of fees over providing inclusionary units but 
would generate affordable housing fund revenue for the City with which they 
may pursue a more flexible range of housing programs and projects. They may 
also vary requirements by geography within the City or by building type to 
encourage specific development areas or types.  

All of these options represent policy decisions made based on a number of 
factors, including current development pipeline, stakeholder feedback or public 
receptiveness, and the goals of other housing programs in the city. 
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Appendix A: Survey of Inclusionary Requirements in Select 
Jurisdictions 

Table A-1 Ownership Inclusionary Requirements as of January 2024 

 

  

County Jurisdiction Overall Inclusionary 
Requirement Income Targets Project Size Threshold

Last Ordinance 
Update

Solano County Vallejo
Solano County
Benicia1 10-15% 1/2 Moderate 

1/2 Low
10 units 2023

Dixon
Fairfield
Rio Vista
Suisun City
Vacaville

Contra Costa County Antioch
Concord2 15% 1/2 Moderate 

1/2 Low
5 units $20 per sq. ft. 2022

El Cerrito3 12% Moderate 9 units $24 per sq. ft. 2018
Martinez
Richmond4 10%

7%
Moderate; OR

Low
10 units $0-12 per sq. ft. 2020

Alameda County Oakland5 10%
10%

5%

Moderate; OR
Low; OR

Very Low

all $10,785-$31,006 per unit. 2016

Hayward6 12% 1/2 Moderate 
1/2 Low

2 units $19.22-$25.97 per sq. ft. 
habitable space

2023

[1] In Benicia, developments of less than 100 units have a requirement of 10% while developments of 100 units or more have a requirement of 15%.
[2] In Concord, the in-lieu fee option applies to Ownership projects 5 to 9 units; projects 10 units or greater must build. Fractional units pay $254,838 x fractional unit amount.
[3] El Cerrito only allows in-lieu fees to be paid on fractional inclusionary units below 0.5; must-build requirement applies otherwise.
[4] Fee varies by project size and geographic location within Richmond
[5] Oakland has affordable housing impact fee requirements and presents an on-site affordable housing option as alternative. Fee varies depending on the zone of construction and the housing type.
[6] Hayward has 7.5% Moderate requirement for condominiums greater than 35 DU/ac. Fee varies depending on housing type and density level.

In-Lieu Fee

no inclusionary requirement
no inclusionary requirement

calculated by formula

no inclusionary requirement
no inclusionary requirement
no inclusionary requirement
no inclusionary requirement
no inclusionary requirement
no inclusionary requirement

no inclusionary requirement
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Table A-2 Rental Inclusionary Requirements as of January 2024 

 

City
Overall Inclusionary 

Requirement Income Targets Project Size Threshold
Last Ordinance 

Update

Solano County Vallejo
Solano County
Benicia 10-15% 5% Moderate

5% Low
10 units 2023

Dixon
Fairfield
Rio Vista
Suisun City
Vacaville

Contra Costa County Antioch
Concord 6% 4% Moderate

1% Low
1% Very Low

5 units $15 per sq. ft. 2024

El Cerrito1 10% 5% Moderate
5% Low

10 units $19 per sq. ft. 2018

Martinez
Richmond2 10%

9%
Moderate; OR

Low
10 units $0-12 per sq. ft. 2020

Alameda County Oakland3 10%
10%

5%

Moderate; OR
Low; OR

Very Low

all $9,692-$27,684 per unit. 2016

Hayward 6% 1/2 Low
1/2 Very Low

$23.44 per sq. ft. 
habitable space

[1] El Cerrito only allows in-lieu fees to be paid on fractional inclusionary units below 0.5; must-build requirement applies otherwise.
[2] Fee varies by project size and geographic location within Richmond
[3] Oakland has affordable housing impact fee requirements and presents an on-site affordable housing option as alternative. Fee varies depending on the zone of construction and the housing type.

In-Lieu Fee

no inclusionary requirement
no inclusionary requirement
no inclusionary requirement

no inclusionary requirement

no inclusionary requirement
no inclusionary requirement

calculated by formula

no inclusionary requirement
no inclusionary requirement
no inclusionary requirement



Appendix B: Detailed Development Costs of 
Product Prototypes 

Table B-1 Development Costs for Single Family Detached 

 

  

Item Per Unit

Development Prototype
Tenure
Parcel Size 1 acre
Density 8 units/acre
Unit Size (gross) 2,200 sq.ft.
Unit Size (net) 2,200 sq.ft.
Number of Bedrooms 4 per unit
Parking 2 spaces per unit

Development Costs
Land Costs $1,200,000 per acre $150,000
Site Preparation $25 per sq.ft. of land $136,125

Subtotal, Land $286,125

Direct Construction Costs $120 per sq.ft. $264,000
Parking Costs $0 per space $0

Subtotal, Direct Costs $264,000

Development Impact Fees [1] $70,000 per unit $70,000
Planning and Building Fees $15,000 per unit $15,000
Indirect Costs [2] 20% of direct costs $52,800
Subtotal, Indirect Costs $137,800

% of direct costs 52%

Total Construction Costs $687,925
per square foot $313

Developer Profit Threshold 15% of total construction 
costs

$103,189

Total Development Costs $791,114
per square foot $360

Sources: Costar; Marshall & Swift; EPS discussions with local active developers

Ownership

Single Family Detached
Assumptions
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Table B-2 Development Costs for Single Family Small Lot Detached 

 

  

Item Per Unit

Development Prototype
Tenure
Parcel Size 1 acre
Density 15 units/acre
Unit Size (gross) 1,600 sq.ft.
Unit Size (net) 1,600 sq.ft.
Number of Bedrooms 3 per unit
Parking 2 spaces per unit

Development Costs
Land Costs $1,200,000 per acre $80,000
Site Preparation $25 per sq.ft. of land $72,600

Subtotal, Land $152,600

Direct Construction Costs $160 per sq.ft. $256,000
Parking Costs $0 per space $0

Subtotal, Direct Costs $256,000

Development Impact Fees [1] $70,000 per unit $70,000
Planning and Building Fees $15,000 per unit $15,000
Indirect Costs [2] 20% of direct costs $51,200
Subtotal, Indirect Costs $136,200

% of direct costs 53%

Total Construction Costs $544,800
per square foot $341

Developer Profit Threshold 15% of total construction 
costs

$81,720

Total Development Costs $626,520
per square foot $392

Sources: Costar; Marshall & Swift; EPS discussions with local active developers

Ownership

Small Lot Single Family Detached
Assumptions
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Table B-3 Development Costs for Multifamily Attached Condominium 

 

  

Item Per Unit

Development Prototype
Tenure
Parcel Size 1 acre
Density 30 units/acre
Unit Size (gross) 1,500 sq.ft.
Unit Size (net) 1,200 sq.ft.
Number of Bedrooms 2 per unit
Parking 1.5 spaces per unit

Development Costs
Land Costs $1,000,000 per acre $33,333
Site Preparation $15 per sq.ft. of land $21,780

Subtotal, Land $55,113

Direct Construction Costs $255 per sq.ft. $382,500
Parking Costs $33,500 per space, podium-style $50,250

Subtotal, Direct Costs $432,750

Development Impact Fees [1] $48,000 per unit $48,000
Planning and Building Fees $12,000 per unit $12,000
Indirect Costs [2] 20% of direct costs $86,550
Subtotal, Indirect Costs $146,550

% of direct costs 34%

Total Construction Costs $634,413
per square foot $423

Developer Profit Threshold 15% of total construction costs $95,162

Total Development Costs $729,575
per square foot $486

Sources: Costar; Marshall & Swift; EPS discussions with local active developers

Ownership

Multifamily Attached Condo
Assumptions
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Table B-4 Development Costs for Baseline Density Multifamily Apartment 

 

  

Item Per Unit

Development Prototype
Tenure
Parcel Size 1 acre
Density 30 units/acre
Unit Size (gross) 1,200 sq.ft.
Unit Size (net) 950 sq.ft.
Number of Bedrooms 2 per unit
Parking 1.5 spaces per unit

Development Costs
Land Costs $1,000,000 per acre $33,333
Site Preparation $15 per sq.ft. of land $21,780

Subtotal, Land $55,113

Direct Construction Costs $255 per sq.ft. $306,000
Parking Costs $10,000 per space, surface parking $15,000

Subtotal, Direct Costs $321,000

Development Impact Fees [1] $48,000 per unit $48,000
Planning and Building Fees $12,000 per unit $12,000
Indirect Costs [2] 20% of direct costs $64,200
Subtotal, Indirect Costs $124,200

% of direct costs 39%

Total Construction Costs $500,313
per square foot $417

Sources: Costar; Marshall & Swift; EPS discussions with local active developers

Rental

Baseline Density Multifamily Apartment
Assumptions
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Table B-5 Development Costs for Higher Density Multifamily Apartment 

 

Item Per Unit

Development Prototype
Tenure
Parcel Size 1 acre
Density 65 units/acre
Unit Size (gross) 1,200 sq.ft.
Unit Size (net) 950 sq.ft.
Number of Bedrooms 2 per unit
Parking 1.5 spaces per unit

Development Costs
Land Costs $1,000,000 per acre $15,385
Site Preparation $15 per sq.ft. of land $10,052

Subtotal, Land $25,437

Direct Construction Costs $275 per sq.ft. $330,000
Parking Costs $33,500 per space, podium-style $50,250

Subtotal, Direct Costs $380,250

Development Impact Fees [1] $48,000 per unit $48,000
Planning and Building Fees $12,000 per unit $12,000
Indirect Costs [2] 20% of direct costs $64,200
Subtotal, Indirect Costs $124,200

% of direct costs 33%

Total Construction Costs $529,887
per square foot $442

Sources: Costar; Marshall & Swift; EPS discussions with local active developers

Higher Density Multifamily Apartment
Assumptions

Rental
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