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EUGENE CITY COUNCIL
AGENDA ITEM SUMMARY

Work Session: Housing Tools and Strategies

Meeting Date: May 30, 2018 Agenda Item Number: 2
Department: Planning and Development Staff Contact: Anne Fifield
WWWw.eugene-or.gov Contact Telephone Number: 541-682-5451
ISSUE STATEMENT

Housing affordability and availability is a long-standing and growing problem in Eugene. City
Council has had multiple work sessions devoted to the topic and expressed interest in identifying
actions to address affordability that has resulted in a number of staff-led initiatives currently
underway. However, there is a lack of a comprehensive, coordinated approach that considers the
spectrum of tools and strategies available to promote more affordable housing and their relative
effectiveness at addressing the problem. Staff will be presenting a proposal to develop a work
product that will evaluate the tools and strategies available to the City to address housing
affordability and availability for all income levels and engage the community in the conversation.

BACKGROUND

The community and council have clearly stated in a variety of public engagement processes and
policy documents that an adequate supply of housing is a high-priority goal. One of the seven
Envision Eugene Pillars is:

Provide housing affordable to all income levels.

The City has many programs and tools that aim to increase the supply of housing across the
income spectrum. The problem, however, continues to grow. Attachment A graphically shows the
gaps in supply of available housing in Eugene for households across the income spectrum.

The City has policies and programs that use federal funds and local incentives to develop and
maintain affordable housing for low-income persons, and the City has policies and programs that
affect the cost and supply of market-rate housing. Attachment B provides an annotated list of the
existing policies, plans, programs and projects that focus on housing.

Since the start of 2018, council has had multiple work sessions that focused on housing supply
issues:

e January 22: Senate Bill 1051, which requires that secondary dwelling units be allowed in
areas zoned for detached single-family dwellings.

e February 26: Housing Affordability and Missing Middle

e April 9: Construction Excise Tax
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e May 16 and May 23: Senate Bill 1051

In the council retreats in January, council identified housing as a priority focus area.

At the February 26, 2018, work session on “housing affordability and missing middle housing,”
council provided direction to “return with ideas for potential actions to further housing
affordability with an emphasis on actions that will help preserve existing moderately priced
housing stock and expand opportunities to create more such housing stock for both renters and
homeowners.”

On April 9, 2018, in response to previous direction staff presented options to City Council to
implement a Construction Excise Tax. In its discussion, council asked for more analysis of the
impact a CET would have on the cost of new construction and housing affordability across the
income spectrum and reiterated a desire for information that would give them a better
understanding of other tools the City can implement to affect housing affordability. Council
provided direction to “bring back to council for consideration a recommended process and the
necessary funding to allow staff to identify existing barriers to housing affordability, availability,
and diversity of type within the City of Eugene, the process to be completed within six months
from council’s approval of the process and the funding.”

In addition to City Council work sessions, at least two related community discussions have been
held. One at the University of Oregon led by the “Better Housing Together” coalition, and one at
the downtown Lane Community College building led by AARP (formerly the American Association
of Retired Persons). The common tie of all these conversations and council directives is a desire to
take meaningful action on housing supply and affordability.

PROPOSED PROCESS
In all of these different work sessions, City Council has asked for information that provides actions
that leads to specific outcomes:

e Reduce the cost to build diverse housing types at various levels of affordability;
e Establish a local funding source for affordable housing; and
e Support the Envision Eugene pillars.

Given that there are many overlapping initiatives and proposals that address housing issues, staff
have identified a process that ties them together and informs council and the community about
the impact of different tools and strategies. The goal is to provide council with an objective, fact-
based work product that is informed by stakeholder perspectives and guides future policy
decisions to achieve the above outcomes

Attachment C describes the recommended process to address housing issues and provides a
breakdown of the cost estimate. The process includes four basic elements:

e Identify housing issues through stakeholder engagement;
» Identify potential tools, strategies and actions;
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e Evaluate potential tools, strategies and actions; and
e Direction from council.

Public engagement will be a critical component of this process. This engagement will ensure
stakeholders perspectives are heard and used to evaluate the viability and impact of different
tools and strategies.

RELATED CITY POLICIES

There are multiple City plans and policies related to housing. Attachment B provides a brief summary
of policies, plans, and ongoing projects that address Eugene’s housing supply. The primary policy
documents are briefly summarized below.

Eugene-Springfield 2015 Consolidated Plan

The Consolidated Plan provides an assessment of local housing, homelessness and community
development needs, identifies priority needs for use of funds received from HUD, and presents
strategies to address the priority needs. The Consolidated Plan adopted by Eugene City Council in
2015 identifies low-income renters as a priority population and includes five specific strategies
for expanding affordable housing options and access for people with limited incomes.

Envision Eugene Community Vision

The seven pillars, or community values, include Provide housing affordable to all income levels.
Housing strategies in the 2012 recommendation include planning for a higher proportion of multi-
family housing in the future, expanding housing variety and choice, assessing the applicability of a
housing and transportation affordability index, supporting subsidized affordable housing projects,
and continuing existing programs that support preservation and rehabilitation of existing housing
stock.

Urban Growth Boundary Adoption Package

Eugene’s Housing Needs Analysis identifies a need for all housing types and price levels to meet the
community’s 20-year needs. In order to fit all of the community’s needed housing inside the
existing UGB, council directed staff to continue existing incentive programs for higher density
housing downtown, and increase the minimum density requirement in the R-2 medium density
residential zone. Council direction also launched the Clear and Objective standards update, Urban
Reserves planning, and a Growth Monitoring program.

COUNCIL OPTIONS
Council options are:
1. Direct the City Manager to identify tools and strategies that achieve these outcomes:
» reduce the cost to build diverse housing types at various levels of affordability;
e establish a local funding source for affordable housing; and
e support the Envision Eugene pillars
in a process described in Attachment C and to bring back budget authorization for council
consideration.
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2. Amend the process outlined in Attachment C and direct the City Manager to bring back
budget authorization for council consideration.
3. Take no action at this time.

CITY MANAGER’S RECOMMENDATION
Option 1: Direct the City Manager to identify tools and strategies that:
» reduce the cost to build diverse housing types at various levels of affordability;
e establish a local funding source for affordable housing; and
e support the Envision Eugene pillars
in a process described in Attachment C and to bring back budget authorization for council
consideration.

SUGGESTED MOTION
Move to direct the City Manager to identify tools and strategies that:
» reduce the cost to build diverse housing types at various levels of affordability;
= establish a local funding source for affordable housing; and
e support the Envision Eugene pillars
in a process described in Attachment C and to bring back budget authorization for council
consideration.

ATTACHMENTS

A. Housing Affordability in Eugene

B. Housing Policy and Program Framework

C. Housing Tools and Strategies-Proposed Process

FOR MORE INFORMATION

Staff Contact: Anne Fifield, Community Development Division
Telephone: 541-682-5451

Staff E-Mail: anne.e.fifield@ci.eugene.or.us
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DEFICIT | SURPLUS

HOUSING AFFORDABILITY IN

Who are we talking about?

EUGENE

Median Household Income***

| | A F
Retiree on Full-time Minimum Janitor Preschool Retail Sales Medical Office Two Full-time Minimum Carpenter  Elementary Computer
Social Security Wage Employee $26,000 Teacher Person Secretary Wage Employees $50,000 School Teacher Programmer
$18,000 $21,000 $28,000 $31,000 $36,000 : $42,000 $59,000 $67,000
o o o o . ° o ° o ¢
Annual Household Income Annual Household Income Annual Household Income Annual Household Income
$0 - $24,999 $25,000 - $34,999 $35,000 - $49,999 $50,000 - $74,999

32% 10% 14%

of Eugenians of Eugenians of Eugenians

have a household income have a household income have a household income
under $24,999 between $25,000 and $34,999 between $35,000 and $49,999

What can people afford?

average rental.

17%

of Eugenians
have a household income

between $50,000 and $74,999

buy a median home with 5% down

O of Eugene households can't
O afford the cost of an 0 of Eugene households can’t afford to
Over O

. Approx.

without being cost burdened.

=gl ]
Attachment A 5

, .
a. G
Registered Elementary School Two '"‘;_Im::ie Pediatrician
Nurse Principal Househo $215,000
$84,000 $93,000 Mail Carrier Police Officer
. $49,500 -$69,000
* e ) .

Annual Household Income Annual Household Income

$75,000-$99,999 $100,000+

10%

17%

of Eugenians
have a household income over

of Eugenians
have a household income
between $75,000 and $99,999

$100,000

Affordable Monthly Housing Costs Affordable Monthly Housing Costs Affordable Monthly Housing Costs Affordable Monthly Housing Costs Affordable Monthly Housing Costs Affordable Monthly Housing Costs
up to $625 up to $875 up to $1250 up to $1875 up to $2450 $2500 and up
® ® @ @ @
A household with a $25,000 income can A household with a $35,000 income can A household with a $50,000 income can A household with a $75,000 income can A household with a $100,000 income can
afford to buy a house that costs afford to buy a house that costs afford to buy a house that costs afford to buy a house that costs afford to buy a house that costs
$112,000* $157,000* $225,000* $337,000* $450,000*

What kind of housing is available?

Median Rent for a
2 Bedroom Apartment

$890
vV

$625 to $875 per month

$625 per month

or less + 3,700
(-13,500)

What is “cost burdened”?

A household is considered housing cost
burdened when 30 percent or more of its
monthly gross income is dedicated to housing.
People whose housing costs exceed this
threshold of affordability are likely to struggle
to pay for other basic needs, forcing difficult
trade-offs.

(0]
A) 61% of
renters 28% of home

owners.

Mean
Home Price

$284,000%%
NV

$1250 to $1875 per month

$2450 per month or more

$1875 to $2450 per month

+ 1,000 + 5,700

(-1,700)

Housing Costs Have
Outpaced Income Growth

1~ 7 3 %
Cost to own
148
Cost to rent
428%
Household Income

The cost to own or rent a home has
increased at a much faster rate than

income growth.
(Data from 1999 - 2015)

Based on data from the 2011-2015 American Community Survey 5-Year Estimates, unless otherwise noted.
* Based on 5% down, 30-year fixed mortgage at 4.5%, monthly payment inclusive of estimated taxes and insurance.
** Mean home price in 2016 in Eugene, provided by Regional Multiple Listing Service, Portland, OR.

*** See additional median income Information at right.

*%*

, HUD Income Limits to
Median House-

Qualify for Affordable Housing

hold Income of

Renters 2017 Eugene/Springfield
$22 000 Household Size 60% AMI

. 1 person $24,780 or less

2 person $28,320 or less

D [ (EEE- 3 person $31,860 or less
hold Income of
Homeowners 4 person $35,400 or less
$70'000 5 person $38,280 or less

Housing Affodability Infographic available online:
www.eugene-or.gov/3652/Missing-Middle-Handbook

Revised Sept. 25, 2017
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Attachment B

Housing Policy and
Program Framework

Plans and Policies

Oregon communities must plan for housing at all income levels under statewide
planning goal 10, housing. The following three documents are the primary policy
documents that guide Eugene’s land use decisions.

Eugene-Springfield Metropolitan Area General Plan (Metro Plan), 2004.
The existing Metro Plan contains housing related policies that satisfy the
requirements of statewide planning goal 10. These policies will be replaced
by Envision Eugene Comprehensive Plan policies once they are adopted by
the Council and acknowledged by the state. The Metro Plan also contains the
Land Use Diagram which shows the future intended land use for all land in
the Plan boundary.

Envision Eugene Recommendation, 2012. The seven pillars, or community
values, include Provide housing affordable to all income levels. The Envision
Eugene Recommendation also contains a set of strategies and actions to
implement the pillars through ongoing plans, policies, programs, and
projects.

Envision Eugene Comprehensive Plan, 2017. The Comprehensive Plan
addresses the future of Eugene through goals and regulatory policies
regarding land use, including the Urban Growth Boundary. Attached to the
adopted plan is a Residential Lands Study, which includes a Housing Needs
Analysis and Buildable Lands Inventory establishing the adequacy of the
urban growth boundary for housing needs through 2032. A housing policy
chapter is under development beginning in summer 2018.

The City of Eugene regulates land use and provides plan review and inspection services
for building construction. The following documents are primary documents that guide
the City’s implementation of local and state laws.

Zoning Map. All land in Eugene has been zoned to provide areas suitable for
certain types of development, including residential, commercial,
employment/industrial, public land, and mixed use. The Zoning Map
implements the Metro Plan Land Use Diagram.

Land Use Code. Eugene's land use code regulates how property may be used
or developed and is an expression of our community's values around
economic development, housing affordability and choice, natural resource
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protection, compact urban development, transportation options, climate
change and energy resiliency, neighborhood livability, and adaptable
implementation. The Land Use Code is Chapter 9 of the Eugene City Code.

Oregon State Building Code. A set of rules that specify the standards for
constructed buildings to protect public health, safety and general welfare as
they relate to building structures.

Rental Housing Code. This code creates minimum standards for habitability
of rental properties and establishes a process to help renters and owners
resolve concerns.

Eugene receives federal Community Development Block Grant (CDBG) and HOME
Investment Partnership Program funds as an entitlement jurisdiction. All HOME funds
and a portion of CDBG funds support affordable housing programs to assist low and
very low income households in our community. The following documents are the policy
documents that guide the City’s use of federal resources for housing.

Eugene-Springfield Consolidated Plan 2015-2019. An assessment of local
housing, homelessness, and community development needs. The
Consolidated Plan identifies priority needs for funds received from the U.S.
Department of Housing and Urban Development (HUD) and presents
strategies to address those priority needs. HUD requires local jurisdictions to
submit a formally adopted five-year Consolidated Plan.

Eugene-Springfield Action Plan Each year, the City must adopt a one-year
Action Plan to allocate CDBG and HOME funds to specific programs to
advance the goals identified in the Consolidated Plan. City Council approves
the Action Plan.

Programs and Projects

The City of Eugene implements the vision from Envision Eugene and other policy
documents in multiple land-use programs and projects.

Urban Reserves. Eugene is continually growing and changing, and preparing
for this growth and change over the longer term will include the deep
involvement of our community and a new level of collaboration with our
County partners. Because our future population growth is uncertain and our
best predictions are likely to be wrong, we need to be prepared with a plan to
grow new neighborhoods in the best places and in the ways that best align
with our community values. Work is underway and a proposal is due to
Council in January 2020.

Housing Policy & Program Framework 2 Attachment B



Attachment B

Growth Monitoring. One of the pillars of Envision Eugene, Pillar 7 -
“Provide for adaptable, flexible and collaborative implementation,”
specifically calls for a monitoring system to collect and track key information.
Pillar 7 acknowledges that while Eugene’s new comprehensive plan is based
on well-founded assumptions about what will happen in the future, not all of
the assumptions will be correct and we need to be flexible enough to address
changing conditions and needs. Work is underway with the first report due
to Council in January 2021.

River Road/Santa Clara Neighborhood Plan. The River Road and Santa
Clara Community Organizations, in collaboration with neighbors, businesses,
the City of Eugene and Lane County, are creating a vision that will guide
decision-making in River Road and Santa Clara for decades to come. The
Neighborhood Plan will be adopted by both the City and the County, and
identify implementation actions for topics such as land use (including
housing), transportation, economic development, and parks and natural
areas. Work is ongoing and expected to be complete in 2019.

Clear and Objective Housing Approval Criteria Update. Statewide
planning goal 10 requires a clear and objective path to project approval for
needed housing projects. Eugene’s clear and objective approval criteria were
adopted in 2001 and are perceived by some as barriers to providing the
housing our community needs, and others believe they do not do enough to
address our community’s values regarding livability, public health and safety,
and natural resource protection. This initiative will focus on the land use
application approval criteria. An update is underway with a proposal with
recommended changes due to Council in January 2019.

Secondary Dwelling Units (SB1051). Council has considered action
intended to address the legal requirements of Senate Bill 1051. Staff have
proposed a Phase 2 process to identify what, if any, changes may be needed
to Eugene’s current development standards for secondary dwellings.

The City of Eugene implements the following programs and projects to achieve the
goals set forth in the Consolidated Plan.

Affordable Housing Development. Housing Development programs
includes funding for acquisitions, new development construction,
rehabilitation, and project-related soft costs incurred by the jurisdictions.
Eugene awards funds in this category through an annual Housing RFP.
Subsidies for development include land, federal HOME funds, system
development charge waivers, and property tax exemptions. Regulatory
incentives include density bonuses and reduction of parking requirements.
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Projects receiving funds include small developments for special need
populations as well as medium-sized affordable housing development.
Housing Rehabilitation Fund (HRF). A revolving loan fund created with
CDBG funds. The HRF generates program income which is made available for
low-interest loans for rehabilitation of rental and homeownership units for
low-income persons. This is a critical resource for maintain the existing
housing units available to low-income persons.

Emergency Home Repair. The program offers emergency repair grants and
loans of up to $5,000 to very low-income homeowners for critical repairs and
accessibility features. Grants are available for accessibility improvements for
rental units occupied by very low-income tenants with disabilities. About 30
repair projects are completed each year.

Capital Grants for Human Service Facilities. This program provides grants
for acquisition or rehabilitation of facilities that house services for low-
income and homeless persons as well as emergency and transitional housing
for people who are homeless or at risk of homelessness.

Temporary Residences for Persons Experiencing Homelessness. In
addition, the City of Eugene supports programs for homeless persons to find
safe spaces for temporary occupancy through the Homeless Car Camping
Program, Opportunity Village, and Rest Stops.

Condominium and Manufactured Home Park Conversions. The City of
Eugene regulates the conversion of rental units to condominiums and the
closure of manufactured home parks in order to provide appropriate
supports for the tenants residing in such properties.

Rental Housing Code. This code creates minimum standards for habitability
of rental properties and establishes a process to help renters and owners
resolve concerns.

The City of Eugene offers the following other programs and projects that affect
housing.

Multi-Unit Property Tax Exemption (MUPTE). A 10-year tax exemption
available to new market-rate housing developments of five or more units in
the downtown area. The City ordinance requires increased energy efficiency,
higher quality design standards, expanded neighborhood involvement, and
an extensive community review process.

Homeless Services System Analysis and Shelter Study. The City of Eugene
and Lane County recently contracted with the non-profit Technical
Assistance Collaborative (TAC) to conduct a homeless services system
analysis and shelter study for our community. TAC will submit a final report
by the end of the calendar year 2018.

System Development Charges (SDCs). The City imposes one-time fees on
new development to recover the cost of capacity needed to serve new
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customers. The fees can be used to fund the costs of capital projects only (not
operations). Eugene imposes SDCs for wastewater, stormwater, parks, and
transportation. EWEB imposes a water SDC. Eugene is updating its
Transportation SDC in 2018 and the proposed methodology includes an
incentive (reduced charge) for development along key corridors and
downtown and for secondary dwelling units. These incentives were directed
by Council as part of the 2012 Envision Eugene recommendations.
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Housing Tools and Strategies Process

This document summarizes the recommended process that will lead to an analysis
of the existing barriers to housing affordability, availability, and diversity of type.
The Housing Tools and Strategies process will lead to a final work product that
summarizes the key issues that have restricted housing supply and its affordability,
what types of actions the City can take, and how effective those tools are likely to be
in Eugene.

The City will contract with two separate consultants: one that is familiar with
housing economics and the different policies and programs that have been applied
in other communities and how those policies and programs impact affordability,
availability, and diversity; and a facilitator to engage with local stakeholders.

Page 5 of this Attachment provides a graphic representation of the timeline to
complete the process.

The process includes four basic elements:

Identify housing issues through stakeholder engagement;
Identify potential tools, strategies, and actions;

Evaluate potential tools, strategies, and actions; and
Direction from Council.

Public engagement will be an integral part of the process, working closely with
various stakeholders in the community to ensure we hear their perspectives and
incorporate them into the evaluation of potential actions.

1. Identify Housing Issues through stakeholder engagement

This element will provide the foundation for the Housing Tools and Strategies
process. It will identify the primary issues that are affecting the affordability,
availability and diversity of housing across the income spectrum and identify local
barriers that are limiting the supply of diverse housing types through stakeholder
engagement. Stakeholder groups include, but are not limited to:

Housing Policy Board;

Better Housing Together;

Home Builders Association;

Multi-family housing developers;

Renters and homeowners;

Eugene Area Chamber of Commerce (employers); and
Neighborhood groups.

The City will work with an outside facilitator to engage with community
stakeholders. The facilitator will elicit stakeholders’ past experience, concerns, and
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their expertise to describe the issues that are negatively affecting the affordability of
housing, and concerns about livability and quality of life for current residents. This
engagement will inform the evaluation of the political viability of different tools.

The results will be summarized and used as a basis to identify potential tools and
strategies to address the issue and examined as criteria for evaluating possible
solutions.

2. ldentify Potential Tools, Strategies, and Actions

The second element will lead to a robust inventory of tools, strategies, and actions
the City could take to address barriers to housing affordability, availability, and
diversity. The actions will be based on those identified by local stakeholders as well
as best practices from other communities.

Actions may include financial or facilitative incentives, land use code changes,
programs, or other ideas. The focus will be on actions the City can take; all creative
solutions will be considered.

3. Evaluate Potential Tools, Strategies, and Actions

The evaluation is intended to help Council prioritize potential actions, and provide a
range of information and potential impacts to consider. A list of potential tools and
strategies, including an evaluation of each against a set of criteria, will be the final
product of this effort. The criteria will include, but not be limited to:

Fiscal impact to the City;

Target income group;

Potential impact on housing affordability and diversity;

Advancement of City plans and policies (e.g., Envision Eugene and Climate
Recovery Ordinance);

Legal complexity; and

Affected interests, both positive and negative.

4. Direction

Staff will provide a completed analysis to Council at the end of the six-month period
that summarizes the problem, identifies tools and strategies, evaluates their
potential impacts and includes community/stakeholder concerns. The results are
intended to be a resource to inform future policy direction on housing affordability,
availability and diversity.

Coordination with ongoing initiatives

The Housing Tools and Strategies process overlaps with and complements other
local and statewide initiatives already underway and will be coordinated with these
efforts. These initiatives are all being implemented within the framework of the
documents listed in Attachment B of this AIS.
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Clear and Objective standards

State law requires that all standards that apply to housing are clear and objective.
Our existing approval criteria are perceived by some as barriers to providing the
housing our community needs, and others believe they do not do enough to address
our community’s values regarding livability, public health and safety, and natural
resource protection. This initiative will focus on the land use application approval
criteria.

Our target is to request City Council action on a proposal for updated approval
criteria in January 2019 (one year from UGB acknowledgement by the State).

Secondary dwelling units (SDUs)

Council has considered action intended to address the legal requirements of Senate
Bill 1051. Staff have proposed a Phase 2 process to identify what, if any, changes
may be needed to Eugene’s current development standards for secondary dwellings.
This Phase 2 work relates closely to Council direction on housing barriers. Staff
anticipate the process to address tools and strategies to overcome housing barriers
will also address secondary dwelling requirements.

Cost

In 2018, the Oregon Legislature allocated funds to DLCD for housing planning
technical assistance. The agency is offering technical assistance in four areas:

Housing needs analyses;

Code audits;

Code updates; and

Housing strategies implementation plans.

From this menu, City of Eugene staff have determined that a DLCD grant that funds a
code audit would be an effective use of the City’s and the state’s resources and
contribute to desired outcomes of the Housing Tools and Strategies process. The
audit would provide Eugene a thorough review from an outside expert of our land
use code, identifying the code’s elements that may be limiting the ability to
construct diverse and affordable housing types across the City.

Grant applications are due to DLCD in early June 2018 and the agency expects to
award grants to cities by the end of June. If Eugene receives a grant award, the
project will be completed by June 2019. The 12-month timeline has been
established by DLCD and conforms to their procurement policies and available
resources.
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Estimated cost of the Housing Tools and Strategies process:

Item Cost
Facilitation of stakeholder engagement $40,000
Evaluation of tools and strategies $60,000
Code audit* $100,000
Total $200,000

Attachment C

*Staff are preparing a grant application for DLCD to fund the Code audit. If the grant

application is successful, DLCD will fund that portion of the process.

Schedule

The following graphic shows the estimated schedule to complete the evaluation of

housing tools and strategies.

Housing Tools and Strategies Process
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Housing Barriers-Proposed Evaluation Process Timeline

Month
1 2 3 4 5 6
Final
ident
an:"" Identify Issues vm"zl Evaluate Potential Actions ":’:"
ractor Actions o

Facilitation of Public Engagement
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