
STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: January 8, 2019

AGENDA TITLE: Introduction of a Zoning Ordinance Amendment to 
Add Sausalito Municipal Code Section 10.40.140, 
Establishing Regulations for Inclusionary Housing. 
ZOA 2018-00370

LEAD DEPARTMENT: Community Development Department

RECOMMENDED MOTION:
1. Introduce and read by title only a Zoning Ordinance Amendment to add a new 

Sausalito Municipal Code (SMC) Section 10.40.140, establishing regulations for 
Inclusionary Housing (Attachment 1)

2. Direct staff to return on January 22, 2019 for second reading
3. Authorize a summary of the Ordinance to be published five days in advance of 

the second reading and 15 days after its adoption

SUMMARY
Inclusionary housing regulations require market rate housing developments to include a 
certain percentage of affordable units in their development. The City of Sausalito does 
not currently have any inclusionary housing requirements, however, Program 18 of the 
Housing Element directs the City to develop and adopt inclusionary housing regulations 
structured to help offset the cost of providing affordable units as appropriate. The 
proposed Zoning Ordinance Amendment will add a new Sausalito Municipal Code 
(SMC) Section 10.40.140 and establish regulations for Inclusionary Housing. 

BACKGROUND
In 2018 Mayor Cox formed a Blue Ribbon Committee with membership of Mayor Joan 
Cox, Councilmember Susan Cleveland Knowles, local architect Michael Rex, 
Sustainability Commissioner Melissa Blaustein, and resident Andrew Sullivan. The Blue 
Ribbon Committee asked for the topic of Inclusionary Housing to be brought forward 
and item was considered by the Legislative Committee on October 2, 2018. The 
Committee directed staff to explore creating an Inclusionary Housing Ordinance 
modeled off of Mill Valley’s recently adopted ordinance. 



Mill Valley’s ordinance includes requirements for housing developers to include a 
specified percentage of low and/or moderate income housing in new/replacement 
residential developments and requires residential development projects which meet or 
exceed certain construction valuation thresholds to pay a fee to an affordable housing 
trust fund in order to contribute proportionately to the development of affordable units. 
Development and analysis of this type of fee requires an inclusionary housing nexus 
study to analyze the impact of market rate development on the need for affordable 
housing. The Sausalito City Council discussed Inclusionary Housing at their October 30, 
20181 meeting and directed Staff to initiate a RFP process to find a vendor for an 
Inclusionary Housing nexus study and send the Inclusionary Housing item to the 
Finance Committee for discussion.

At the December 11, 20182 City Council meeting, staff provided a report to the City 
Council that outlined an option to phase the implementation of Inclusionary Housing 
policies in two phases. The first phase would be to adopt an ordinance that would require 
new residential developments of a certain size to include a specified percentage of 
affordable income housing, which would not require a nexus study. The second phase 
would require residential development projects which meet or exceed a certain 
construction valuation threshold to pay a nexus fee to an affordable housing trust fund. 
This second phase would require a nexus study to be completed for the impact fee 
component of phase two. At the December 11, 2018 meeting the City Council directed 
staff to proceed with the first phase of Inclusionary Housing policy implementation by 
initiating a Zoning Ordinance Amendment.  

The Planning Commission conducted a public hearing on the proposed Inclusionary 
Housing regulations on December 19, 20183, and adopted a resolution recommending 
City Council adoption of Zoning Code Amendments regarding Inclusionary Housing, and 
text of proposed Zoning Code Amendments. 

DISCUSSION/ANALYSIS 
What is Inclusionary Housing?
Inclusionary housing regulations allow cities to require market rate housing 
developments to include a certain percentage of affordable units. These regulations can 
vary across jurisdictions, with different cities requiring different percentages of 
affordable units, different levels of affordability, the inclusion of ownership units and/or 
rental units, and the inclusion of new and/or replacement units. 

Existing Sausalito Zoning Ordinance Regulations to Provide Affordable Housing

                                                
1 Item 6C on the October 30, 2018 Council agenda here: https://www.sausalito.gov/city-government/city-
council/meetings-agendas
2 Item 4I on the December 11, 2018 Council agenda here: https://www.sausalito.gov/city-government/city-
council/meetings-agendas
3 Item 6C on the December 19, 2018 Planning Commission agenda here: https://www.sausalito.gov/city-
government/boards-and-commissions/planning-commission/meetings-and-agendas



Staff has identified the following existing provisions of the Zoning Ordinance as 
requiring or encouraging the provision of affordable housing:

 Accessory Dwelling Unit Regulations (SMC Section 10.44.080). These 
regulations allow for the development of smaller units which are accessory to a 
primary unit. These units, due to their small size, tend to be affordable. The 
Accessory Dwelling Unit Regulations also require units to be deed restricted to 
be affordable if the unit proposes (1) an exception to parking requirements or (2) 
to be larger in size than the maximum size allowed for such units. The 
affordability restrictions offered are for the unit to be deed restricted for very low 
income households for 10 years or low income households for 15 years. See 
Attachment 3 for SMC Section 10.44.080 with the affordability component 
highlighted.

 Condominium Conversions (SMC Chapter 10.66). This chapter regulates the 
conversion of any existing or approved development project to a condominium, 
community apartment project or stock cooperative project. For projects which 
have five or more units the regulations require 15% of the units, and not less than 
one, to be provided as affordable units for low/moderate income households with 
resale controls to assure permanent affordability. See Attachment 4 for SMC 
Chapter 10.66 with the affordability component highlighted.

 Density Bonus Regulations (SMC Section 10.40.130). These regulations 
provide a process to grant affordable housing density bonuses for housing 
developments, in an effort to incentivize the construction of affordable units within 
new developments in the City. Density bonuses could be considered if the project 
dedicates at least 5% of the units to very low income households, 10% of the 
units to very low income and/or low income households, 10% of the units to 
moderate income households and are developed as for-sale common interest 
developments or for projects where at least 35 units are dedicated and available 
exclusively to persons aged 55 and older. See Attachment 5 for SMC Section 
10.40.130 with the affordability component highlighted.

 Vertical Mixed Use (VMU) Regulations (SMC Section 10.44.190). These 
regulations require that residential use only is permitted on all levels above the 
street level in the Central Commercial (CC), Commercial Residential (CR) and 
Neighborhood Commercial (CN-1) Zoning Districts, with some exceptions, and 
that as a part of any residential project a minimum of one unit must be provided 
as affordable to lower income households, with developments of one to five units 
providing a minimum of one affordable unit and developments with six or more 
units requiring at least 20 percent of the units as affordable, all for a period of 40 
years. Units which are made as available as rentals are required to be provided 
to low income households at an affordable rent and units which are made as 
available as ownership units are required to be sold to moderate income 
households at an affordable ownership housing cost. See Attachment 6 for SMC 
Section 10.44.190 with the affordability component highlighted.

California State Law  



A new California State law took effect on January 1, 2018 that allows cities and counties 
to adopt zoning ordinances to require residential rental unit developments to include a 
certain percentage of affordable residential rental units, so long as alternatives to on-
site units are allowed by the ordinance. Requiring residential rental developments to 
include inclusionary housing was previously restricted by the Costa Hawkins Rental 
Housing Act, as interpreted by the California Court of Appeal in Palmer v. City of Los 
Angeles. The California Department of Housing and Community Development can 
request an economic feasibility study under certain conditions if the City requires more 
than 15 percent of the rental units to be affordable to lower income households.

Sausalito Inclusionary Housing Phasing
The Housing Element does not specifically require completion of the nexus study before 
adoption of an inclusionary ordinance. A Phase 1 Inclusionary Housing Ordinance, 
which includes a specified percentage of affordable income housing in new residential 
developments (for sale or rental), can be adopted with the intent that it would be 
amended once the nexus study is completed for a fee component. See Table 1 below 
for the phasing options and the Council’s December 11, 2018 direction.

Table 1: Inclusionary Housing Ordinance Phasing Options

Phase Inclusionary Housing 
Ordinance 
Description

Timing Direction from 
Council

1 Requires projects to 
include a specified 
percentage of 
affordable income 
housing in new 
residential 
developments (for sale 
or rental)

Can be initiated 
now

Initiate Ordinance 
now 

2 Requires residential 
development projects 
which meet or exceed 
certain construction 
valuation threshold to 
pay a nexus fee to an 
affordable housing trust 
fund in order to 
contribute 
proportionately to the 
development of 
affordable units

Amend Phase 1 
Ordinance after 
nexus study is 
completed

Amend Phase 1 
Ordinance after 
nexus study is 
completed

Proposed Inclusionary Housing Regulations



The draft Phase 1 Inclusionary Housing Ordinance applies to multiple-family and mixed-
use rental and ownership projects of four or more new units. The definition of new units 
also includes what is sometimes called replacement units, or units built on lots after the 
voluntary substantial demolition of existing units. Applicable projects will be required to 
make 15% of their total project units affordable to moderate income households. 
Moderate income households are households whose gross annual income does not 
exceed 120 percent of the Marin County median income adjusted for family size as set 
forth from time to time by regulation of the California Department of Housing and 
Community Development. Staff has updated an affordability graphic prepared as a part 
of the Housing Element Update to reflect current 2018 Marin County median income 
figures, provided in Attachment 7. The inclusionary units must be constructed at the 
same time as the non-inclusionary units, and must be the same average size and 
quality as the non-inclusionary units. An affordable housing agreement will be prepared 
and recorded against the property in order to provide for the long-term affordability, 
administration, and appropriate management of the inclusionary units. 

In the draft Ordinance, if 15% of the total proposed units equals a fractional number, any 
fraction of less than one-half is rounded down, and any fraction more than one-half is 
rounded up to the next whole number. If a project is required to include an additional 
inclusionary unit to due to a fractional number, that inclusionary unit can be satisfied with 
a unit which has fewer bedrooms than the market-rate units. A rental project can also 
satisfy the fractional requirement with an income-restricted accessory dwelling unit which 
is accessory to one of the market-rate units. Table 2 below outlines several scenarios 
possible under the current draft regulations. 



Table 2: Inclusionary Housing Scenarios
Total Project Size 
(New Rental4 or 
Ownership Units)

4 Units 8 Units 11 Units

Calculations 4 Units x 15% = 0.6 8 Units x 15% = 
1.2

11 Units x 15% = 
1.65

Inclusionary 
Requirements

One inclusionary 
unit is required

One inclusionary 
unit is required

Two inclusionary 
units are required

Notes One inclusionary 
housing unit is 
required. As the 
inclusionary housing 
unit is a fraction, this 
requirement can be 
satisfied by a unit 
which has fewer 
bedrooms than the 
market-rate units. A 
rental project can 
also satisfy the 
fractional 
requirement with an 
income-restricted 
accessory dwelling 
unit which is 
accessory to one of 
the market-rate 
units. 

One inclusionary 
housing unit that 
is comparable to 
the market-rate 
units in bedroom 
count and design 
is required.

Two inclusionary 
housing units are 
required.  One 
inclusionary housing 
unit must be 
comparable to the 
market-rate units in 
bedroom count and 
design. The fractional 
inclusionary housing 
unit can be satisfied 
by a unit which has 
fewer bedrooms than 
the market-rate units. 
A rental project can 
also satisfy the 
fractional 
requirement with an 
income-restricted 
accessory dwelling 
unit which is 
accessory to one of 
the market-rate units.

The draft ordinance (Attachment 1) also provides two alternative options to building 
affordable rental units on-site, as required by State law. An applicant can either request 
to construct affordable rental units on another site or sites within the city or donate land 
for the construction of affordable housing within the city. 

Progress towards RHNA (Regional Housing Needs Allocation)
Pursuant to Government Code Section 65400(a)(2) local jurisdictions must provide an 
Annual Progress Report (APR) to the State of California Department of Housing and 

                                                
4 The draft Ordinance includes a provision to allow alternatives to building affordable rental units on-site, 
including land donation (which would require to provide one and one-half times the required number of 
affordable units or off-site units (constructing affordable units on another site within the City). 



Community Development (HCD) and the Office of Planning and Research (OPR) by April 
1st on the implementation status of the City’s Housing Element for the prior calendar year.

Sausalito was assigned a RHNA (Regional Housing Needs Allocation) of 79 units to plan 
for the 2015-2023 Housing Element period, with the number distributed to very low, low, 
moderate, and above moderate income levels. As of the last Annual Progress Report to 
HCD, the City is 46% of the way complete with the 2015-2023 Housing Element period. 
Of the 79 RHNA, 40 must be for very low and low income housing.  To-date, Sausalito 
has reported 27 permitted units within the very low and low income categories.  This 
represents 68% of meeting RHNA target numbers for very low and low income categories 
thus far, and before completing the first half of the 2015-2023 Housing Element reporting 
period.  Sausalito is exceeding its targets for meeting low income housing units.  Next 
year’s reporting will conclude the first half of the reporting period.    

Of the 79 RHNA, 16 must be for moderate and 23 must be for above-moderate income 
housing.  To-date, Sausalito has reported 7 moderate units and 5 above moderate units.  
This represents 44% of meeting RHNA target numbers for moderate income units, which 
is below the target. There are five more years of reporting within the current 2015-2023 
Housing Element period. The proposed Inclusionary Housing ordinance will help 
Sausalito meet the RHNA requirement for moderate income. See Table 3 on the next 
page for Sausalito’s progress to meeting RHNA to date. 



Table 3: Progress to RHNA

Income Level
Very 
Low

Low Moderate
Above 

Moderate
Totals

Year in 
Current 
Housing 

Cycle

RHNA Objectives 26 14 16 23 79

Year 05

(2014)
Total Units with Building 

Permits
6 11 3 1 21

Year 1 
(2015)

Total Units with Building 
Permits

2 0 3 0 5

Year 2 
(2016)

Total Units with Building 
Permits

1 1 0 3 5

Year 3 
(2017)

Total Units with Building 
Permits

1 2 1 1 5

Year 4 
(2018) –
Year 8 
(2022)

n/a

Total 
Progress to 

Date

Total Units with Building 
Permits

10 14 7 5 36

Percentage of Total 38% 100% 44% 22% 46%

General Plan Consistency
Staff has reviewed the General Plan objectives and policies and has determined that the 
proposed Zoning Code Amendments are consistent with the 2015-2023 Housing Element 
Update. The Housing Element includes the following with respect to Inclusionary Housing: 

Goal 3.0: Expand and protect opportunities for households of all income levels to find
housing in Sausalito and afford a greater choice of rental and homeownership
opportunities.

Policy 3.5 Inclusionary Housing. Evaluate requiring new residential 
developments and residential land divisions above a certain size to provide a 

                                                
5 2014 was an anomaly year in terms of Housing Element reporting as the RHNA period began on 
January 1, 2014, but the Housing Element Planning Period didn’t start until January 2015. HCD allowed 
for Accessory Dwelling Unit permitting, the City to split the ADU permits between the 2 cycles, counting 
as many as the City needs for the 2009-2014 cycle, then counting any balance towards the 2015-2023 
cycle.



percentage of affordable units, or contribute proportionately to the development of 
affordable units.

Program 18: Inclusionary Housing Regulations: Inclusionary zoning is a 
tool used by cities to integrate affordable units within market rate 
developments. One-third of cities in California have adopted some form of 
inclusionary zoning, requiring a stated percentage (typically 10 to 20%) of 
affordable units to be provided within newly constructed housing projects. The 
majority of these regulations allow for payment of a housing in-lieu fee as an 
alternative to providing the required affordable units on-site. Within Marin, 
seven cities and the county have adopted inclusionary zoning requirements 
to help address local affordable housing needs and contribute towards 
housing element production requirements.

The City will pursue adoption of inclusionary housing regulations to require a 
minimum percentage of units within new residential development above an 
established size threshold to be price-restricted as affordable to lower and 
moderate income households. The City will consider granting in-lieu fees 
where there are hardships or site-specific constraints to the provision of on-
site or off-site affordable housing, and the City will conduct an Inclusionary 
Housing Nexus Study to document the relationship between residential
development and demand for affordable housing, and to determine both the 
maximum supportable and recommended in-lieu fee amount. In-lieu fees 
generated from the program will be placed in an Affordable Housing Fund to 
support affordable housing activities.

2015-2023 Objectives: Within the first four years of the planning 
period, conduct an Inclusionary Housing Nexus and In-Lieu Fee Study 
including an analysis of alternative strategies to address inclusionary 
requirements, such as the provision of an ADU above a detached 
garage. Develop and adopt inclusionary housing regulations structured 
to help offset the cost of providing affordable units as appropriate.

FISCAL IMPACT
None.

STAFF RECOMMENDATIONS
Staff recommends the City Council: 

1. Introduce and read by title only a Zoning Ordinance Amendment to add a new 
Sausalito Municipal Code (SMC) Section 10.40.140, establishing regulations for 
Inclusionary Housing (Attachment 1)

2. Direct staff to return on January 22, 2019 for second reading
3. Authorize a summary of the Ordinance to be published five days in advance of 

the second reading and 15 days after its adoption



ATTACHMENTS

Attachment 1- Draft Ordinance
Attachment 2- Planning Commission Recommendation of City Council Approval of 

Municipal Code Amendments of Title 10 for Inclusionary Housing
Attachment 3- Sausalito Municipal Code Section 10.44.080
Attachment 4- Sausalito Municipal Code Chapter 10.66
Attachment 5- Sausalito Municipal Code Section 10.40.130
Attachment 6- Sausalito Municipal Code Section 10.44.190
Attachment 7- Marin County Families and Housing Affordability

PREPARED BY: Katie Faulkner, Associate Planner     
REVIEWED BY: Lilly Whalen, Interim Community Development Director
REVIEWED BY: Mary Wagner, City Attorney
SUBMITTED BY: Adam W. Politzer, City Manager


