DALY CITY INTER-OFFICE MEMORANDUM
DATE:

October 5, 2021

TO:

Affordable Housing Committee
Mayor Juslyn C. Manalo
Councilmember Glenn Sylvester

FROM:

Tatum Mothershead, Director of Economic and Community Development
Betsy ZoBell, Housing and Community Development Supervisor
Lenelle Suliguin, Housing Coordinator

SUBJECT:

Serramonte Del Rey Redevelopment/Affordable Housing

Staff is seeking comments and direction from the Affordable Housing Committee on the
proposed affordable housing elements of the Serramonte Del Rey redevelopment proposed by
the Jefferson Union High School District.
Background
The JUHSD Precise Plan envisions a multi-phased project that will result in approximately 1,235
rental residential units. In April, and in anticipation of a development agreement stipulating the
terms of the development, the Jefferson Union High School District proposed discussion points
for a potential Development Agreement relating to the Precise Plan for the 22 - acre Serramonte
Del Rey former high school site (See Attachment A to this report). In addition to a description
of project phasing, parking ratios and the schedule for planning entitlements the discussion
points for a potential Development Agreement describe how the project will provide affordable
housing and meet the terms of the City’s Inclusionary Housing Ordinance.
The City’s Inclusionary Housing Ordinance requires that 10% of the units built in a residential
project be designated as Inclusionary Units and made available to lower income households with
incomes at or below 80 Percent of the area median. For the JUHSD Precise Plan this would be
124 affordable units..
Additionally, the Ordinance requires that the units shall be provided concurrently with the
market rate units and be geographically disbursed in the Project. For a phased development,
each phase would be required to include ten percent affordable units.
The provision of affordable housing described in the discussion points for a Potential
Development Agreement has implications for the overall Serramonte Del Rey redevelopment
site plan. If it is determined that affordable housing arrangements described in the discussion
points for a Potential Development Agreement are infeasible or unacceptable to the City, an
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overall revision of the proposed Precise Plan will be needed in order for the project to meet the
requirements of the City’s Inclusionary Housing Ordinance.
JUHSD Affordable Housing Proposal For Serramonte Del Rey
The discussion points for a Potential Development Agreement for the Serramonte Del Rey
campus envision a total of 123 affordable units to be developed pursuant to the City’s
Inclusionary Housing Ordinance at build out. Twelve of these units will be provided within the
District staff housing complex currently under construction on Parcel A and are subject to the
terms of the Affordable Housing Agreement executed in October 2020. The affordable units
provided on Parcel A and memorialized in the Affordable Housing Agreement fully comply with
the City’s Inclusionary Housing Ordinance.
The majority of the Serramonte Del Rey affordable units (100) would be provided on Parcel C
and would be constructed after construction of 313 market rate units on Parcels A and B and
prior to occupancy of units proposed for Parcels D, E or F. The affordable units on Parcel C
would be provided as a stand-alone affordable housing development.
The remaining 11 affordable units would be provided on Parcels E and/or F. The discussion
points for a potential Development Agreement indicate that a Certificate of Occupancy for the
100 affordable units on Parcel C would be issued prior to occupancy of any other units at Parcels
D, E and F.

Discussion
Inconsistencies with Inclusionary Housing Ordinance
The affordable housing proposed by JUHSD for the Serramonte Del Rey site is not strictly
consistent with the terms of the City’s Inclusionary Housing Ordinance in two ways:
1. The City’s Inclusionary Housing Ordinance requires that affordable units are phased in at
the same time as the market rate units. Subsequent to the development of housing for
District staff on Parcel A, the JUHSD proposal envisions completion of 201 market rate 1
units on Parcel B before any affordable housing units for the general public are
developed. The result of this phasing is that the 20 inclusionary units required from the
200 units developed on Parcel B, would be delayed for an estimated two years until the
100 affordable units on Parcel C are constructed.
2. The City’s Inclusionary Housing Ordinance requires that affordable units are physically
distributed equally throughout a development. In the JUHSD proposal, the majority of
the affordable units would be concentrated on one of six parcels.
Other Considerations
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The District’s Discussion Points reference the possibility that the 201 units within Parcel B may be developed as
Moderate Income housing. A decision about this will be made later in the development process.
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x

Affordable Housing Finance - As general rule, affordable housing developments of the
sort envisioned for Parcel C require significant local jurisdiction subsidy in order to be
financially feasible, typically a minimum of $50,000 per unit. Since the affordable units
are required under the City’s Inclusionary Housing Ordinance, it is not anticipated that
the City would provide any forms of financial subsidy to the project. JUHSD and/or the
developer selected to build the affordable units would be responsible for raising the
necessary subsidy financing to complete the affordable housing development. The City
may wish to emphasize this point in the development agreement.

x

Selection of Affordable Housing Developer - The JUHSD has not selected a developer
for the 100 affordable units on Parcel C. The City may wish, as a condition of the
Development Agreement, to set basic criteria for the selection of the Parcel C developer
as well as confirmation of the proposed project’s overall development feasibility.

x

Project Phasing - The phasing of units described in the discussion points for a potential
Development Agreement does not specifically limit construction of Parcels D, E and/or F
until the affordable units within Parcel C have a Certificate of Occupancy. The City may
wish to impose stronger restrictions and conditions on the construction of Parcels D, E
and or F relative to the development of affordable units on Parcel C. As drafted, the
discussion points for a potential Development Agreement could permit construction of
units on Parcels D, E and F before construction and occupancy of the affordable units on
Parcel C are completed and/or occupied. Rather than linking occupancy of units within
Parcels D, E and/or F to the Certificate of Occupancy for Parcel C, the City might want to
link issuance of building permit for these latter phases to the Parcel C Certificate of
Occupancy.

x

Income Target Clarification - The discussion points to potential Development Agreement
make reference to certain units affordable housing at moderate income, an income target
not referenced in the City’s Inclusionary Housing Ordinance for rental housing. The
purpose of this income target needs clarification.

x

Obligations and In Lieu Fee - It is not clear from the discussion points to a potential
Development Agreement what will happen to the affordable housing obligation created
by Parcel B development in the event the 100 percent affordable development envisioned
for Parcel C does not go forward. Staff recommends the Development Agreement
include language to ensure Parcel B affordable obligations are met regardless of the
Parcel C development status. One option would be to require the developer to post a
bond that would result in payment of the estimated $9 million alternative in lieu fee
associated with Parcel B in the event the 100 affordable are not built by a specified date.

Recommendation
When we meet on October 18 staff seeks the Committee’s comments and direction on the
proposed phasing and physical distribution of affordable units proposed plan for providing
affordable units within the Serramonte Del Rey redevelopment project.
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