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RESIDENTIAL HOUSING IMPACT FEE NEXUS STUDY 
 
 

EXECUTIVE SUMMARY 

 

San Luis Obispo County adopted an Inclusionary Zoning Ordinance at the end of 2008.  Due to 

two California court decisions (Palmer and Patterson) that were issued subsequent to 2008, the 

County may decide to modify the in-lieu fees associated with this Ordinance.  The purpose of 

this study is to make certain that the County’s fees are consistent with these court decisions.    

 

The current Inclusionary Ordinance specifies that at least 20% of the dwelling units in a for-sale, 

residential development project shall be affordable units. The Ordinance also provides other 

options for meeting this requirement, including the payment of fees, off-site construction, and 

land donation.  This requirement was to be phased in over a five-year period, starting in 2009 

with a four percent requirement.  However, due to a downturn in construction activity, the 

County is still at the first year of the phase in of the inclusionary requirement.  Thus far, the 

County has not implemented the planned increases, with the exception of adjusting the fee for 

inflation in construction costs.  Furthermore, builders have opted to pay fees and not build units.  

The fee levels that apply now are equivalent to a one-fifth requirement.  

 

This Nexus Study fulfills two mandates.  First, it provides the economic analyses required to 

support potential residential housing impact fees that can replace the current requirement to 

provide inclusionary units in market rate residential developments.  Secondly, the Nexus Study 

fee calculations are consistent with the requirement that fees must bear a reasonable relationship 

to the cost of providing affordable housing.   

 

This study provides information that can be used to modify both the residential and non-

residential housing fees.  There is one major difference between this current study and the 

economic analyses undertaken to support the 2008 Ordinance.  In the prior study, the primary 

input in determining the in-lieu fee charged on residential development was the housing 

affordability gap.  In the current study, a nexus approach is used to determine a maximum 

residential housing impact fee.  A nexus approach establishes a direct connection between 

construction of new housing and the need for affordable housing.   

 

On the other hand, the non-residential fee estimated for the 2008 Ordinance was already based 

on a nexus approach.  Thus, the only change required to update the non-residential residential 

housing impact fee is a recalculation of the housing affordability gap based on current incomes 

and housing costs.  A separate report provides information for an updated Non-Residential 

Development housing impact fee.  

Page 3 of 56



Attachment B - Residential Housing Impact Fee Nexus Study 
________________________________________________________________________________________________ 

Vernazza Wolfe Associates, Inc.                                                                                                             2                                                                                                                              

 

 

In order to conduct a Nexus Study for a residential impact fee, it is necessary to examine the cost 

of newly constructed housing units available for sale.  For this purpose, the sales prices of newly 

constructed homes purchased in 2011 and in the first half of 2012 are used to define housing 

impacts from new construction of for-sale housing units.1  Through the use of several analytical 

steps, it is possible to calculate a maximum residential housing impact fee that is needed to offset 

the demand for additional affordable housing associated with new market rate residential 

developments.  

 

Based on the Nexus Study, the maximum residential housing impact fee amount on a unit and a 

square foot basis are presented in Table ES-1.  Table ES-2 presents options for an updated 

Inclusionary In-Lieu Fee.   

 

Table ES-1:  San Luis Obispo County Maximum Residential Housing Impact Fee 

Total Housing 
Affordability Gap 

New Housing 
Units Sold in 
2011 - 2012 

Maximum 
Fee per Unit 
(Rounded) 

Rounded 
Fee Per 

SF 

$542,789 73 $7,450 $3.55 

Source:  Residential Housing Impact Fee Nexus Study Methodology Appendix.  

   

                                                 
1 Rental housing is not included in this study because San Luis Obispo County’s Inclusionary Housing Ordinance 
(County Code 22.12.080) does not cover rental housing construction.   
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Table ES-2:  San Luis Obispo County Updated In-Lieu Fee 

Unit Size (SF) (1) Per Unit Fee 

900 $3,195  

1,000 $3,550  

1,100 $3,905  

1,200 $4,260  

1,300 $4,615  

1,400 $4,970  

1,500 $5,325  

1,600 $5,680  

1,700 $6,035  

1,800 $6,390  

1,900 $6,745  

2,000 $7,100  

2,100 $7,455  

2,200 $7,810  

2,300 $8,165  

2,400 $8,520  

2,500 $8,875  

2,600 $9,230  

2,700 $9,585  

2,800 $9,940  

2,900 $10,295  

3,000 $10,650  

3,100 $11,005  

3,200 $11,360  

3,300 $11,715  

3,400 $12,070  

3,500 $12,425  

3,600 $12,780  

3,700 $13,135  

3,800 $13,490  

3,900 $13,845  

4,000 $14,200  

(1) Units below 900 SF in size are exempt from the Ordinance. 
Source:  Residential Housing Impact Fee Nexus Study Methodology Appendix.  

 

The next step in the process of updating the Inclusionary Ordinance is to decide what these fees 

should be.   While a Nexus Study determines a maximum justified fee, local officials are the 

ones to decide on the actual fees.  These fees can be set at the maximum, or a lower amount can 

be selected.  The decision of what level of fees to establish will depend on several 

considerations, which are discussed in this study. Furthermore, as long as the County continues 
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to operate an Inclusionary Zoning Program for ownership housing (and not rental housing), it has 

the option of continuing an inclusionary program approach with a revised in-lieu fee.  

 

Finally, as is the case with all impact fees, it is recommended that the County continues to adjust 

the fee on an annual basis to compensate for inflation and that the Nexus Study be updated every 

five years.  

 

I.  INTRODUCTION 

 

San Luis Obispo County may consider updating Chapter 22.12.080 of the County’s Land Use 

Ordinance, which is titled Inclusionary Housing.  The primary reason for a possible update is to 

develop a fee that is consistent with two 2009 State of California court decisions that affect all 

inclusionary programs operating in the State.   These court cases are referred to as the Palmer 

and Patterson decisions and impact all communities that have inclusionary programs, including 

San Luis Obispo County.   

 

There are major differences between the Palmer and Patterson Decisions.   

 

• Palmer affects rental housing only.  It affirmed that the Costa Hawkins Act applies to 

inclusionary rental units.2  The implication of this finding is that cities and counties 

cannot require rental property owners to rent inclusionary units at below market rents, 

unless the developer accepted financial assistance (including fee waivers) or received 

other incentives that lowered development costs.   

 

This decision, however, does not prevent cities and counties from charging a housing 

mitigation fee (impact fee) on new rental units.  A housing mitigation fee is an acceptable 

solution to the constraints imposed by Palmer.  Furthermore, cities and counties can 

continue to operate an Inclusionary Housing Program for new, for-sale units.   

 

Since San Luis Obispo County does not have a rental Inclusionary Program, the Palmer 

Decision does not directly impact the County’s policies at present.  However, if the 

County changed its current Ordinance to include new rental housing construction, then, 

the Palmer Decision would impact the County.   

 

Furthermore, it is still possible (and legal) for a rental property developer to provide 

affordable rental units instead of paying fees.  This option would not violate the Palmer 

                                                 
2 The Costa-Hawkins Rental Housing Act is defined under California Civil Code Section 1954.50-1954.535. 
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decision provided that rental property developers have an option to pay fees and are not 

required to provide inclusionary units. 

 

• Patterson affects fees for both rental and ownership housing.  The Patterson decision 

addressed the way in which housing fees are calculated.  As long as an in-lieu fee is 

based on a formula related to the cost of developing inclusionary units, a locality can 

continue to operate an inclusionary program on for-sale housing that requires either units 

or payment of an in-lieu fee.  

 

With a properly prepared AB 1600 Mitigation Fee Study (adapted to address needs for affordable 

housing associated with new housing construction), it is possible to impose fees on all new 

housing - regardless of the intended tenure.  A housing mitigation fee is an acceptable solution to 

the constraints imposed by both Palmer and Patterson.   

 

San Luis Obispo County is considering whether to adopt impact fees for ownership housing, or 

to continue to operate an inclusionary program on residential development that mandates either 

the provision of affordable units or the payment of in-lieu fees.  Alternatives to paying fees, such 

as land dedication for affordable housing or the provision affordable units off-site, would 

continue to be options to fulfill the affordable housing requirements on new residential 

developments regardless of which policy is selected.   

 

This residential nexus study updates the housing affordability gap, which is the difference 

between what households can afford to pay and the cost of new, modest housing (rental and 

ownership).  An updated housing affordability gap estimate is required for a residential impact 

fee nexus analysis.  It can also be used to update the County’s in-lieu fee and the commercial 

housing impact fee, which is also included in the County’s Inclusionary Housing Ordinance. 

 

The economic analyses presented in this study are designed to define an upper limit for both 

residential housing impact fees and an in-lieu fee.   However, when County officials actually 

establish fee levels, additional factors may be considered.  These include the amount of fees 

currently charged by the County on residential and non-residential development, housing impact 

(and in-lieu) fees adopted by surrounding communities, and impacts on the feasibility of new 

development. Finally, this study includes a brief discussion of incentives for developers.  These 

include incentives that are presently in the Ordinance as well as additional incentives that the 

County may wish to consider.  
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II. AFFORDABLE HOUSING NEED IN SAN LUIS OBISPO COUNTY  

 

One of the purposes of a residential housing impact fee is to provide funds to help develop 

housing that meets affordable housing needs of County residents. It is helpful, therefore, to 

define what those housing needs are.  There are two major ways to assess housing needs.   

 

• The first would be to compare household incomes with housing costs.  Those households 

that are paying more than a specified percentage of their incomes for housing costs (for 

example paying more than 30% to 40% for housing costs) could be said to have housing 

need based on lack of affordability.3   

 

• The second way is to look at the housing needs numbers that are assigned to a jurisdiction 

by the State of California, via a regional housing needs assessment.  The State of 

California requires all cities and counties to plan for housing that meets the needs of all 

households across the income spectrum.  This planning is accomplished through the 

adoption of a Housing Element that meets State of California statutory requirements.  The 

Housing Element specifies the number of new housing units that are needed for each of 

four household income groups – specifically very low-income, low-income, moderate-

income, and above moderate-income.  This regional housing needs assessment considers 

growth in households and as well as employment growth and is an estimate of the 

incremental increase in demand for housing across all income groups. 

  

The first definition of housing needs (based on over-payment) provides a number that reflects 

overall housing need in a community.  The second definition (based primarily on projected 

population and employment growth) generates a lower estimate of housing need, since it is an 

incremental assessment focusing on growth, and not existing deficiencies.  Since the County is 

obligated to try to meet the housing need defined through the regional housing needs assessment 

process, it is reasonable to project housing needs based on the second definition.   

 

Projected Housing Needs in San Luis Obispo County   

 

Table 1 projects the unincorporated County’s housing needs out to the year 2040.  These 

projections are estimated by applying the percentage of housing required to be affordable (as 

defined through the regional housing needs assessment) for each income group to the current 

County growth projections.4 As these numbers indicate, the demand for lower-income housing 

units will increase by over 5,000 units by the year 2040.  While the County cannot be expected to 

                                                 
3 Affordability is not the only way to measure housing need.  Other measures include housing condition and 
overcrowding.  However, affordability is the most frequent definition used. 
4 These percentages are based on the most recent regional housing needs assessment for the unincorporated County. 
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subsidize all these units, through the collection of residential housing impact fees (or housing in-

lieu fees), the County can support the building activities of local housing authorities and 

developers of affordable housing to provide this needed housing.  
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Table 1:  Projected Housing Units  from the 2040 Population, Housing & Employment Forecast (1) 

 

  2010 2015 2020 2025 2030 2035 2040 

Growth 
Between 2010 

and 2040 
Total Housing 
Units  48,550 49,600 52,050 54,205 56,895 59,615 62,362 13,812 

Very Low-Income 23% 11,167 11,408 11,972 12,467 13,086 13,711 14,343 3,177 

Low-Income 16% 7,768 7,936 8,328 8,673 9,103 9,538 9,978 2,210 

Moderate-Income 19% 9,225 9,424 9,890 10,299 10,810 11,327 11,849 2,624 

Above Moderate-
Income 42% 20,391 20,832 21,861 22,766 23,896 25,038 26,192 5,801 

(1) The projections presented in this table are based on mid level estimates developed by the County’s consultant. 
Sources:  Final Report, San Luis Obispo County 2040 Population, Housing & Employment Forecast  (2011); San Luis Obispo County Housing Element 2009-
2014, and Vernazza Wolfe Associates Inc. 
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Accomplishments under the Existing Inclusionary Program  
 

San Luis Obispo County adopted an Inclusionary Housing Program in late 2008.  The 

Residential Inclusionary Program provides several options.  One option requires developers to 

provide affordable units, either on- or off-site.  However, there are other options, including 

payment of fees and land donation for affordable housing construction.  Thus far, developers 

have elected to pay fees, and about $116,600 (including interest) has been collected since 

program inception.   These fees are deposited into a Housing Trust Fund for use by the County to 

support affordable housing in the County.  This support has been targeted to paying a portion of 

the development costs for 109 affordable units located in two projects in Templeton and in the 

City of San Luis Obispo, as well as paying for a portion of permit fees for an additional 11 

affordable units in Nipomo.  Approximately $5,000 has been allocated to benefit an additional 

six affordable units in Oceano.  The remaining funds (approximately $73,000) remain in the 

Housing Trust Fund for future allocations to support affordable housing in the County.  (See 

Table 2.) 

 

Table 2: San Luis Obispo County Housing Trust Fund Expenditures and Allocations 

(2009-2012) 

Total Funds Collected Plus Interest $116,586  

Funds Spent or Allocated  

Terebinth Lane (29 units in Templeton) $12,774  

Moylan Terrace (80 units in San Luis Obispo) $21,248  

Oak Leaf (11 units in Nipomo) $4,513  

Oceano (6 units) $4,880  

Total Allocated or Spent $43,415  

Remaining Balance $73,171  
Source:  San Luis Obispo County, Department of Planning and Building 

 

III. RESIDENTIAL IMPACT FEE NEXUS STUDY  

 

When a city or county adopts a development impact fee to offset public costs associated with 

development, State Legislation (the Mitigation Fee Act) requires that the public body establish a 

reasonable relationship or connection between the development project and the public 

improvement for which the fee is charged.  Studies undertaken to demonstrate this connection 

are called nexus studies.  Nexus studies for school impacts, traffic mitigation, and park impacts 

are common.  Although nexus studies for residential housing impact fees are less common, a 

methodology exists that establishes a connection between the development of market rate 

housing and the need to expand the supply of affordable housing.  This fee study is based on this 
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methodology.   

 

The approach for this nexus study assumes that the development of new housing units brings 

new residents to the County.  These new residents spend money in the County.  For example, 

these residents will go out to eat in local restaurants, shop for food and clothing in local stores, 

and patronize other local businesses, such as hair salons, dry cleaners, and dental offices.  This 

increase in local business results in the need to hire new employees to respond to this increase in 

demand for goods and services.  A nexus study establishes the connection between the new 

households that move to the County to purchase new housing units and the number of new 

employees that will be hired by local businesses to serve the needs of new residents.5  In the 

absence of market rate residential growth, new employees would not be needed, and hence there 

would not be a need for a residential housing impact fee.   

 

It is important to remember that growth in employment will provide jobs at various wage rates.  

While some jobs will pay salaries that will allow new workers to rent or purchase market rate 

housing, many new jobs will also be at low-wage rates.  Lower wages characterize employment 

in retail trade and services.  The difference between what households can afford to pay and the 

cost of market rate housing is defined as the housing affordability gap.  Since low-wage 

households cannot reasonably afford to pay for market rate rental and for-sale housing in San 

Luis Obispo County, a residential housing impact fee can be justified to bridge the difference 

between what these new households can afford to pay and the costs of developing new housing 

units for them.  

 

Finally, the actual fees to be adopted by the San Luis Obispo County can be less (but not more) 

than the maximum fees based on these calculations. 

 

IV. RESIDENTIAL IMPACT FEE NEXUS ANALYSIS RESULTS 

 

In order to estimate expenditures on goods and services by new households, the first step of a 

nexus study is to determine the incomes of new residents based on the sales prices of new homes 

in the unincorporated county.  A list of all newly constructed housing units sold in 2011 and 

during the first half of 2012 was used for this purpose.  A summary of these 73 housing units is 

presented in Table 3 below, and a complete list is provided in the Appendix to this Study.  The 

typical new house (or median) purchased during this period was priced below $469,000, 

consisted of approximately 2,100 SF of interior space, provided three bedrooms and three 

                                                 
5 If new units were built only to replace existing units, then it could be assumed that there would be no new 
households moving into the County, and thus, there would not be a need for additional affordable housing units.  
However, since this is not the case, it is reasonable to assume that the creation of new market rate housing units 
results in additional households moving to San Luis Obispo County.  
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bathrooms, and was located on a lot that was almost 8,000 SF in size. 

 

Table 3:  Summary Characteristics of Newly Constructed Homes Included in Nexus Study 

 
Sale 
Amount Total Living Area (SF) 

No. of 
Bedrooms 

No. of 
Bathrooms 

Lot Size 
(SF) 

Median $469,000 2,066 3 3 7,949 

Mean $530,765 2,096 3 2 15,345 
Sources:  San Luis Obispo County and Vernazza Wolfe Associates Inc. 

 

This sales information is then used to determine household incomes of new residents.  These 

incomes are determined by calculating the income needed to purchase each new home, based on 

assumptions regarding mortgage terms, insurance and property taxes.6  Based on the list of newly 

built and sold homes, buyers’ estimated incomes range from a low of $31,925 (estimated buyer 

income for a $180,000 house) to a high of $325,457 (estimated buyer income for a $1,835,000 

house).  Buyers’ incomes were then used to estimate expenditures on goods and services.  After a 

series of linked analytical steps, a total affordable housing gap is estimated and then divided by 

the 73 housing units to estimate an affordable housing impact cost for each new unit.  

 

Given the purchases of these new homebuyers, it is estimated that an additional $4 million would 

be spent on goods and services in the unincorporated San Luis Obispo County economy.7  This 

increase in economic activity generates growth in employment of approximately 33 employees.8  

Incomes of these new workers are estimated to range from $22,000 to $88,000 annually. 

 

An important consideration is whether all new jobs that are created will be filled by San Luis 

Obispo County residents who live in the unincorporated area, or whether some new jobs would 

be filled by employees commuting from one of the cities in the County or from another county.    

                                                 
6 These assumptions and related calculations are explained in the Methodology Appendix to this Study.  The 
assumptions used to calculate the incomes of market rate new home buyers are not the same as the assumptions used 
to calculate affordable sales prices for moderate-income and work force buyers.  These differences are explained in 
the Appendix. 
7 This value added is referred to as induced industry output in the IMPLAN Model and stems directly from 
expenditures by new resident households.  More information about the IMPLAN Model (and input/output analysis) 
can be found at the following websites:   
http://en.wikipedia.org/wiki/IMPLAN 
http://en.wikipedia.org/wiki/Input-output_analysis 
https://implan.com/v4/index.php?option=com_content&view=article&id=282:what-is-implan&catid=152:implan-
appliance-&Itemid=2 

 
8 This analysis does not consider unemployment when estimating the number of new employees that will work in 
the newly constructed space. Although unemployment is higher in 2012 in comparison to the rate in 2008 when the 
Ordinance was passed, there is not always a match of unemployed workers’ job skills and experience with the 
requirements of the new jobs.   
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If we assume that the percentage of the County labor force that currently lives in the 

unincorporated area remains unchanged at 39%, then only 39% of employment growth (or 13 

jobs) should be carried forward in the nexus study calculations.9   

 

It is then necessary to convert the number of new employees into the number of new households 

that will move into the unincorporated County.  Therefore, the growth in employment is divided 

by the average number of wage-earners per household (1.78).10   

 

Next, the incomes of these new households are estimated by assuming that each worker in the 

household earns the same amount.11  So, estimated employee incomes are weighted (multiplied) 

by the average number of wage earners in a household (previously stated as 1.78).  The results of 

this computation (presented in the Appendix) reveal that most of these new employee households 

would earn incomes that are below 160% of area median income (or $96,480 for a workforce 

income household of two in San Luis Obispo County).  

 

The next step is to determine the cost of subsidizing housing for these new households.  A 

housing affordability gap was calculated based on the difference between current development 

costs for modest housing and what is considered affordable for households earning low-incomes, 

moderate-incomes, or work force incomes. (See the Methodology Appendix for a complete 

explanation.)  The average gap figure per household calculated in this way is $108,000. 

 

By multiplying the housing affordability gap figure of $108,000 by the number of households 

requiring assistance, it is possible to estimate the total housing affordability gap related to the 

development of new homes for sale.  The final step is to divide this total gap figure by the 

number of recently purchased new homes (73).  The resulting figure - $7,435 (rounded to 

$7,450) - defines the nexus justified residential housing impact fee for each newly constructed 

unit.   

 

The County can consider charging a flat fee per unit, or a fee that would be based on the size of a 

unit, which is the current approach under its inclusionary program.  Associated with a size based 

fee could be the continued exclusion of smaller units from the fee based on the assumption that 

units below a certain size are themselves affordable.  This is currently the County’s policy; units 

below 900 square feet are exempt from the fee.   

 

                                                 
9 Information on the unincorporated area’s percentage of the County Labor Force is from the State Department of 
Employment Development’s website (June 2012). 
10 The source for this number is the 2000 Census.  
11 Some workers will earn more and some will earn less. 
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Table 4 presents a fee option that is size based.  The fee is calculated so that a new, for-sale 

housing unit that is the median size (2,100 SF) of recently sold homes pays the full fee of $7,450.  

Smaller units would pay less, and larger units would pay more.   The fees are about one-third of 

the full fees that were calculated in the 2007 study San Luis Obispo County Inclusionary Zoning 

Ordinance Financial Analysis.     

 

Table 4:  Comparison of 2012 In-Lieu Fees (Based on 2007 Study) with Calculated 
Residential Housing Impact Fees (Based on 2012 Nexus Study), San Luis Obispo County 

  Unit Size 

Fees Per Square Foot 750 1,000 1,500 2,000 2,500 

YEAR ONE      

Nexus Impact Fees @ $0.71/SF NA $710 $1,065 $1,420 $1,775 

2012 In-Lieu Fees @ $1.99/SF (1) NA $1,994 $2,991 $3,988 $4,985 

YEAR FIVE      

Nexus Impact Fees @ $3.55 /SF NA $3,550 $5,325 $7,100 $8,875 

2012 In-Lieu Fees @ $9.97/SF  (1) NA $9,969 $14,954 $19,938 $24,923 

(1) 2012 Fees are those that were adopted for FY 2012/13 and represent one-fifth of final fees to be phased in by 
Year Five.  Fees at Year Five are based on full fees.  
 
Sources:  Board of Supervisors Resolution 2011-388 and Vernazza Wolfe Associates Inc. 

 

The Appendix following this report presents the Nexus Study’s methodology and findings in 

more detail. Table 5 below summarizes the analytical steps. 
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Table 5:  Residential Housing Impact Fee Nexus Calculations Based on New Home Sales in Unincorporated San Luis Obispo 
County 

ANALYTICAL STEPS INFORMATION/FINDINGS 

(1) Create list of sales prices of newly built housing units that 
were sold in 2011 and during the first half of 2012. 

The County Assessor’s office provided a list of these home sales that was 
subsequently edited to exclude homes on lots of five or more acres.  A total of 
73 homes are included. 

(2) Estimate household income distribution of new buyers in 
unincorporated San Luis Obispo County. 

The average incomes required to rent or buy these homes are based on the 
assumption that 30% of income goes to housing costs.   Housing costs include 
mortgage payments, insurance, and property taxes.  Sales prices of new homes 
(2011/12) are used to generate a list of incomes for these new households.   

(3) Compute total consumer expenditures (goods and services) of 
the new owner households in unincorporated San Luis Obispo 
County.   

This figure is derived from inputting household incomes calculated in Step 2 
into the IMPLAN3 model. The total growth in employment is projected to be 
33 jobs (resulting from approximately $4 million in expenditures 

(4) Estimate the number of new unincorporated County 
employees required to accommodate an increase in spending on 
services and retail goods.  

Using the IMPLAN3 model for San Luis Obispo County and the increase in 
economic activity defined in Step 3, induced growth is estimated.  Only 
employment growth in the zip codes that constitute the unincorporated area is 
included. 

(5) Adjust growth in employment by the percentage of new 
employees that would want to work and live in unincorporated 
San Luis Obispo County. 

Apply the percentage of the County’s labor force that lives in unincorporated 
area to employment growth associated with new residential development. This 
percentage is 39%.   

(6) Calculate the number of households represented by these new 
employees. 

This adjustment is based on the average number of wage earners per household 
size for the unincorporated area, which was 1.78 according to the 2000  
Census. 12    

                                                 
12 At the time this analysis was undertaken, the variable, average number of wage earners per household for the unincorporated area, was unavailable from the 
2010 Census.  Thus, this analysis used the equivalent variable from the 2000 Census.   It is reasonable to consider what potential bias could be introduced 
through the use of an older figure, particularly since unemployment would have been higher in 2010 than in 2000.  One would expect that the average number of 
wage earners per household would be lower in 2010 than in 2000.   Since this variable is used to estimate the number of households relative to employment 
growth, the use of 2000 data could result in a projection of the number of households that is below what it would be if the equivalent measure was based on the 
2010 Census.  The number of households determines the size of the total housing affordability gap.  Thus, a smaller number of households results in estimating a 
lower overall housing gap and hence a lower fee level.  In other words, the use of 2000 Census information may result in calculating slightly lower fees.  
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ANALYTICAL STEPS INFORMATION/FINDINGS 

(7) Convert employee income to household income in order to 
adjust for the additional wage earners in households. 

This conversion assumes that the second (or fractional) wage earner receives 
on average the same income as the first wage earner.  Consequently, the 
employee incomes are multiplied by 1.78, the average number of wage earners 
in a household according to the 2000 Census.  

(8) Subtract those households that are above the 160% AMI 
income maximum for a household of two from the total number 
of new households. 

The average household size in the unincorporated area of San Luis Obispo 
County is estimated to be 2.15 based on SLOCOG’s 2040 Projections.  Thus, 
the income cut-off figure for work force income households is based on a 
household of two persons.  In  2012, this income amount is $96,480 

(9) Estimate housing affordability gap of new households 
requiring subsidies  

This number is calculated by multiplying the number of new households 
requiring affordable housing for each housing prototype by the housing 
affordability gap of $108,000 based on HCD-defined income and local 
development costs.  The total dollar gap amount is approximately $542,789. 
 

(10) Calculate maximum potential residential housing impact fee. 
The total gap figure is divided by the total number of units (73).  This 
calculation results in a fee of approximately $7,450 per unit. 

Source:  Vernazza Wolfe Associates, Inc. 
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V.  DEVELOPMENT INCENTIVES 

 

Local governments frequently work with area developers to facilitate implementation of 

inclusionary policies.  One of the major concerns in this collaboration is the question of how 

affordable housing mandates impact financial feasibility of new residential and non-residential 

construction.  To address this concern, many ordinances contain incentives for developers that 

are intended to reduce compliance costs.  The County has already adopted many incentives in its 

Ordinance.  These are listed below.  There are additional incentives to consider, and these are 

also presented below.  To find out whether these incentives are useful, the list was shared with 

the Government Affairs Director of the Home Builders Association, Central Coast who is a 

spokesman for home builders in San Luis Obispo County.   

 

The Director indicated the incentives in the current Ordinance are useful in reducing 

development costs and suggested that a reduction in minimum lot size be added to the list of 

modifications to development standards for residential projects.   In addition, the County may 

also wish to consider allowing these modifications to cover all projects with inclusionary 

requirements and not just those that exceed the base density.  Finally, the Director thought that 

the additional incentives (listed below) could be helpful as well. 

 

Incentives Already Included in the Ordinance13 

 

22.12.080 Inclusionary Housing Section G Development Incentives for Residential and 

Commercial/Industrial Projects 

 

1. Density bonus – One density bonus unit to be granted for each required inclusionary unit 

constructed on-site or off-site.  This unit is exempt from affordable housing standards. 

 

2. Less than base density. If the County approves the proposed residential development at 

an overall density lower than the base density, then the Inclusionary requirement shall be 

applied only to the actual number of market-rate units approved, not to a larger base 

density number.  

 

3. On-site housing for residential projects.  When all of a project's Inclusionary 

requirements are met by providing Inclusionary housing units on-site then the 

                                                 
13 This list of incentives is somewhat reworded, but is based directly on the Ordinance.  Incentives directly 
benefitting non-residential development are not included on this list, since the focus in this study is on residential 
development. 
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Inclusionary requirement of Subsection C shall be reduced by 25%.  This applies to 

residential and non-residential projects. 

 

4. Modification of development standards for residential projects. If the number of 

dwellings constructed on-site, in compliance with this Section, will exceed the base 

density amount then at the applicant's request the County shall grant at least one of the 

following additional incentives: a modification of the residential development standards 

for minimum lot size, parking, height, private yard space, or setback.  Note: This could be 

expanded to cover all projects, and not just those that exceed the base density. 

 

5. Development of affordable housing within incorporated city limits. Whenever an 

applicant uses an alternative method to satisfy the requirements of this Section, such as 

providing off-site Inclusionary housing units or a donation of land for affordable housing, 

and this results in the development of new affordable housing units within the urban 

limits of an incorporated city within this County, then the Inclusionary housing 

requirement of the applicant's project shall be reduced by 25%  If a portion, but not all, of 

a project's Inclusionary housing requirement is met in this manner, then a proportionate 

amount of the project's Inclusionary housing requirement will be reduced.  

 

22.12.080 Inclusionary Housing Section H – Development Standards for Inclusionary Housing  

 

1.  Inclusionary housing design in residential and mixed-use projects. The Inclusionary 

housing units may be smaller in size and have different interior finishes, features, and 

appliances so long as the interior components are durable, of good quality and consistent 

with contemporary standards for new housing.  

 

In 50 percent or more of the Inclusionary housing units the average number of bedrooms 

shall be equal to or greater than the average number of bedrooms in the development's 

market-rate units. (And implied - 50% of the units could be smaller) 

 

Up to 30 percent of the Inclusionary housing units may be secondary dwelling units 

 

2.  Existing housing units as Inclusionary housing units. Existing housing units on the site 

of a new development may be designated as Inclusionary housing units if they meet the 

design standards of the Ordinance. (Existing housing units off-site shall not qualify as 

Inclusionary housing units.)  

 

3.  Off-site construction.  The applicant may propose to construct the required Inclusionary 

housing unit(s) at an off-site location in the same Housing Market Area.   
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4.  Land donation. The applicant may donate land that is located on-site or off-site of the 

proposed development.  There are conditions for this including that the value of the land 

is of equal or greater value than the amount of the in-lieu fees or residential housing 

impact fees that would otherwise be required.   Furthermore, the land shall be donated to 

a nonprofit or for-profit developer acceptable to the County that is willing to develop 

affordable housing on the land.  

 

Applicants/Developers may pool land to meet the Inclusionary housing requirements for 

multiple developments subject to County approval.  

 

22.12.080 Inclusionary Housing Section J – Compliance Procedures  

 

Defer the payment of in-lieu and residential housing impact fees.  The applicant can 

defer payment of the in-lieu or residential housing impact fees until the final permit 

approval for occupancy of new units.  In the case of subdivisions, the in-lieu and 

residential housing impact fees may be deferred until the subdivided lots are developed 

(or until final inspection of future development on the subdivided lots).  An Inclusionary 

Housing Agreement is required. 

 

Other Best Practices to Consider (Not Currently in Ordinance) 

 

 Deferrals of other fees (for inclusionary units only) until units are sold. 

 

 Additional options to meet requirements.  Examples include the following: 

 

Use of rental units that have received public benefits to satisfy inclusionary requirements 

required for ownership housing. 

 

Pooling of units to satisfy requirements for more than one builder.   

 

Use of extra affordable units as a credit against future requirement.  (This could work 

best for larger developments, building in phases. 

 

Ability to sell extra affordable units to other builders to offset their requirements. 

 

Non-profit builders to sell units to builders to satisfy requirements.  Only units that have 

been produced without the use of local subsidies are suggested for this purpose.  
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Use of existing units to offset inclusionary unit requirements.  In order to qualify, these 

units must be substantially renovated and have long term affordability restrictions.  

 

VI.  POTENTIAL REVENUES FROM AN UPDATED RESIDENTIAL HOUSING 

IMPACT FEE  

 

Table 6 presents hypothetical revenues that the County could collect from residential housing 

impact fees levied on approved residential projects and compares these potential revenues to 

revenues that could be collected if the County decides to continue levying an in-lieu fee.  

Potential fee revenues from the residential housing impact fee are approximately one-third of 

what revenues would be under the existing in-lieu fee amount, assuming that the newly 

computed impact fee is phased in over a five-year period.  This difference can be explained by 

the fact that the housing unit impact fee is approximately one-third of the housing in-lieu fee 

calculated as part of the 2007 Inclusionary Zoning Ordinance Financial Analysis study. 
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Table 6:  Potential Residential Housing Impact Fee Revenues and Potential In-Lieu Fee 
Revenues That Could Be Collected From Recently Approved Residential Developments 
(2012)  
Potential Residential Housing Impact Fees Based on the 2012 Residential Housing Impact Fee 
Nexus Study 

 

 
Housing 

Units 
Year One Year Two Year Three Year Four Year Five 

  20% 40% 60% 80% 100% 

Approved, Not 
Recorded 

185 $275,650 $551,300 $826,950 $1,102,600 $1,378,250 

Approved and 
Recorded 

204 $303,960 $607,920 $911,880 $1,215,840 $1,519,800 

Additional 
Units 
(Shandon) 

812 $1,209,880 $2,419,760 $3,629,640 $4,839,520 $6,049,400 

Total Potential 
Units and Fees 

1,201 $1,789,490 $3,578,980 $5,368,470 $7,157,960 $8,947,450 

Potential In-Lieu Fees Under Current Ordinance (2012) 

 
Housing 

Units 
Year One Year Two Year Three Year Four Year Five 

  20% 40% 60% 80% 100% 

Approved, Not 
Recorded 

185 $774,595 $1,549,116 $2,323,674 $3,098,232 $3,872,790 

Approved and 
Recorded 

204 $854,148 $1,708,214 $2,562,322 $3,416,429 $4,270,536 

Additional 
Units 
(Shandon) 

812 $3,399,844 $6,799,363 $10,199,045 $13,598,726 $16,998,408 

Total Potential 
Units and Fees 

1,201 $5,028,587 $10,056,694 $15,085,040 $20,113,387 $25,141,734 

Sources:  San Luis Obispo County, Department of Planning and Building, and Table 1. 
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VII.   POLICY CONSIDERATIONS 

 

This study provides the economic analyses required to establish a residential housing impact fee 

on residential developments.  These analyses provide the County with the answer to the question 

of “What are the maximum fees that the County can adopt on new residential development?”  

However, the economic analysis does not answer the question of “What residential housing 

impact fee should the County adopt?”  The conclusion of this report provides a policy context to 

help guide County officials in determining the actual fee.  

 

When cities and counties consider whether to offset the full affordable housing impacts of new 

development or a portion of those impacts, a number of factors may be considered.  For 

residential housing impact fees, policymakers may wish to consider the following:   

 

• How much will residential development impact fees increase overall? A fee that is set too 

high could work to discourage development. 

 

• What are the residential housing impact and in-lieu fees in neighboring jurisdictions?    

 

• What is the relationship between revenues to be collected from the residential housing 

impact fee and the County’s overall affordable housing strategy?  

 

San Luis Obispo County Residential Impact Fees  
 

Table 7 presents information on current impact fees charged per unit for single family and 

multifamily units.   Total County fees at present (including the 2012 In-Lieu Fee) for the two 

housing prototypes are $19,273 and $12,393 respectively).  If the nexus residential housing 

impact fee is phased in, the total fees to be paid by residential development decreases. For 

example, total fees to be collected in Year One would be $17,347 for the single family prototype, 

and $11,109 for the multifamily prototype.  (See Table 7.) 

 

Based on this comparison, it is possible to conclude that residential development impact fees 

could drop, if the new impact fee is phased in.   
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Table 7:  Residential Impact Fees under Various Housing Fee Scenarios 

Fees 
Single Family Housing Unit 

(1,500 SF) 
Multifamily Housing 

Unit (1,000 SF) 

Government $533 $406 

Administration $111 $72 

Sherriff $280 $213 

Park $2,303 $1,753 

Library $454 $345 

Fire $1,994 $902 

Roads $6,407 $3,908 

School $4,200 $2,800 

Total without In-Lieu Fee $16,282 $10,399 

2012 In-Lieu Fee $2,991 $1,994 

Total with 2012 In-Lieu Fee (Year One) $19,273 $12,393 

Total with 2012 In-Lieu Fee (Year Three) $25,255 $16,381 

Total with 2012 In-Lieu Fee (Year Five) $31,237 $20,369 

   

Total with Nexus Impact Fee (Year One) $17,347 $11,109 

Total with Nexus Impact Fee (Year Three) $19,477 $12,529 

Total with Nexus Impact Fee (Year Five) $21,607 $13,949 
Sources:  San Luis Obispo County, Department of Planning and Building, and Vernazza Wolfe Associates Inc. 

 

Comparison with Fees Imposed by Neighboring Jurisdictions 14 
 

Of the seven cities in San Luis Obispo County, all but two have adopted inclusionary zoning or 

other housing policies to generate fees and affordable units.  These two are Paso Robles and 

Grover Beach.  The surrounding counties (Monterey, Santa Barbara, and San Benito) also have 

policies.  The Appendix provides detailed information on each of the policies in the five cities in 

San Luis Obispo County as well as information on Monterey, San Benito, and Santa Barbara 

Counties.   

 

It is somewhat difficult to compare fees charged by these other counties and cities with fees 

proposed in San Luis Obispo County.  All the cities that have programs (Arroyo Grande, 

Atascadero, Morro Bay, Pismo Beach, and San Luis Obispo City) base their fees on building 

valuation which will vary based on the size and quality of housing units constructed.  County 

fees in Monterey vary by market area, so that in some areas fees are higher than those proposed 

for San Luis Obispo County and in some areas fees are lower.  Santa Barbara’s fees also vary by 

                                                 
14 This conclusion is based on a review of local ordinances, other internet research, telephone, and email 
communications. 
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housing market area, but even in the more affordable areas, per unit fees are higher than those in 

San Luis Obispo County.15 

 

Thus, when the County selects a new fee level, concern over a loss of competitiveness (with 

regards to affordable housing fees charged in neighboring jurisdictions) should not be a factor in 

the County’s decision.   

 

How the Residential Housing Impact Fee Fits into San Luis Obispo County’s Overall 

Housing Strategy  

 

In addition to funds collected through in-lieu fees and the non-residential housing impact fee, 

affordable housing built in the County has been funded through the use of a variety of financing 

sources from the state and federal government.  In addition, equity is also provided directly by 

the developers and indirectly raised through the allocation and sale of Low-Income Housing Tax 

Credits.  Finally, a portion of permanent financing comes from conventional loans obtained from 

private lending institutions.  

 

Housing impact and in-lieu fees are deposited into a Housing Trust Fund.  The purpose of the 

County’s Housing Trust Fund is to provide some local match for new (and existing) affordable 

housing developments that will be seeking additional sources of financing for new development 

or for refinancing and rehabilitation.  This Trust Fund is one of several sources of housing 

subsidy funds available for affordable developments built in the County.  The County also has 

the ability to allocate federal grants each year for affordable housing because it is an 

“entitlement” grantee under the U.S. Department of Housing and Urban Development’s (HUD’s) 

Community Development Block Grant (CDBG) and Home Program.  Thus, it is not necessary 

for the residential housing impact fee to cover the complete housing affordability gap that exists 

for low- and moderate-income households.   

 

One of the advantages of the County’s Housing Trust Fund, however, is that there are fewer 

restrictions on how the funds are allocated in comparison to federal grant programs. 

 

Conclusion 

 

Based on a review of current impact fees and a review of inclusionary policies and fees in 

neighboring jurisdictions, it appears that both the 2012 in-lieu fee and the proposed residential 

housing impact fee are at levels that are unlikely to impact future residential development trends.   

                                                 
15 It should be noted here that Santa Barbara County has started a review of its inclusionary program and is likely to 
reduce affordability requirements and therefore the fees will decrease as well.  However, the fees will still be higher 
than those currently charged in San Luis Obispo County. 
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METHODOLOGY APPENDIX 
RESIDENTIAL HOUSING IMPACT FEE NEXUS ANALYSIS 

 
A-I.  APPENDIX INTRODUCTION 

 

The purpose of this Methodology Appendix is to provide a thorough background to the findings 

presented in the report. This Appendix provides the following information: 

 

• Calculation of the housing affordability gap in Unincorporated San Luis Obispo County - 

This gap information is needed for the Housing Nexus Study, the Update to the In-Lieu 

Fee, and the update to the Non-Residential Development Housing Impact Fee. 

 

• Nexus analysis justifying residential housing impact fees – The nexus analysis provides 

the documentation needed to justify the connection between new residents and increased 

demand for affordable housing.   This information is needed in order for the County to 

adopt a residential housing impact fee that applies to new residential development. 

 

• Revised In-Lieu Fee Schedule – This information is provided in the event that the County 

decides to retain an Inclusionary Housing Ordinance. 

  

• Current information on housing fees charged in other San Luis Obispo County Cities as 

well as selected counties outside San Luis Obispo County – When selecting new policies 

and fees for the San Luis Obispo County, it is helpful to place these policies within the 

context of policies that have been implemented in neighboring communities.   

 

• Definition of Terms – This brief list of terms is intended to define terms commonly used 

in nexus studies. 

 

A-II.  CALCULATION OF HOUSING AFFORDABILITY GAP  

 
In most communities there are some households that are unable to afford to purchase or rent 

housing units at market rate prices.   The difference between what households can afford to pay 

and the actual cost of market rate housing is referred to as the housing affordability gap.  This 

affordability gap is used to define housing impact and in-lieu fees for use in a jurisdiction’s 

inclusionary housing program. 

 

There are three steps in calculating the housing affordability gap.   

 

• Estimate affordable rents and sales prices. 
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• Estimate development costs of modest housing.16 

• Calculate the difference between a supportable mortgage based on affordable rents and 

estimated development costs for rental housing and the difference between affordable 

sales prices and the costs of developing ownership housing.   The average of these two 

figures defines the housing affordability gap. 

 

Affordable Rents and Sales Prices 
 

The first step in the process of determining an affordability gap is to calculate how much 

households in targeted income categories can afford to pay for housing.  The income groups for 

renters analyzed in this study include very low-income households (those earning 50% AMI) and 

low-income households (those earning between 50% and 80% AMI).  The income groups for 

owners, include moderate-income owner households (those earning between 81% and 120% 

AMI) and work force income owner households (those earning between 121% AMI and 160% 

AMI).17   It is assumed that moderate-income and work force income households purchase units, 

and that low- and very low-income households rent units. 

 

Table A-1 presents affordable rents for lower-income households and affordable sales prices for 

low- to moderate-income households.  As noted in Table A-1, it is assumed that the maximum 

affordable rent, including utilities, is 30% of income.  For homeowners it is assumed that the 

maximum monthly housing cost (mortgage payment, mortgage insurance, property taxes, 

property insurance, and homeowner association fees) is 35% of income.18  This analysis also 

assumes an interest rate of 3.75% (a historically low rate), a 30-year loan term, and a 95% loan 

to value ratio as loan terms for homebuyers.   

 

The following examples illustrate how to interpret Table A-1: 

 

                                                 
16 For the purposes of this study, modest housing is defined as new units in multifamily rental and for-sale units in 
townhomes and condominiums, which are more affordable than new single family, detached units.  
17While the above income categories determine income eligibility limits for program purposes, this analysis defines 
affordable rents and sales prices on the basis of slightly lower incomes.  For renters, incomes used are 50% AMI and 
70% AMI, and for buyers, incomes are targeted at the 110% AMI and 150% AMI levels.   
18 This study includes estimates of homebuyers’ incomes and affordable housing costs for two different groups of 
buyers.  The first group consists of market rate buyers.  It is assumed that these buyers pay 30% of their gross 
incomes for housing costs.  The housing costs include mortgage payments (assuming a 20% down payment), 
property taxes, and property insurance.  These calculations are based on the rates and terms that applied to market 
rate loans offered in Summer 2012.  The second group of buyers consists of affordable homebuyers.  It is assumed 
that these buyers take advantage of FHA loans that require only a five percent down payment.  However, due to a 
lower down payment, the housing costs they pay also include mortgage insurance. In addition, it is assumed that 
affordable buyers would be purchasing homes in townhome or condominium developments and hence homeowner 
association fees would be required.  Because of the use of FHA loans which include the additional cost of mortgage 
insurance and the additional housing costs, the percentage of income allocated for housing costs (35%) is slightly 
higher than it is for the market rate buyers at 30%.    
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• A household of four can afford to buy a house priced between $364,749 and $513,242, 

depending on whether it is a moderate-income or work force income household.   

 

• A very low-income household of four can afford to pay up to $876 for net rent (gross rent 

minus utilities). 
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Table A-1:  San Luis Obispo County Affordable Rents and Sales Prices 
 

RENTAL HOUSING           

Unit Size Studio 1 Bedroom 2 Bedroom 3 Bedroom 4 Bedroom 

Number of Persons in Household 1 2 3 4 5 

Very Low-Income Households at 50% of 2012 Median Family Income      

Income Level $26,400 $30,200 $33,950 $37,700 $40,750 

Maximum Gross Rent (1) $660 $755 $849 $943 $1,019 

Maximum Net Rent (2) $627 $714 $792 $876 $939 

Low Income Households at 70% of 2012 Median Family Income      

Income Level $36,960 $42,280 $47,530 $52,780 $57,050 

Maximum Gross Rent (1) $924 $1,057 $1,188 $1,320 $1,426 

Maximum Net Rent (2) $891 $1,016 $1,131 $1,253 $1,346 
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FOR-SALE HOUSING      

Unit Size Studio 1 Bedroom 2 Bedroom 3 Bedroom 4 Bedroom 

Number of Persons in Household 1 2 3 4 5 

Moderate-Income Households at 110% of 2012 Median Family Income      

Maximum Income Level Used for Payment Calculations $58,080 $66,330 $74,635 $82,940 $89,595 

Monthly Income $4,840 $5,528 $6,220 $6,912 $7,466 

Maximum Housing Payment (3) $1,694 $1,935 $2,177 $2,419 $2,613 

Deductions for Property Taxes, Homeowners Association Dues, Mortgage 
Insurance, and Property Insurance. $548 $599 $663 $714 $755 

Available for Mortgage Payment $1,146 $1,336 $1,514 $1,705 $1,858 

Maximum purchase price @3.75% Interest Rate and 95% LTV $245,163 $285,783 $323,859 $364,749 $397,515 

      

Moderate-Income Households at 150% of 2012 Median Family Income      

Maximum Income Level Used for Payment Calculations $79,200 $90,450 $101,775 $113,100 $122,175 

Monthly Income $6,600 $7,538 $8,481 $9,425 $10,181 

Maximum Housing Payment (3) $2,310 $2,638 $2,968 $3,299 $3,563 

Deductions for Property Taxes, Homeowners Association Dues, Mortgage 
Insurance, and Property Insurance. $691 $760 $830 $900 $956 

Available for Mortgage Payment $1,619 $1,878 $2,138 $2,399 $2,608 

Maximum purchase price @3.75% Interest Rate and 95% LTV $346,335 $401,725 $457,484 $513,242 $557,923 
 
(1)   30% of income devoted to maximum monthly rent, including utilities 
(2)   Gross rent less monthly utilities. 
(3)   35% of income available for monthly housing costs. 
Sources:   HCD FY 2012 Income Limits for San Luis Obispo County; San Luis Obispo County Department of Planning and Building;  
  San Luis Obispo Housing Authority, and Vernazza Wolfe Associates, Inc. 
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Costs to Develop Housing 
 

Background 

 

The next step is to estimate the costs to develop new units of modest housing.19  In San Luis Obispo 

County, modest housing is defined as new units in multifamily rental properties and for-sale units in 

condominiums and townhomes.  New single family homes are not included in this discussion, since 

they are less affordable.  

 

Ideally, these cost estimates would be based on recently constructed market rate rental and 

condominium housing projects.  At present, there are only a limited number of active projects (due 

to current market conditions).20  Illustrating this point of a drop in development activity, Table A-2 

summarizes housing unit permit information provided by the State of California, Department of 

Finance. Based on this information (and excluding mobile homes), the annual average of new units 

was 943 between 2002 and 2007, and dropped to 337 annually between 2008 and 2012.  

 

Table A-2:  San Luis Obispo County, Housing Unit Change 2002-2012 

Year 

Total 
Housing 

Units 

Average 
Annual 
Increase  Detached Attached 2 to 4 5 Plus 

Mobile 
Homes 

Occupied 
Units 

2002 42,122  31,452 1,278 1,897 1,208 6,287 36,755 

2003 42,952  32,122 1,278 1,926 1,208 6,418 37,479 

2004 43,506  32,557 1,278 1,940 1,208 6,523 37,962 

2005 44,660  33,403 1,278 2,087 1,213 6,679 38,969 

2006 45,620  34,157 1,276 2,167 1,213 6,807 39,807 

2007 46,835  34,810 1,683 2,205 1,213 6,924 40,867 

2008 47,575  35,412 1,683 2,259 1,218 7,003 41,513 

2009 48,285  35,931 1,683 2,390 1,218 7,063 42,133 

2010 49,786  36,229 1,710 2,389 2,347 7,111 43,588 

2011 48,637  37,377 1,482 2,239 1,242 6,297 40,449 

2012 48,921  37,633 1,482 2,239 1,242 6,325 40,685 

Increase 2002-2007 4,713 943 3,358 405 308 5 637 4,112 

Increase 2008-2012 1,346 337 2,221 -201 -20 24 -678 -828 

Source:  Table 2: E-5 County/County Population and Housing Estimates, 2002-2012.  

                                                 
19 For the purposes of the housing affordability gap analysis, development costs of new units are used in the 
calculations and not the costs of existing housing.  While some economists use existing sales prices for these costs, a 
reliance on existing prices would not include rental housing unit costs.  Another approach taken in some nexus 
studies is to use sales price per SF as a proxy measure for development costs.  However, given that prices, in some 
cases, have dropped for new housing units, this approach is not very accurate.  Costs estimated in this way would 
not really reflect the true cost of current development.    
20 Local developers interviewed for this study mentioned that prices have dropped below the point of financial feasibility; 
thus, there are very few housing starts.   One developer mentioned that the only way he could sell the townhomes in his 
recent development was to drop the prices to the inclusionary price range.  This price drop did not allow the developer to 
recoup original costs. Another developer mentioned that there is almost no action in development now.  The decline in 
residential construction activity also affects land values.  
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Development Costs 

 

It was possible to obtain costs on five current developments.  Costs on three of these were carried 

forward into the analysis.  These developments include one market rate project (Dove Creek) 

located in Atascadero.  Dove Creek includes townhomes and single family homes.21 Costs obtained 

from two affordable developments – Courtland Apartments in Atascadero and Oak Park I in Paso 

Robles were also included in modeling costs.  The square foot cost figure that was developed from 

these sources is $305/SF.  This figure includes all costs, including land, and reflects this mix of 

developments.  The costs utilized are considered “wholesale” costs because profit is not included, 

although developer’s fees are included.22   

 

Table A-3 presents the cost information.  Development costs for modest ownership housing 

range from $205,875 to $457,500, and development costs per unit for rental housing range from 

$167,750 to $381,250. 

 

Table A-3:  San Luis Obispo County Estimated Costs to Develop Housing 

 Unit Size Development Cost (1) 

Rental   

Studio 550 $167,750 

One-Bedroom 650 $198,250 

Two-Bedroom 880 $268,400 

Three-Bedroom 1,075 $327,875 

Four-Bedroom 1,250 $381,250 

For-Sale   

Studio 675 $205,875 

One-Bedroom 925 $282,125 

Two-Bedroom 1,200 $366,000 

Three-Bedroom 1,400 $427,000 

Four-Bedroom 1,500 $457,500 
(1) Total Development Costs are based on $305/SF for rental and for-sale units 
 
Sources:  Oak Park I Tax Credit Application (Paso Robles Housing Authority) 
Courtland Apartments (People's Self-Help Housing), Dove Creek (Robbins|Reed), and 
Vernazza Wolfe Associates, Inc. 

 

                                                 
21 Cost information included here is from the townhome units. 
22 The rationale for this approach is as follows:  It is likely that the rental housing to be developed with residential 
housing impact fees would be targeted to very low- and low-income households.  Market rate developers do not 
construct for this segment of the market, whereas non-profit developers do.  Non-profit developers do not earn 
profits, only fees.  In the case of for-sale housing affordable to moderate-income and work force households, it is 
assumed that either a non-profit entity constructs the units, or the units are constructed by a developer of work force 
housing, operating with a low-profit margin. 
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Housing Affordability Gap Calculation 
 

The final step in the affordability gap calculation is to put together the cost estimates and the 

information on ability to pay to determine the amount of the housing affordability gap.  For the 

purposes of developing a residential housing impact fee, it is necessary to calculate an average 

gap figure that includes both tenure groups, and for each tenure group, the average covers two 

income groups as well as five unit sizes (studios up to four-bedroom units).   

 

Tables A-4 and A-5 present housing affordability gap information for the two tenure groups.  It 

assumes that one person occupies a studio unit, two persons occupy a one-bedroom unit, three 

person households occupy two-bedroom units, four person households occupy three-bedroom 

units, and five person households occupy four-bedroom units.   These same occupancy standards 

apply to the for-sale gap calculations as well.  For renters, the gap is defined as the difference 

between development costs and supportable debt based on net operating income.  The average 

gap per unit ($216,782) is calculated based on the five unit sizes for the two income groups (very 

low-income and low-income).    

 

Table A-5 presents detailed affordability gap information on for-sale housing under the financing 

scenario defined in Table A-1.  For ownership housing, the gap is defined as the difference 

between the sales price that a household can pay and the cost to develop a modest unit.  Similar 

to the rental housing gap calculation, the average gap per unit is calculated based on the five unit 

sizes for the two income groups (moderate-income and work force income).   Although there is a 

gap for the 110% median income group, there is no gap for the work force group.  When the 

affordability gaps of these two income groups are averaged together, the results indicate that 

there is no buyer affordability gap at present.   

 

The final step is to combine the rental housing and for-sale housing gaps. The results of this final 

computation are presented in Table A-6 and indicate an average gap figure of $108,391, which 

can be rounded to $108,000.23  It is important to remember that changes in development costs, 

loan assumptions or household incomes will directly impact these gap calculations.  

                                                 
23 The housing affordability gap figure calculated for this study is an average of the gaps for rental and for-sale 
housing.  The rationale for using this average is that affordable housing to be developed with housing trust funds 
could either be rental or for-sale housing.  If only the rental housing gap figure is used for the fee analysis, the result 
will be higher fees for all housing types, since the rental housing gap amount is more than double the for-sale gap 
amount. 
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Table A-4:  Housing Affordability Gap Information for Very Low- and Low-Income Renter Households 

Percent of 
Median 
Income 

# of 
Bed-

rooms 

Area 
(SF) 

Maximum 
Monthly 
Rent (1) 

Gross 
Income 

Net 
Operating 
Income (2) 

Monthly 
Debt Service 

(3) 

Supportable 
Loan 

Development 
Costs (4) 

Affordability 
Gap 

50% Studio 550 $627 $7,524 -$2,559 -$171 $0 $167,750 $167,750 

50% 1 650 $714 $8,568 $1,440 $96 $17,878 $198,250 $180,372 

50% 2 880 $792 $9,501 $2,326 $155 $28,885 $268,400 $239,515 

50% 3 1,075 $876 $10,506 $3,281 $219 $40,742 $327,875 $287,133 

50% 4 1,250 $939 $11,265 $4,002 $267 $49,697 $381,250 $331,553 

70% Studio 550 $891 $10,692 $3,457 $230 $42,937 $167,750 $124,813 

70% 1 650 $1,016 $12,192 $4,882 $325 $60,633 $198,250 $137,617 

70% 2 880 $1,131 $13,575 $6,196 $413 $76,950 $268,400 $191,450 

70% 3 1,075 $1,253 $15,030 $7,579 $505 $94,116 $327,875 $233,759 

70% 4 1,250 $1,346 $16,155 $8,647 $576 $107,388 $381,250 $273,862 

Average Affordability Gap             $216,782 
 

(1) Household income figures used here are based on HUD/HCD FY 2012 Income Limits.      

(2) Amount available for debt.  Assumes a  5% vacancy rate and $6,700 per unit for operating expenses.    

(3) Assumes 5.0%, 30 year loan and 1.25 debt coverage ratio.    

(4) Based on costs presented in Table A-3.    

    

Source:  Vernazza Wolfe Associates, Inc.   
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Table A-5:  San Luis Obispo County For-Sale Affordability Gap Figure for Moderate-
Income and Work Force Households (110% and 150% AMI) 

Percent of 
Median 
Income 

# of Bedrooms 
Area 
(SF) 

Affordable 
Sales Prices  

Development 
Costs (1) 

Affordability 
Gap (2) 

110% Studio 675 $245,163 $205,875 -$39,288 

110% 1 925 $285,783 $282,125 -$3,658 

110% 2 1,200 $323,859 $366,000 $42,141 

110% 3 1,400 $364,749 $427,000 $62,251 

110% 4 1,500 $397,515 $457,500 $59,985 

Average Affordability Gap     $24,286 

150% Studio 675 $346,335 $205,875 -$140,460 

150% 1 925 $401,725 $282,125 -$119,600 

150% 2 1,200 $457,484 $366,000 -$91,484 

150% 3 1,400 $513,242 $427,000 -$86,242 

150% 4 1,500 $557,923 $457,500 -$100,423 

Average Affordability Gap     -$107,642 

Combined Average Gaps     -$41,678 

 
(1)  Development costs are based on the assumption of $305/SF.  
(2)  The gap is the difference between housing development costs and affordable sales prices. 
 
Source:  Vernazza Wolfe Associates, Inc. 

 

Table A-6:  Average Housing Affordability Gap 

Average For-Sale Affordability Gap (1) $0 

Average Rental Affordability Gap (2) $216,782 

Average Affordability Gap for Renters and Owners (3) $108,391 
(1)  See Table A-4.  
(2)  See Table A-5.  
(3)  The average gap is based on the affordability gaps for renters and owners.  
 
Source:  Vernazza Wolfe Associates, Inc.  

 
A-III.  EXPLANATION OF NEXUS ANALYSIS 

 

A nexus analysis assumes that the development of new market rate housing units creates a 

situation in which low-wage households need to move to San Luis Obispo County in order to 

provide goods and services to the buyers of newly built market rate housing.  In the absence of 

market rate residential growth, new employees would not be needed, and hence there would not 

be a need for a residential housing impact fee.  Since the County exempts rental housing from its 

Ordinance, only new, for-sale housing is included in this analysis. 
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The first step in a nexus analysis is to estimate the incomes of the households who purchase new 

units.  The second step is to estimate expenditures on retail goods and services.  The final step is 

to estimate employment growth associated with these expenditures and to derive demand for 

affordable housing based on this employment growth.  

 

Incomes of Buyers of New Homes 
 

In order to estimate the number of new employees associated with new residential development, 

it is necessary to examine economic impacts in a linked analysis.  A starting point of this analysis 

is to estimate household incomes of buyers of new homes in the unincorporated area of San Luis 

Obispo County.  These incomes are then used in a consumer expenditure model to estimate new 

household expenditures for goods and services.  The second, linked step is to estimate the 

multiplier effects that these new household expenditures could create in terms of employment 

and employee wages.   

 

For the 18 month period (January 2011 – June 2012), there were 73 home sales of newly built 

homes on parcels that were five acres or less.  The average sales price was $530,765, and the 

median sales price was $469,000.  Table A-7 lists these home sales 

 

Table A-7:  List of New Homes Sold in Unincorporated San Luis Obispo County (2011-
2012)  

APN Sale Date 
Sale 
Amount Location 

Square 
Feet 

Eff 
YB Beds Baths Lot SF 

090-444-005 10-Feb-12 $180,000 NIPO   1,200 2009 3 2 7,700 

021-157-008 13-May-11 $230,000 SMIG   1,451 2010 3 2 7,500 

021-157-002 06-Jul-11 $230,000 SMIG   1,557 2010 3 2 5,858 

021-157-011 15-Feb-11 $262,000 SMIG   1,742 2010 4 2 11,337 

021-157-001 07-Jan-11 $269,000 SMIG   1,742 2010 4 2 11,337 

038-162-033 04-May-12 $270,000 LSOS   880 2010 2 1 6,250 

062-075-020 12-Aug-11 $300,000 OCNO   1,484 2011 3 2.5 3,609 

092-271-015 30-Sep-11 $308,700 NIPO   1,641 2010 3 2 6,660 

062-075-019 26-Jul-11 $309,000 OCNO   1,415 2011 3 2.5 3,607 

062-075-017 10-Aug-11 $318,000 OCNO   1,415 2011 3 2.5 3,607 

062-075-042 23-Nov-11 $320,000 OCNO   1,415 2011 3 2.5 3,942 

062-075-018 30-Nov-11 $320,000 OCNO   1,415 2011 3 2.5 3,607 

062-075-041 22-Jul-11 $330,000 OCNO   1,415 2011 3 2.5 3,609 

062-261-083 29-Feb-12 $335,000 OCNO   1,835 2009 3 3 6,000 

092-571-031 28-Jan-11 $340,000 NIPO   1,944 2010 3 2 9,278 

040-287-037 04-Nov-11 $349,000 TEMP   1,469 2011 3 2.5 7,841 

040-287-039 12-Oct-11 $359,000 TEMP   1,476 2011 3 2.5 10,890 

069-141-027 09-Nov-11 $367,000 SMGR   1,640 2011 3 2 7,500 

069-141-026 04-Aug-11 $370,000 SMGR   1,640 2011 3 2 7,500 

062-075-030 04-Nov-11 $370,000 OCNO   2,066 2011 4 2.5 3,798 
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APN Sale Date 
Sale 
Amount Location 

Square 
Feet 

Eff 
YB Beds Baths Lot SF 

040-287-035 18-Jan-12 $377,000 TEMP   1,702 2010 4 2.5 8,712 

012-193-002 15-Jul-11 $378,500 HERT   2,056 2011 3 2 13,532 

012-197-016 18-May-12 $379,000 HERT   1,976 2011 3 2 14,871 

091-611-012 16-Mar-12 $379,123 WDLD   2,130 2011 3 3 1,408 

040-287-034 29-Sep-11 $399,000 TEMP   1,775 2011 4 2.5 10,019 

091-611-007 12-Jan-11 $415,000 WDLD   2,130 2010 3 3 1,408 

092-123-069 09-Dec-11 $420,000 NIPO   2,445 2011 4 2 20,000 

092-123-076 06-May-11 $424,000 NIPO   1,828 2010 4 2 28,862 

039-415-013 31-Oct-11 $433,000 TEMP   2,115 2011 4 3 26,136 

092-123-080 14-Apr-11 $450,000 NIPO   2,431 2011 4 2 23,039 

091-701-054 27-May-11 $450,000 WDLD   1,669 2010 2 2 7,768 

091-701-020 08-Dec-11 $451,686 WDLD   1,835 2011 3 2 6,998 

039-415-011 30-Aug-11 $453,000 TEMP   2,198 2011 3 2.5 17,860 

092-561-042 09-Dec-11 $455,000 NIPO   1,692 2009 3 2 44,867 

092-123-072 16-Aug-11 $460,000 NIPO   2,431 2011 4 2 20,444 

091-702-037 31-Mar-11 $465,000 WDLD   1,669 2010 2 2 8,406 

092-123-077 24-Feb-11 $469,000 NIPO   2,431 2010 4 2 21,282 

091-701-010 15-Sep-11 $486,486 WDLD   1,835 2011 2 2 8,921 

091-702-038 28-Apr-11 $487,074 WDLD   1,835 2010 2 2 7,949 

039-415-012 13-Jan-12 $499,900 TEMP   2,143 2011 3 3 17,860 

091-701-019 16-Nov-11 $520,023 WDLD   1,989 2011 3 2 6,906 

091-702-036 30-Mar-11 $524,000 WDLD   1,989 2010 2 2 8,944 

092-123-078 18-Feb-11 $529,000 NIPO   2,431 2010 4 2 21,057 

091-702-028 13-May-11 $540,150 WDLD   2,073 2010 2 2 8,271 

091-702-009 30-Jun-11 $545,000 WDLD   2,073 2010 2 2 6,961 

076-201-080 18-May-12 $550,000 AVLB   1,764 2011 3 3 3,922 

091-701-009 21-Dec-11 $554,700 WDLD   2,073 2011 2 2 7,710 

091-702-039 15-Jul-11 $555,108 WDLD   2,072 2011 2 2 8,600 

091-704-021 06-Jan-12 $565,000 WDLD   2,171 2011 3 3 5,078 

091-701-058 15-Apr-11 $604,202 WDLD   1,835 2010 2 2 6,783 

091-701-011 19-Dec-11 $606,511 WDLD   2,073 2011 2 2 9,176 

091-704-020 26-Jan-11 $625,000 WDLD   2,325 2010 3 3 7,541 

091-202-069 30-Sep-11 $625,000 RSC    3,115 2011 4 4 94,961 

091-701-045 20-Apr-11 $670,719 WDLD   2,045 2011 2 2 6,510 

091-701-031 29-Jul-11 $673,000 WDLD   2,558 2010 2 2.5 7,775 

091-701-056 27-Oct-11 $683,803 WDLD   2,073 2010 2 2 8,584 

091-507-005 29-Dec-11 $687,348 WDLD   2,390 2011 3 3 8,431 

064-411-038 26-Apr-11 $690,000 CAYU   2,555 2009 3 2.5 2,800 

091-702-002 29-Dec-11 $699,000 WDLD   2,177 2011 2 3 7,875 

091-701-050 14-Apr-11 $709,990 WDLD   2,309 2010 2 2.5 9,169 

091-701-022 13-Jul-11 $714,990 WDLD   2,390 2011 2 2.5 7,947 

076-164-052 11-Jan-12 $718,000 AVLB   2,183 2011 3 2.5 4,823 

091-701-017 16-Sep-11 $720,820 WDLD   2,057 2011 2 2 7,557 

091-701-026 03-Mar-11 $721,694 WDLD   2,073 2010 2 2 8,475 

091-608-027 15-Dec-11 $721,929 WDLD   2,558 2011 3 2.5 9,252 

091-701-057 16-Mar-11 $734,500 WDLD   2,390 2010 2 2.5 8,395 
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APN Sale Date 
Sale 
Amount Location 

Square 
Feet 

Eff 
YB Beds Baths Lot SF 

076-164-042 07-Apr-11 $735,000 AVLB   2,085 2010 3 2.5 4,377 

091-701-044 31-Mar-11 $768,000 WDLD   2,760 2010 3 3 7,635 

091-506-024 18-Nov-11 $850,435 WDLD   3,894 2011 4 3.5 16,471 

091-701-052 30-Jun-11 $874,521 WDLD   2,812 2011 3 2.5 10,175 

091-701-051 29-Apr-11 $899,927 WDLD   2,759 2011 2 2.5 9,984 

075-042-016 23-Dec-11 $1,425,000 RSC    4,576 2009 4 3.5 205,603 

044-091-055 20-Jan-11 $1,835,000 RSLO   5,236 2010 3 3.5 130,680 

Average  $530,765  2,096  3 2 15,345 

Median  $469,000  2,066  3 3 7,949 
Source:  San Luis Obispo County Assessor’s Office (2012) 
 

The following assumptions were made in order to calculate the incomes of the buyers of these 

homes.24  

 

• Fixed rate, 30-year term, 20 percent down payment, and an interest rate of 3.75%.  

• Thirty percent of income to cover housing costs. 

• Housing costs include amortized mortgage payments, fire and hazard insurance 

(computed as .0035 of sales price), and property taxes (1.03% of sales price) 

 

Based on these sales prices presented above, Table A-8 provides the household income 

information that is used as a key input in the IMPLAN3 Model. 

 

                                                 
24 Note:  Slightly different financing and cost assumptions were used to calculate estimated incomes of buyers of 
new homes.  The differences are as follows: 

 
Market Rate 
Buyers 

Moderate-Income/ 
Work Force Buyers 

Percent of Income for Housing Costs 30% 35% 

Interest Rate 3.75% 3.85% 

Property Taxes 1.03% Same 

HOA Fees No Yes - $2,400 annually 

Mortgage Insurance No 
Yes - 0.5% of loan 

amount 

Property Insurance Yes Yes 

Down Payment 20% 5% 

 

Page 38 of 56



Attachment B - Residential Housing Impact Fee Nexus Study 
_______________________________________________________________________________________________ 

Vernazza Wolfe Associates, Inc.                                                                                                           A-14                                                                                                                                    

 

Table A-8: Income Distribution of Buyers of New Homes in Unincorporated San Luis 
Obispo County (2011-2012) 
Income Category Number of Buyers 

Less than $10,000 0 

$10,000-$15,000 0 

$15,000-$25,000 0 

$25,000-$35,000 0 

$35,000-$50,000 3 

$50,000-$75,000 21 

$75,000-$100,000 16 

$100,000-$150,000 27 

Over $150,000 6 

Total 73 

 Source:  Vernazza Wolfe Associates Inc. 

 

Multiplier Impact Analysis Methodology 
 

The estimate of an increase in employment in unincorporated San Luis Obispo County is based 

on an economic multiplier analysis.  The economic multiplier analysis was conducted in two 

stages.   The first stage estimates the household demand for retail goods and personal services. It 

is assumed that buyers of new homes in the unincorporated areas of San Luis Obispo County 

increase demand for goods and services in the County.  This demand is based on the projected 

incomes of these homebuyers, as described above. The second stage estimates the multiplier 

effects that this new household demand creates in terms of employment and labor income.   

 

Market Area Definition and Household Characteristics 

 

This analysis created an input-output model for San Luis Obispo County in order to estimate the 

multiplier effects resulting from the new households that recently purchased homes.  This model 

can estimate economic impacts resulting from changes in industrial output, employment, income, 

and value added.  In this case, all of the multiplier effects derive from new demand for goods and 

local services (including government) that new households would generate.  It does not account 

for economic impacts generated during the construction period.   

 

The application used to interpret the data and generate the impact calculations is IMPLAN3 

(2010).  This application calculates impacts and buyer-supplier relationships for 440 individual 

industry and commodity categories. The industry classification system used in the IMPLAN 

model roughly approximates, but still differs significantly from the commonly used Standard 

Industry Classification (SIC) and North American Industry Classification System (NAICS).  The 

input-output matrices that form the main database come from the 2010 Bureau of Labor 

Statistics. The analysis used an aggregated county-specific dataset (using ZIP code aggregations) 
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for the unincorporated area of San Luis Obispo County.   (A list of these ZIP codes is presented 

in Table A-9.) 

 
Table A-9:  List of Zip Codes for Unincorporated San Luis Obispo County 

93402 (Los Osos, San Luis Obispo County) 93444 (Nipomo, San Luis Obispo County) 

93412 (Los Osos, San Luis Obispo County) 93445 (Oceano, San Luis Obispo County) 

93424 (Avila Beach, San Luis Obispo County) 93451 (San Miguel, San Luis Obispo County) 

93428 (Cambria, San Luis Obispo County) 93452 (San Simeon, San Luis Obispo County) 

93430 (Cayucos, San Luis Obispo County) 93453 (Santa Margarita, San Luis Obispo County) 

93432 (Creston, San Luis Obispo County) 93461 (Shandon, San Luis Obispo County) 

93435 (Harmony, San Luis Obispo County) 93465 (Templeton, San Luis Obispo County) 

 
 

The economic impacts estimated by the model fall into one of three categories -- direct, indirect, 

and induced.  For this analysis, the direct impacts represent the household income brought into 

the community by new residents.  Indirect impacts would normally result from demand for 

commodities and services provided by suppliers for business operations.  Because the direct 

impacts come only from household spending, and not from business activity, the indirect effects 

were not calculated.  Induced impacts represent the potential effects resulting from household 

spending at local businesses by the new workers hired for the new jobs estimated under the direct 

impacts.  These impacts generally affect retail businesses, health services, personal services 

providers, and government services.25   

 

The IMPLAN3 model differentiates household income impacts by income group.  Because of 

this function, the analysis separated the home buyers based on these income groups.  The 

analysis distributed the new households into the IMPLAN3 income groups and calculated the 

economic impacts based on the total income calculated within each of these income groups.   

 

In addition, the input-output model accounts for in-commuting and leakage in calculating the 

induced impacts.  The analysis accounts for household demand captured by unincorporated San 

Luis Obispo County businesses.      

 

Occupational Analysis 

 

The occupational analysis focused on the induced jobs that would be created through local 

spending by the new households.  The input-output model estimates the job impacts by detailed 

                                                 
25 For those familiar with the IMPLAN input-output model, there may be a question regarding indirect employment 
impacts.  The previous version of the IMPLAN Model would distribute incomes of the new residents into multiple 
sectors as a direct impact, and utilize that distribution to calculate the indirect and induced impacts.  The updated 
IMPLAN3 model treats everything as an induced impact.  So, those employment impacts that were formerly 
reported separately as indirect and induced impacts are now combined and referred to as induced impacts. 
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industry sector.  The analysis took the detailed industry impact estimates and distributed them by 

occupational category.  The occupational employment data used in the analysis came from the 

California Employment Development Department (EDD) Labor Market Information Division, 

and aggregates together data for all of California. After converting the industry level data into 

occupational employment, this analysis estimated the income distribution using the occupational 

wage data for San Luis Obispo County.  The mean (or average) wage by occupation was used to 

make this calculation.  The 2012 (1st Quarter) occupational wage data also comes from 

California EDD. 

 

Industry and employment impacts, as well as occupation wage data used in the Nexus Analysis, 

are presented in Tables A-10 and A-11. 

 

Table A-10:  Summary of Industry Impacts from New Households 
 

NAICS 
Code Industry Description 

Calculated 
Average 

Wage 
Induced 

Jobs 
 Total all occupations  32.65 

11 Forestry, fishing, hunting, and agriculture $53,240 0.30 

21 Mining $55,082 0.00 

22 Utilities $48,716 0.15 

23 Construction $56,930 0.19 

31 Manufacturing $49,293 0.44 

42 Wholesale trade $43,992 0.97 

44 Retail trade $39,823 4.54 

48 Transportation & warehousing $36,734 0.40 

51 Information $52,586 0.14 

52 Finance & insurance $49,379 1.21 

53 Real estate & rental & leasing $51,355 2.70 

54 Professional, scientific & technical services $61,771 1.62 

55 Management of companies & enterprises $57,511 0.01 

56 Admin, support, waste mgt, remediation services $43,075 1.26 

61 Educational services $51,414 0.12 

62 Health care and social assistance $55,014 5.22 

71 Arts, entertainment & recreation $35,848 1.21 

72 Accommodation & food services $25,385 5.94 

81 Other services (except public administration $37,205 3.53 

91 Government $54,850 2.67 

 
(1) Average wage is calculated based on the mean occupational wages and the average statewide distribution of 
occupations for each industry. 
 
Sources: Applied Development Economics, IMPLAN3, and California Labor Market Information Division (2012) 
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Table A-11:  Summary of Induced Employment Impacts by Occupational Title (1) 

 

SOC 
Code Occupational Title 

Mean 
Annual 
Wage Induced Jobs 

35-0000 
Food Preparation and Serving-Related 
Occupations $21,818 5.58 

45-0000 Farming, Fishing, and Forestry Occupations $23,739 0.16 

37-0000 
Building and Grounds Cleaning and Maintenance 
Occupations $26,909 1.22 

39-0000 Personal Care and Service Occupations $27,854 2.40 

31-0000 Healthcare Support Occupations $30,697 1.05 

53-0000 Transportation and Material Moving Occupations $31,825 1.71 

43-0000 Office and Administrative Support Occupations $36,409 5.46 

41-0000 Sales and Related Occupations $36,802 4.26 

51-0000 Production Occupations $39,813 0.72 

27-0000 
Arts, Design, Entertainment, Sports, and Media 
Occupations $49,370 0.38 

49-0000 Installation, Maintenance, and Repair Occupations $51,589 1.26 

21-0000 Community and Social Services Occupations $53,149 0.51 

25-0000 Education, Training, and Library Occupations $53,398 0.46 

47-0000 Construction and Extraction Occupations $58,173 0.34 

33-0000 Protective Service Occupations $61,867 0.71 

13-0000 Business and Financial Operations Occupations $66,037 1.37 

15-0000 Computer and Mathematical Occupations $66,627 0.50 

19-0000 Life, Physical, and Social Science Occupations $75,302 0.21 

17-0000 Architecture and Engineering Occupations $78,632 0.34 

29-0000 
Healthcare Practitioners and Technical 
Occupations $83,387 1.98 

23-0000 Legal Occupations $84,546 0.20 

11-0000 Management Occupations $97,034 1.83 

  Total all occupations   32.65145 (rounded to 33) 

(1) Payroll and employment data only includes wage-and-salary workers, and does not include proprietors or self-
employment.  Household demand is assumed to equate with direct economic impacts from new households.   
 
Sources: Applied Development Economics, IMPLAN3, and California Labor Market Information Division (2012). 
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Nexus Analysis Results 
 

The employment information generated by the IMPLAN3 Model requires several adjustments in 

order to estimate the number of new households that will move to unincorporated San Luis 

Obispo County and need affordable housing.  

 

• First, this study assumes that 39% of all new employees will live in unincorporated San 

Luis Obispo County. This number represents the percentage of San Luis Obispo County 

workers who currently live in unincorporated San Luis Obispo County. This adjustment 

factor of 39% is then applied to the total growth in employment (33 employees) identified 

above, so that total employment growth is reduced to 13 new employees.   

 

• The next step is to convert the number of new employees (new wage earners) into new 

households.  Since there are many households with two wage earners, household growth 

will be less than employment growth. According to 2000 Census Data, each household in 

the unincorporated area of San Luis Obispo County has 1.78 workers.  So, the adjusted 

number of employees is divided by 1.78 to generate the number of new worker 

households.  Through this approach, the number of new households is then estimated at 

slightly over seven. 

 

• Next, it is necessary to estimate incomes of these new households.  This adjustment 

assumes that all wage-earners in a household earn incomes at the same level.  Thus, the 

estimated income for each new employee as generated by the IMPLAN3 model is 

multiplied by the census estimate of the number of workers per household to generate a 

revised total household income figure that reflects multiple wage earners.  

 

• It is possible that only some of these new households will require housing assistance.  

Thus, it is necessary to refine the new household count by eliminating those households 

whose incomes (combined wages) are above 160% of median household income in San 

Luis Obispo County for a household of two.  This income figure is $96,480 in 2012.  All 

households earning over this amount would be excluded.  Based on the income figures 

provided by the IMPLAN model, this step eliminated two households from the housing 

demand estimate.  

 

• Based on the number of households that fall below the income threshold, the final step is 

to estimate the costs to provide affordable housing for these new households that need 

assistance. This calculation is based on the average affordability gap figure ($108,000) 

defined above.  The total number of households requiring assistance is multiplied by this 

housing gap figure.   The resulting product is the total gap amount. 
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• The final step is to divide the total gap by the number of new housing units in the data set 

for 2011-2012.  This per unit gap defines the upper bound of a residential housing 

impact fee per housing unit that San Luis Obispo County could adopt.   

 

Table A-12 shows these steps for the new units sold in 2011 and 2012.  Based on these 

calculations, the maximum fee per unit is $7,435 which is rounded to $7,450. 
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Table A-12:  San Luis Obispo County Nexus Impacts from New Home Development (Growth in Local Employment and 
Households Presented by Income Groups) 

Induced Effects 

New 
Homes 

Induced 
Jobs (a) 

Average 
Income (b) 

No. of New 
Employees 
Working and 
Living in 
Unincorporated 
SLO (39%)  (c) 

No. of New 
Unincorp. 
San Luis 
Obispo Co. 
Employee- 
Households 
(# of new 
employees 
divided by 
average 
number of 
wage-
earners in a 
HH, or 1.78) 
(d) 

Household 
Income 
Adjustment 
(average 
wage 
multiplied 
by the 
average # of 
wage 
earners per 
household 
(e) 

# of households 
qualifying for 
assistance based 
on SLO County 
Income Cut-off. 
For a HH of 2, 
the workforce 
income 
maximum is 
$96,480 (f) 

Total Gap (# 
of total 
households 
multiplied 
by 
affordability 
gap of 
$108,000) (g) 

Total Fee per 
Unit (Total 
gap divided 
by the No. of 
new houses, 
which is 73) 
(h) 

Less than $10,000 0 n/a 0.0 0.0 $0 0.0   

$10,000-$15,000 0 n/a 0.0 0.0 $0 0.0   

$15,000-$25,000 6 $21,872 2.2 1.3 $38,932 1.3   

$25,000-$35,000 6 $29,203 2.5 1.4 $51,981 1.4   

$35,000-$50,000 11 $37,249 4.2 2.4 $66,303 2.4   

$50,000-$75,000 5 $59,071 2.0 1.1 $105,147 0.0   

$75,000-$100,000 5 $88,191 1.8 1.0 $156,979 0.0   

$100,000-$150,000 0 n/a 0.0 0.0 $0 0.0   

Over $150,000 0 n/a 0.0 0.0 $0 0.0   

Total 33 $43,539 12.7 7.2  5.0 $542,789 $7,435 

(a) Number of induced jobs (generated by the IMPLAN Model) that are related to households moving into new housing units.  
(b) Midpoint of employee income ranges provided by IMPLAN Model 
 (c) Projected number of new employees who will work and live in unincorporated San Luis Obispo County.  Adjustment factor is 39% of new employment. 
(d) The number of new employees is divided by 1.78, the average number of wage earners per household. 
(e) To generate household income, the annual wage of the initial employee (defined by column b) is multiplied by 1.78 to adjust individual employee income to 
household income.  
 (f) Households earning above $96,480(or above 160% AMI for a household of two) are eliminated from analysis. 
(g) The housing gap figure of $108,000 is multiplied by the number of households earning below $96,480 to generate a total gap figure. 
(h) The total gap is divided by the number of housing units utilized in this study (73) to generate a maximum fee per unit. 
 
Sources:  Applied Development Economics and Vernazza Wolfe Associates Inc. 

Page 45 of 56



Attachment B - Residential Housing Impact Fee Nexus Study 
________________________________________________________________________________________________ 

Vernazza Wolfe Associates, Inc.                                                                                                           A-21                                                                                                                             

 

 

A-IV.  IN-LIEU FEE  

 

The in-lieu fee for ownership housing is based on the affordable housing gap analysis presented 

in Table A-6 in the Appendix.  The average housing affordability gap is estimated at $108,000.  

Thus, for every inclusionary unit required, a fee of $108,000 could be justified.  Under the 

current Ordinance, there is a requirement that 20% of units be affordable in a market rate 

development. In other words, for each market rate unit, the in-lieu fee would equal 20% of the 

housing affordability gap.  Therefore a $21,600 per unit fee (one-fifth of $108,000) would be 

justified.  This represents a three percent increase over the current unit fee of ($20,934).  This 

represents only a small increase in the current in-lieu fee that has been adjusted for inflation and 

is lower than overall inflation in shelter costs.  In comparison, during this same period (2007-

2012), the increase in the Shelter Only component of the CPI was 7.4%.26   

 

The County’s fee is based on the size of a unit.27  Table A-13 presents a fee option that is size 

based and excludes units below 900 square feet completely from the fee. The fee is calculated so 

that a new, for-sale housing unit that is the median size (2,100 SF) pays the full in-lieu fee.28   

                                                 
26  During this same period (2007-2012), the increase in the Shelter Only component of the CPI was 7.4%, based on 
the CPI for All Urban Consumers, San Francisco-Oakland-San Jose. 
27 Associated with a size based fee is the exclusion of smaller units from the fee.  Units below 900 square feet are 
not charged a fee. 
28 A data set consisting of new homes sold in 2011 and 2012 was used to calculate the median size of recently built, 
for-sale housing units.   
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Table A-13:  In-Lieu Fee Schedule 

Unit Size (SF) Per Unit Fee 

Under 900 SF Exempt 

900 $9,270 

1,000 $10,300 

1,100 $11,330 

1,200 $12,360 

1,300 $13,390 

1,400 $14,420 

1,500 $15,450 

1,600 $16,480 

1,700 $17,510 

1,800 $18,540 

1,900 $19,570 

2,000 $20,600 

2,100 $21,630 

2,200 $22,660 

2,300 $23,690 

2,400 $24,720 

2,500 $25,750 

2,600 $26,780 

2,700 $27,810 

2,800 $28,840 

2,900 $29,870 

3,000 $30,900 

3,100 $31,930 

3,200 $32,960 

3,300 $33,990 

3,400 $35,020 

3,500 $36,050 

3,600 $37,080 

3,700 $38,110 

3,800 $39,140 

3,900 $40,170 

4,000 $41,200 

(2) The square foot charge is calculated on the basis of the entire in-lieu fee per unit (assuming a 20% 
inclusionary requirement) of $108,000 divided by the median size of newly built ownership units 
(2,100 SF) that sold between 2011 and the first half of 2012. 

Sources: San Luis Obispo County Assessor and Vernazza Wolfe Associates Inc. 
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A-VI.  INCLUSIONARY ZONING POLICIES AND PROGRAMS IN NEIGHBORING 

CITIES AND COUNTIES 

 

As part of the research work for this study, the Consultants surveyed the seven incorporated 

cities in San Luis Obispo County, as well as Santa Barbara, Monterey, and San Benito Counties.  

Table A-14 summarizes the results of this survey.  As this Table indicates, there is wide 

variability in policies.   

 

• Two cities have neither inclusionary policy nor other affordable housing mandates on 

new development. (Paso Robles and Grover Beach) 

• Santa Barbara County charges the highest fees. 

• Some cities have lower project threshold sizes that San Luis Obispo County (Atascadero 

and Arroyo Grande ) 

• One city’s policy (Atascadero) is triggered by a request for a General Plan Amendment or 

zoning change.29 

 

 

  

                                                 
29 Residential developers that seek these changes generally are able to build more housing units on a parcel of land.  
Assessing affordable housing fees in these situations is a type of “land value recapture.”  See the Definition of 
Terms below for an expanded definition of land value recapture.   
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Table A-14:  Inclusionary Housing Policies in San Luis Obispo County Cities and Adjacent Counties 
 

Jurisdiction Policy and Size Threshold Payment Amount Timing of Fees 

San Luis Obispo County 
Applies to developments of two or more 
units. 

Varies based on size of market rate 
units.  A 2,100 SF unit would pay 
$4,187. 

Prior to issuance of any 
construction permit or 
recordation of a final subdivision 
map, or prior to the approval of a 
project’s land use permit when 
no construction permit or 
subdivision map is required.  A 
waiver can be requested to defer 
payment of the in-lieu fees until 
the final permit approval for 
occupancy of new units, or until 
final inspection of future 
development on the subdivided 
lots. 

San Luis Obispo County 
Cities 

  

Arroyo Grande 

The original intent of the Inclusionary 
Zoning policy had been to provide units, not 
pay fees, unless there were fractional units.  
Over the years, however, most major 
projects have negotiated their affordable 
housing requirement, so there was no “one 
size fits all” approach. 
 
Applies to developments of two or more 
units or lots. 

At one point, the fee would have 
been based on the difference in 
price between market rate and 
affordable prices.  At present, 
developers want to renegotiate 
affordability restrictions, given the 
lack of difference between 
affordable and market rate prices.  
Also, developers prefer fees over 
units.  Fees are 2.5% of the 
construction valuation. 

Fees shall be paid prior to 
issuance of the first ministerial 
permit, including but not limited 
to a grading, demolition, or 
building permit, for all or any 
part of the project. 
 
. 
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Jurisdiction Policy and Size Threshold Payment Amount Timing of Fees 

Atascadero.   

Atascadero does not have an Inclusionary 
Ordinance but implements an affordable 
housing policy.  This policy is triggered by a 
developer requesting a general plan 
amendment or zoning changes.  Most 
developers generally require these changes, 
since the General Plan has not been updated 
for quite some time.  Many developers 
received entitlements before the market 
crashed. Now, the developers are building 
again in Atascadero.  Thus, the City’s 
collection of in-lieu fee revenues is 
increasing. Developers can also opt to build 
units instead of paying fees. 
 
Applies to all developments, regardless of 
the number of units. 

In-lieu fees are based on 5% of the 
"construction valuation” of the 
market rate unit.  The City is still 
using the cost table from 2002.   No 
cost modifier used.  

These fees are due at building 
permit issuance.   

Grover Beach 

Grover Beach does not have a policy at this 
time.  However, the latest housing element 
specified that the City will consider 
Inclusionary Zoning in the current planning 
period. 
 

  

Morro Bay  

Minimum inclusionary requirement is one 
unit or 10 percent of the total market rate 
units, which ever is greater to be affordable 
to very low-, low- or moderate-income, 
depending on the City’s needs. Units are 
required, first choice is on-site, second 
choice is off-site.  Third choice is fees. 
 
Applies to all developments of five or more 
units. 

The fees are based on the 
construction cost index multiplied 
by a percentage of affordable units 
required based on project size.  (See 
the 2009 Housing Element, page 
97.)  This percentage reaches 100% 
at 18 units. The fees in Morro Bay 
are slightly higher for larger 
projects than in those cities that 
charge 5% of cost regardless of 
project size. 

Not specified in Housing 
Element. 
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Jurisdiction Policy and Size Threshold Payment Amount Timing of Fees 

Paso Robles 
Paso Robles does not have a policy at this 
time. 

  

Pismo Beach 
Rental Units – 5 unit project threshold.  
Ownership Units – 10 unit project threshold 
size 

In-lieu fees equal to 5% of 
construction valuation. 

These fees are due at building 
permit issuance. 

San Luis Obispo City 
Applies to developments of five or more 
units. 

 
Build 3% low- or 5% moderate- 
income affordable dwelling units, 
but not less than 1 ADU per 
Project, or pay an in-lieu fee equal 
to 5% of building valuation.  A 
2,100 SF unit could pay $10,900. 

In-lieu fees shall be paid prior to 
release of occupancy of the first 
dwelling or for others, prior to 
final subdivision map. 

Surrounding Counties   

Monterey 

Applies to all developments of three or more 
units.  According to the Ordinance, in-lieu 
fees are one-fifth of the difference between 
the affordable sales price of a four-bedroom 
unit at 100% Area Median Income (AMI) 
and the cost of developing an average 
market rate three bedroom unit.  These fees 
are to be updated annually, but so far, the 
fees have not changed since 2000. 

There is a range in fees, depending 
on location within the County.  
Examples:  $55,078 per market rate 
unit in the Greater Monterey 
Peninsula; $9,404 in Greater 
Salinas, and $4,590 in South 
County. 

Prior to issuance of first building 
permit or prior to recordation of 
final map, whichever is 
applicable. 
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Jurisdiction Policy and Size Threshold Payment Amount Timing of Fees 

Santa Barbara30 

The inclusionary program is designed to 
encourage the payment of in-lieu fees to 
meet very low- and low-income inclusionary 
requirements.  Fees are paid at the approval 
stage.  Requirements vary by Housing 
Market Area (HMA).  For example, in the 
North County, there is a 20% requirement 
divided into four income groups evenly (5% 
very low-, 5% low-, 5% moderate- and 5% 
workforce income).  In the South County, 
the requirement is higher and favors more 
moderate-income and workforce units (5% 
very low-, 5% low-, 10% moderate- and 
10% workforce income).   For smaller 
projects (between 5 and 9 lots or units), the 
percentage requirement is 10%. 
 
Applies to all developments of five or more 
units. 
 

Fees for the very low- and low-
income units are based on the 
County’s contribution per unit of 
affordable housing.  This 
contribution does not represent the 
entire affordability gap, just the 
portion that the County would 
cover.  This component ranges from 
$55,700 per unit in North County to 
$108,600 per unit in South County.  
The requirement for moderate-
income and work force housing 
(120%-200% AMI), is generally 
fulfilled through units rather than 
fees.  However, fees range from 
$154,200 in Lompoc to $405,700 in 
South County.   

Fees are due at the building 
permit stage. 

San Benito 

For projects consisting of 3-20 units, fees 
are required.  For larger developments, on or 
off-site units are required, except for 
fractional units.  30% of units must be 
affordable.  However, fees are allowed for 
larger projects if developer can demonstrate 
that this is not feasible. 
 
Not applicable to rental housing.  Project 
threshold size for ownership housing is three 
units. 

For each market rate unit in the 
residential development, the fee 
shall be the difference between the 
cost of purchasing a median price 
home and the cost of providing a 
single family unit that is affordable 
to a four (4) person household with 
an income of 100% of median 
income.  This information is 
updated annually. 

Payment of in lieu fees shall be 
made in full to the County prior 
to recordation of final maps or, 
where the residential 
development is not subject to 
subdivision approval, prior to 
issuance of the first building 
permit for the development, 
unless an inclusionary housing 
agreement otherwise provides. 

Sources:  VWA consultations (August/September 2012) with the Cities of San Luis Obispo, Arroyo Grande, and Atascadero, Paso Robles, Grover Beach, Moro 
Bay, and the nearby counties of Monterey, San Benito and Santa Barbara. 

                                                 
30 The current policy is being reviewed and will likely result in a lower percentage of required affordable units. 
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A-VI.  DEFINITION OF TERMS 

 

Affordable Housing: Under state and federal statutes, housing is defined as affordable if 

housing costs do not exceed 30 to 35 percent of gross household income.   

 

Annual Adjustment Mechanism:  Due to inflation in housing construction costs, it is 

frequently necessary to adjust impact fees.  An index, such as the Consumer Price Index (CPI) or 

a published construction cost index (for example, from the Engineering News Record) is used to 

revise housing fees to reflect inflation in housing construction costs. 

 

Assisted Housing: Housing that has received subsidies (such as low interest loans, density 

bonuses, direct financial assistance, etc.) from federal, state, or local housing programs in 

exchange for restrictions requiring a certain number of housing units to be affordable to very 

low, low, and moderate income households.  

 

Employment Densities:  The amount of square feet per employee is calculated for each property 

use that is subject to a commercial development housing impact fee. Employment densities are 

used to estimate the number of employees that will work in a new commercial development. 

 

Household: The US Census Bureau defines a household as all persons living in a housing unit 

whether or not they are related.  A single person living in an apartment as well as a family living 

in a house is considered a household.  Households do not include individuals living in 

dormitories, prisons, convalescent homes, or other group quarters.   

 

Household Income: The total income of all the persons living in a household. Household 

income is commonly grouped into income categories based upon household size and income, 

relative to the regional median family income.  The following categories are used in the Housing 

Fee Study:  

 

Very Low-Income    Households earning less than 50% of County median family income  

Low-Income  Households earning 51% to 80% of County median family income 

Moderate-Income  Households earning 81% to 120% of County median family income 

Work Force Income Households earning 121% to 160% of County median family income 

 

Housing Affordability Gap:  The affordability gap is defined as the difference between what a 

household can afford to spend on housing and the market rate cost of housing.  Affordable rents 

and sales prices are defined as a percentage of gross household income, generally between 30% 

and 35% of income.  
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For renters, rental costs are assumed to include the contract rent as well as the cost of 

utilities, excluding cable and telephone service.  The difference between these gross rents 

and affordable rents is the housing affordability gap for renters.  This calculation assumes 

that 30% of income is paid for gross rent. 

 

For owners, costs include mortgage payments, mortgage insurance, property taxes, 

property insurance, and homeowner association dues.  The difference between these 

housing expenses and affordable ownership costs is the housing affordability gap for 

owners. This calculation assumes that 35% of income is paid for housing costs. 

 

Housing Costs:  Housing costs for renters encompass rent and utilities.  Costs for homeowners 

include mortgage payments,  property taxes, property and mortgage insurance, homeowner 

association fees, and related costs. 31     

 

Housing Subsidy: Housing subsidies refer to government assistance aimed at reducing housing 

sales prices or rents to more affordable levels.   

 

Housing Unit: A room or group of rooms used by one or more individuals living separately 

from others in the structure, with direct access to the outside or to a public hall and containing 

separate toilet and kitchen facilities.  

 

Inclusionary Zoning:  Inclusionary zoning, also known as inclusionary housing, refers to a 

planning ordinance that requires that a given percentage of new construction be affordable to 

households with very low-, low-, moderate-, or work force incomes. 

 

In-Lieu Fee:  A literal definition for an in-lieu fee for inclusionary units would be a fee adopted 

“in place of” providing affordable units.  For the purposes of operating an Inclusionary Housing 

Program, a public jurisdiction may adopt a fee option for developers that prefer paying fees over 

providing housing units on- or off-site.  A fee study is frequently undertaken to establish the 

maximum fee that can be charged as an in-lieu fee.  This fee study must show that there is a 

reasonable relationship between the fee and the cost of providing affordable housing.   

 

Input-Output Model (Implan Model):  An Input-Output Model estimates economic impacts 

resulting from changes in industrial output, employment, income, and value added.  For housing 

fee studies, estimating software (referred to as the Implan Model) is used to estimate economic 

impacts from the increased expenditures of buyers of new housing in unincorporated San Luis 

Obispo County.  Through the use of the Implan Model and linked wage data, it is possible to 

                                                 
31 These costs assume a five percent down payment, so mortgage insurance is needed.   
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describe the number of jobs, the types of jobs, and likely wages of these jobs that are associated 

with new residential developments in the County.  

 

Land Value Recapture:  When land is rezoned at a higher density, it is generally worth more to 

the landowner.  In return for increased densities, the landowner (or developer) enters into an 

agreement to provide a negotiated number of affordable housing units.   

 

Market-Rate Housing:  Housing which is available on the open market without any subsidy.  

The price for housing is determined by the market forces of supply and demand and varies by 

location.  

 

Nexus Study:  In order to adopt a Residential housing impact fee, a Nexus Study is required 

under AB 1600 Mitigation Fee Study (Section 66001 et seq. of the California Government 

Code).  This statute requires local agencies proposing a fee on a development project to identify 

the purpose of the fee, the use of the fee, and to determine that there is “a reasonable relationship 

between the fee’s use and the type of development project on which the fee is imposed.”    A 

Nexus Study establishes and quantifies a causal link or “nexus” between new residential and 

commercial development and the need for additional housing affordable to new employees. 

 

Non-Residential Development Housing Impact Fee: A fee or charge imposed on commercial 

developers to pay for a development’s impact on the need for affordable housing. The fee is 

based on projected household incomes of new employees that will work in newly created space.  

The fee varies according to the type of property use. 

 

Property Prototypes:  Property prototypes are used for non-residential residential housing 

impact fees in order to define fees on a square foot basis.  The prototypes generally represent 

new development projects built in a community and are used to estimate affordable housing 

impacts associated with new market rate commercial l developments.  While the prototypes 

should be “typical” of what is built, for ease of mathematical computation, they are often 

expressed as larger developments in order to avoid awkward fractions. 

 

Residential Housing Impact Fee: A fee imposed on residential development to pay for a 

development’s impact on the need for affordable housing. The fee is based on projected incomes 

of new employees associated with the expansion of market rate developments.  Two steps are 

needed to define the fees.  The first step is the completion of a nexus study (see below), and the 

second step entails selection of the actual fee amount, which can be below the amount justified 

by the fee study, but not above that amount.   
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San Luis Obispo County:  The client for this Nexus Study is San Luis Obispo County.  Unless 

otherwise stated, references to “the County” refer to the unincorporated areas of the County, 

which include rural areas as well as the Census Designated Places (CDP) and Unincorporated 

Communities of Avila Beach, California Valley, Cambria, Cayucos. Cholame.  Halcyon. 

Harmony. Lake Nacimiento. Los Osos-Baywood Park, Nipomo, Oceano, Pozo, San Miguel, San 

Simeon, Santa Margarita, Shandon, and Templeton.  Excluded from this Study are the 

incorporated cities located within the County.  This includes the Cities of Arroyo Grande, 

Atascadero, Grover Beach, Moro Bay, Paso Robles, Pismo Beach, and San Luis Obispo. 
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