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BACKGROUND / KEY ISSUES / CONTRIBUTING FACTORS: In November 2008, the City
of Las Cruces procured the services of BBC Research and Consulting of Denver, CO to assist
the City in developing various strategies to create more affordable housing in Las Cruces. In
working through the City’s Affordable Housing Ad Hoc Committee, BBC and City Staff have
finalized the “City of Las Cruces Affordable Housing Strategies Plan” for the City Council’s
review and adoption.

541-2076

The Affordable Housing Ad Hoc Committee has reviewed the draft plan and recommended
that it be adopted at their meeting of February 19, 2009 (minutes attached). The Planning and
Zoning Commission reviewed the draft strategies plan and recommended its approval at their
regular public hearing of July 28, 2009, by a 4-0-3 vote (Commissioners Scholz, Iserman, and
Evans absent).

Representation on the Ad Hoc Committee consisted of the following:

1) Mayor and City Councillors Archuleta and Thomas:

2) Planning and Zoning Commissioner Ray Shipley

3) Housing Authority Board Chair Win Jacobs:

4) Non Profit Housing Provider — Rose Garcia from Tierra del Sol;

5) Building Industry Association of Southern NM (formerly HBA) — David Gordon;
6) Chamber of Commerce — Joe Martinez;

7) Association of Realtors — Peggy Shinn;

8) Title Industry — Billy Moya,;

(Continued on Page 2)
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9) Mortgage Lending Industry — Shelly Saunders;
10)  Member of the Public, at large — Tom Chagolla; and
11)  Potential Homebuyer — Michael Sanchez.

The main strategies proposed within the Affordable Housing Strategies Plan include:

a) Creation of an Affordable Housing Land Bank;

b) Creation and financing of an Affordable Housing Trust Fund, through bond recycling or

General Obligation Bonds; and

C) Review and amendment to various development regulations, such as:
1. Proactively rezone property to R-4 along existing and future transit routes,
2. Increase the R-4/C-3 height and density limitations,
3 Establish minimum densities for the R-1b, R-2, and R-3 zoning districts,
4. Reduce the residential parking requirements,
5. Refine the accessory dwelling unit regulations, and
6. Expand the impact fee exemption for affordable housing projects.

Two things are driving the proposed strategies:

1) Beyond the trust fund and land banks creation, the premise is to create new housing
opportunities for all income levels, which will allow for move-ups to higher priced
housing for higher income groups, thus making lower-priced housing available to lower
income groups, and

2) Tracking and monitoring will be crucial for all proposed strategies and will need to be
evaluated in the next three to five years to see if other strategies need to be added (i.e.
community land trusts and/or inclusionary housing/zoning).

SUPPORT INFORMATION: :
Fund Name / Account Number | Amount of Expenditure | Budget Amount
N/A N/A N/A

1. Resolution

2. Exhibit “A” — City of Las Cruces Affordable Housing Strategies Plan

3 Attachment “B” — February 19, 2009 Affordable Housing Ad Hoc Committee — approved
meeting minutes & all other committee meeting minutes

4. Attachment “C” — draft of unapproved July 28, 2009 Planning & Zoning Commission
meeting minutes

OPTIONS / ALTERNATIVES:

1. Vote YES and approve the Resolution approving the City’'s Affordable Housing
Strategies Plan.

2. Vote NO and disapprove the Resolution, thus not approving the City's Affordable
Housing Strategies Plan.

3. Modify the Resolution and vote YES to approve the modified Resolution. This action
would be based on the Council’s discretion.
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Table or Postpone action on the requested Resolution. Direction would be required of
the Council to staff.
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RESOLUTION NO. 10-057

A RESOLUTION ADOPTING THE CITY OF LAS CRUCES AFFORDABLE
HOUSING STRATEGIES PLAN.

The City Council is informed that:

WHEREAS, the City Council authorized the creation of an affordable
housing ad hoc committee to review various best practices and opportunities to
create more affordable housing within Las Cruces, utilizing local resources and
revenue streams; and

WHEREAS, the Affordable Housing Ad Hoc Committee, worked with City
staff and the City-hired consultant, BBC Research and Consulting of Denver, CO,
to develop and recommend to the Council the “City of Las Cruces Affordable
Housing Strategies Plan;” and

WHEREAS, the Affordable Housing Ad Hoc Committee recommended
that the City Council adopt the Strategies Plan at their meeting of February 19,
2009; and

WHEREAS, the Planning and Zoning Commission has reviewed the draft
and recommended that the City Council adopt the Strategies Plan at their regular
public hearing of July 28, 2009.

NOW THEREFORE, Be it resolved by the governing body of the City of

Las Cruces:
M
THAT the City of Las Cruces Affordable Housing Strategies Plan, as
shown in Exhibit “A,” attached hereto and made part of this resolution, is hereby

approved and adopted.
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(n
THAT City staff is hereby authorized to do all deeds necessary to the

accomplishment of the herein above.

Councillor Jones:
Councillor Thomas:

DONE and APPROVED this day of , 2009.
APPROVED:
(SEAL)
Mayor
ATTEST:
VOTE:
City Clerk Mayor Miyagishima:
Councillor Silva:
Moved by: Councillor Connor:
Councillor Archuleta:
Seconded by: Councillor Small:

- Approved as to Form:

City Attorney
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Draft Report

Las Cruces Affordable
Housing Strategies

“Prepared by the Ad Hoc Committee
on Affordable Housing
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Draft Report
March 3, 2009

Las Cruces Affordable
Housing Strategies

Prepared by

Affordable Housing Ad Hoc Committee

City of Las Cruces, Community Development
575 South Alameda

Las Cruces, New Mexico 88044

Prepared by

BBC Research & Consulting

3773 Cherry Creek N. Drive, Suite 850
Denver, Colorado 80209-3868
303.321.2547 fax 303.399.0448
www.bbcresearch.com
bbc@bbcresearch.com

and

Clarion Associates

621 17" Street

Denver, Colorado 80293
303.830.2890 fax 303.860.1809
www.clarionassociates.com

BIBIC

RESEARCH &
CONSULTING
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SECTION 1.
Introduction

On June 2, 2008, the City of Las Cruces established the Mayor’s Affordable Housing Ad Hoc
Committee. The Committee’s purpose is to oversee the development of a plan to better meet
affordable housing needs in Las Cruces.

Mayor Miyagishima appointed 13 Committee members, representing a variety of stakeholder groups
in Las Cruces. Councillor Sharon Thomas was elected as Committee Chair by the Committee

members.

The Ad Hoc Committee includes the following members and organizations:

). Joe Martinez

Michael Sanchez

Vacant

In addition to the establishment of the committee, BBC Research & Consulting (BBC) and Clarion
Associates (Clarion) from Denver, Colorado and Williams Demographics from Las Cruces were hired
to assist the Committee fulfill its goals through the following tasks:

m  Evaluate the City’s existing policies and programs,

= Identify opportunities for modifying current programs/ policies, and

BBC RESEARCH & CONSULTING SECTION |, PAGE 1
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®  Recommend new programs and policies to better meet housing needs, including
programs to help finance the development of affordable housing.

®  The consultants also conducted a detailed review of the City’s land use codes and
ordinances to identify barriers to the development of affordable housing and
opportunities to create more incentives for such development.

The consultants’ work product includes detailed recommendations and an implementation plan for
the City to better facilitate affordable and workforce housing development.

The consultants met with the Committee on a regular basis from July 2008 through March 2009.
The first Committee/consultant meeting involved a review of the existing housing needs in Las
Cruces. In subsequent meetings, the consultants presented best practice programs and policies from
other communities and facilitated discussions about these programs/policies. One meeting was
dedicated to reporting the results of the zoning and development fees review and recommendations
for policy changes.

This report begins with background information on the City’s existing programs and funding
sources; provides information about the Committee meetings and the programs that were considered
to address the City’s affordable housing needs; contains a stand alone chapter dedicated to the zoning
and development fees review; and culminates with the Committee’s recommendations to better
address Las Cruces’ affordable housing needs.

BBC RESEARCH & CONSULTING SECTION |, PAGE 2
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SECTION 11
Las Cruces Affordable Housing Programs

This section discusses the programs that the City of Las Cruces has historically used to meet the
housing needs of its low- and moderate-income residents. It sets the context for the remainder of the
report, which culminates with recommendations and an implementation plan for increasing the city’s
resources and capacity within the City to address housing needs.

Federal Sources for Affordable Housing

Las Cruces has historically depended upon federal funding to support housing and community
development activities. On average, the City of Las Cruces receives approximately $1.5 million
annually between the federal Community Development Block Grant (CDBG) and the HOME
Investment Partnership Program (HOME). CDBG and HOME are entitlement funds received from
the U.S. Department of Housing and Urban Development (HUD). In addition to these federal
block grants, through funding received by nonprofit developers and the Housing Authority of the
City of Las Cruces (HACLC), the City’s low- to moderate-income residents benefit from the federal
Section 8 voucher program and the federal Low Income Housing Tax Credit (LIHTC) program.

Specifically, the federal programs that have been used to address housing needs in Las Cruces include:

®  Community Development Block Grant (CDBG)—Established in 1974, the program
provides a lump sum of funding to qualifying cities and every state for community development
activities. Federal regulations govern how the funds can be used. Housing activities are limited
to housing rehabilitation, downpayment assistance, property acquisition, property demolition,
infrastructure for developments that will contain affordable housing and construction of
facilities that serve special needs populations (e.g., homeless shelter). CDBG cannot be used
directly to build new affordable housing.

The City of Las Cruces has received CDBG since 1996. CDBG in Las Cruces has generally
been used for owner occupied rehabilitation and public improvements—streets and sidewalks,
bus shelters, nonprofit facilities—and owner-occupied home rehabilitation, along with
supporting the operations of social service and housing providers. Las Cruces’ CDBG allocation
has declined since its peak of almost $1.3 million in 1995 to just less than $1 million currently.
This reflects the overall decline of the national CDBG budget.

=  HOME Investment Partnerships Program (HOME)—This program, enacted in 1990, is
also a block grant program but, unlike CDBG, is solely dedicated to the development of
affordable housing. Las Cruces first received HOME funds in 1994. Eligible activities include
new construction, rehabilitation of existing housing, downpayment assistance and direct rental
assistance to low-income renters. Developments funded with HOME have an “affordability
period” during which the units created from HOME remain affordable to low- to moderate-
income households. The City of Las Cruces receives about $500,000 each year in HOME
funds.

BBC RESEARCH & CONSULTING SECTION i, PAGE 1
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The City has historically used HOME dollars to fund three activities: 1) A home rehabilitation
program administered by the City (now funded with CDBG); 2) Funding for affordable
housing development (property acquisition, new construction); and 3) Funding to support the
operations of certified Community Housing Development Organizations (CHDO:s). In the past
years, the bulk of HOME has been dedicated to the acquisition of lots by nonprofits for
development of affordable housing.

As shown in the following exhibit, CDBG and HOME funds have been declining, most significantly
since 2003.

Exhibit li-1.
HUD Historical Funding for CDBG and HOME, 1993 to 2008
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Source: U.S. Department of Housing and Urban Development.

Section 8 voucher program. Annually, the Housing Authority of the City of Las Cruces
(HACLC) receives $1.2 million for the Section 8 voucher program. This allows the housing
authority to assist about 900 households per year, for a per household cost of $1,333 annually
on average. The majority of families assisted through the voucher program have some source of
income, mostly through social security/general assistance or disability payments. Most residents
assisted are mostly female heads of household, two-thirds are families and one-fifth are elderly

and/or disabled.

Section 8 project-based units. This federal program subsidizes the rents of units in existing
rental and newly construction “project-based” Section 8 developments. The HACLC manages
102 units of Section 8 new construction at two sites. One site is family housing (61 units); the
other is elderly/disabled housing (41 units). Residents are mostly female heads of household,
and 46 percent are elderly/disabled.

Public housing authority units. HACLC also receives about $355,000 per year in capital
funds to maintain rental properties owned and managed by the housing authority, which
include 249 units of public housing located at four sites and 10 scattered single dwelling units.
The households assisted are mostly female heads of household, many families, and have sources
of income through government assistance. About 40 percent are seniors/disabled.

SECTION II, PAGE 2 BBC ReSEARCH & CONSULTING
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Low Income Housing Tax Credit program. Administered by the federal Internal Revenue
Service (IRS), this program provides tax benefits to developers who invest in affordable housing.
This is strictly a rental program, where the investor is allowed to take a credit against federal
income taxes over a 10-year period, provided the property continues to operate as affordable
rental housing for a minimum of 30 years. Tax credits are competitive, and are awarded to
developers by the New Mexico Mortgage Finance Authority (MFA). The city has more than
500 tax credit units, more than half of which are senior developments.

Other federal funding sources. In addition to the block grant, Section 8 and LIHTC
programs, the City of Las Cruces is eligible to compete for other types of federal funding for
affordable housing. The most common programs include:

>  Section 202—funding for the construction and operation of low-cost senior
rental housing;

>  Section 811—funding for the construction of low-cost rental housing for persons with
disabilities;
>  Shelter+Care—funding to assist persons who are homeless or at-risk of homelessness with

their rent payment, in addition to providing them with supportive services (e.g., mental
health counseling, job training);

>  Continuum of Care—This program provides funds for communities to reduce and end
chronic homelessness and prevent residents at-risk of homelessness from becoming
homeless.

~> Emergency Shelter Grant (ESG)—This program provides funding to assist organizations

that provide housing and services to homeless persons and their families. During the last 2
years, 4 organizations in Las Cruces have received ESG funding to help with their
operations and services.

>  HOPWA—The federal Housing Opportunities for Persons with AIDS (HOPWA)
program provides housing assistance to persons living with HIV/AIDS and operating
support to organizations serving this population. In New Mexico, HOPWA funds are
awarded on a competitive basis to MFA. The Camino de Vida Center for HIV Services has

been the recipient of HOPWA funds for the southwest section of New Mexico, including
Las Cruces.

State and Local Funding

State funds have also been used to provide housing assistance to citizens of Las Cruces. MFA
administers state programs for affordable housing. These programs are available to Las Cruces
residents, in addition to other New Mexicans. The state’s affordable housing programs that Las
Cruces residents may take advantage of include:

®  Below market-rate mortgages for first time homebuyers;
m  Downpayment and closing cost assistance to low-income homebuyers;
m  Owner-occupied weatherization improvements; and

®  Financial assistance in developing affordable rental housing.

BBC RESEARCH & CONSULTING SECTION 1I, PAGE 3
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The City’s local efforts to encourage and support affordable housing development have been applied
on an as-needed basis. The City has provided the housing authority with a loan for property
acquisition and waived building permit fees for nonprofit affordable housing developers. The City’s
development fee waiver program is the first formalized approach at incentivizing and subsidizing
affordable housing development.

Major Housing Programs

This section describes the main housing programs employed in and by the City of Las Cruces to meet
housing needs. These programs are funded all or in part by the sources described in the prior section.

Home Rehabilitation Program. The purpose of the city-administered Home Rehabilitation
Program is to assist families with low- and moderate-incomes in rehabilitating their homes. This is
done by enabling families to secure a low interest mortgage loan or grant, which may not be available
to them otherwise. Owner-occupants are eligible provided they live within the City of Las Cruces, are
in violation with the City of Las Cruces building code and/or Housing Quality Standards, and earn
less than 80 percent of the area median income (in other words, making less than about $34,000 per
year).

Key components of the Home Rehabilitation Program include:

®  Homeowners can get a maximum of $52,000 per year in a low-interest loan or grant to
make major repairs.

= Eligible homeowners in the program must agree to vacate their unit while it is under repair
(sometimes as long as 6 months). Many live with families and friends; the city assists with
relocation if needed.

m  The homes assisted by the program have a variety of issues, although most need roof
and electrical repairs.

m  The households assisted are predominantly elderly and femnale-headed, many single
parent households.

Since 2004, 46 housing units have been rehabilitated from the Home Rehabilitation Program. The
City has a goal to assist 12 households per year. In 2007, the City assisted six households at an
average cost of $35,780 per home.

All of the households assisted through the program earn less than 80 percent of the median income
and about 22 percent of these households were extremely low-income households (earning 30 percent
or below the median income).

According to the staff that manage the program, the biggest challenge for the program is lack of
resources. If the program had more funding and could be expanded, staff projects that twice as many
households could be assisted per year.

SECTION 11, PAGE 4 BBC RESEARCH & CONSULTING
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Mobile Home Ramp Program for the Disabled. This recent addition to the Home Rehabilitation
Program assists low-income, disabled individuals and families that live within mobile homes. The
program provides them an accessible ramp to their home for permanent members of their household
who have a mobility or other qualifying disability. This includes those who own their home or who
are renting, and it can be in a mobile home park or placed on their own land. The ramp is given in
the form of a grant and becomes the property of the low-income family. Since the program is
relatively new, the City is currently assisting its first client.

Affordable housing development. Las Cruces funds affordable housing projects differently each
year depending upon needs. The City has an informal policy of alternating its focus on for sale and
rental projects year to year.

The exhibits below summarize the types of developments the City has funded during the past few
years, along with the per household cost.

Exhibit 11-2.

Households Assisted with

CDBG and HOME, 2003 31-50% 116 46%

to 2006 51-80% 21 8%
Total Renters 250 100%

Source:

City of Las Cruces CAPER reports and BBC Research & Consulting.

All owners 0-30% 34 23%
31-50% 56 37%

51-80% 60 40%

150 100%

Special populations 0-80% 30

As shown in Exhibit I1-2, the City’s funding has heavily targeted the lowest-income households in the
City, particularly rental programs. The vast majority of renters assisted between 2003 and 2006
carned less than 50 percent of the City’s AML, or less than about $20,000 per year.

BBC RESEARCH & CONSULTING SECTION ll, PAGE 5
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Exhibit 11-3.
Funding and Cost of Affordable Housing Development and Rehab, 2001 - 2007

2007 CDBG 3 214,680 6 $ 35,780 Home rehabilitation Home rehabilitation of owner occupied properties.

2006 HOME $ 323,500 15 $ 21,567 Acquisition of fots Acquisition of 15 lots in the mixed-income subdivision of Sierra Norte
Heights Phase 1. The lots will be given to nonprofit housing developers
for construction of for sale affordable homes.

2004-2005 HOME $ 371976 13 328,614 Relocation of mobile Relocation of 13 households in the Valley View Mobile Home Park to
home park prepare the site for the Housing Authority of Las Cruces Stone
Mountain Place Apartment Complex.
2002-2004 HOME 3 184,170 8 $ 23,021 Acquisition of land Purchase of lots for sweat equity homebuyer program.
2001-2005 HOME $1,018,661 14 $72,762 Section 811 new Construction of rental housing for persons with various types and
construction degrees of mental disability. This apartment project consists of

S buildings containing 14 units for low-income, chronically ill adults,
with some supportive services on-site. HUD funding covered just
S0 nercent of canstruction caste

2004-2005 HOME 3 377,018 29 313,001 Acquisition of land Purchase of land for sweat equity homeowner units. 104 total units,
of which 29 are HOME units.
2005 HOME 3 419,116 17 $ 24,654 New construction Development of an 84 unit rental project called Stone Mountain
using HOME and Low Income Housing Tax Credit funds.
2004 HOME $ 203,519 14 $14,537 Acquisition of lots Acquisition of 14 lots for construction of for sale affordable homes.
2003 HOME $ 342,744 100 $ 3,427 LIHTC Conversion of Desert Palms motel into a housing tax credit rental

project, assisting low-income households and seniors. HOME
dollars were provided as qap financina.

2003 HOME $ 106,539 48 $ 2,220 UHTC Tax credit rental project assisting migrant farm workers and/or
retired low-income farmworkers.

2003 HOME $ 100,000 6 $ 16,667 New construction Construction of affordable single family units using sweat
equity program.

2001 HOME $ 275,000 60 $ 4,583 UHTC Tax credit rental project assisting low-income seniors.

Relocation of residents Valley View Mobile Home Park relocation for Stone Mountain
Tax Credit Development

“Source: City of Las Cruces and BBC Research & Consulting.

Exhibit II-3 compares the per household cost of the affordable housing developments the City has
recently funded. (It also includes the home rehab program funding for 2007 for comparison of
program cost).It should be noted that comparisons across activities are not always appropriate, as
some projects were supplemented with other funding sources. For example, the cost per household
for development of Low Income Housing Tax Credit units is quite low because City funds are used
to supplement the tax credit financing available for these units. In contract, the per unit construction
costs for the Section 811 rental complex which provides housing and services to persons with
disabilities is relatively high, as supplemental funding sources were limited (HUD provided just half

of the construction costs).

The exhibit does show some general trends, however. Lot acquisition costs between $15,000 and
$20,000 per household. The $20,000 cost is more reflective of current conditions, as land costs have
been appreciating. The per household subsidy for new construction ranges from $17,000 to $25,000
(excluding the Section 811 development). Supplemental funding for tax credit projects has the lowest
per household cost, and home rehab has the highest because of the poor condition of the units that
are rehabilitated.

These data do not account for the administrative time spent on the projects, nor do they incorporate
the related benefits for each program. For example, the per household cost of the Valley View Mobile
Home relocation and the home rehab program are relatively high. But these programs offer other
benefits for the City as they improve the condition of the neighborhood overall and help to reverse
slum and blight.

SECTION I, PAGE 6 BBC RESEARCH & CONSULTING



475

Community Development Housing Organizations. The City is required by HUD to set aside
a minimum of 15 percent of its HOME funds for housing to be developed, sponsored, or owned by
Community Housing Development Organizations, or CHDOs. A CHDO is a non-profit housing
developer whose governing board, membership and organizational structure reflect its accountability
to low-income community residents. CHDOs must have a demonstrated capacity for carrying out
HOME-approved activities and a history of serving the community in which the HOME-assisted
housing is located. CHDOs are designated by the HUD and the City and are approved by City
Council. CHDOs must be recertified annually.

The City currently has two certified CHDOs, Mesilla Valley Habitat for Humanity (MVHFH) and
Tierra del Sol Housing Corporation. The City sets aside 2 minimum of 15 percent of its HOME
funds for housing to be developed, sponsored, or owned by its CHDOs. This amount has ranged

from

CHDO operating assistance. The City may set aside up to 5 percent of the fiscal year HOME
allocation to be used for operating expenses of CHDOs. These funds may not be used to pay
operating expenses incurred by a CHDO acting as subrecipient or contractor under the HOME
program. Operating expenses means reasonable and necessary costs for the operation of the CHDO.
Such costs include salaries, wages, and other employee compensation and benefits, employee
education, training and travel, rent, utilities, communication costs, taxes, insurance, equipment, and
materials and supplies.

CHDOs may receive up to 5 percent of the annual HOME allocation. In 2008, the two CHDOs
cach were allocated $12,900 of HOME funds for operating assistance. A total of $107,300 of

HOME funds have been allocated to CHDO operating assistance during program years 2003 to
2008.

shelter Plus Care. The City of Las Cruces, in conjunction with Mesilla Valley Community of
Hope (MVCH), was awarded 2 HUD Shelter Plus Care Grant in the amount of $327,060 for grant
years 2004 to 2009. Beginning in 2005, the City began implementation of its Shelter Plus Care
(§+C) Program, Community Housing Connection, in which tenant based rental assistance (TBRA)
was provided for the disabled homeless population of Las Cruces. Annually, $65,412 of S+C funds
are designated to assist 12 households with rental housing and services.

The City administers this program in partnership with Housing Authority of the City of Las Cruces,
Southwest Counseling Center, and the Mesilla Valley Community of Hope (MVCH). This funding
provides Tenant Based Rental Assistance for the disabled homeless population of Las Cruces with
required match in the form of supportive services being provided to the tenants. MCVH and
Southwest Counseling Center are the primary supportive services providers. The Housing Authority
of the City of Las Cruces is responsible for the rental administration. The City of Las Cruces serves as
the fiscal agent of the grant funds, as well as ensures compliance with applicable federal regulations.

Development Impact and Fee Waiver Program. The City recently passed a new ordinance
authorizing development fee waivers for affordable housing units. A developer can be waived an
estimated $3,800 per unit in development fees for affordable units. The city has a cap on the amount
of total fees that can be waived in one year of $95,000.

BBC RESEARCH & CONSULTING SECTION Hl, PAGE 7
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Public facilities and infrastructure. As mentioned above, the types of housing activities allowed
by CDBG are limited. CDBG is a much more flexible community development program than a
housing program. As a result, many communities—including Las Cruces— use CDBG for
improvements and/or new construction of public facilities and infrastructure.

CDBG in Las Cruces has been used for a wide variety of public improvements, from a new kitchen
for the local Meals on Wheels program to construction of bus shelters at bus stops to road
construction in low- and moderate-income areas.

Public services. This category of assistance refers to dollars that are allocated to nonprofits in the
city that provide services to low-income residents, including residents with special needs (e.g.,
disabilities). Fach year, organizations in Las Cruces apply for public service funds. These funds can be
used for many activities, and in the past have funded the operations of homeless shelters, medical
services for the poor and services to victims of domestic violence.

Mortgage lending assistance. The city has not allocated CDBG or HOME for homebuyer
assistance since 2004. In 2002, the city assisted 50 households with purchasing a home by using
CDBG; in 2003 and 2004; 13 to 15 households were helped using HOME funds. Since 2005,
mortgage lending assistance has been provided through the state’s MFA’s Payment$aver program.
PaymentS$aver is offered through local institutions in Las Cruces. The program provides a below-
market interest rate first mortgage loan as a second mortgage loan at zero-percent interest to cover
up-front costs (the down payment and other costs related to the purchase).

_During 2007, 25 Las Cruces families received Payment$aver assistance. The level of assistance ranged
from $6,500 to $15,000.

Homebuyer education. In September 2005, The Las Cruces City Council approved the execution
of separate agreements with Tierra Del Sol Housing Corporation and YWCA El Paso Del Norte
Region to proceed with the implementation of the Homeownership Centers and the delivery of the
curriculum. Both agencies have established homebuyer education resource centers as well as offer
homebuyer education classes in both English and Spanish. They also provide one-on-one counseling
sessions. The program is intended to assist families with improving their credit and money
management skills and then to get them ready for potential homeownership.

In the mid-1990s, the City of Las Cruces received an Economic Development Initiative Special
Project grant from HUD to develop curriculum for a Homebuyer Education Project and implement
a Model Extension Program to increase homeownership in Las Cruces. The Model Extension
Program has been developed jointly by the City of Las Cruces and the Department of Extension
Home Economics at New Mexico State University (NMSU).

The goal of the Model Education Program is to educate prospective homebuyers in the skills
necessary to purchase affordable homes, thereby increasing their opportunities for homeownership.
The curriculum, available in both English and Spanish, has been developed by NMSU.

Housing Providers

In addition to the city’s efforts at meeting housing needs (described through its programs, above),
there are a handful of organizations in the city whose mission is to develop and maintain affordable
housing. These organizations are described in this section.
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Housing Authority of the City of Las Cruces (HACLC). The HACLC has numerous ongoing
housing programs structured to serve the continuum of housing needs of low-income residents in Las

Cruces. The primary programs include:

Section 8 Housing Choice Voucher Program. The HACLC administers the federal Section 8
program, which provides subsidies to low-income renters in the city. Through this program, renters
receive assistance with paying their monthly rent. Renters in the program may choose from any
rental units in the city that have rents under a certain level (called Fair Market Rent, or FMR)
which is set by the federal government. The HACLC currently provides vouchers to approximarely
900 households; the waiting period for a voucher ranges from 18 months to 3 years.

Section 8 Housing Choice Voucher Homeownership Program. This program allows the first-
time homebuyer to use the Section 8 voucher subsidy to meet monthly homeowner expenses. The
housing authority started this program in 2007 and has subsequently housed 18 families to date.

Section 8 New Construction. The HACLC owns, manages and maintains rental properties in
neighborhoods in Las Cruces for low-income families, the elderly and disabled. 102 of these units
are Section 8 New Construction units; 61 are family units and 41 are elderly/disabled.

Workforce homeownership. The HACLC has pursued several efforts to address the needs of
workforce housing. The first, City In-Fill Development/Construction Trades program is a
partnership between the City, the housing authority and the Construction Trades Program. The
City donated 6 lots on which workforce housing has been constructed for persons working in
the career fields of law enforcement, education, health care and first responder.

In addition, the HACLC has collaborated with Fannie Mae, First Light Federal Credit Union,
the YWCA and local realtors and builders to deliver the Housing Opportunities for Workforce
(HOW)) program. The program is a lease purchase program for workforce. The HACLC buys a
home for a qualifying household, leases it back to them for one year and allows the participant
to assume the mortgage when they are credit-ready. Finally, the HACLC has built 10 homes
that are leased to purchasers (the housing authority takes a soft second or third position) with a
purchase option.

HACLC-owned properties. The HACLC currently manages 249 units of public housing
located at 4 different sites and 10 scattered single dwelling units.

Montana Senior Villages | and II. These developments (total of 132 units) were created using
the LIHTC program and are managed by the HACLC. The units provide affordable housing

and a community center for low-income seniors.

Stone Mountain Place. The HACLC, in collaboration with a private developer built 84
affordable two- and three-bedroom apartments, a community center, laundry facilities and a
playground.

Tierra del Sol. Tierra del Sol is a local nonprofit developer of affordable housing. The organization

uses sweat equity and various mortgage and down payment assistance tools to make home ownership
accessible to low-income houscholds. Tierra del Sol is a long time developer of affordable housing in
the Las Cruces area.
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Tierra del Sol’s current projects consist of:

m  Pasco del Oro subdivision. This is new construction lots and self help homes with 3-4
bedrooms. 83 of the units will be affordable to 80 percent of AMI and below; 39 at 80
percent of AMI and above, although still below market ($92,000 to $130,000).

®  Sierra Norte subdivision. New construction lots and self help homes for 6 3-4 bedroom
units ranging from $89,000 to $120,000 in price (80 percent of AMI and below).

m  Scattered site homes, a total of 12 lots on which will be built self help 3-4 bedroom
homes averaging $92,000 per unit.

®  St. Genevieve's apartments. These are 1 bedroom, elderly/disabled units priced to be
affordable at S0 percent of AMI. There are 32 units.

®  Alta Tierra apartments. This 57 unit complex was acquired from the FDIC in 1992.
These units are all 2-bedroom family units.

Habitat for Humanity. Like Tierra del Sol, Habitat for Humanity uses a sweat equity model to
build affordable housing. Habitat focuses on homeownership housing. Since 1987, Habitat has built
70 homes. Through sweat equity, Habitat it able to build lower priced market units at about half of
what the market price would be. Habitat also provides loans for their homes, with the terms of no
interest, a 25+ year payment period and a downpayment of one month’s mortgage.

In 2008, Habitat will build 5 houses in Las Cruces; its goal for 2009 is 6 houses. The process from
application to occupancy is about 5 years. Habitat’s unique program and loan terms mean that
householdswith median incomes as low as 30 to 50 percent of the AMI can-afford to buy a home.
Habitart gets between 150 to 200 applications for its homes each year. Most applicants have lived in

Las Cruces for more than one year and show job stability and good credit, the exception due to
medical/health issues.

Community Action Agency. The Community Action Agency of Southern New Mexico works to
reduce poverty in the Las Cruces area. To this end, the agency is engaged in housing activities that
assist low-income houscholds. CAA has worked with the city and the State of New Mexico to
conduct housing rehabilitation. About 2 years ago, they acquired 100 apartments in the City that are
rented to low-income households, many to single persons.

CAA has also been involved in the affordable component of Sierra Norte and plans to begin
construction of homes on these lots that will sell for approximately $110,000.

CAA also offers temporary housing to teen parents for up to 18 months. They currently can support
five women, each with one child, at any one point in time.

Special needs providers. There are several organizations in Las Cruces that provide targeted
affordable housing to populations with certain needs and persons who are homeless. These
organizations include:

EYI. Families and Youth, Inc. (FYI) provides emergency shelter (15 beds) for up to 90-days and
transitional housing (7 beds) for up to 18 months for youth. The apartments are leased from the
HACLC, and were purchased by the housing authority to ensure preservation of these units.
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Mesilla Valley Community of Hope. The Mesilla Valley Community of Hope (MVCH) is the
umbrella organization for the following resources that serve people experiencing homelessness in Las
Cruces: St. Luke’s Health Clinic, Jardin de Los Nifios and EL Caldito Soup Kitchen. All services are
provided to persons experiencing homelessness or are near to homelessness and some programs
include those who qualify as low-income.

MVCH/YWCA (through the Family Shelter) provides emergency shelter and transitional housing,
primarily to families and women. Their facilities include 9 rooms—6 rooms for families and 3 rooms
for singles. Additionally, they provide some rental assistance involving case management and life skills
training. St. Luke’s Health Clinic offers health care to the working poor and homeless who have no
other resource for health care such as Medicaid/Medicare or other health insurance. Jardin de Los
Nifios provides childcare and after school programs for children who are homeless or near homeless.
Caldito Soup Kitchen supplies meals to persons who are homeless and low-income. Also included in

the Community of Hope alliance are Casa de Peregrinos (providing basic food services) and the
Mesilla Valley Clothes Closet.

Community of Hope, along with the HACLC, also provides housing to homeless veterans through
the Oak Street Apartments. These units were purchased by the housing authority for preservation,
and then renovated to be used as transitional housing for homeless veterans.

The Las Cruces Gospel Rescue Mission operates an emergency shelter for persons who are homeless.
Persons experiencing homelessness are allowed three nights stay every 30 days, provided they are
clean and sober. Fourteen slots are available for longer stays up to 90 days, where clients perform
employment duties in return for food and shelter. Those who hold jobs or are students qualify for
extended stay. Transition into the 90-day program requires a client evaluation, which includes a
discussion of church service attendance if clients do not currently attend. Gospel Rescue Mission
provides a total of 120 beds, the majority of which are reserved for single homeless men.

Other resources include La Casa, Inc., which provides short-term transitional housing (37 beds) and
counseling for domestic violence victims and their children. Southwest Counseling Center’s
Transitional Living Center is the largest provider for persons with mental illnesses who are homeless,
supplying 29 beds for transitional living and one bed reserved for crisis situations.

Summary Impact

This section summarizes the impact of the City’s primary housing programs. It also demonstrates
where there are gaps in the resources available v. existing needs.

Home Rehabilitation Program. The Home Rehabilitation Program is administered by the City of

Las Cruces. In 2007, the City assisted 6 households with homes in severely substandard condition for
a per household costs averaging $35,780. In 2007, the number of households assisted was lower than
in past years because of the complexity and severity of needs of the households who received funding.

The most recent Las Cruces Consolidated Plan estimated that as many as 550 Las Cruces renters and
owners live in units that are in severely substandard condition; about half are renters, half are owners.
If the City assisted 10 low-income owners per year on average, the program could continue to meet

needs for at least 25 years. If the program were expanded to multifamily rental properties, the demand
would be higher.
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Affordable housing development. On average, as shown in Exhibit II-2, the City has been able to
assist with the purchase of 15 lots for development of affordable for sale housing per year, in addition
to supplement the development of affordable rental housing (where the average number of
households assisted each year varies widely depending on the rental development). These units are
then sold to organizations like Tierra del Sol, Habitat for Humanity, Community Action Agency and
the HACLC for new home construction.

In 2005, only about 1,000, or 8 percent of renter households in the City could afford to buy the
average-priced home for sale. Recognizing that not all renters desire or are at a point in their lives
where they should be homeowners, we estimate that there are as many as 900 renters earning between
$35,000 and $45,000 for whom homeownership is not attainable because units are not available to
buy. There are another 900 renters earning between $45,000 and $50,000 in the same situation. If
the City is only able to make 15 lots available per year for these potential homebuyers, it will take
120 years to satisfy this demand!

In addition, there are 3,600 renters earning less than $15,000 per year who can’t find affordable
rental housing. If the City were able to fund 100 deeply affordable rental units per year to serve such
renters (along with other, larger funding sources such as the tax credit program), the City could fund
deeply subsidized rental housing for 36 years without running out of needs.

Section 8 voucher program. The Housing Authority of the City of Las Cruces (HACLC)
administers the Section 8 program in the City, which provides subsidized rental housing for low-
income households. The HACLC receives $1.2 million on average annually for the program, which

__enables them to assist 900 households at a per household cost of $1,333.

HACLC units. HACLC also owns and operates 249 of low-cost rental units in Las Cruces. The
housing authority receives $355,000 in capital assistance annually from HUD for this program,
resulting in a per unit subsidy of $1,425 on average. Also, approximately 102 household are assisted
each year through the project based Section 8 program that provides low-cost rentals and is managed
through the housing authority.

Other low-cost rental units. The HACLC, Community Action Agency and Tierra del Sol have all
acquired and/or developed affordable rental units through the Low Income Housing Tax Credit
program, the Section 202 program, the Section 811 program and through various other subsidies.
Although these units add a considerable number of units to the City’s affordable rental stock, the
subsidies available for such units are often not enough to provide rents low enough to address the
City’s greatest need: units for households earning less than $15,000 per year.

The City’s 2005 Consolidated Plan found a shortage of more than 3,600 units for renters earning less
than $15,000 per year—the target population for the housing authority’s rental programs. The
housing authority assists approximately 1,250 households assisted per year, meaning that the
HACLC's programs could more than double before the Section 8 and public housing program were
able to fully meet the needs of existing renters without affordable housing—not accounting for new
growth.

Shelter+Care. The City administers this program in partnership with Housing Authority of the City
of Las Cruces, Southwest Counseling Center, and the Mesilla Valley Community of Hope (MVCH).
This funding provides Tenant Based Rental Assistance for the disabled homeless population of Las
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Cruces with required match in the form of supportive services being provided to the tenants.
Annually, $65,412 of S+C funds are designated to assist 12 houscholds with rental housing and

services.

The 2005 Las Cruces Consolidated Plan estimated that as many as 240 disabled households in the

City have housing needs. It is unclear how many of these individuals are housed in safe and sanitary
conditions.

The Consolidated Plan also estimated that, at any point in time, 13 households in the City are
homeless and have a mental illness. Given the limited resources for homeless disabled households in
the City and the significant needs these households have, it is safe to conclude that the City could
benefit from an ongoing Shelter+Care program and find demand for assisting more than 12
households per year.

Mortgage lending assistance. Since 2005, mortgage lending assistance has been provided through
the state with MFA’s Payment$aver program. Payment$aver is offered through local institutions in
Las Cruces. The program provides a below-market interest rate first mortgage loan as a second
mortgage loan at zero-percent interest to cover up-front costs (the down payment and other costs
related to the purchase). During 2007, 25 Las Cruces families received Payment$aver assistance. The
level of assistance ranged from $6,500 to $15,000.

Exhibit II-4 summarizes the per household funding, projected need and years to meet the need at
current funding rates for the City’s annual programs that fund affordable housing needs. As the
exhibit demonstrates, the need far outweighs the funding available.

Exhibit 11-4.
Summary of Production v. Needs

Number of

Housing Rehabilitation 10 $ 35,780 250 25 $ 8,945,000
Affordable Housing Development:

Low- to Moderate 15 $ 20,000 1,800 120 $ 36,000,000

Income Homebuyers

Low-Income Renters 90 $ 5,000 3,600 40 $ 18,000,000
Shelter+Care 12 $ 5,417 Ongoing Ongoing $ 65,000
Mortgage Lending Assistance 25 $10,750 Unknown

Note: Affordable Housing Development funding rotates each year between assisting homebuyers and renters. Subsidy for development of low-income
rental units assumes City dollars subsidize LIHTC funding.

Source:  City of Las Cruces and BBC Research & Consulting.
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SECTION 111
Development Regulations Review

As part of the consulting team’s review of Las Cruces’ affordable housing programs, Clarion
Associates reviewed the city’s zoning and impact fee ordinances. Experience shows that while
financial subsidies and thoughtful public-private investments are often needed to meet affordable
housing demands, it is also important to review basic governmental regulations to ensure that they
are not inadvertently discouraging needed forms of housing. More specifically, it is important to
review zoning regulations and development fees to identfy:

& Barriers to private production of affordable housing, and
m  Potential additional tools that could spur private production of affordable housing.
Stated another way, private market construction of a wider range of land-efficient, space-efficient,

and cost-efficient housing types can result in “private” solutions to a portion of affordable housing
demand and reduce the need for financial subsidies in some cases.

The following recommendations build on two of the key guiding principles identified by the Ad Hoc
Committee which oversaw this study:

m  Las Cruces needs to increase its supply of affordable housing, both for low income
renters and moderate income renters who want to be homeowners..

m  Affordable housing should be dispersed throughout the City.

Recommendations

This regulatory review resulted in the following recommendations, each of which is discussed in the
sections that follow. These recommendations are also summarized in the full report’s
Recommendations section (V).

Proactively rezone land into the R-4 zone. Proactively rezone lands along bus routes and major
one-way street pairs into the R-4 zone to encourage construction of multi-family housing.

Adjust the R-4/C-3 Zone height and density. Raise the height limit in the C-3 and R-4 zones from
60 feet to 75 feet and revise minimum density requirement.

Adopt minimum density regulations for the R-1-b, R-2, and R-3 Zones. Adopt minimum density
regulations for key zone districts.

Refine R-1-b Zone and provide templates. Revise the dimensional standards for the R-1-b district
and prepare template examples of smaller single-family housing on 3,500 square foot lots in order to
encourage wider use of this existing zoning tool.

Reduce residential parking requirements. Reduce the minimum off-street parking requirement for
accessory dwelling units (ADUs) and multi-family dwelling units to 1 space per unit.
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Refine Accessory Dwelling Unit regulations. Remove the requirement that ADUs be occupied by 2
member of the same family that occupies the primary housing unit, and that the ADU be contained
within a primary structure.

Expand impact fee exemption. While the existing exemption from park, water, and sewer fees is
good, it covers too few units to make a significant difference in affordable housing supply.

Discussion

Proactively rezone land into the R-4 Zone. While Las Cruces has significant unmet demands
in both single-family and multi-family affordable housing, the city has focused largely on site-specific
single-family housing supply. Over time, a rising share of unmet demand for affordable housing may
need to be met through multi-family rental and ownership units, simply because the per unit land and
construction costs are lower, and an increasing share of families in need of affordable housing may
only be able to afford purchases or rentals of attached and multi-family units. Las Cruces’ zoning
ordinance includes the R-2, R-3, and R-4 multi-family districts, which are fairly well designed to
permit potentially affordable development. The R-4 district regulations — which include 2 minimum
density high enough to help support bus/transit service and no maximum density — is particularly
well suited for use in constructing affordable multi-family units. Unfortunately, only 7.1 percent of
the developed land in the city is zoned into multi-family districts, and only 1.3 percent of the
developed land is zoned in the R-4 category — which is the only one that requires (rather than allows)
multi-family construction. The table below summarizes the amounts of land in selected Las Cruces
zone districts.

* Exhibit II-1.

Percent of Developed Land by Zone District

10/acre min
40/acre max for pre-2001

No max for newer rezones

Source: Clarion Associates.
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We recommend that Las Cruces proactively rezone more lands into the R-4 zone district in order to
encourage production of multi-family rental and ownership units. The rezoned lands should be
located along key one-way pairs of streets or other major arterials that serve as major transportation
corridors connecting downtown and the university area with other major activity centers in the city.
Although the city’s current looped bus routes are not focused on those corridors, experience shows
that as bus systems mature and expand those are logical routes for expanded service because (a) they
can help relieve traffic congestion and (b) there is less community opposition to bus routes in those
locations. Adding housing density along those corridors can also help support future bus system
expansions and contribute to housing affordability, since the combined costs of housing and
transportation can be reduced when bus service is available. In addition, Las Cruces should consider
pro-actively rezoning land into the R-4 category in other activity centers or near major arterial-arterial
and collector-arterial intersections currently served by the looped bus routes. Several other western
city plans — including Albuquerque’s Centers and Corridors plan — have recognized this symbiotic
relationship between public transit and affordable housing.

Adjust the R-4/C-3 Zone height and density. In general, the dimensional standards in the Las
Cruces zoning ordinance are reasonable for their intended purposes. The few exceptions include the
60 foot height limits on development in the R-4 and C-3 districts which limits the achievable density
of multi-family rental and ownership units. In both of these districts, the 2001 zoning ordinance
limits density to 40 dwelling units per acre for land previously zoned in these districts, but offers
unlimited density for those who rezone into these districts and become subject to other 2001
development standards. However, in both of these cases the 60 foot height limit serves as an
effective cap on density. Because of the high cost of constructing underground parking, many
affordable housing projects accommodate parking in surface or above-ground structures (xe., by
stacking dwelling units over a parking deck or “podium”). Either way, the 60 foot height limit is a
barrier to development. If surface parking is chosen then the builder needs to accommodate housing
units on less site area (avoiding the parking lot), which tends to require taller buildings. If a structured
patking podium is used, then the housing can cover more of the site but needs to be accommodated
in the remaining available height above the parking structure. In general, 2 60 foot limit restricts
structures to no more than six floors (including parking) and perhaps less.

In order to allow for the construction of more affordable units, we recommend that the city raise the
height limit in the R-4 and C-3 districts to 75 feet (roughly the height at which fires can be fought
without the use of high-rise firefighting equipment). In addition, we recommend that the city
consider lifting the 40 unit/acre maximum density for lands zoned R-4 or C-3 before 2001 if the
resulting dwelling units are affordable housing units with occupancy subject to income limits.

Finally, we recommend that the minimum density calculation in the C-3 be revised to require that the
combined residential and non-residential density be equivalent to at least 10 dwelling units per acre.
The C-3 zone is already a mixed use district (i.e., both residential and non-residential uses are
allowed), but as a practical matter it is sometimes difficult to construct ground floor commercial or
office uses (and their required parking) plus an additional 10 dwelling units per acre. By providing a
conversion factor — for example, by giving the builder “credit” against the 10 unit/acre minimum for
the non-residential floor area constructed — the city could encourage the type of mixed use
development that C-3 zoning anticipates. For example, if the residential portions of a mixed use
building have an average gross floor area (including hallways, elevators, and fire stairs) of 2,500
square feet per unit, then the builder would be “credited” with the equivalent of one dwelling unit
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per 2,500 square feet of commercial and office development constructed. This is important because
many modern affordable housing developments use the income from ground floor commercial and
office uses to indirectly subsidize the construction costs of the upper floor housing.

Adopt minimum density regulations for the R-1-b, R-2, and R-3 Zones. Like many cities,
Las Cruces requires that new annexations and development proposals be consistent with the city’s
adopted master plans for the area, which means that the proposed development must meet minimum
as well as maximum development densities. Unfortunately, over the last decade the city has faced
numerous requests to amend the master plan simply to accommodate individual projects (or to
amend previously approved development plans for the site) in order to allow for development at
lower densities. While these requests have apparently been market driven — Le., the builder believes
that fewer homes at lower densities will sell faster and for higher prices than those called for by the
plan — they have the effect of driving up housing prices and reducing the potential supply of
affordable housing. This impact is compounded by the fact that once lower-density housing is
constructed residents of the area often resist efforts to construct higher density housing nearby — so
one plan amendment may lead to requests for similar plan amendments on nearby properties in the
future.

We recommend that Las Cruces amend its residential zone districts to establish minimum densities
for the R-1-b, R-2, and R-3 districts, and that those minimum densities correspond to those shown in
the applicable plans for each area. This could increase the supply of both affordable ownership units
(at the lower end of the density range) and rental units (at the upper end of the range). This would
affect approximately 15.2 percent of the developed land in the city but would not affect the 19.7

~percent of developed land in the R-1-a and R-1-c districts. In addition, we recommend that the .

authority of the Planning and Zoning Commission be revised to prohibit variances to the minimum
zoning requirements. If the city wants to provide some avenue for relief from the minimum
densities we suggest that a super-majority vote of city council (ie., a 2/3 or 3/4 majority) should be
required.

Refine R-1-b Zone and provide templates. In addition to establishing a minimum density, the
effectiveness of Las Cruces’ current R-1-b district as an affordable housing tool could be improved
by revising some of the other dimensional standards applicable to that district. The R-1-b district
currently allows the platting and development of lots with a minimum size of 3,500 square feet and a
maximum density of 12 units per acre (which is probably high enough to help support future
bus/transit service). As a point of reference, minimum lot sizes actually platted and developed in Las
Cruces and other western cities often run between 5,000 and 10,000 square feet (which are not high
enough to build support for bus/transit service). Several studies have shown that large minimum
residential lot sizes are the single form of regulation most responsible for increasing housing prices.
Zone districts with single family lot sizes smaller than 5,000 square feet have proven useful tools in
helping reduce the cost of housing in many cities, and the housing industry has developed several
innovative housing products that work well on these smaller lots. The R-1-b district avoids that
problem by making smaller lots available.
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Exhibit 111-2.
Las Cruces Requirements v. Other Cities

Las Cruces

Las Cruces

Note: Comparison cities include Santa Fe, NM; Albuquerque, NM; Silver City, NM; Tucson, AZ; and Boulder, CO. Since dimensions vary from city to city,
ranges were used for comparison..

Source: Clarion Associates.

Unfortunately, the R-1-b district dimensional standards now work against its small minimum lot size
to discourage affordable housing. As the table above shows, the district currently requires a
minimum lot width of 40 feet and a minimum lot depth of 70 feet. Experience shows that efficient,
livable housing products can be developed on 37.5 foot wide lots, and some larger and older cities
are developing templates to allow housing development on 25 foot wide lots. Because narrower lots
allow the builder to spread infrastructure costs (particularly roads and the water, sewer, and drainage
pipes located in the streets) over more property owners, the per unit infrastructure cost can be lower,
"~ which promotes affordability. In addition, many cities do niot regulate minimum lot depths. We
recommend that Las Cruces reduce the minimum lot widths in the R-1-b district to 37.5 feet (but
also limit front driveways on those lots to a maximum of 12 feet wide) and remove the minimum lot
depth requirement. We also recommend that the city allow 25 foot wide lots with reduced front
setbacks of 10 feet if alley access to parking is provided (i.e., if the lots will not have front driveways).
Often wider lots and deeper front setbacks have been required to accommodate the dimensions of a
car (or two cars) parked in a front driveway, but if rear access is provided in lieu of front driveways
those larger dimensions should be reduced accordingly.
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Unfortunately, even though 9.4 percent of the developed land in Las Cruces 1s zoned R-1-b, lots in
the 3,500 square foot range are not often platted or developed. Instead, owners of R-1-b land tend
to plat lots in the standard 5,000 square foot range, apparently to meet perceived market demand. In
order to help meet demands for more affordable single family housing it is important that smaller lot
products actually be platted and constructed. In order to encourage this, we recommend that the city
collect or develop “templates” showing efficient and financially successful housing products on 3,500
squate foot lots and work with builders to encourage their use. Some cities have even “pre-
approved” template developments for small lots, meaning that applicants who submit housing
products designed to meet the templates get minimal review or can proceed directly to obtain a
building permit. An example of a simple template from Aurora, Colorado, is shown below.

Exhibit 111-3.
Reduce Residential Parking Requirements
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In addition to minimum lot sizes and maximum development densities, minimum on-site parking
requirements ate often a significant barrier to affordable housing development. That is because
minimum parking requirements are actually indirect limits on development density — every square
foot of lot area devoted to parking is a square foot that cannot be used to provide housing,
landscaping, walkways, or recreation areas. Las Cruces’ zoning ordinance follows the standard past
U.S. practice of requiring 2 off-street spaces for each single family unit and townhouse, regardless
of size or affordability restrictions. In addition, the code requires between 1.5 and 2 spaces per
apartment unit and between 1 and 2 spaces per unit for accessory dwelling units (so-called

“granny flats”).

Increasingly, U.S. cities are reviewing their minimum parking standards to require only 1.5 parking
spaces per unit for smaller housing units, attached units, or apartment units (or providing a shiding
scale based on number of bedrooms). While some of the occupants of these units will no doubt
have more than one car, some will not, and some of the “extra” cars can be accommodated through
on-street parking or public parking areas. More importantly, experience suggests that lenders and
developers will provide additional parking over the city-established minimums if those spaces are
needed to rent or sell the units being constructed. For medium and higher priced housing, additional
units are often provided, but for smaller and more affordable housing, 1 or 1.5 parking spaces per
unit is often adequate. Similarly, for accessory dwelling units, 1 parking space per unit is generally
adequate.

We recommend that Las Cruces reduce the minimum off-street parking requirements for multi-
family housing to 1.5 spaces per unit, and the minimum for accessory dwelling units to 1 space per

unit. Further, we recommend that when dwelling units are part of the city’s managed affordable

housing pool (i.e., that occupancy is subject to income limits) the minimum be reduced to 1 space per

apartment ot townhouse unit. This change could encourage additional supply of affordable rental
units.

Refine Accessory Dwelling Unit regulations. Las Cruces permits accessory dwelling units in all
single family zoning districts, which is admirable. However, it then requires that ADUs meet a
number of conditions and restrictions that limit their potential for both general housing and
affordable housing. In particular, Section 38-53 of the zoning code defines ADUs as “a self-
contained living quarter containing independent kitchen (cooking/culinary) facilities attached to and
under the same roof as the main dwelling” and requires that “accessory dwelling units shall be
created solely to accommodate those related to the family.” Several cities permit accessory dwelling
units to be located not only within the main dwelling structure but in permitted accessory buildings
— such as a second story or attic space over an existing garage or barn. In addition, most cities do
not limit occupancy of an ADU to family members, which significantly limits their usefulness as a
source of low cost housing units. In reality, the impacts of an accessory dwelling unit on the
neighborhood do not depend on whether a family member is occupying the unit. Administratively, it
is also difficult to enforce “family-only” restrictions, since that requires regular record-keeping on
ADU occupants and (potentially) inspections to confirm who is living in the unit. Most local
governments do not want to engage in that type of enforcement, and most property owners would
prefer not to have to report to the city government about who is occupying the unit.

For all of the above reasons we recommend that Las Cruces remove the requirements that ADUs be
Jocated in the primary dwelling structure and that occupancy be limited to family members.
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Expand impact fee exemption. Las Cruces currently imposes development impact fees of
$800/unit for parks, $1,855/unit for water infrastructure, and $1,165/unit for wastewater
infrastructure. When compared to  municipal fee structures, these are faily low fees, and they may
not cover the city’s actual costs of expanding park, water, and wastewater services to new
development. Chapter 13 of the Las Cruces Municipal Code provides a process whereby affordable
housing builders can apply for and receive exemptions to each of these fees, which removes
approximately $3,820 from the builder’s cost per unit. As part of Las Cruces’ budget process, the
city adopted a resolution that currently limits the exemption to $20,000 in park fees and $75,000 in
water and sewer fees annually. As a practical matter, this means that no more than 25 affordable
dwelling units can take advantage of the exemption each year. This is a very small number when
compared to the estimated unmet affordable housing demand of 3,600 low income rental units and
1,800 low- and moderate income ownership units (see Exhibit II-4). We recommend that the city
expand the development impact fee exemption so that it covers at least the average number of
affordable housing units produced in these categories each year—or 105 units annually.

Other topics considered. In the process of developing the recommendations above, Clarion
Associates also reviewed several other aspects of the Las Cruces zoning ordinance. More specifically,
we reviewed the menu of available zoning districts and overlay districts; the uses available by right,
with conditions, and by special permit in each district; landscaping standards; and other development
standards applicable to new development and redevelopment in the city. While there are many
improvements that could be made to the ordinance, we do not believe that those shortcomings
constitute significant barriers to the construction of affordable housing (except as noted above).

For example; although the city does not have any “mixed use” districts listed in the ordinance, many
of the existing districts in fact allow mixed uses. In addition, the city’s practice of allowing “pancake”
zoning—i.e., the application of more than one base zone district to a property—provides another
way to allow mixed use development. If the zoning ordinance is revised in the future, we would
probably recommend that these approaches to mixed use be revisited and that new mixed use districts
be developed—but it does not appear that the absence of those types of zones is in fact discouraging
affordable housing at this time.

Similarly, we received suggestions that perhaps the Las Cruces zoning ordinance would benefit from
one or more new zone districts designed only for affordable housing—i.e., zones in which the only
permitted development would be affordable housing. Most cities do not adopt single-purpose
affordable housing districts (with the exception of some very high cost resort communities), because
the creation of special purpose districts tends to concentrate rather than disperse affordable housing
and tends to take focus away from integrating affordable housing tools throughout the zoning
ordinance. For those reasons, we do not recommend the creation of new special purpose affordable
housing districts at this time.

Another possible way to promote affordable housing is by “streamlining” the development review and
approval process. Almost all zoning ordinances can be improved in this area—through better
internal staff coordination, clearer approval criteria, and delegation of decision-making authority to
reduce the number of steps in the process. Some cities have begun to use “ombudsmen” to speed up
processing and resolve issues that arise in affordable housing proposals. Although we heard criticism
of Las Cruces’ review procedures from housing builders, it appears that the city’s timeframes for
development review and approval are no longer than many comparable cities (and shorter than

BBC RESEARCH & CONSULTING SECTION Iil, PAGE 8



491

many). In light of those preliminary findings, we did not pursue a detailed evaluation of the review
process. If the zoning ordinance is significantly revised in the future, however, we recommend that
this issue be reviewed to identify ways to improve both the efficiency and predictability of the
development review process.

Finally, the current zoning ordinance does not incorporate several recent trends in zoning practice,
including sustainable development, Smart Growth, transit-oriented development, New Urbanism,
some of the form-based principles articulated in the Smart Code, or incentives in the proposed
LEED-ND rating system (such as incentives for ADUs and smaller primary housing units). Each of
those trends is worthy of careful consideration as implementation tools after Las Cruces updates its
comprehensive plan. We have not focused on those broader zoning reforms in this review simply
because they address planning issues much broader than affordable housing and because the changes
recommended above will target specific barriers to affordable housing more directly.
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