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n lower density cities, it can be difficult to balance the need

for new housing construction with the spatial constraints of a
neighborhood primarily zoned for single-family homes. In such
an environment, key impediments to building new housing can
include resident opposition to apartment buildings and a lack of
available space on which to build. As a small-scale alternative to
apartment construction, accessory dwelling units (or ADUs) can
circumvent both of these significant challenges. Also referred to
as secondary units, in-law apartments, or granny flats, ADUs are
an independent residence located on the same lot as a primary,
larger home. A form of infill development, ADUs require little
vacant land and generally result in minimal visual impact on
neighborhood streetscapes. ADUs vary in size and nature: they
may or may not be attached to the primary residence, repurposed
space within the primary residence, or a Junior ADU of up to 500
square feet in size.

Hillsborough, an affluent community in the San Francisco Bay
Area, has worked to meet its “fair share” of regional housing needs
through the construction of ADUs. The following case study
explores how ADUs can provide a useful tool for jurisdictions
in expanding the supply of affordable housing, particularly in
low-density, high-cost residential communities.

Background

Hillsborough exemplifies the housing affordability challenges of
many low-density cities in California. Considered a small, slow-
growing community' relative to other jurisdictions in San Mateo
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County, Hillsborough has developed almost entirely through the
construction of single-family homes since 1910.> As per zoning
code, all homes in Hillsborough are single-family detached houses
on a minimum 1/2-acre lot.’> The town offers no commercial,
office, or retail space within its boundaries.

Hillsborough is also one of the wealthiest jurisdictions in the state
with a median household income of $229,097, more than double
that of the countywide median of $93,623, and nearly quadruple
the state median of $61,818.* Housing prices are equally high and
rising. As of January 2019, the median listing price for a single-
family home in Hillsborough was $4,576,000.°> Of those homes,
93 percent are owner-occupied.® For those who rent in Hillsbor-
ough, rents are exorbitant, with a median rental price of $10,935 a
month, four times higher than the median rent for the state.”

Despite Hillsborough's affluence, the town is not without afford-
ability challenges. Based on the Area Median Income (AMI) for
San Mateo County, fifteen percent of Hillsborough’s households
are considered low-income, of which four percent are extremely
low income.? As of 2013, all households earning less than $35,000
paid more than 30 percent of their income for housing in Hill-
sborough and nearly 86 percent of households earning between
$35,000-$75,000 were cost-burdened.” Of those low-income
households, nearly twenty percent are senior citizens considered
to be house rich but cash poor, with incomes less than 80 percent
of AMIL.'!!

In addition, absent the availability of affordable rental housing
in Hillsborough, low-income households often need to live else-
where and commute into town to work. Given that San Mateo
County itself exhibits some of the highest rental housing costs in
the nation, these households have few alternative housing options
within the county or the greater Bay Area region.'”"® As a result,
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many low-income workers face increasingly long commutes,
placing undue strain on both their quality of life and the regional
environment. For low-income households in Hillsborough, many
have limited resources to dedicate towards vital necessities such as
food, education, transportation, and medical care."* For Hillsbor-
ough, ADUs represent a promising strategy to address its housing
affordability challenges.

Accessory Dwelling Units

Once a common feature in single-family housing prior to WWII,
ADUs have seen a recent resurgence due to growing demand for
affordable housing and limited land available for development.®
This holds particularity true in California, where many jurisdic-
tions have adopted more flexible zoning codes to increase the
supply of affordable housing in low-density neighborhoods. Hills-
borough exemplifies a low-density California town, and ADUs are
particularly well-suited to address the town’s affordable housing
needs in the context of its existing land use constraints.

ADUs enjoy several key advantages over traditional apartment
homes. They are by nature highly variable in their design and
usage, and can be tailored to meet individual housing and financial
needs. ADUs can help homeonwers offset their own housing costs
with rental income. And a significant number of ADUs are offered
for free or in exchange for in-kind work, making them an attrac-
tive rental alternative for low-income households.'®* ADUs can also
facilitate in-home care for seniors or persons with disabilities.

These units can help meet local and state goals regarding socio-
economic inclusion and environmental sustainability. They can
provide a foothold into high-opportunity areas for those who
cannot afford to purchase or rent a standalone home. If strate-
gically situated in walkable neighborhoods with access to mass
transit, they can align affordable housing development with
sustainability goals.”

Figure 1: California Homes with Excess Capacity
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ADUs are often less expensive to build or rent than traditional
apartments. These units do not require new land costs, major new
infrastructure, structured parking, or elevators, and they rely on
cheaper one- or two-story wood-frame construction.'® By shifting
from a conventional infill strategy (dense, multifamily housing) to
a micro-infill approach, ADUs can yield a significant number of
affordable units without the burden of high capital costs, lengthy
entitlement processes, and possible construction delays."”

More than three-quarters of single-family neighborhoods in Cali-
fornia now have more bedrooms than residents, and suburban
homes and neighborhoods therefore have plenty of room to
grow without placing additional strain on existing infrastructure
or municipal services (Figure 1).”?! By targeting underutilized,
low-density residential communities, ADUs can densify existing
neighborhoods and offer low-cost housing choices with minimal
impacts to the existing community character.”

An early adopter of ADUs, Hillsborough had long supported
accessory dwellings on lots zoned for single-family homes. As
early as 1983, ADUs could be permitted for family members and
domestic employees.” In 2002, the town, working in partnership
with California’s Department of Housing and Community Devel-
opment (HCD), began to explore the potential of expanding its
ADU program, as well as alternative models of homeownership, to
meets its low-income housing needs. This process resulted in the
formal adoption of an ADU program.

For the town, ADUs had the potential to balance two critical
priorities: 1) the need to increase the supply of affordable housing,
and 2) a desire to maintain traditional town limits on building size
and external appearance, thereby preserving the architectural and
landscape character of the community.** As Elizabeth Cullinan,
Director of Building & Planning for the town of Hillsborough
points out, ADUs offered Hillsborough a good alternative without
“changing the character of our community” while simultane-
ously recognizing the importance of providing affordable housing
options within Hillsborough and the region.”

Several elements were central to the formation of Hillsborough’s
ADU program:

» Including residents in the program design process. Recog-
nizing the importance of community support, the town
formed a citizen’s advisory committee to assist in the 2002
housing element update and development of affordable
housing programs. The initial committee consisted of 22
residents picked from neighborhoods throughout the town.
By including a resident-based committee, programs within
the housing element, including the ADU update, garnered a
greater level of acceptance and buy-in. The town also invited
the Architecture and Design Review Board (ADRB) to partic-
ipate in new policy development and updates.

» Educating residents about the program and procedures.
The Hillsborough Planning Department actively promoted
and marketed the ADU program through multi-lingual
outreach via brochures, the town website, and a quarterly



community newsletter. Information included updates to both
local and state ADU requirements, guidance for homeowners
interested in converting or repurposing existing space within
their home or on their property to ADUs, and information
on the streamlining process and incentives programs. This
strategy proved especially influential as it both demystified
public perceptions regarding affordable housing through
ADUs while also signaling support from within the towns
local government.

» Incentivizing residents to develop ADUs. Hillsborough has
continually expanded the flexibility and scope of the ADU
program through its municipal code. The town currently
promotes ADU development by waiving planning and
building permit fees, reducing parking requirements, and
allowing both the primary residence and the second unit to be
rented to one party. It has also allowed permitting of existing
unoficial second units, relaxed its design review process, and
increased the maximum square footage to greater than the
state’s mandated standard, allowing ADUs to better accom-
modate families.

To obtain basic information about the uses of ADUs in the commu-
nity, the Hillsborough Planning Department annually distributes
a one-page questionnaire for new second-unit proposals to ascer-
tain the size, affordability and intended use of the unit (e.g., inter-
generational family, housing for domestic workers, rental income,
or guest quarters).” This supporting information, originally
requested by the state as part of the housing element review, helps
ensure that ADUs serve as affordable housing units. The rate of
return for the survey tends to be more than 50 percent.””

In 2014, Hillsborough shared its survey data with San Mateo’s
regional planning organization, 21 Elements, for its report Afford-
ability of Second Units, which assess the affordability and applica-
bility of ADUs in San Mateo County. In addition, Hillsborough
participates in and donates to San Mateos Human Investment
Project (HIP) Housing program, which supports home sharing,
self-sufficiency, and property development programs for low-in-
come and special needs populations. In 2016, the town adopted
the Home for All Resolution® as a part of San Mateo’s countywide
Home for All Initiative.’

Hillsborough's efforts preceded state-level policy changes with
regard to ADU production. In 2016, Governor Jerry Brown signed
AB 2299,° AB 2406,” and SB 1069% into law. These new state
bills removed costly restrictions on ADUs such as parking fees,
utility hook-up fees, and other development standards in addition
to requiring action on ADU applications within 120 days. Prior
to the new legislation, cities and counties had considerable flex-
ibility in adopting local ordinances to regulate the development
of ADUgs, including the ability to prohibit ADUs entirely. These
new state laws preempted local ADU provisions, and mandated a
streamlined approval process for ADUs that required only minis-
terial review. If a local agency fails to adopt an ordinance in accor-
dance with state law, state approval standards override those of the
locality.” The combination of recent state and local laws appear
to have spurred increases in ADU projects across the state, with
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many cities seeing ADU applications double, triple, or quadruple
in number compared to 2016.%*

Implementation

Hillsborough’s program has resulted in a significant increase in
the town’s supply of affordable housing. Between January 1999 and
2013, 130 ADUs were built, representing more than 66 percent
of the total new units built in Hillsborough during that period.*
Since 2003, ADUs have become the primary tool through which
the town meets its regionally-allocated housing needs. Following
the expansion of the ADU ordinance in 2003, construction
of ADUs rose from an average of one per year to an average of
15.5 per year.*® From 2007-2013, the town waived approximately
$42,000 in fees (roughly $519 per unit) for ADUs. By 2014, Hill-
sborough had produced triple the number of units required to
meet its housing needs allocation for very-low income households
and fell only four units short of meeting its goals for low-income
households.*”

According to survey data collected between 2010 and 2012,
median rents for ADUs ranged from $883-$1,470* with roughly
90 percent of all units affordable to a low-income family. Of those
units, 68 percent were available at no rent for intergenerational
families, domestic help, or caretakers.”

Hillsborough's ADU program illustrates the benefits and limita-
tions of ADUs as a housing affordability strategy. Individual devel-
opment and management of these units allows for an accelerated
development timeline and flexibility in terms of the amount of
rent charged. However, this small scale means that ADUs have
limited capacity to meaningfully improve the overall affordability
of a jurisdiction’s housing stock. Despite the impressive progress
the town has made in meeting its regional housing goals, renting
or owning a home in Hillsborough remains out of reach for most
low- and moderate-income households. ADUs are a versatile
addition to a larger affordable housing strategy, complementary
to—but not a replacement for—other housing production.

Lessons Learned

» ADUs offer an attractive housing alternative that benefits
both renters and homeowners in a variety of community
types. Recognizing that California’s solutions to increasing
the supply of affordable housing cannot rely on a one-size-
fits-all approach, ADUs can create lower-cost housing without
disrupting architectural or community character.

» ADUs provide a critical supply of affordable housing in
areas typified by high rents. ADUs are particularly well-
suited to increasing the supply of affordable housing in
owner-occupied, high-cost, low-density residential neighbor-
hoods in amenity-rich areas. By offering an alternative form
of housing in these areas, ADUs can provide the critical link-
ages necessary for low-income individuals to gain access to
jobs, education, and services.



» Regulatory reform, technical assistance, political will, and
community support are key. Relaxed zoning regulations,
financial incentives, and educational outreach programs can
help jumpstart ADU construction. Ongoing support and
collaboration between state, regional, and local governments
and communities can ensure that ADUs evolve according to
changing community needs.

» Tracking and monitoring programs provide key insights
into the intended use and affordability of ADU programs.
Unlike traditional, deed-restricted affordable housing that
allows more transparency, a program developed to monitor
ADU affordability on a statewide basis has yet to be devel-
oped. By voluntarily tracking and monitoring ADU programs,
local governments can provide critical information and feed-
back regarding the usability and scalability of these programs,
in addition to identifying potential barriers to future ADU
production.

Useful Sources

California Department of Housing and Community Development,
Accessory Dwelling Unit Memorandum
http://www.hcd.ca.gov/policy-research/docs/2016-12-12-ADU-
TA-Memo.docx.pdf

Jumpstarting the Market for Accessory Dwelling Units
https://ternercenter.berkeley.edu/more-ADUs

Santa Cruz Accessory Dwelling Unit Manual
http://www.cityofsantacruz.com/home/showdocument?id=8875
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