
This year, the state legislature committed $100 million from 
this source, the largest contribution to date. In 2002, efforts 
by housing advocates led to the passage of legislation au-
thorizing counties to increase document recording fees by 
$10.11 The surcharge has already generated $19 million for 
local governments, which have control over how to direct 
the funds, and about $12 million for the state. 

Idaho, Nevada, and Oregon also all have housing trust 
funds that are adapted to emphasize local priorities. In Or-
egon, for example, projects funded through its housing trust 
fund must include a resident services component, for ex-
ample, providing financial literacy classes, daycare, or refer-
rals to a job training program. In Nevada, trust fund dollars 
are targeted to those earning below 60 percent of AMI, in 
an effort to help low-wage workers priced out of Nevada’s 

burgeoning real estate market.
Although not all states have established the ideal trust 

fund with a dedicated revenue stream, more and more state 
and municipal governments have recognized the need for 
identifying local funding for affordable housing. According 
to Washington State Representative Hans Dunshee, the pub-
lic investment is well worth it. “In Washington, the housing 
trust fund is a critical part of our strategy to provide afford-
able housing, and the funds are often what puts a project in 
the black and gets it built. The challenge now is to do more. 
Out of a total $2.4 billion budget, $100 million is just a drop 
in the bucket. What if funding went to $200 or $300 mil-
lion? With our skyrocketing house prices, we need to keep 
thinking big and innovating to ensure that we’re creating a 
just society in which everyone has a safe and affordable place 
to live.”  

Not just your granny’s flat

By any measure, Santa Cruz County, California is one of the least affordable housing markets in the nation. Median home 
prices there hit a record high of $785,000 in June of 2005, leaving only 11 percent of county residents able to afford 
a median-priced home.1 Rents there are also some of the highest in the nation, with two-bedroom apartments only truly 
affordable to renters earning more than $25 an hour.2 

As one of their measures to increase housing affordability, the City of Santa Cruz has implemented a series of permitting 
and zoning changes meant to encourage the construction of accessory dwelling units (ADUs), also known as “granny” 
or “in-law” flats. These housing units are small, self-contained secondary apartments on the same lot as residential build-
ings, built either within the building envelope or as an addition or conversion of a detached garage or carriage house. 
The units represent additions to the affordable rental stock of a given community and can offer housing opportunities for 
low-income workers and seniors. 

Santa Cruz encourages the construction of ADUs through simpler and shorter permitting processes, and offers incen-
tives such as technical assistance for homeowners seeking to design and construct ADUs, wage subsidies for ADU 
builders who employ graduates from the county’s building trades training program, and low interest rate loans for own-
ers making their units affordable to persons earning below 80 percent of area median income (AMI). The city has also 
published a manual for ADU production. The State of California supported the program through a $350,000 Sustainable 
Communities Grant, and the program has received awards from planning, architectural, and environmental groups. 

Santa Cruz is ahead of the curve in establishing their ADU ordinance. In many areas, zoning and building codes often 
restrict the development of ADUs, and inspectors in some jurisdictions seek to remove existing ADUs from the housing 
stock, citing them as illegal units out of compliance with code. Communities sometimes object to ADUs out of concern 
that increased residential density will put pressure on the availability of parking and otherwise disturb the character of 
the neighborhood. 

But providing affordable housing opportunities through ADUs offers a number of community benefits. ADUs take shape 
as small-scale development with minimal disruption to neighborhood aesthetics. As infill development, ADUs offer afford-
able housing without requiring additional land or infrastructure, thus contributing to efficient land-use patterns and “smart 
growth.” ADUs benefit homeowners because extra income from secondary units can contribute to the owner’s mortgage 
payments. In addition, ADUs require no public funds and result in the expansion of less-expensive housing across scat-
tered sites rather than concentrating units in one area. 

ADUs offer a means to provide affordable housing units in an efficient and neighborhood-compatible way, and carefully 
constructed ADU ordinances can alleviate community concerns and allow for proper regulation of the units. ADUs can 
be considered as an important component of the affordable housing toolkit, particularly in higher cost areas where both 
subsidies and land for affordable housing development are scarce. 
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