
 

 

SENATE COMMITTEE ON GOVERNANCE AND FINANCE 
Senator Mike McGuire, Chair 

2021 - 2022  Regular  

      

Bill No: SB 6 Hearing Date: 3/11/21 
Author: Caballero Tax Levy: No 

Version: 3/8/21      Fiscal: Yes 

Consultant: Favorini-Csorba 

  LOCAL PLANNING:  HOUSING:  COMMERCIAL ZONES 

 
Enacts, until January 1, 2029, the Neighborhood Homes Act, which establishes housing as an 
allowable use on any parcel zoned for office or retail uses. 

 

Background  

Planning and approving new housing is mainly a local responsibility.  The California 
Constitution allows cities and counties to “make and enforce within its limits, all local, police, 

sanitary and other ordinances and regulations not in conflict with general laws.”  It is from this 
fundamental power (commonly called the police power) that cities and counties derive their 

authority to regulate behavior to preserve the health, safety, and welfare of the public—including 
land use authority.   

Planning and Zoning Law.  State law provides additional powers and duties for cities and 
counties regarding land use.  The Planning and Zoning Law requires every county and city to 

adopt a general plan that sets out planned uses for all of the area that it covers.  A general plan 
must include specified mandatory “elements,” including a housing element that establishes the 

locations and densities of housing, among other requirements.  Cities’ and counties’ major land 
use decisions—including most zoning ordinances and other aspects of development permitting—
must be consistent with their general plans.   

Zoning and approval processes.  Local governments use their police power to enact zoning 

ordinances that establish the types of land uses that are allowed or authorized in an area.  Zoning 
often identifies a primary use for parcels in the area, as well as other uses that are allowed if they 

meet conditions imposed by the local government.  For example, an agricultural area may be 
zoned to allow agricultural uses “by right”—without local discretion—but also allow 
development of a single family home as an ancillary use, so that the farmer has a house to 

inhabit.  Zoning ordinances also contain provisions to physically shape development and impose 
other requirements, such as setting maximum heights and densities for housing units, minimum 

numbers of required parking spaces, setbacks, and lot coverage ratios.  These ordinances can also 
include conditions on development to address aesthetics, community impacts, or other particular 
site-specific considerations.   

State housing laws.  The Legislature has enacted a variety of statutes to facilitate and encourage 
the provision of housing, particularly affordable housing and housing to support individuals with 
disabilities or other needs.  Among them is the Housing Accountability Act (HAA), enacted in 
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1982 in response to concerns over a growing rejection of housing development by local 
governments due to not-in-my-backyard (NIMBY) sentiments among local residents (SB 2011, 

Greene).  The HAA, also known as the “Anti-NIMBY” legislation, restricts a local agency’s 
ability to disapprove, or require density reductions in, certain types of residential projects.  The 
HAA limits the ability of local governments to reject or render infeasible housing developments 

based on their density without a thorough analysis of the economic, social, and environmental 
effects of the action.  Specifically, when a proposed development complies with objective 

general plan and zoning standards, including design review standards, a local agency that intends 
to disapprove the project, or approve it on the condition that it be developed at a lower density, 
must make written findings based on substantial evidence that the project would have a specific, 

adverse impact on the public health or safety and that there are no feasible methods to mitigate or 
avoid those impacts other than disapproval of the project. 

State law also imposes numerous requirements on the housing element of a general plan.  A local 
government’s housing element must allow for enough housing to be produced to meet the 

jurisdiction’s regional housing need allocation (RHNA) for several income bands: very low, low, 
moderate, and above moderate households.  The Department of Housing and Community 

Development (HCD) reviews and certifies housing elements as compliant with state law, and 
also reviews their zoning ordinances for consistency with the approved housing element.  
Housing element law sets forth certain densities that are deemed suitable for the development of 

lower-income housing: 

 In rural jurisdictions: at least 10 or 15 units per acre, depending on existing population 
concentrations. 

 For a suburban jurisdiction: at least 20 units per acre. 

 For urban jurisdictions: at least 30 units per acre. 

SB 35 (Wiener, 2017).  In 2017, the Legislature enacted a substantial package of legislation 

aimed at addressing the state’s housing crisis.  Among other legislation, the Legislature enacted 
SB 35 (Wiener) to provide for a streamlined, ministerial process for approving housing 

developments that are in compliance with the applicable objective local planning standards—
including the general plan, zoning ordinances, and objective design review standards.  SB 35 was 
intended to enable developments that face local opposition, but are consistent with local 

objective development standards, to be constructed.  To be eligible for streamlining under SB 35, 
a specified percentage of the total housing units in the development must be affordable to lower-

income households (those under 80 percent of area median income), as follows: 

 10 percent, if the locality has not issued building permits for enough above moderate-
income—greater than 120 percent of area median income (AMI)—units to meet their 

RHNA requirement.  If a project is located within the nine-county Bay Area, the project 
may instead include 20 percent of the units affordable to moderate income households 
(up to 120 percent AMI). 

 50 percent, if the locality has not issued building permits for enough lower-income units 
to meet their RHNA requirement; or 

 The percentage in a local inclusionary zoning ordinance if it is higher than the 
requirements above.   
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All but 30 cities and counties in California are subject to some streamlining under SB 35 because 
they have not issued building permits to housing units sufficient to meet their RHNA at one or 

more income levels.   

SB 35 also included certain requirements for labor standards, such as the use of a skilled and 
trained workforce on an eligible project, and sunsets on January 1, 2026.  However, SB 35 
exempts projects of 10 housing units or less from the affordability requirements and labor 

standards. 

Last year, the Legislature added a process to SB 35 for determining if a project would affect 
tribal cultural resources (AB 168, Aguiar-Curry).  This process includes a consultation between 

the California Native American Tribes traditionally affiliated with the project area and the 
relevant local government to identify tribal cultural resources and agree upon mitigation 

measures needed to preserve them. 

California’s housing challenges.  California faces a severe housing shortage.  In its most recent 
statewide housing assessment, HCD estimated that California needs to build an additional 
100,000 units per year above recent averages of 80,000 units per year to meet the projected need 

for housing in the state.  Prior to the onset of COVID-19, California was building approximately 
100,000 to 115,000 units a year in recent years, but many analysts expect homebuilding activity 

to drop.  

A variety of causes have contributed to the state’s lack of housing production.  Recent reports by 
the Legislative Analyst’s Office (LAO) and others point to local approval processes as a major 
factor.  They argue that local governments control most of the decisions about where, when, and 

how to build new housing, and those governments are quick to respond to vocal community 
members who may not want new neighbors.  The building industry also points to California 

Environmental Quality Act (CEQA) review, and housing advocates note a lack of a dedicated 
source of funds for affordable housing.   

This shortage has driven up housing prices and resulted in overcrowding within existing homes.  
According to a January 2020 report by the Public Policy Institute of California, “the share of 

Californians with excessive housing costs is quite high: 38 percent of mortgaged homeowners 
and 55 percent of renters spend more than 30 percent of their total household income on housing, 

compared with 28 percent and 50 percent nationwide…. California’s rate of overcrowding—the 
share of housing units with more than one resident per room—was 8.3 percent in 2018, well 
above the national rate of 3.4 percent. Overcrowding is especially high for rental units: at 13.4 

percent, it is more than twice the national rate and the highest in the nation.” 

COVID-19 effect on housing. The COVID-19 pandemic has only exacerbated California’s 
housing challenges.  According to the California Association of Realtors’ January 2021 home 

sales and price report, the median home price in California jumped by almost 22 percent from 
January 2020 to January 2021, in part due to reluctance of sellers to list homes during the 

pandemic. At the same time, as many Californians became unemployed due to the pandemic, 
more individuals at risk of homelessness have fallen into homelessness.  The Legislative 
Analyst’s Office notes in a January 2021 post, “Even before the pandemic, the high cost of 

housing in California placed renter households in a precarious position, particularly the 1.5 
million low‑ income households who pay at least half of their income in rent.  A 

pandemic‑ induced job loss adds further financial stress to these households.  Due to the 
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composition of the industries and occupations most affected by public health restrictions and 
declining economic activity, renter households have faced higher rates of job loss during the 

pandemic because job losses have been concentrated among lower‑ wage workers who are much 
more likely to rent than higher‑ wage workers.” 
 

Retail shift.  According to an April 24, 2020, brief published by McKinsey and Company, the 
onset of COVID-19 has aggravated the existing challenges that the retail sector faces, including: 

 A shift to online purchasing over brick-and-mortar sales; 

 Customers seeking safe and healthy purchasing options; 

 Increased emphasis on value for money when purchasing goods;  

 Movement towards more flexible and versatile labor; and 

 Reduced consumer loyalty in favor of less expensive brands. 

With several large retailers such as Nieman Marcus, J.C. Penney, J. Crew, and Pier 1 filing for 
bankruptcy, store closings have already been announced or are expected in the future.  According 
to the research and advisory firm Coresight Research, 2020 saw the closures of 8,741 stores, and 

2021 could bring as many as 10,000 additional closures. The investment firm UBS estimates that 
by 2025, 100,000 stores in the United States will close as online sales grow from 15 percent to 

25 percent of total retail sales.  

The author wants to make it easier to develop housing on sites currently zoned for office and 
retail use. 

Proposed Law 

Senate Bill 6 enacts, until January 1, 2029, the “Neighborhood Homes Act,” which establishes a 

housing development project as an allowable use on a “neighborhood lot,” which is defined as a 
parcel within a commercial zone where office and retail uses are permitted, so long as the parcel 
is not adjacent to an industrial use.  A housing development project on a neighborhood lot must 

comply with all of the following requirements: 

 The density for the housing development must meet or exceed the applicable density 
deemed appropriate to accommodate housing for lower income households under housing 

element law.   

 The project must comply with all local zoning, parking, design, public notice or hearing 

requirements, local code requirements, ordinances, and permitting procedures that apply 
in a zone that allows housing at the density required by the bill.  If more than one zoning 

designation in the city or county meets this requirement, the zoning standards that apply 
to a neighborhood lot are the same zoning standards that apply to the closest parcel that 
allows for residential use at that density.  If the existing zoning on the parcel allows 

denser residential use, the existing zoning applies.   

 All other local requirements for a neighborhood lot, other than those that prohibit 

residential use or allow residential use at a lower density than provided by the bill. 

 The development must record a deed restriction that at least an unspecified percentage of 

the units have an affordable housing cost or affordable rent for lower income households.  

 The developer must certify that the project either is a public work or will pay prevailing 

wage and use a skilled and trained workforce for all levels of contractors.  
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A housing development project may consist of entirely residential units or a mix of retail 
commercial, office, or residential uses, except that the project cannot include a hotel or other 

transient lodging and must devote at least 50% of the square footage of the project to residential 
uses.  Additionally, the local agency must require that the rental of any unit is for a term longer 
than 30 days. 

SB 6 allows a local agency to exempt a lot zoned for commercial retail or office use from the bill 

if the local agency concurrently reallocates the lost residential density to other lots so that there is 
no net loss in residential density, but only if the lots are: 

 Suitable for residential development, using an existing definition in housing element law; 

and 

 Subject to an ordinance that allows for development by right. 

SB 6 provides that its provisions do not alter or lessen the applicability of any housing, 

environmental, or labor law applicable to a housing development authorized by the bill, 
including, but not limited to: the California Coastal Act of 1976, CEQA, the HAA, density bonus 

law, obligations to affirmatively further fair housing, and state or local housing and tenant 
protection laws.  SB 6 allows a project to apply for a density bonus and provides that for the 
purposes of the HAA, a project is deemed consistent, compliant, and in conformity with local 

standards if it meets the other requirements in the bill for development on a neighborhood lot.   

SB 6 allows housing developments on neighborhood lots to be eligible for SB 35’s streamlined 
ministerial approval process if it meets all of the following requirements: 

 The proposed project meets the other requirements in SB 6 for a development on a 

neighborhood lot; 

 The site has not been previously developed under SB 35 with a project of 10 units or 

fewer; 

 Neither the developer of the project or any person acting in concert with the developer 

has previously proposed a project under SB 35 of 10 units or fewer on the same site or an 
adjacent site; 

 The proposed project meets all of SB 35’s other requirements; and 

 The site is zoned for office or retail commercial use and 50 percent or more of its total 

square footage has been vacant for a period of at least three years prior to the submission 
of the application. 

SB 6 includes findings and declarations to support its purposes and sunsets its provisions on 

January 1, 2029. 

State Revenue Impact 

No estimate. 

Comments 

1. Purpose of the bill.  According to the author, “This bill will allow cities to approve, through an 
expedited process, the reuse of infill property zoned for retail and office space for residential 
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construction. This adaptive reuse of shopping malls or strip malls will reduce greenhouse gas 
emissions and urban sprawl. Shopping malls, strip malls, and ‘big box’ retail stores face a new 

reality: consumers’ needs are being met online.  Many shopping centers struggle to remain viable 
as large anchor stores like Sears, K-Mart, and Toys R Us close their doors or go out of business 
leaving vacant, often-times run-down, commercial centers.  

“While commercial vacancies are growing, California’s housing crisis continues to worsen. 

According to the California Budget and Policy Center, over 50% of renters and nearly 40% of 
homeowners pay more than 30% of their income in rent.  In addition, the Public Policy Institute 

of California recently reported that California’s housing shortage continues to grow as the 
number of residential building permits issued for 2018 and 2019 were far below the 
recommended annual average of new homes needed. This bill allows for the transformation of 

underperforming commercial sites into mixed-use use centers with residential units, with some 
affordability restrictions, often in locations that are well connected to major transportation 

routes.” 

2. Gotta keep ‘em separated.  A fundamental principle of zoning since the United States Supreme 
Court upheld an early zoning ordinance in 1926 (Village of Euclid v. Ambler Realty Co., 272 

U.S. 365 (1926)) has been that allowing some uses in one area but prohibiting others can be 
integral to protecting the public welfare.  Local governments have historically separated uses to 
avoid siting incompatible activities, such as agriculture and residential activity, near one another.  

It also mitigates potential public health issues, such as air pollution impacts from heavy 
industrial uses on nearby residents.  SB 6 allows residential use on properties that are zoned 
instead for office and retail uses, and thereby contravenes this principle.  It also undermines the 

planning decisions made by local officials, who established which uses are allowed and at what 
intensity.  In addition, SB 6 allows relatively intense residential uses—up to 30 units an acre in 

some jurisdictions—on parcels that may have been set aside for lower intensity retail activities 
that don’t bring many customers to an area.  This may pose a particular challenge for 
jurisdictions without the necessary infrastructure and services to meet the demands of new 

residents, which could particularly impact rural jurisdictions.  Finally, SB 6 establishes housing 
as an allowable use on many parcels through state legislative action, which doesn’t require 

CEQA analysis. However, if local agencies were to enact an ordinance accomplishing the same 
rezoning as in SB 6, that ordinance would likely be considered a project under CEQA and 
therefore undergo environmental review that won’t occur under SB 6.  Should the state allow this 

type of residential use in places where local governments have decided it isn’t appropriate? 

3. Local control, lite?  While not adhering to the separation of uses that typically underlies local 
zoning, the mixed-use development enabled by SB 6 is to a large degree consistent with missives 

of the progenitor of modern planners, Jane Jacobs.  In her landmark book, The Death and Life of 
Great American Cities, Jacobs identifies thriving places as those that allow a mix of different 

uses in the same place and have high population densities and pedestrian-friendly blocks. SB 6 
moves California in this direction while taking into account some degree of local control.  First, 
SB 6 applies housing standards, adopted by the local government, from nearby parcels to office 

and commercial retail sites.  SB 6 also limits the potential for incompatible uses to be sited near 
one another by prohibiting the bill from being used on sites adjacent to industrial uses.  The bill 

also only applies to sites where local government has adopted those retail and office zoning 
designations, which inherently come with the expectation by the local government that people 
will spend extended periods of time in those areas.  SB 6 also recognizes that density suitable for 

an urban jurisdiction is not suitable for rural jurisdictions by importing density requirements 
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from existing housing element law.  Finally, the bill allows development, but doesn’t require 
local government to permit it if there are specific adverse impacts to the public health and safety, 

and allows local governments to impose other conditions, except on long-vacant sites.  Does SB 
6 strike the right balance between respecting local zoning and enabling mixed-use development? 

4.  Sure, but will it work?  SB 6 overlays residential zoning on office and commercial retail 
zones to revitalize underutilized properties.  But local agencies that want to can already adopt 

this type of zoning on their own.  Accordingly, there may be other reasons that vacant retail or 
office spaces haven’t been redeveloped into housing outside of local zoning that SB 6 may not 

address.  For example, a 2014 guidebook on redeveloping vacant commercial property, authored 
by the Greater Ohio Policy Center and the German Marshall Fund of the United States, identified 
numerous barriers to redevelopment of blighted commercial property, including poor building 

conditions, complicated property titles, weak market demand, poor neighborhood perceptions, 
uncooperative property owners, limited access to capital, and limited capacity and quality of 

businesses.  SB 6 also requires developers to include an unspecified amount of affordable 
housing and meet stringent labor standards.  Both of these requirements support important policy 
goals but can also add costs that make development more challenging, particularly outside of 

higher-priced urban markets.  Additional policy changes may be needed to help SB 6 reach its 
full potential for housing construction. 

5.  Charter city.  The California Constitution allows cities that adopt charters to control their own 

“municipal affairs.”  In all other matters, charter cities must follow the general, statewide laws.  
Because the Constitution doesn't define "municipal affairs," the courts determine whether a topic 
is a municipal affair or whether it's an issue of statewide concern.  SB 6 says that its statutory 

provisions apply to charter cities.  To support this assertion, the bill includes findings and 
declarations stating that ensuring access to affordable housing is a matter of statewide concern. 

6.  Mandate.  The California Constitution requires the state to reimburse local governments for 

the costs of new or expanded state mandated local programs.  Because SB 6 adds to the duties of 
local planning officials and expands the crime of perjury, Legislative Counsel says that the bill 

imposes a new state mandate.  SB 6 disclaims the state's responsibility for providing 
reimbursement because the costs are due to expanding a crime or because local governments can 
charge for the costs of implementing the bill's provisions.   

7. Triple referral.  The Senate Rules Committee has ordered a triple referral of SB 6: first to the 

Senate Governance and Finance Committee to hear issues of local zoning; next to the Senate 
Housing Committee, which has jurisdiction over housing issues; and finally to the Senate 

Judiciary Committee.  However, due to the ongoing health and safety risks of the COVID-19 
virus, the referral to Judiciary was rescinded. 

8.  Related legislation. SB 1385 (Caballero, 2020) was substantially similar to SB 6, although SB 
1385 did not include several provisions contained in SB 6, chiefly: (1) labor protections and (2) a 

requirement for a certain percentage of the housing units to be affordable.  SB 1385 was 
approved by the Senate Governance and Finance Committee on a vote of 6-0, but died in the 

Assembly Local Government Committee.   

AB 115 (Bloom) also allows residential developments in commercial zones, but differs from SB 
6 in several ways, including that it: (1) does not include labor protections, (2) establishes 

development standards in the bill instead of deferring to local governments, (3) requires 20 
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percent of the units to be affordable, and (4) sunsets on January 1, 2031.  AB 115 is almost 
identical to AB 3107 (Bloom, 2020), which died in the Senate Housing Committee.  AB 115 is 

currently pending in the Assembly Housing and Community Development Committee. 

Finally, SB 6 is part of the Senate’s housing package, along with the following bills: 

 SB 5 (Atkins), which states the intent of the Legislature to authorize the issuance of 
bonds to finance housing-related programs that serve the homeless and extremely low 

income and very low income Californians.  SB 5 is currently pending in the Senate Rules 
Committee. 

 SB 7 (Atkins), which reenacts the Jobs and Economic Improvement Through 

Environmental Leadership Act of 2011 (AB 900, Buchanan) to allow for streamlined 
judicial review of large projects that meet high environmental and labor standards.  SB 7 

also allows a housing project with at least 15% of its units affordable to lower income 
households and a minimum investment of $15 million and that meets other criteria to use 

the same streamlining provisions.  SB 7 is currently pending at the Assembly Desk. 

 SB 8 (Skinner), which makes a nonsubstantive change to density bonus law.  SB 8 is 

currently pending in the Senate Rules Committee. 

 SB 9 (Atkins), which requires ministerial approval of duplexes and specified parcel maps.  
SB 9 is currently pending in the Senate Housing Committee and is double-referred to 

Senate Governance and Finance Committee. 

 SB 10 (Wiener), which allows a local government to adopt an ordinance to allow up to 10 

units per parcel, notwithstanding local voter initiatives, in infill, transit-rich, or high 
opportunity areas.  SB 10 also provides that this zoning is not considered a project under 

the California Environmental Quality Act.  SB 10 is currently pending in the Senate 
Housing Committee and is double-referred to the Senate Governance and Finance 
Committee. 

Support and Opposition (3/9/21) 

Support: Abundant Housing LA; Build Affordable Faster California; California Association of 
Realtors; East Bay for Everyone; Los Angeles Business Council; Techequity Collaborative; 
Terner Center for Housing Innovation at the University of California, Berkeley. 

Opposition: California Coalition for Rural Housing; California Housing Consortium; California 
Housing Partnership; Catalysts; City of Beverly Hills; City of Santa Clarita; City of Torrance; 

Housing California; Non Profit Housing Association of Northern California; Southern California 
Association of Nonprofit Housing; Western Electrical Contractors Association 

-- END -- 


