Item 7

CITY COUNCIL

Meeting Date: November 25, 2024
General Plan Element: Economic Vitality
General Plan Goal: Manage land uses to enhance economic development while

protecting neighborhoods.

ACTION

Adaptive Reuse & Development Application Determination Text Amendment
3-TA-2024

Request to consider the following:

1. Adopt Ordinance No. 4651 for the purposes of amending the City of Scottsdale Zoning
Ordinance (Ordinance No. 455) Article |, Section 1.206. (Processing Of Development
Applications.) and Section 1.305. (Review Of Applications.), Article Ill, Section 3.100.
(Definitions), Article V, Section 5.2102. (Planned Community — P-C, General Provisions) and
Section 5.2605. (Planned Regional Center — PRC, Use Regulations), Article VII. — General
Provisions, and Article Xl — Land Use Tables for the purposes of addressing recent State of
Arizona Legislation relating to Adaptive Reuse (HB2297) & Development Application
Determination (SB1162) as provided in Case No 3-TA-2024, and

2. Adopt Resolution No. 13253 declaring as a public record that certain document filed with
the City Clerk of the City of Scottsdale and entitled “Adaptive Reuse & Development
Application Determination Text Amendment - 3-TA-2024”, and

3. Adopt Resolution No. 13254 declaring as public record those certain documents filed with
the City Clerk of the City of Scottsdale and entitled “Scottsdale Commercial and
Employment Hubs and Essential Areas Table” and “Scottsdale Total Allocated Multifamily
Conversion Development Projects Allotment”.

Related Policies, References:

Scottsdale General Plan 2035, as amended
Zoning Ordinance

Key Items for Consideration

* Amending the City’s Zoning Ordinance to ensure compliance with State law, including:
o Arizona State Legislature passed HB2297 - required compliance by January 1, 2025
o Arizona State Legislature passed SB1162

STAFF CONTACTS

Brad Carr, AICP, LEED-AP, Planning & Development Area Manager — Current Planning Services
Adam Yaron, Planning & Development Area Manager — Long Range Planning Services

Action Taken
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APPLICABILITY

Citywide

BACKGROUND

In the 2024 session, the Arizona State Legislature passed HB2297 (Attachment 1), which
requires Arizona municipalities with a population of 150,000 or more to establish standards to
allow not more than ten percent (10%) of existing commercial, office and mixed-use buildings
to be repurposed to multifamily housing, subject to certain limitations and requirements. A key
component of HB2297 specifies that the process of converting from the existing use to the new
multifamily residential use must occur without requiring any public hearings. In Scottsdale, that
would include rezoning, conditional use permit and development review hearings. Further, the
Arizona State Legislature also passed SB1162 (Attachment 2). Included in this bill are
requirements that Arizona municipalities amend their Zoning Ordinances to address the
processing of zoning applications and outline specific time frames for review and approval of
zoning applications. The Governor signed both bills and the new legislation became effective
September 14, 2024. Scottsdale now must amend its Zoning Ordinance by January 1, 2025, to
comply with State Law.

ANALYSIS & ASSESSMENT

The following summarizes staff’s analysis of HB2297 and SB1162, and recommended
responses to this new legislation that are proposed within 3-TA-2024 (Attachments 3 and 4).

HB2297 - Adaptive Reuse

HB2297 requires municipalities with a population of 150,000 or more to establish standards to
allow the conversion of not more than ten percent (10%) of the total existing commercial, office,
or mixed-use buildings within a municipality to multifamily residential development uses
without a public hearing process. Conversion eligibility is determined by several different factors
including the total area a municipality chooses to allocate for conversion, property size,
property condition, infrastructure, building code requirements, and the provision of moderate
or low-income housing. Eligibility is further limited by exclusion areas such as those designated
for commercial protection by the City, and areas in the vicinity of an airport.

The City’s intent is to preserve its current approach to planning and development, including the
public input and hearing processes, while still meeting the legal parameters of the bill. This
includes:

* Excluding 10% of existing commercial, office, and mixed-use buildings within eligible
parts of the city, which will be designated as Commercial or Employment Hubs or
Essential Commercial or Employment Use Areas,

* Excluding land in an area that is designated historic by a local government, or that is
designated as historic on the national register of historic places, and

* Excluding land in the vicinity of a Federal Aviation Administration commercially licensed
airport or general aviation or public airport as defined by State Law.

The new legislation sets forth criteria that a municipality must follow in establishing standards
for conversion to multifamily residential development, which include:
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The city cannot:

require rezoning, conditional use permits, or any other type of development application
that would require the types of public hearings that the city would normally require for
such changes in buildings and land uses from commercial and office to multifamily
residential, and

establish setback, density, parking & building height requirements that are any greater
than the requirements set forth in State Law.

The city can require:

administrative site plan review and approval,

public utility review,

adequate public sewer and water service,

compliance with applicable Building and Fire Codes,

that the existing buildings are economically or functionally obsolete,

that the existing buildings are located on a parcel or parcels that are at least one (1) acre
in size, but no more than twenty (20) acres in size, and

a minimum of ten percent (10%) of the total new dwelling units be set aside for either
moderate-income housing or low-income housing, or any combination of the two for at
least twenty (20) years after the initial occupation of the proposed development.

In response to HB2297, the proposed draft text amendment includes the following:

New Zoning Ordinance definitions for: Building Code, Economically or Functionally
Obsolete, Low-income Housing, Moderate-income Housing, and Multifamily
Conversion. These definitions will ensure critical elements of the State Law are
incorporated, and subsequently implemented, into the city’s Zoning Ordinance as
required by State Statute.

Establish a new defined land use entitled “Multifamily Conversion” in commercial zoning
districts throughout the Zoning Ordinance.

Establish qualifications to utilize the Multifamily Conversion land use, including:

o A Multifamily Conversion development must be located on a parcel or parcels that
have an existing commercial, mixed-use, or office building or buildings that have
received a Certificate of Occupancy on or before December 31, 2024,

o A Multifamily Conversion development must be located on a parcel or parcels that
are a minimum of one (1) net acre in size, but not more than twenty (20) net acres in
size,

o A Multifamily Conversion development shall not be located in any of the exclusion
areas as permitted by State Statute and noted above.

o A Multifamily Conversion development must demonstrate adequate public water
and sewer infrastructure service for the entire proposed development, as
administered by the City of Scottsdale.

o A Multifamily Conversion development must demonstrate that the existing building
or buildings located on the parcel or parcels of the development have been
economically or functionally obsolete for at least six (6) consecutive months, to the
satisfaction of the Zoning Administrator or designee. This requirement ensures that
the building’s obsolescence is not a temporary condition.
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o A Multifamily Conversion development must allocate a minimum of ten (10%)
percent of the total dwelling units of the Multifamily Conversion development as
either moderate-income housing or low-income housing, or any combination
thereof, for at least twenty (20) years after the initial occupation of the proposed
development project, in a form satisfactory to the City Attorney or designee.

o A Multifamily Conversion development must have a total gross floor area that
cumulatively with any existing and approved Multifamily Conversion development,
does not exceed the Scottsdale Total Allocated Multifamily Conversion Development
Projects Allotment. Fulfillment of the allotment is determined by:

= The number of buildings and/or building area redeveloped for Multifamily
Conversion; in culmination with

= The number of buildings and/or building area with approved building permits for
Multifamily Conversion but not yet completed; in culmination with

= The number of buildings and/or building area with submitted construction
documents for development of a Multifamily Conversion but not yet permitted.

Finally, the legislation outlines certain property development standards that a municipality must
follow for a Multifamily Conversion. Generally, a Multifamily Conversion development will be
subject to the property development standards of the underlying zoning district for which the
development is located. However, per the new State Law the property development standards
for building setbacks, density allowances, and building height maximum allowances will be
based upon established multifamily residential development within one mile of a Multifamily
Conversion. If a new Multifamily Conversion development is not located within one mile of an
established multifamily residential development, then the Multifamily Conversion property
development standards will be based upon that of existing multifamily residential zoning
districts in the Zoning Ordinance. Those property development standards specified in the State
Law include:

Density
* The maximum multifamily residential density for a Multifamily Conversion development
shall be equal to the highest allowable multifamily residential density of a multifamily
residential zoning district within one (1) mile of the subject Multifamily Conversion
development. If there is no multifamily residential zoning district within one (1) mile of
the subject Multifamily Conversion development, the maximum multifamily residential
density for the subject Multifamily Conversion development shall be equivalent to the
Two-Family Residential (R-2) zoning district.
o A Multifamily Conversion development constructed does not qualify as being within
one (1) mile of a subsequent Multifamily Conversion development, or as the next
closest multifamily residential district in the Zoning Ordinance.

Building Height

* The maximum building height for a Multifamily Conversion development located within
one hundred (100) feet of a Single-family Residential District shall not exceed the lesser
of two stories or thirty (30) feet (inclusive of rooftop appurtenances). This building height
limitation applies to all buildings of the Multifamily Conversion development.

* The maximum building height for a Multifamily Conversion development that is not
located within one hundred (100) feet of a Single-family Residential District shall not
exceed the lesser of five (5) stories or sixty (60) feet, or the highest allowable multifamily
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