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CAI'I'I'AL OF S[L,IC,ON VALLEY 

TO: HONORABL,E MAYOR AND FROM: Joseph Horwedel 
CITY COTJNCIL L,eslye Krutko 

SUBJECT: ABAG'S PROPOSED REGIONAL DATE: January 5,2007 
HOIJSING NEEDS 
METHODOLOGY 

COUNCIL, DISTRICT: Citywide 
SNI: All 

REASON FOR THE ADDENDUM 

On January 18, 2007, the Association of Bay Area Government (ABAG) Executive Board is 
scheduled to decide the final Regional Housing Needs Allocation (RHNA) Methodology. The 
January 9, 2007 City Council meeting is the only opportunity for the City Council to consider its 
comments on the methodology. 

RECOMMENDATION 

It is recommended that the City Council direct the City Manager to prepare a letter forwarding 
comments to the Association of Bay Area Governments regarding the proposed Regional 
Housing Needs Methodology. 

OUTCOME 

The prepasation of a letter would formally transmit San Jose's comments on the proposed 
Regional Housing Needs Allocation (RHNA) methodology. 

BACKGROUND 

By State law, the Association of Bay Area Goverriments (ABAG) is responsible for allocating 
the State-determined regional housing need to all jurisdictions in the Bay Area for the planning 
period of 2007 - 2014. Each jurisdiction must then update its General Plan Housing Element to 
document how it will achieve this housing allocation during the planning horizon. State law 
requires that the State Department of Housing and Community Development certify Housing 
Elements as a prerequisite to the receipt of certain State infrastnlcture incentives. In other 
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words, the regional housing need and Housing Element processes should be taken seriously. San 
Jose has a strong track record of certified Housing Elements, planning for the pro,jected housing 
need, and facilitating the construction of housing for all income levels. 

A Housing Methodology Committee (HMC) was established in May 2006 to advise ABAG staff 
in developing a recommended methodology for allocatirig the regional need for adoption by the 
ABAG Executive Board. The HMC was comprised of local elected officials, city and county 
staff, arid stakeholder representatives. Laurel Prevetti, Deputy Director of Planning, represented 
Sari Jose on this Committee and was one of three representatives for the jurisdictions within 
Santa Clara County. 

The Committee concluded its work in October and the ABAG Executive Board accepted the 
Committee's recommendation of a methodology in November 2006, starting a 60-day comment 
period. On January 18, 2007, the ABAG Executive Board is scheduled to take firial action on the 
housing allocation methodology. Comments should be provided by this date. This 
memorandum describes the proposed methodology, additional alternatives recently put forth by 
ABAG staff, and suggested comments to the ABAG Executive Board. 

The overall schedule for the housing allocation process and Housing Element update is: 
January 18,2007: ARAG Executive Board adopts final methodology 
March 1, 2007: Determination of regional housing need 
June 30,2007: Release of draft housing allocations 
June 30,2008: Release of final housing allocations 
June 30,2009: Housing Element revisions due to HCD 

ANALYSIS 

Proposed Allocation Methodology 
The regional housing needs allocation methodology assigns each jurisdiction in the Bay Area its 
share of the region's total housing need. The methodology is a mathematical equation that 
consists of weighted factors to meet the following state mandated objectives: 

(1) Increase the housing supply and the mix of housing types, tenure, and affordability in all 
cities and counties within the region in an equitable manner, which shall result in each 
jurisdiction receiving an allocation of units for low and very low income households. 

(2) Prornote infill development and socioeconomic equity, the protection of environmental 
and agricultural resources, and the encouragement of efficient development patterns. 

(3) Promote improved intraregional relationship choices between jobs and housing. 
(4) Allocate a lower proportion of housing need to an income category when a jurisdiction 

already has a disproportionately high share of households in that income category, as 
compared to the countywide distribution of households in that category from the most 
recent decennial United States census. 

State law was changed in 2004 to allow ABAG and other Councils of Governments to utilize 
their projections as the basis for the housing allocations, subject to HCD approval. Every two 
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years, ABAG estimates population, household, and job growth for every jurisdiction in the Ray 
Area. Projections 2007 incorporates "smart growth" principles layered on top of local 
jurisdictions' general plans, with the hope of encouraging communities to focus growth to areas 
with existing and planned infrastructure. Specifically, the Projections now forecast more growth 
in existing urbanized areas particularly near existing and planned transit, and less in edge 
communities. 

State law also identifies specific factors that the Housing Methodology Committee (HMC) had to 
consider for inclusion in the allocation methodology, including: 

Water arid sewer capacity 
L,and suitable for urban development or conversion to residential use 
Protected open space - lands protected by state and federal government 
County policies to protect prime agricultural land 
Distribution of household growth 
Market demand for housing 
City-centered growth policies 
Loss of affordable units contained in assisted housing 
High housing cost burdens 
Housing needs of farm workers 
Impact of universities and colleges on housing needs in a community 

Given that some of these factors are more qualitative, the HMC recommended four key factors 
for the formula: household growth, employment growth, existing employment, and proximity to 
planned and existing transit. The proposed allocation formula assigns a "weight" or percentage 
for each factor: 

* Household Growth (40%): Household growth is defined as a jurisdiction's share of 
household growth during the planning period 2007 - 2014 based on ABAG's Projections 
2007. This factor, as opposed to existing households or total households, allocates housing 
where growth is anticipated to occur based on the Projections. 

Existing; Emplovment (20%) and Employment Growth (20%): The existing employment 
factor attempts to address historic joblhousing imbalances by allocating housing to 
accommodate existing employment (2007). The employment growth factor acknowledges 
that communities adding jobs sho~xld also plan for housing for those jobs. 

* Household Growth near Transit (10%) and Employment Growth near Transit (10%): The 
transit factors add more housing to jurisdictions with existing or planned transit stations as 
defined by growth that would occur within ?h mile of planned or existing fixed transit 
stations. The planned stations are those in the RTP 2005 - Track 1, such as BART to San 
Jose. Current Projections places incrementally more growth along major transportation 
corridors (iricluding major bus routes) and at transit stations. Therefore, using transit as a 
direct factor in the methodology "double counts" transit. Those jurisdictions with existing 
and planned transit (e.g., San Francisco, Oakland and Sari Jose) would receive a relatively 
higher proportion of the housing needs allocation than those jurisdictions without existing or 
planned transit. 
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111 October, tlie Coniinittee recolii~neiided the above rnetl~odology, but did not reach consensus. 
Tlie tlrree largest cities ill the Bay Area would receive significa~itly higher allocatioiis under the 
proposed metliodology tha~i the previous allocatio~l because of tlie extra weigliting of planned 
and existing transit. Sar~ Jose's representative also expressed coilcerils during the process about 
exacerbating existing jobs/housing iinbalalices with the proposed nlethodology. In other words, 
job rich coinmunities would colltinue to have a relatively lower housii~g allocation. 

On January 4, 2007, ABAG carne folward with three new alternatives that modified the transit 
factors. The cities of Oaltland and Sail Francisco continued to argue for 1-10 additional trailsit 
factors, however, the majority of the Comixiittee again recorril~leilded its original n~etl~odology 
which weights both planned and existing transit. Tlie majority of the communities believed that 
their elected officials and coilstituents uiiderstaild "ssmart growth" arid would expect transit to be 
giveii additional weight in the fol~nula. 

Proposed Regional Income Allocations 
I11 October, the HMC unanimously decided that each local jurisdiction sliould plan for income- 
based liousing in the sailie ratio as the regional average income distribution, as follows: 23% 
Very LOW'; 17% Low; 19% Moderate; and 42% Above Moderate. In October, San Jose staff 
supported this approacli because all conilnunities would have equitable percentages, 
increlllentally lrioving all coliillluiiities to provide housing for all incoine levels. This approach, 
I~owever, does not consider existing conceiitrations of low income l~ouseholds. 

On January 4, 2007, ABAG released three altelnative income distribution metl~odologies to 
attempt to "alleviate existing concentrations" of low and very low incoine l~o~~seliolds. Two of 
these proposals (ki~owii as "150%" and "175%", respectively) would allocate a larger share of 
very low and low incolne housing to coinniullities that traditionally have not provided such 
housing. A tliird approacli was a complex, tiered approacli to iilove each jurisdictiol~ closer to a 
regional iilcollle distribution. After some discussiol~, the Conlinittee voted for the "175%" 
alteillative, whicll would assign a greater propol-tion of lower illcollie housing to communities 
which have traditioiially not beell providing as much of this housilig as others. Again, this vote 
was not una~~il~lous. 

Implications for San Jose and Suggested Comments 
Assullling the salne Bay Area allocation of aliiiost 23 1,000 ~ n ~ i t s  as tlie prior RHNA cycle, Sari 
Jose would be required l~ypotl~etically to provide over 33,000 llomes from 2007 tlrrough 2014 
under the proposed methodology. With the other alternatives presented in January, San Jose 
would be required to l~ypothetically provide between 32,000 and 37,000 units. In other words, 
under any af  the proposed metliodologies, Sail Jose's allocatioi~ is sigl~ificantly greater tl~ail it 
was under the previous RHNA cycle. The prior RHNA cycle had a inetliodology that weighted 
housing and job growth equally at SO%, resulting in San Jose having a requirement of 
approximately 26,000 homes. 

' On January 1,2007 new State law took effect which requires, for purpose of the RHNA allocation, the i~lclusion of 
an extremely-low inconle (ELI) category. State law now requires the very-low inconle category be divided in half, 
which llleaIls that the ELI and VL,I categories each represent 1 1.5%. 
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Staff reco~nir~eiids tliat tlie following coliiine~its be subiiiitted to tlie ABAG Executive Board: 
a Appreciation to the ABAG staff for their efforts iii ruilliiiig a variety of sceliarios for 

coiisideratioii by tlie HMC and ABAG Exec~~tive Board. 

a Acluiowledgeinent tliat under ally of tlie proposed inetliodologies, Saii Jose would receive a 
sigiiificalitly liiglier allocatioii. 

Tlie City accepts its respolisibility for providiiig its fair sliare of liousing, and wliile the 
HMC recoiiiineiidatioii does iiot go far eiiougli to alleviate existiiig job/liousing imbalances, 
S a ~ i  Jose geiierally supports tlie HMC's origiiial recommendation because on a regioiial 
basis, liousilig would be focused to illfill locatioils and away fsoin o~~tlyiiig poi-tioiis of tlie 
Bay Area. Tlie planiied and existing traiisit reinforces appropriate locatio~is for liousiiig 
development. 

Should tlie ABAG Executive Board be iiiclilied to respoiid to Sali Fraricisco aiid Oaltlaiid's 
concellis and eiitertaiii a different alteniative, then Saii Jose would reco~iimeiid the 
"reduced transit alternative" wliich corisiders oiily 5% liousiiig growth aiid 5% eiiiplopent 
growth at existiiig traiisit stations. Wliile Saii Jose's allocatioii would liltely increase, so 
would tlie liousiiig requireiiieiits of job-rich cities iii Sa~ita Clara Co~uity. From a 
subregiolial basis, it is appropriate for otlier cities iii the subregioii to plan for Inore housiiig 
to iiiake up for past sliostfalls. 

I11 terins of tlie illcollie allocation, Saii Jose suppoi-ts the inore aggressive "1 75%" approacli. 
In this way, cornixiuiiities would be eiicouraged to do inore than they liave in tlie past to 
provide for low and very low iiicon~e housing. 

Tlie ABAG Executive Board sliould be eiicouraged to adopt iiice~itives and work with the 
Metropolitail Traiisportatioii Com~iiissioii to fund traiisportatioii infrastructure colisiste~it 
witli tlie recollilnelided methodology. In tliis way, coiniiiuliities assuiiiiiig a liiglier 
proportiol~ of Ilousing allocation sliould receive fi~~idiiig for the planned transit projects to 
"reward" tliis approacli. 

Similarly, i~iceiitives aiid funding for deeper affordability levels sliould be pursued and 
distributed to achieve the more aggressive distributioii of liousiiig for low and very low 
ilicoine households. 

Subregions 
Due to tlie interest on tlie past of sollie Council inei~ibers, this report concludes witli a brief 
discussio~i of tlie "subregioii approacli." Under recent legislation, jurisdictioiis liave tlie optioii 
of creating a "subregioii" to forinulate a local methodology. Oiily the Coulity of Sali Mateo, iii 
pastnersliip witli all twenty cities in the County, fol~iied a subregion, as allowed by State statute. 
Uiider tliis approacli, ABAG will assign a sliare of tlie regional need to tlie subregio~i "iii a 
proportion colisistelit witli the distributioii of liouseliolds" in Projectiorzs 2007. Tlie subregioii is 
then responsible for coinpletiiig its own RHNA process that is parallel to, but separate from, tlie 
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regional RHNA process. The subregion is now creating its own inetl~odology, arid will issue 
draft allocations, handle the revision and appeal processes, arid then issue final allocations to the 
~neiiibers of the subregio~i. 

Several cities in Saiita Clara County corisidered foilning a subregion, however, tlie institutional 
relatio~lsl~ips between comnlunities were not conducive to the majority of cities to create a 
subregion during the tight tinie constraints of tlie FSINA process. Plaiiiiing Directors witliin 
Sailta Clara County are tallting now about growth and development issues in tlie hope of having 
a stronger base to consider a subregion approach during the next RHNA cycle. 

POLICY ALTERNATIVES 

The City of Sail Jose could choose not to comment on tlie proposed methodology, however, 
given the City's active participation 011 the ABAG Executive Board, it is prudent for the entire 
Council to corisider the comments on the proposed ~~~etliodology. 

PUBLIC OUTREACH/INTEREST 

0 Criteria 1:  Requires Couiicil action on the use of public funds equal to $1 iilillion or greater. 
(Required: Website Posting) 

0 Criteria 2: Adoption of a new or revised policy that inay have implications for public 
l~ealtl~, safety, quality of life, or financial/ecorioiilic vitality of the City. (Required: E-mail 
and Website Posting) 

0 Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
inay have inipacts to comiilunity services and have been identified by staff, Council or a 
Comnlunity group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

While these categories are not applicable for this item, staff did bring tlie proposed methodology 
to two Housing and Coinrnuriity Developnlent Advisory Corrirnissiori meetings (see discussio~~ 
below under "Coordination."). ABAG is responsible for the public outreach on the proposed 
methodology. 

COORDINATION 

Pla~uliilg staff discussed the proposed ABAG metliodology witli tlie Housing and Community 
Develop~neilt Advisory Coii~inissior~ at its November and Decerriber meetings. Mei.nbers of the 
public and tlie affordable housing community were present and contributed to the discussion. 
The Con~inissioii voted to support the original HMC allocatiori fonnula because it coritained the 
appropriate cornpoiients of job arid housing growth near transit. Tlie Commission co~~li~iented 
that while this was not a perfect approach, it was "nloving in the right direction." Tlie 
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Col~imission also voted to affirm the origiiial illcolrie allocatioli, however, one Coinlliissioller 
believed that tlie ilicorne allocatiolis should be more aggressive to better distribute affordable 
liousirig througlio~lt tlie region. While the otlier Col~lmissioners agreed pliilosopl~ically, tliey 
were collcenied that a niore aggressive approach lniglit not succeed. Staff believes that the 
revised recol~~~nelldatioil for income allocatiol~ better addresses the selltimeiits of the 
Commission. 

FISCALIPOLICY ALIGNMENT 

The proposed comlnelits on the ABAG methodology is collsistent with the Sail Jose 2020 
General Plan which provides llousi~lg oppol-tulzities for all iiicolile seglliellts of the comlriullity 
and focuses growth to locatioils with existing and plalu~ed transit facilities. 

COST SUMMARYIIMPLICATIONS 

Not applicable. 

CEQA 

Not applicable. 

\ 

JOSEPH HORWEDEL 
Departinent of Housing Departmel~t of Pla~uling, Building and Code Enforcemelit 

PbceOOZIGP TeamlI-Iousing/cc memo-I litla doc 


