
CITY OF ~

SAN JOSE
CAPITAL OF SILICON VALLEY

COUNCIL AGENDA: 3/23/10
ITEM: ~o[

Memorandum
TO: HONORABLE MAYOR

AND CITY COUNCIL
FROM: Joseph Horwedel

Leslye Krutko

SUBJECT: SEE BELOW DATE: March 1, 2010

Date

COUNCIL DISTRICT: City-Wide
SNI AREA: All

SUBJECT: ACCEPTANCE OF THE ANNUAL PROGRESS REPORT ON THE
IMPLEMENTATION OF THE SAN JOSE 2020 GENERAL PLAN
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RECOMMENDATION

Accept the Annual Progress Report on the Implementation of the San Jose 2020 General Plan
Housing Element covering the period from January 2009 through December 2009.

OUTCOME

The Council’s acceptance of the Annual Progress Report is required prior to the submittal of the
report to the California Department of Housing and Community Development (HCD) and the
Governor’s Office of Planning and Research (OPR).

BACKGROUND

The City of San Jose Housing Element 2007-2014 was adopted by the City Council on June 16,
2009 and certified by HCD on July 23, 2009. The Housing Element establishes the City’s
strategy for meeting commimity housing needs for the period between January 1, 2007 through
June 30, 2014 and is one of seven integral and interrelated elements in the San Jose 2020 General
Plan.

State law requires jurisdictions to prepare an annual progress report on the implementation of
their Housing Element and to submit it to OPR and HCD. While charter cities are not required
to submit the report, all jurisdictions including charter cities must submit annual reports to
qualify for certain funding programs. Accordingly, San Jose has consistently provided to the
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State annual progress reports on the implementation of the mandated Housing Element. With the
acceptance of a completed annual report, the City of San Jose may apply for State funds such as
Proposition 1C, which has been an important source of funds for transit-oriented development in
San Jose.

The attached report covers a 12-month period from January 2009 to December 2009. It describes
the City’s accomplishments towards achieving its share of the Regional Housing Needs
Allocation (RHNA) and includes a status report on implementation of the City’s housing-related
policies, ordinances, and programs to facilitate housing oppommities in safe, livable, and
complete communities.

ANALYSIS

The goals of the Housing Element are integrated with all Major Strategies in the San Jose 2020
General Plan. The Envision San Jose 2040 General Plan Update is building upon these linkages
by supporting compact, mixed-use development; preserving the Urban Growth Boundary; and
promoting interconnected, sustainable, complete communities. By 2040, the Association of Bay
Area Governments (ABAG) projects that San Jose will need to accommodate approximately
440,000 more residents and approximately 159,000 new dwelling units.

One of the purposes of the Housing Element requirement is to prompt local governments to
establish within their Gefleral Plans comprehensive goals, policies, and programs to meet the
regional housing needs allocation (RHNA), which is determined by ABAG for the 101
jurisdictions in the nine-county Bay Area. San Jose’s RHNA for the current planning period
from January 2007 through June 2014 is 34,721 housing units, equivalent to an annual
production rate of 4,630 units. This represents a 33 percent increase from the prior RHNA cycle
and corresponds to 58 percent of the total housing allocation for Santa Clara County. As a result
of recent modifications to the RHNA process criteria, San Jose’s share of the total County
allocation was increased from 45 percent in the previous RHNA cycle. Consistent with other
Bay Area cities, mu.ch of San Jose’s increase is concentrated in the Extremely Low-Income,
Very Low-, and Low-Income categories in order to serve those with the greatest housing need.

Housing production in the first three years of the current RHNA cycle (from Jan 1, 2007 to Dec
31st, 2009) has resulted in the development of 5,215 traits, accounting for 15% of the total
RHNA goal of 34,721 housing units. In calendar year 2009, the City issued permits and began
construction or made newly affordable, a total of 398 affordable and market-rate units. This
represents approximately 8.6% of the annual RHNA goal of 4,630 units. In the affordable
housing categories, the City assisted in the development of 136 extremely low-income, 167 very
low-income, and 7 moderate-income units. About 78% of the City’s total residential production
in 2009 came from affordable housing projects. Additionally, for the first three years of the
RHNA cycle, affordable housing constituted nearly 30% of the City’s total residential unit
production. This indicates a significant contribution by affordable housing to San Jose’s
development activity even during a depressed economy.



HONORABLE MAYOR AND CITY COUNCIL
March 1, 2010
Subject: Acceptance of Annual Progress Report on Housing Element
Page 3

Total residential building permit activity in 2009 declined by more than 85% from 2008. This
steep decline is largely attributed to two market factors: developers are finding it difficult to
secure construction loans and at the same time are reluctant to build due to low housing demand.
The Housing Department itself has seen an impact in its lending capacity coupled with less
funding available at both the State and Federal level to adequately leverage more affordable
units.

Based on planned housing capacity in the current San Jose 2020 General Plan (without the need
to amend the San Jose 2020 General Plan Land Use/Transportation Diagram), San Jose is able to
accommodate production of approximately 67,500 additional units to address housing demand
through 2014. As of December 31, 2009, approximately 15,160 units are in the pipeline,
meaning they have received entitlements through the zoning or development permit stage but
have not yet received building permits.

EVALUATION AND FOLLOW-UP

Once the Annual Progress report is accepted by the Council, it will be submitted to HCD by the
State-mandated April 1, 2010 deadline.

While this report focuses on the progress of the Housing Element, the City Council will receive a
more comprehensive status report on the implementation of the entire San Jose 2020 General
Plan during the Spring 2010 General Plan hearing cycle. Additionally, the Council will consider
a Preferred Land Use Scenario for the Envision San Jose 2040 General Plan Update in April,
2010. The Preferred Land Use Scenario will have significant implications on.the housing
capacity of the City through 2040. Proposed modifications to the Housing Element Goals,
Policies and Implementation Actions were reviewed by the Envision Task Force in January,
2010 and will be included in the draft General Plan Update document currently under preparation
as part of the Envision process.

POLICY ALTERNATIVES

Not applicable.

PUBLIC OUTREACH/INTEREST

Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website Posting)

Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)
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Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

Although this item does not meet any of the above criteria, this report will be posted on the
City’s website. The individual City programs and projects described in the attachment have had
appropriate public outreach per City Council policy.

COORDINATION

This memo was prepared jointly by Planning, Building and Code Enforcement and the Housing
Department and also coordinated with the City Attorney’s Office.

FISCAL/POLICY ALIGNMENT

The Annual Progress Report is consistent with applicable City goals and policies as discussed
below and in the attached report.

Consistency with General Plan Major Strategies

Implementation of the Housing Element furthers City goals and policies in support of the San
Jose 2020 General Plan and consistent with the goals and objectives of the Envision San Jose
2040 General Plan Update. Additionally, the calendar year 2009 implementation of the Housing
Element was consistent with the Growth Management, Housing, and Sustainable City Major
Strategies in the General Plan.

The Growth Management Major Strategy addresses population growth by balancing it with
economic development, and directing the growth to infill areas of the City that are centrally
located with established infrastructure, so that the City can provide services and jobs to residents
more cost-effectively. A significant percentage of housing units approved or built in the City in
2009 were located on infill sites. Additionally, the City adopted new policies and process
improvements to facilitate mixed residential and commercial development near transit and
existing City services and infrastructure.

The Housing Major Strategy supports a variety of housing opportunities in the City to meet
residential needs at all economic levels. Housing is intended to be located in neighborhoods that
are stable and have adequate urban services. As discussed in the attached Annual Progress
Report, the City continues to facilitate all types of housing through ongoing programs and
policies. The Housing Element Update to the General Plan identifies how the City plans to
address the City’s share of the RHNA during the 2007-2014 period to continue to implement
this Major Strategy.

The Sustainable City Major Strategy promotes the development of the City as an
environmentally and economically sustainable city through conservation and renewal of its
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natural resources and built environment, and through economic development of clean technology
businesses. To further the intent of the Sustainable City, in October 2008, the City Council
adopted the Private Sector Green Building Policy for new construction of commercial, industrial,
residential high-rise, and other residential development consisting of at least 10 units, and on
June 23, 2009, the City Council adopted an ordinance implementing the Private Sector Green
Building Policy. The principles included in the Private Sector Green Building Policy and
Ordinance support increased energy and water efficiency, healthier living environments, and
reduced operational costs over the life cycle of all types of buildings including residences.

Additionally, 2009 implementation of the Housing Element was consistent with the preliminary
direction of the Envision San Jose 2040 General Plan Update by maintaining the Urban Growth
Boundary; providing a variety of housing types; and focusing growth where existing City
infrastructure, facilities, and services are located.

COST SUMMARY/IMPLICATIONS

Not applicable.

BUDGET REFERENCE

Not applicable.

Not

TKO
Director of HousingDirector of Planning, Building

and Code Enforcement

For questions please contact Andrew Crabtree, Senior Planner at (408) 535-7893.

Attachment: Annual Housing Element Progress Report- January 2009 through December 2009
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200 E. Santa Clara Street Tower 3rd Floor
San Jose, CA 95113

Laurel Prevetti, Assistant Director

Phone: 408-535-7901

408-292-6055

E-mail:

Reporting Period:

laurel.prevetti@sanjoseca.gov

January 1, 2009 through December 31, 2009



Progress Report on the Implementation
of the San Jos6 2020 General Plan Housing Element -

Calendar Year 2009

March 1, 2010

A. BACKGROUND

California State law provides that most jurisdictions prepare an annual status report on
the implementation of the Housing Element component of the General Plan. In this
format, the City of San Jos~ has submitted annual progress reports on the implementation
of the Housing Element to the California Department of Housing and Community
Development (HCD) for review and evaluation. By providing this information, the City
qualifies for State HCD housing funds.

The Housing Element is one of the mandatory elements of a General Plan, as required by
State Law. San Jose recently updated its Housing Element for the 2007-2014 planning
period, which was certified by HCD in July 2009. The Housing Element establishes
policies and programs in order to provide a wide variety of housing opportunities to meet
the needs of all economic segments of the community as determined through the
Regional Housing Needs Allocation (RHNA) process. San Jose’s RHNA goal for this
7.5-year planning period is 34,721 total housing units composed of both market-rate and
affordable units. This corresponds to 4,630 units annually. To achieve this objective, the
City’s housing strategy includes careful planning for residential land uses at appropriate
locations and densities. The strategy seeks to maximize housing oppommities on infill
parcels already served by the City in order to utilize existing infrastructure, and at
locations served by transit. The housing strategy also seeks to provide sufficient housing
opportunities for new workers in order to encourage and support continued economic
development. In addition, the City’s Housing Department partners with the development
community and provides it with subsidies and technical assistance in order to facilitate
the production, rehabilitation, and preservation of affordable units for lower- and
moderate-income households. The Housing Department also implements programs for
the homeless and for those with special needs.

San Jose’s affordable housing projects are recognizednationally for their quality designs,
excellent management, community integration, and innovation. In 2009, the City
received eight (8) awards for four (4) developments: Casa Feliz, Corde Terra, Gish
Family and Paseo Senter. The awards were received from prestigious organizations such
as the US Green Building Council, the California Redevelopment Agency (CRA), the
American Institute of Architects, and the National Association of Housing and
Redevelopment Officials (NAHRO).

Also critical is the progress the City is making in its Envision San Jose 2040 General Plan
Update. While the process is still underway, early decisions support implementation of
the Housing Element. The majority of housing growth in the Update will occur as



compact, infill, transit-oriented development. The current Urban Growth Boundary will
be maintained, and no housing growth is planned for the Coyote Valley or South
Almaden Valley Urban Reserves. Goals, policies, and implementation actions promote
complete communities that link multiple objectives, including housing for workers to
support economic development, greenhouse gas reduction, and equitable distribution of
services and facilities throughout the City.

This report summarizes the City’s progress towards meeting its RHNA goals and other
objectives during the 2009 calendar year as set forth in the Housing Element. Upon City
Council acceptance of the report, it will be forwarded to the California Housing and
Community Development (HCD) Department and the Governor’s Office of Planning and
Research.

ANNUAL BUILDING ACTIVITY SUMMARY FOR VERY LOW-, LOW-,
AND MODERATE-INCOME UNITS AND MIXED INCOME
MULTIFAMILY PROJECTS (TABLE A AND A2)

In calendar year 2009, the City issued permits and began construction or made newly
affordable (through acquisition and rehabilitation) a total of 398 affordable and market-
rate units, as shown in Tables A and A2. This represents 8.6% of the City’s annual
RHNA goal.

In the affordable housing category, the Housing Department facilitated two new
construction and three acquisition-rehab housing projects that resulted in 310 newly
created affordable units in the Extremely Low-Income (ELI - 136 units), Very Low- (VLI
- 167 units), and Moderate-Income (MOD - 7 units) categories. The total of 310
affordable housing units represents approximately 12% of the annual RHNA allocation
goal of 2,570 units for affordable housing. Within each affordable housing category, the
City was able to achieve 26% of its annual ELI RHNA goal, 32% of its VLI goal and 1%
of its Moderate-Income goal. Affordable housing consists of those dwelling units for
which construction or rehabilitation was either: (a) financed all or in part, with loans or
tax-exempt bonds approved by the City Council and Redevelopment Agency Board, or
(b) provided by developers in order to meet State-mandated inclusionary housing
requirements in Redevelopment Project Areas.

Co ANNUAL BUILDING ACTIVITY SUMMARY FOR ABOVE
MODERATE-INCOME UNITS (TABLE A3)

During calendar year 2009, a limited number of above moderate-income units were
produced (88 units), a significant decline from San Jose’s historical production levels.
This reflects the very unstable housing market condition in the economy. Developers are
finding it extremely difficult to obtain funding in a housing market that is expected to
continue to be weak during 2010. They are also reluctant to build given the low housing
demand and high inventories of foreclosed homes available for sale.



Even though home prices and rents have fallen in 2009, market data indicates that
housing costs are still a significant burden for lower-income households and many
middle-income households. According to Housing California, to rent an average two-
bedroom apartment, a Santa Clara County household needs an income of $53,520 --
significantly more than the typical income of many County residents, including those
employed as receptionists, preschool teachers, and school bus drivers. Homeownership is
out of reach for even a larger segment of the population. Even with home prices
dropping, in October 2009 a first-time buyer must earn $93,272 to afford a median-priced
home in Santa Clara County ($495,000). A significant number of households and
individuals make less than this amount (the median household income for Santa Clara
County was $88,525 in 2008). Thus even during these difficult economic times, it is
critical to support affordable housing initiatives. During calendar year 2009, San Jose’s
affordable housing projects played a major role in development in the City, comprising a
majority of the residential permits issued by the Department of Plarming, Building, and
Code Enforcement.

D. REGIONAL HOUSING NEEDS ALLOCATION PROGRESS (TABLE B)

The Association of Bay Area Governments (ABAG) is responsible for allocating the
regional housing needs among each jurisdiction in the nine-county Bay Area. ABAG has
determined that San Jos~’s fair share of the regional need for the planning period between
January 1, 2007 through June 30, 2014 is 34,721 units. San Jos~’s allocation accounts for
58% of the total housing allocation for Santa Clara County and 16% of the nine county
Bay Area region. These units are distributed among income categories as depicted in
Table B and equal an annual production goal of 4,630 total units, which is fifty percent
higher than the actual annual average of 3,000 units produced in San Jose in the past
thirty years.

As such, while the City of San Jos~ surpassed its 1999-2006 RHNA goal, its ability to
achieve the current RHNA goal is severely impacted by the current downturn in the.
economy. For the first three calendar years (January 1, 2007 to December 31, 2009) of
the current RHNA period, 5,215 units have begun construction or had affordability
restrictions applied. This accounts for 15% of the total RHNA goal. With this
production, San Jose has met 24% of its above moderate-income housing RHNA goal
and 8% of San Jose’s affordable housing goal. During calendar year 2009, 398 dwelling
units were produced or had affordability restrictions applied, an 83% drop from the prior
year’s production.

The City has been proactive in planning for additional housing. San Jose has capacity for
approximately an additional 67,500 units in its 2020 General Plan, including housing
capacity added through 2009 General Plan Amendments and housing capacity on
underutilized parcels. Approximately 15,160 units have already received entitlements
through the zoning or development permit stage that count towards the City’s capacity
for meeting its RHNA goal. Actual construction of these pipeline projects will largely
depend on market forces, but the City’s efforts in facilitating development of housing



through the implementation of housing programs and process improvements will provide
critical support. Although the City has a pipeline of projects receiving entitlements, it is
unclear how many of these projects will actually be built due to the current lack of
consumer demand and financing. The Housing Department has also seen an impact in its
lending capacity coupled with less funding available at both the State and Federal level to
adequately leverage more affordable units.

E. PROGRAM IMPLEMENTATION STATUS (TABLE C)

Despite the challenges of the economy and the depressed housing market, the City has
been active in creating housing opportunities through its various programs. For example,
in calendar year 2009, the City assisted 104 teachers and San Jose State University
faculty purchase homes. Additionally the City assisted 321 non-teacher homebuyers
through the Second Mortgage, Home Venture Fund, BEGIN and Inclusionary housing
programs.

Additionally, San Jose recently adopted a citywide inclusionary housing ordinance, in
order to provide additional opportunities for affordable housing in the City. The
ordinance, which will go into effect when the City issues 2,500 annual residential permits
in a rolling twelve month period or in 2013, whichever comes first, requires that 15% of
the units built city-wide will be affordable. This brings the City in-line with the policies
of its surrounding cities, many of whom already have city-wide inclusionary housing
ordinances in place.

Table C provides a complete list and status report on the City’s programs to assist low-
income renters and homebuyers.

Attachment: Annual Housing Element Progress Report - Housing Element
Implementation Tables A - C.
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