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RECOMMENDATION 

It is recoln~liended that the Colnn~ullity and Econolnic Development Col~~n~i t tee  review and 
accept the following report and provide any feedback and comments to staff. 

On Noveniber 7, 2006, the voters of Califorllia approved a $2.85 billion l~ousillg bond. Of tliis 
aniount, $1.45 billion was allocated to prograll~s that have no corresponding or existing program 
and 111ust be created by the Califorllia State Legislature. Specifically, the L,egislature during the 
2007-2008 Legislative Session sought to create or shape four programs under Propositioll 1C. 
The following outlines these four programs: 

1. 	 The Regional Planning, Housing and Illfill Inccntive Account ($850 nlillion), wl~ich 
will provide grants for various projects rclatcd to infill housing. 

2. 	 The Nousing Urban-Suburba11~R~1ralParlts Account ($200 million), whicll will 
provide grant fimding for I~ot~sing-related parlcs grants in urban, sttburban, and rural 
areas. 

3. 	 Tlle Affordable Housing Innovations Fund ($100 million), which will provide grants 
and loalls to sponsoring entities that develop, own, lend, or illvest in affordable 
liousing and to create a pilot prograln to delilo~~strateinnovative, cost-saving 
approaches to creating or preserving affordable housing. 

4. 	 The Transit-Oriented Developll~ent Accorult ($300 million), for grants and loans to 
local governnlents and developers to encourage more dense residential developnlellt 

cnear public transport?t' 1011. 

The 2007 regular Legislative Session canle to a close on September 12, 2007 with n~uch of the 
Propositiol~ 1C legislation left undecided or decisiol~s made in the last day of the Session. T l ~ e  
following l-~igliligllts the actions talcen by the L,egislature this year and those issues that will conle 
back next year for further discussioli. 
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The City of Sail Jose adopted set of "Guiding Principles" for l ~ o w  it would like to see these 
dollars allocated a11 May 1, 2007, and City staff worked to ensure tllrougl~o~~t the process that the 
City's desired outcoilies would be reflected in legislation related to Proposition 1C. Tllese were 
exteiisive and fractious discussions as there were niany different opinions and priorities around 
the State for how these dollars sl~ould be spent. 

ANALYSIS 

At the begilinillg of this year, tlie Housing Depart~nerit had identified ~learly 30 bills introduced 
related to Proposition 1C implementation. Most bills either failed to malte it out of policy 
committee, with a lla~idful becollling "two-year bills," which llleans they lilay be talcell up next 
year for f~trther negotiation aiid discussion. Tlle following outlines the ltey measures in each 
category and actions talten under Propositioii 1C during the last Legislative Session: 

1) Regiorznl Plarzrzing, Ho-iousing nrzd Infill Iricentive Account ($850 r~zillion) 

The single largest pot of nlolley iunder Propositioli 1C is the Infill Incentive Acco~ult. The 
language adopted by the voters of California stipulated that $850 million would be made 
available for "infill illcentive grants for capital outlay related to intill housing development and 
other related infill developnient." 

During tliis year's Legislative Session, SB 46 (Perata), AB 1053 (Nunez), and SB 86 (Conlmittee 
on Budget and Fiscal Review) becanle the legislative vehicles for establishing a program related 
to the $850 illillion ill infill housing dollars under Propositioll 1C. 

SB 46 and AB 1053, authored by the Senate President pro Ten1 and the Assembly Spealter 
respectively, were sinlilar measures up until t l~e  last day of Session on Septelilber 11, 2007. The 
bills generally followed tlie City's guiding principles, with a few exceptions. The bills generally 
suppoi-ted the concept of tying affordable housing and infrastructure development and allowed 
for a wide array of infrastructure options to be eligible for funding. 

On June 5, 2007, the City Council approved staffs recolllllle~ldation to support the bills if they 
were ailzeilded to align more closely with tlie City's guidii~g principles. Generally, tlie City 
sought ainetldnlents to these bills that would have provided additional ranking points to 
jl~risdictions that liave received increased regional housing needs allocation (RI-INA) and removal 
of language tliat fi~~lnds be dispersed based on a "reasonable geographic distribution" and for 
communities tliat are deenied "eco~iolnically struggling." Largely, both bills were deemed to 
have 111et the City's adopted guiding principles. 

While the City was worlting on these amelid~llents, the Governor, State Adniinistration, and the 
State's Legislative leadership decided ill  early August to release ftuiding under tlie Regional 
Planning, Housing and Infill Ilicelltive Accoullt through the State Budget process, instead of 
tlirougli the nonilal policy conlmittee process (i.e. SB 46 and AB 1053). This was largely due to 
tlie fact that consensus 011 how to spend these nlonies was difficult and leadersliip was seeltillg to 
release at least part of the f ~ ~ n d s  in 2008. 
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SB 86 became tlle budget trailer bill for appropriating a total of $300 lllillion of the $850 in the 
Illfill Illcelltive Account. The trailer bill, SB 86, was identical to maliy provisiolls in SB 46 and 
AB 1053, but specifically it allows for the apprapriatio~~ of $240 lllillio~l for the Illfill Incentive 
Grant Program, a colllpetitive grant prograili establisl~ed to support selected capital improvement 
projects (including for parlts and transit-oriented development) that prolllote the develop~lleilt of 
a qualifying illfill project or infill area. In addition, SB 86 ayprol3riated $60 l ~ ~ i l l i o l ~  for the 
California Recycle TJl~derutilized Sites (CALReTJSE) grant program, which was established for 
the purpose of browllfield clean up that pronlotes illfill residential and mixed-use development, 
collsistellt with regional and local land use plans. 

Once tlie State Budget was passed and signed by tlle Goverllor on August 24, 2007, including SB 
86, tlie Legislature focused 011 the end of Session and getting the remail~il~g bills to tlie Goverllor 
by Septe~izber 14,2007 deadline. 

In tlle closiilg days of Sessioll, AB 1053, at~tllored hy Spealter N~uiez, was "gutted and amended" 
at the request of Anscl~utz Elltertaill~llellt Group (AEG) who is developing the dowlltowll L,os 
Angeles sports and entertainll~ent center. This amel~dmeiit would allow Busiliess Improvement 
Districts (BIDS) to be an eligible applicant to apply for funds under Propositioll 1C without a tie 
to affordable housing. This is coiltrary to tlle City's adopted guiding principles for Propositio~l 
1C. Staff also believes that AB 1053, as amended, is contrary to what the voters of California 
illtended with the passage of the Housing and Eillergeilcy Sllelter Bond Act. 

AB 1053 passed out of the L,egislature and is c~lrrelltly on the Gove~llor's desk for a signature or 
veto. The City staff is recommending that the Govel-nor veto AB 1053 as it is in direct conflict 
the City's adopted guiding prillciples for Propositioll 1C. 

It is unclear, at this point what action the Governor will take related to AE3 1053 and the extent to 
wllicl~ SB 46 will receive frlrther collsideratio~l when tlie Legislatrlre recoilverles in Jaliuary 2008. 
Staff will c o ~ ~ t i l ~ u e  to track this issue and report back to City Council on future actions. 

Tlle 111ost critical colllpolleilt to ensuring parltlalld is available to residents of affordable l~ousing 
is locating tlie fillallcia1 resources to acquire and develop the land for public park pulyoses. Tlle 
recelltly approved Propositions 1C and 84, along with other grants, are an ill~portant source of 
fullding for parltlands. 

There are two different pots of llloIley for regional and local parlts under Proposition IC. One is 
"up to" $200 rrlillioll under the Illfill Incel~tive Prograll~ and the second is anotlier, stand-alone, 
allocatiol~ of $200 inillioll for "grant funding for housing-related parlts in urban, suburban, and 
rural areas." In addition to Propositioil lC, there is another $400 million under Proposition 84 
that can be used for revitalizil~g "cor~~lnul~ities and lllaltil~g the111 I T I O S ~sustainable and livable by 
investing in sound land use planning, local parlts and urban greel~ing." 
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One of the main objectives of the parlts ftlndil~g under Propositioll 1C is to make resources 
available for the effective development of parlts in co~ljn~~ction with affordable llousiilg located 
on illfill sites. In the Proposition 1C Guiding Prillciples the following criteria was adopted by 
City Council: (1) support of park f11nds for the purchase of potential park sites that are identified 
in a City's adopted Greellpri~~t Plan for parlts and open spaces; and (2) support for parlts funding 
for illfill affordable housing projects that have coll~pleted col~struction ill tlle last two years, 
especially in areas such as North Sari Jose, Downtown, Mid-Town Specific Plan area, and 
Evergreen would qualify, as well as other illfill sites in the City. 

As noted above, SB 86 the Budget trailer bill, allowed up to $240 rllillio~i to be allocated for the 
Irlfill Illcelltive prograln for capital in~provel~~ent projects related to housing. One of the eligible 
uses for this $240 million will be for parlts creation or maintenance. These funds will becolne 
available in 2008. 

A second vellicle for parlts funding also emerged during this year's Legislative Session, AB 
1252 (Caballero). In June 2007, tlle Mayor and City Co~ulcil voted to support staffs 
recorllnlendation to support AB 1252 if it were ame~lded to more closely align wit11 the City's 
Proposition 1C g~lidillg principles. However, recent hostile amend~llents (September 7, 2007) 
11lalte the bill even lilore problematic for Sali Jose. First and foremost, tllere is no tie to 
affordable l~ousing, wl~icll is in direct conflict with the Council-adopted Propositioll 1C Guidillg 
Principles. The City's Sacral~lento office has worlted wit11 the author's office on amendlnents. 
However recent Senate amendments significantly challged the bill and added several new 
provisions. City staff is now reviewi~~g the latest versioll and will provide a report back to the 
City Cou~lcil 011 its position. Specifically, tile bill allows the Department of Parlts and 
Recreation (DPR) to give fullding priority to coml~~unities with the following: 

Less than 3 acres of usable parltland per 1,000 residents or is a disadvantaged 
colllmunity, as defined in State law and call delnollstrate to the DPR that the community 
lias insufficiellt or 110park and recreation facilities. 
Project service areas with a significant percent of persons living at or below the poverty 
level and sigliificai~t unemployment rate. 
Psoject service areas with a sigl~ificarit number of children under tlle age of 18 years. 

e Projects that eilllal~ce worltforce development and elllploy~llellt oppoi-tunities or 
accollllllodate outdoor learning opportunities for scllool pupils, at-risk youth in the 
service area, nlenlbers of the Califor~lia Conservation Corps, or members of a certified 
local collset-vatioll corps. 
The project is a joint partnership project between two or lllore agencies, including, but 
not lill~ited to, school districts, nollprofit organizations, and local gove1-1l111ental agencies 
that share respotlsibility for owl~ership, developl~~ent, al-id maintenance of tlle project in 
order to ellllallce investnlent of public resources. 

AB 1252 failed to lnalte it out of tlle Senate and now becomes a two-year ~neasure. Discussions 
will colltillue through the Fall to find a consensus between the State Departlllellt of Housing and 
Conlmunity Developl~~el~t advocates, enviror~mental orgal~izations and parlts (HCD), ho~isi~lg 



COMMUNITY AND ECONOMIC DEVELOPMENT COMMITTEE 
RE: PROPOSlTlON 1C UPDATE 
Septe~iiber 20, 2007 
Page 5 

proponents. Staff will aiialyze AB 1252 and provide a recoilillielidatioli to City Couiicil sl~ould 
tlie bill iiiove forward next year. 

It is anticipated tliat staff will apply for llloliies made available under SB 86 for parlts. An 
iliterdepartriielital City team llas been established by tlle City Manager's Office to work together 
to develop potential projects for the use of Propositioli 1C and 84, so we will be ready to apply as 
soon as fulidilig is available. 

3) Tr.nrrsit-Orieizted Developnzei~t (TOD) - $300 ilzilliorz 

Tliis progralii is designed to provide assistalice for the developlilellt of TODs, facilitating tlle 
developiliel~t of higher density ho~~siilg uses within close proxin~ity to transit stations as defined 
in GC 65460.1(t>). The program has two f~iiiding parts, 1) grants to localities and transit agencies 
for i~ifrast~ucture liecessaly for tlie development or co~lllectioli to the llousiilg arld 2) loa~ls for the 
development and construction of the housing develop~ileiit 

The Department of Housing and Comni~iliity Developiliellt (HCD), stipulates tliat it l ~ a s  enough 
legislative authority to allocate the $300 million at $95 ~ilillion per year for three years under the 
Proposition 1C Transit-Oriented Developlnellt Account. HCD issued proposed guidelines for the 
spelidilig of these TOD dollars in early August 2007. These guidelines generally contain 
provisiolis tliat do the followilzg: 

e Require a rnilii~li~illi of 15% of tlie units must be set aside for affordable liousillg with an 
affordability restrictiolis are for 55 years. 
Requires tlie State Departnient of Housing and Collllnullity Developliie~lt (HCD) to 
colisider tlie extent to wl~ ic l~  tlie project or developillelit will increase public transit 
1-idership and miliilllize autolilobile trips. 
Req~~iresHCD to grant bonus points to projects or developnients that are in an area 
designated by the appropriate co~mcil of governn~ents in a regional plan for infill 
developrl~ent. 
Requires projects be witliiri one-qtral-ter-mile walltiiig distance of transit. 

The Housing, Planning, Ruildi~ig and Code Enforcemelit, and Tralisportatioil Departments and 
the Redevelopnlent Agency provided joint, written co~l~rnents to HCD outlining sollie of t l~e  
problems with its proposed guidelines on Septel~lber 10, 2007. Staff outlined some of its 
concerns sui~ounding tlie proposal's reliance and points for increased ridersliip rates that weren't 
realistic, unrealistic parltiilg requirements in Downtown and Urban Core areas, strict proximity to 
transit guidelines, and language tliat would exclude Saii Jose fro111 applying for funding for 
future BART development. 

Silnultalleous to these proposed guidelilies being issued by HCD, the Lxgislature advanced its 
proposal, AB 1091 (Bass), which req~~ires HCD to lllalte loaiis for the development and 
construction of a l~ousil~g Thedeveloplilelit pro.ject witliili close proximity to a transit station. 
bill requires tliat developllielits assisted shall be on parcels at least a portioi~ of whicli are located 
within one-l~alf ri~ile of a transit station, via a readily walltable route. Providing a slightly wider 
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radius would liltely allow nlore conimunities to qualify ullder this program. The City of Sail Jose 
supports tliese clia~lges per its Proposition 1C Guidi~lg Priliciples, wliich is also collsistellt with 
the City's letter to HCD commenting on its proposed TOD guidelines. 

AB 1091 is currently on t l~e  Gover~~or's He 11as until October desk awaiting signature or veto. 
14"' to sign the lmeasure. 

The language in Proposition 1C stated that, "funds sllall be expended for competitive grants or 
loans to spollsorillg entities that develop, own, lend, or invest in affordable housing and used to 
create pilot progral~is to denlollstrate innovative, cost-saving approacl~es to creating or preserving 
affordable liousil~g." 

Staff identified SB 586 (Dutton) as a likely vehicle for tlie Illllovatiolis Funds during the 2007 
Legislative Session. The City Council took a position to oppose SB 586, utlless it was amended, 
to align with the City's guiding principles. Tlie City supported the llotioli that tliese funds should 
be used for truly innovative local prograllls or projects and would therefore requested 
an~endlllellts that tied this innovation's idea back to a tangible program. 

I11 its current forn~, the bill provides a 50-50 split of $35 l~lillion between ( I )  existing Housing 
Trust Funds that agree to spend 65% of its funds for downpayment assistance and (2) newly 
established Local Housillg Trust Funds in coullties with population not exceeding 425,000. This 
will place San JosC7s Trust Ftttld and the Corility of Santa Clara's Trust Fund at a distinct 
disadvantage. In addition, the bill allocates up to $50 million of tlie $100 millioll in the 
Inliovatiolls Accoullt for an Affordable I-lousing Revolving Development and Acq~~isition 
Prograln. Of this $50 niillion, $25 million will be allocated to a single 'practioner7 to adlilillister 
and the relnaillillg $25 mi l l io~~  andwill be available for a Revolvi~ig Loall Fund for developr~~ent 
acquisitioli projects. The City- has concerlls with giving away $25 lllillio~l for a single, non- 
govenllnental agency to adl~lil~ister a program and secondly has dortbts about liow this program 
would work. It is City staffs7 understanding that c~~rre i~t ly  tl~ere is ollly one firm in Southern 
Califor~iia witli tlie luiowledge and experience to be able to adllliliister tliis vely specific 
program. City staff is co~~cerlled agencythat providing $25 lllillio~l for a single, non-gover~~ment 
to adli~inister one progranl and tlie relilaillilig $25 million will not liltely be beneficial in higli 
cost areas like Sail Jose and could favor less expensive areas wit11 lower land and labor costs. 

The City has expressed oppositio~l to these provisiolis in SB 586, as they lilay disadvantage Sall 
Jose in receiving f u ~ ~ d s .  While solne amendments were ~llade to tlie measure, City staff 
reco~~~liiendsopposition to the bill in its current fonn. 

The bill was passed out of the Legislature 011 September 12, 2007 and is currelitly awaiting 
signature or veto by the Governor. The Governor will liave until October 14"' to sign bills on his 
desk. 
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NEXT STEPS 

Staff will continue to analyze legislatioll worlting its way througll thc legislative process in order 
to ensure the City's guiding principles related to the Lise of Propositioils 1C iilllds call be utilized 
in Sari Jose. City staff, in coordination with the City's Sacraillento Lobbyist and the 
Intergovernmental Relations Director, will also ensure regular updates on these legislative efforts 
are 11iade to the City Cou~lcil. 

PUBLIC OUTREACHIINTEREST 

0 	Criteria 1:  Requires Coullcil action on the use of public fi~nds equal to $1 ~nillioll or 

greater. (Required: Website Posting) 


0 	Criteria 2: Adoption of a new or revised policy that lilay have iluplicatiolls for public 

healtli, safety, quality of life, or fina~lcial/eco~lon~ic 
vitality of the City. (Required: E-
mail and Website Posting) 

0 	 Criteria 3: Consideration of proposed changes to scrvicc delivery, programs, staffing 

that may have inlpacts to comm~~nity 
serviccs and have becn identified by staff, Council 
or a Community group that requires special outreach. (licquirecl: E-mail, Website 
Posting, Co~li l l i~l i i ty Nleeti~lgs, Notice in appropriate newspapers) 

This issue does not meet any of the above criteria. 

COORDINATION 

The drafting of this memoral~dunl was coordinated with the Department of Parks, Recreation, 
and Neigl~borl~ood Services, the City Attorney's Office, tlle Director of I~ltergover~ltl~e~ltal 
Relations, and the City's Sacrai~~ento Lobbyist. 

Not a pro-ject. 

Director of I-Iot~sing 


