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COUNCIL DISTRICT: City-wide

SUBJECT: STATUS ON THE HOUSING ELEMENT UPDATE PROCESS

RECOMMENDATION

It is recommended that the Corhmunity and Economic Development Committee (CEDC) accept
the status report on the Housing Element Update process.

OUTCOME

Staff will revise the draft Housing Element of the San José 2020 General Plan as appropriate
based on feedback and input from the CEDC. A final draft Housing Element is intended to be
submitted for City Council approval on June 16, 2009. If approved by Council, the Housing
Element will then be submitted to the State Housing and Community Development Department
by June 30, 2009 for certification.. '

The outcomes associated with the Housing Element Update include:

1. Completing a Housing Element that fully comphes with State law in order to maintain the
City’s eligibility for State and regional housing and infrastructure funding;

2. Identifying specific locations and land use policy measures to demonstrate that the City
has a viable plan to meet its share of the Bay Area Regional Housing Needs Allocation
through 2014; and

3. Developing a comprehensive implementation strategy to facilitate housing development
at all income levels through 2014.
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BACKGROUND

The Housing Element is a State-required component of local General Plans. Typically updated
every five years, the Element quantifies a city’s housing needs, specifies policies and programs
to assist in the provision of housing across income categories, and identifies strategies for a city
to meet its share of the regional housing needs allocation (RHNA). For the City of San José, as
well as all cities and counties in the Bay Area under the purview of the Association of Bay Area
Governments (ABAG), the Housing Element must be approved by the respective local
jurisdiction and submitted to the State’s Department of Housing and Community Development
(HCD) for certification by June 30, 2009; if certified, the Housing Element would be valid until
- June 30, 2014. The City of San José’s total RHNA share for the Housing Element update period
is 34,721 units composed of the following unit types: 3,876 extremely low-income (ELI) units;
3,875 very low-income (VLI) units; 5,322 low-income (LI) units; 6,198 moderate-income

" (MOD) units; and 15,450 above moderate-income (Above MOD) units. This allocation
represents a 33% increase in the overall housing needs from the previous 1999-2006 RHNA,
with substantial increases in the LI and VLI categories. Although the City met its previous
RHNA share, the City’s larger housing allocation share combined with the current economic and
housing downturn create great challenges for actual housing production to meet the RHNA
goals. :

On June 23, 2008, the Planning and Housing Departments jointly presented background
information on the Housing Element update process to the Community and Economic
Development Committee. Since that time, City staff has undertaken extensive outreach
(discussed in more detail in the Public Outreach section of this memorandum) to solicit public
comments on the issues the City should consider as part of the Housing Flement Update. Based
on these public comments and staff analysis, City staff completed a preliminary draft of the
Housing Element Update for submittal on March 6, 2009 to HCD for a 60-day review period.
During this 60-day period, City staff will engage in a second round of outreach to solicit public
comments on the preliminary draft. At the end of the 60-day period, staff will publish a final
draft based on HCD and public comments, which City staff intends to submit for Council
approval on June 16, 2009.

ANALYSIS

One of the primary goals of a jurisdiction’s Housing Element is to describe how that jurisdiction
will meet its RHNA share. The jurisdiction must complete the following steps, which are
discussed below: assess the land capacity available to meet its RHNA; perform a parcel-by-
parcel site inventory identifying where housing can be located and how many units each parcel
may yield; identify both governmental and non-governmental constraints to housing production;
implement policies and programs to facilitate housing production; and quantify its housing
production goals. The following discussion summarizes the primary components and findings of
the report.
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Land Capacity Assessment

As of October 2008, the City has identified 1,824 acres of land de31gnated for residential
development on the General Plan Land Use/Transportation Diagram. Based on existing General
Plan goals and policies and the escalating depletion of vacant lands in San José, future
development will consist primarily of higher density housing in strategic infill locations,
including the Greater Downtown area, North San José, and along Transit-Oriented Development
Corridors. This supply could be expanded through application of General Plan Discretionary
Alternate Use policies. Vacant lands represent just a small fraction of the yield from residentially
zoned lands, as these are generally small or lower density sites at the edges of the City’s Urban
Service Area. '

The supply of residentially designated lands represents a holding capacity for approximately
67,500 new dwelling units. This means San Jose is able to accommodate potential development
of approximately 67,500 additional units without needing to amend the General Plan to designate
additional sites for residential use. How much of this capacity is available for development
during the 2007-2014 RHNA planning period is analyzed as part of the Adequate Sites
Inventory. ,

Adequate Sites Inventory

State law requires an Adequate Sites Inventory as part of a jurisdiction’s Housing Element.
The inventory must demonstrate that the housing potential on land suitable for residential
development is adequate to accommodate the City’s RHNA share of 34,721 total units and
available for development over a seven-year period between January 2007 and July 2014.

Staff identified sufficient sites available for development to accommodate 49,137 new housing '
units between 2007 and 2014. This figure represents the General Plan residential holding
capacity and approved residential projects minus the residential development anticipated in
future phases of the North San Jose Area Development Policy beyond 2014. Given the current
downtown in the economy, future phases of residential development in North San Jose are not
assumed to occur prior to 2014. To further describe the residential capacity for the 2007-2014
planning period, the inventory divides the residential capacity in the following categories:

Sites with Planning Entitlements’;

Planned Downtown Residential Development

Residential capacity in a Planned Community or Development Policy Area; and
Vacant sites that are designated for residential development in the General Plan.

PR

These categories are mutually exclusive; that is, the sites are not double-counted. For example, a
vacant site that has received City approval for a specific development project would be listed
under Category 1 and not listed as a vacant site in Category 4. Similarly, residential projects that
have been approved and are located within the Downtown or a Planned Community area would .
be listed only under Category 1: Sites with Planning Entitlements, and are not under Category 2
or 3. Cumulatively, this inventory of planned housing sites demonstrates the City’s ability to

! Units approved through a Planned Development (PD) zoning, PD permit, or other development permit but have not
been issued building permits. :
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accommodate new residential development to achieve the City of San José’s RHNA goal
(otherwise known as the City’s “fair share™).

TYPOLOGY OF RESIDENTIAL LANDS AVAILABLE

TO AC THE CITY OF SAN JOSE’S 2007-2014 RHNA GOAL
Umt Xield:
1. Sites with Planning Entitlements* : 27,428
2. Planned Downtown Residential Development : 7,881
3. Planned Community/Development Policy Areas** 9,086
4. Vacant Land*** . . 4742
TOTAL ' 49,137
2007-2014 RHNA Goal : 34,721

Source: City of San José Planning Division, 2008

* Includes 8,000 units entitled under Phase 1 of the North San José Area Development Policy
(NSJADP).

** Excludes sites not already entitlied under Phase 1 of the NSJADP.

+** Excludes vacant sites not already entitled under Phase 1 of the NSJADP. The City does
not anticipate that approximately 24,000 additional units identified for future phases of
residential development in the NJSADP will be developed by 2014.

Governmental and Non-governmental Constraints to Housing Production

As reqmred by State law, the Housing Element must identify both governmental and non-
governmental constraints to housing. Governmental constraints comprise government policies
that may impede housing production in pursuit of other important public goals, while non-
governmental constraints are those impediments created through market forces. “Constraints” is
not used in the Housing Element as a pejorative, but rather as a neutral term to describe factors
that may potentially-make it more difficult or costly to develop housing. For example, a policy
that requires housing to be developed in areas with existing City services is necessary for more
sustainable development, although it may also make housing more costly to build due to higher
land costs. However, the purpose of identifying specific policies and regulations as potential
constraints is not necessarily to eliminate them, but to develop and implement other programs to
mitigate housing costs while simultaneously balancing all City goals and policies.

Governmental Constraints _
Governmental constraints refer to government regulations and policies that can add to the cost of
development. These can potentially include:

1. Zoning Regulations — The City’s Zoning Ordinance includes conventional zoning
districts established for residential uses. Alternatively, the Planned Development zoning
process can establish a unique zoning district for a site, including use and development
standards, which may otherwise not be found in a conventional zoning district. For
example, the absence of a conventional zoning district that allows residential

~ development at a minimum density of 30 dwelling units per acre could be described as a
constraint. -
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2.

v

Processing Time — Processing times for zonings and development permits can increase
the carrying costs of a property under consideration for development. Processing time is
dependent on a number of factors, including the enforcement of State laws and City
ordinances to protect the public health and welfare, the ability of the applicant to
coordinate with City staff and community members to address project issues, and the
need to ensure that the general public is fully informed.

Fees and Taxes — The fees and taxes applicable to a develepment project include

- Entitlement Fees, Construction Fees, Impact/Capacity Fees, and Development Taxes.

Entitlement fees include fees for land use approval and environmental clearance.
Construction fees include the various building permit, plan check, and public
improvement fees related to the construction process. Impact/Capacity fees aré charged to
mitigate the costs that new development places on community infrastructure or to fund
quality of life improvements. Development Taxes are tax assessments on development
projects commonly based on project Valuatmn

Onsite and Offsite Improvements - New residential development is responsible for both .
public and private improvements directly associated with the development. The City has
established both public and private infrastructure standards so that developers can factor
in those costs during the development.design stage. '

Level of Service (LOS) Policies — The General Plan includes LOS policies for
transportation, sanitary sewers, storm drainage, flood control, police, fire, and parks.
Development proposals are also reviewed to ensure that the Water Pollution Control
Plant (WPCP) capacity is not exceeded.

Building Code Requirements — The City of San José uses the California Building Code

- (CBC) as the standard for all new construction. San José also encourages the use of the

State Historic Building Code for designated historical properties to facilitate the

" rehabilitation and reuse of important historic resources. The City has also adopted local

amendments regarding certain structural design requirements, compliance with FEMA
regulations, fire sprinkler regulations, and other building and plumbing requirements.

Non-governmental Constraints
Non-governmental constraints refer to the impediments to housing production that result from
market factors. The primary non-governmental constraints identified in the Housing Element are:

1.

Production Costs — The cost of housing production is a significant non-governmental
constraint. This is especially true for projects that seek deeper affordability requirements

- (for example, including more ELI units rather than VLI- or LI units) because a greater

amount of subsidy is required to ensure that the project is financially feasible. The major
components of production costs include construction, labor, and land. The cost of basic
construction materials has increased significantly over the past several years.
Additionally, land in San José continues to be expensive relative to other regions in the
State and compared with many areas in the rest of the United States.
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2. Financing — The ability to produce housing depends on the ability of developers to

‘borrow money in order finance construction. For market-rate developers, this depends
largely on the willingness of banks to provide loans for such development. For affordable
housing, this depends on the availability of local, State, and federal subsidies that non-
profit housing developers can access to make their projects financially feasible. In the
current housing and economic downturn, financing for both market-rate and affordable

" projects is difficult to obtain from any of these sources. Banks have been unwilling to
lend to private developers. Additionally, the State has frozen its funds for affordable
projects. The City’s Housing Department operates by leveraging its funds on the bond
market. However, the interest rates that the Housing Department would have to pay on its
bonds have increased significantly over the past year. The increase in the cost of capital
has greatly impacted the Department’s ability to provided assistance to affordable
housing developers.

3. Environmental — Environmental constraints to residential development within the City
typically relate to the presence of one or more of the following physical factors, which
affect the development of housing: 100-year floodplains, riparian corridors, and
geological hazards. The types of constraints vary in different areas of the City.

4. Public Opposition — Existing communities may be against new residential development.
'Opposmon can both lead to a protracted planning process necessary to solicit public
opinion, which adds to the time and monetary cost of development.

City Actions to facilitate Housing Opportunities

The City has implemented various measures to mitigate identified constraints to development
and housing production. These measures facilitate housing production by streamlining the
permitting process, reducing costs, or providing a level of predlctablhty in the development
process. Some examples include:

Transit-Oriented Development/Mid- and High-Rise Residential Design Guidelines
. Enhanced High-Rise Design Review Process
2007 California Standards Code Outreach and Trammg
Live Telephone Customer Service
Preliminary Review Application Process
Housing Department Notice of Funding Availability NOFA) Process and
Underwriting Guidelines
e Improvements in the Building Division to facilitate streamlining of the
‘permitting process
e Elimination of the Planned Development Zoning process requirement for certain
Mixed-Use Development projects
e Option to Use Discretionary Alternate Use Policies through a Use Permit
2008 Zoning Ordinance Streamlining Amendments

In addition, implementation of the 2007-2014 Housing Element will require the City to update
existing land use policies in the General Plan as well as adopt new ordinances and revisions to
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the Zoning Ordinance in order to comply with State law. These actions include adopting a
Den51ty Bonus Ordinance, establishing a higher-density multi-family residential zoning district,
and revising several General Plan land use designations to establish a minimum density of 30
dwelling units per acre. Descriptions of these programs are included in the attachment to this
memorandum.

Housing Policieé and Programs

The City has policies and programs to proactively meet its housing needs across income
categories. The programs offered by the Housing Department are consistent with the policy
objectwes developed by the Mayor’s Task Force on Housing when the Department was created
in 1988. These objectives include:

e Increase the supply of affordable housing, reduce the cost of developing affordable
housing, and preserve the housing stock.
Utilize available resources to address priority needs for housing.
Increase the funds available for the preservation and development of affordable housing.
e Disperse low-income housing throughout the City to avoid concentration of low-income
households and to encourage racial and economic integration.
e Encourage greater involvement of the public and private sectors to increase and preserve
the stock of affordable housing in San José.

In order to meet these objectives, the Housing Department has implemented programs in five
areas: homeowner, homebuyer, project development, homeless services, and neighborhood
improvement projects. Implementation of these housing programs will continue through the
2007-2014 Housing Element planning period. |

" EVALUATION AND FOLLOW-UP

A provisional draft Housing Element was submitted to HCD on March 6, 2009, which begins the
State’s 60-day review period. During this period, the City will engage in a public outreach/
comment period that includes presentations to City Council committees (such as to the CEDC
and NSE), commissions (HCDC and Planning Commission), the General Plan Update Task
Force and public community meetings.

At the conclusion of the 60-day period, City staff will revise its draft Housing Element as
appropriate to reflect comments by HCD and from the public outreach process. Staff anticipates
submitting the final draft Housing Element for City Council approval on June 16, 2009, with the
approved Element submitted to HCD for certification by June 30, 2009.
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PUBLIC OUTREACH/INTEREST

D Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater.

(Required: Website Posting)

' IZ 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)

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 Postmg,
Communlty Meetings, Notice in appropriate newspapers)

Housing Element law requires local governments to make a diligent effort to achieve public
participation of all economic segments of the community in the development of the Housing
Element. As part of this Housing Element update, the City pursued an extensive public outreach
process that included meetings with City commissions, neighborhood/developer roundtable
discussions, taskforce meetings and general community meetings. To date, eighteen public
meetings have been held to solicit input on the Housing Element. These meetings include those
with the general community, developers, the General Plan Update Task Force, the Planning
Commission, the Housing and Community Development Advisory Commission, the CEDC, and
- with the Strong Neighborhoods Initiative groups. The implementation of a broad based public
outreach strategy is consistent with the adopted City Council Public Outreach Policy. In addition to
citywide meetings, staff held several stakeholder focus group meetings with market-rate and
affordable housing developers as well as service providers of special needs housing. The City also
prepared a housing element brochure providing general information about the Housing Element
update process. The brochure has been available in English, Spanish and Vietnamese so that all
segments of the community can become aware of this process.

A website dedicated to the housing element update was also created to provide a central
clearinghouse of all information gathered from the community. Visitors to the website who
subscribed to the housing element update mailing list received status reports on the progress of the
housing element update and announcements for events; there were approximately 3,000
subscribers by the end of the process. The draft Housing Element will be posted on the website to
provide the public an opportunity to submit their comments on the draft online.

COORDINATION

This memo was coordinated with the City Attorney’s Office.
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CEQA

This status update is not a project.

W%ﬂ%

ESLYE KRUTKO | JOSEPH HORWEDEL
Director of Housing . Dlrector of Planning, Building
' and Code Enforcement

For questions please contact Laurel Prevetti, Assistant Director of Planning, Building and Code
Enforcement, at (408) 535-7901.

Attachment: 2007-2014 Housing Element Implementation Programs Table
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