City of Carlsbad

Planning Department

March 30, 2009

Cathy Creswell, Deputy Director

Division of Housing Policy Development _ HOUSING POLIC?
Department of Housing and Community Development ~ DEVELOPMENT
Post Office Box 952053
Sacramento, CA 94252-2053

AFi

ANNUAL HOUSING PRODUCTION AND HOUSING ELEMENT IMPLEMENTATION REPORT
Dear Ms. Creswell:

Attached please find copies of a report to the City of Carlsbad City Council entitled: Annual
Housing Production and Housing Element Implementation Report for January 2008 through
December 2008. This report has been prepared to comply with California Government Code
Section 65400. Copies are also being sent to the Governor’s Office of Planning and Research.

The City of Carlsbad has prepared the required annual report in two parts. The first part, the
Annual Housing Production Report, provides detailed housing affordability information and the
City's progress meeting its share of regional housing needs. The second part, the Housing
Element Implementation Status Report, provides information on the City’s progress in
implementing its housing element. The two parts, together, respond to the needs of our City
Council and to the requirements of state law. The City Council adopted a resolution accepting both
of the reports on March 24, 2009.

If you have any questions regarding either of the attached reports, please contact me at (760) 602-
4645 or corey.funk@carlsbadca.gov.

Sincéjely

COREY FUNK, AICP
Associate Planner

c: David de Cordova, Principal Planner
Susan Baldwin, SANDAG

Attachments: City Council Resolution No. 2009-058
Annual Housing Production and Housing Element Implementation Report for January 2008
through December 2008

1635 Faraday Avenue e Carlsbad, CA 92008-7314 = (760) 602-4600 ¢ FAX (760) 602-8559  www.ci.carlsbad.ca.us @



CITY OF CARLSBAD - AGENDA BILL 4

N g
AB# 19,754 Annual Housing Production and DEPT. HEAD !
MTG. 03/24/09 Housing Element Implementation CITY ATTY '
Report for )
DEPT. PLN January 2008 — December 2008 CITY MGR. L~
RECOMMENDED ACTION:

That the City Council ADOPT Resolution No. 2009-058, ACCEPTING the Annual Housing

Production and Housing Element Implementation Report for January 2008 through December
2008.

ITEM EXPLANATION:

The attached Annual Housing Production and Housing Element Implementation Report has
been prepared to comply with Government Code Section 65400(a)(2), meet the grant funding
requirements of certain SANDAG and California Department of Housing and Community
Development (HCD) programs, and implement Housing Element Program 3.15. The purpose
of the report is to provide information to the state, City Council and the public as to the
effectiveness of the Housing Element programs, as well as mark the City’s progress in
meeting its share of the region’s housing needs.

Contents of the Report

The Annual Housing Production and Housing Element Implementation Report for January
2008 through December 2008 (Exhibit 2) consists of:

» Housing Production Status (Part 1) — A report that provides the status of housing
production in the City and the progress in meeting its share of regional housing needs
during Calendar Year (CY) 2008. This part of the report indicates the progress of the
City in meeting its share of regional housing needs, including information on;

o Area Median Income;

o The four income groups identified in state law;,

o The corresponding rents and sales prices considered affordable to each income
group; and

o The number of housing units permitted according to income group and housing

type.
« Housing Element Program Implementation Status (Part 2) — A report that provides

the status of the City of Carlsbad Housing Element programs and the progress the City
has made in its implementation during CY 2008, The focus of this part of the report is on

DEPARTMENT CONTACT: Corey Funk 760-602-4645 cfunk@ci.carlsbad.ca.us
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the status of the programs of the City of Carisbad 1999 ~ 2004 Housing Element and the
progress in their implementation. The implementation status of each of the 49 programs

contained within the Housing Element is indicated in a table along with any additional
comments.

FISCAL IMPACT:

This is an information report and the only associated fiscal impact is the cost of staff time to
prepare the report and provide it to the City Council, the California Office of Planning and
Research, California Department of Housing and Community Development, and SANDAG.

ENVIRONMENTAL IMPACT:

This report is categorically exempt from environmental review as per CEQA Guidelines
Section 15306, which states that information collection activities are exempt from the -
provisions of CEQA.

EXHIBITS:

1. City Council Resolution No. 2009-058.

2. Report titled: Annual Housing Production and Housing Element Implementation Report for
January 2008 through December 2008.
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EXHIBIT 1

RESOLUTION NO. 2009-058

A RESOLUTION OF THE CITY COUNCIL OF THE CIiTY OF
CARLSBAD, CALIFORNIA, ACCEPTING THE ANNUAL
HOUSING PRODUCTION AND HOUSING  ELEMENT
IMPLEMENTATION REPORT FOR JANUARY 2008 THROUGH
DECEMBER 2008,

WHEREAS, the attached Annual Housing Production and Housing Element
Implementation Report has been prepared to comply with Government Code Section
65400(a)(2), meet the grant funding requirements of certain SANDAG and California
Department of Housing and Community Development (HCD) programs, and implement Housing
Element Program 3.15. The purpose of the report is to provide information to the state, City
Council and the public as to the effectiveness of the Housing Element programs, as well as
mark the City’s progress in meeting its share of the region’s housing needs.

The City Council of the City of Carlsbad, California, does hereby resolve as
follows:

1. That the above recitation is true and correct.

2. That the City Council of the City of Carlsbad accepts the report and directs the
Planning Director to submit the report to the California Office of Planning and Research and the
California Department of Housing and Community Development.
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PASSED, APPROVED AND ADOPTED at a Regular Meeting of the City Council

of the City of Carlsbad on the 24™ day of March, 2009, by the following vote to wit:

AYES:

NOES:

ABSENT:

Council Members Lewis, Kulchin, Hall, Packard and Blackburn.

Gl

CWAUDE ALEWIS, Mayor

ATTEST:

e

LORRAINE\M. WQQD, City Clerk U
(ébEAL) ’@ - Y

None.

None.
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EXHIBIT 2

ANNUAL

HOUSING PRODUCTION AND HOUSING ELEMENT
IMPLEMENTATION REPORT

FOR JANUARY 2008 THROUGH DECEMBER 2008



INTRODUCTION

This document describes the City's progress during calendar year (CY) 2008 (January
1, 2008 to December 31, 2008) in 1) producing housing to accommodate Carlsbad'’s
estimated share of the region’s forecasted growth for the four income groups identified
in state law, and 2} implementing the Housing Element programs.

Report Purpose

The attached Annual Housing Production and Housing Element Implementation Report
has been prepared to comply with Government Code Section 65400(a){(2), meet the
grant funding requirements of certain SANDAG and California Department of Housing
and Community Development (HCD) programs, and implement Housing Element
Program 3.15. The purpose of the report is to provide information to the state, City
Council and the public as fo the effectiveness of the Housing Element programs, as well
as mark the City's progress in meeting its share of region’s housing needs. Additionally,
certain grant programs administered by SANDAG require that member jurisdictions
report on progress toward meeting their share of the region’s housing needs.

Report Content

Part 1 - The City's housing production and progress in meeting its share of the regional
housing need during CY 2008 is reported with data contained in the following tables:

« Table 1.1 specifies Carlsbad’'s share of the regional housing need and defines
the four income groups.

» Tables 1.2 — 1.4 list the qualifying income levels for the four income groups and
the corresponding housing rents and sales prices considered affordable to the
income groups during the reporting period (CY 2008).

e Table 1.5 provides the number of new housing units permitted, by income group
and housing type, in CY 2008.

» Table 1.6 highlights the low-income housing buiit in CY 2008,

» Table 1.7 summarizes the City’s progress in meeting its share of the regional
housing needs (for the current housing cycle).

Part 2 - Table 2.1 specifies the implementation status of the Housing Element programs
during CY 2008.



PART 1 - HOUSING PRODUCTION STATUS - JANUARY 2008 THROUGH DECEMBER 2008
March 2, 2009

PART 1

HOUSING PRODUCTION STATUS —-JANUARY 2008 THROUGH DECEMBER 2008

Regional Share Needs — The determination of housing need for Carlsbad and all other
jurisdictions in California is derived from the Regional Housing Needs Assessment
(RHNA) prepared by regional councils of government (COG) before the beginning of
each housing cycle. Based upon these assessments of need, the local jurisdictions are
required to adopt housing objectives in the housing elements of their general plans.

A regional assessment of housing need is an estimate of the total need for new housing
construction throughout the region due fo population growth forecasted to occur during
a specific time period, which is typically five years. The overall housing need is then
broken out by four income groups: very low, low, moderate, and above-moderate (or
upper-income) — all as defined by the federal Department of Housing and Urban
Development (HUD), and the state Depariment of Housing and Community
Development (HCD). The regional housing needs are then allocated to the local

jurisdictions on a “regional share" basis, according to models and formulas designed by
the COG.

Table 1.1 shows Carlsbad's share of the regional housing need for the current housing
cycle. It is based, in part, upon the growth that the San Diego Association of
Governments (SANDAG), the region’s COG, estimated for the City. The previous
housing cycle covers the period spanning July 1, 1999 through June 30, 2005. The
proposed update to the Housing Element (currently in process) covers the housing
cycle period of July 1, 2005 through June 30, 2010. For San Diego County, the regional
growth projected by the State was for the period between January 1, 2003 and June 30,
2010, Therefore, while the Housing Element is a five-year document covering July 1,
2005 through June 30, 2010, the City has seven and one-half years (January 1, 2003
through June 30, 2010) to fulfill the RHNA. In Table 1.1 below, the New Construction
Needs represent the seven and one-half year RHNA, and the Remaining Need
represents the number of units remaining in the RHNA for the 2005 — 2010 Housing

Element Cycle after subtracting the housing produced between Jan. 1, 2003 to June 30,
2005.

1.1
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Table 1.1: Carisbad's Regional Share Need Estimates
For Housing Cycle 2005-2019
New Housing -

; Remaining
income Definition* Construction produced Need
Group {% of AMI™™) . Needg Jan. 1, 2003 (in housing

{in housing — June 30, units)
kinits) 2005
Very Low 50% or under 1,922 85 1,837
Low 51-80% 1,480 543 917
Moderate 81-120% 1,583 358 1,225
Above- o
Moderate Over 120% 3,411 2,691 720
Totals 8,376 3,677 4,699
* Pefinitions are from HUD, via the California Departiment of
Housing and Community Development.
= AMI is the Area Median Income. The 2008 AMt for San
Diego-Carlsbad-San Marcos MSA for a family of four is $72,100.

Note: the combined very low and low-income ("lower’-Income) estimate of housing need
is 3,382 units. This equals 40% of the total estimated need for the housing cycle.

Definition of iIncome Groups — Table 1.1 also defines each of the four income groups
with reference to a percentage of the county area median income (AMI). Defined as the
median income for a family of four in a specific geographic area, the AMI| changes over
time and with location. HUD annually revises the AMI based on cost of living issues

such as the relationship of housing prices to income. For 2008, HUD established the
AM! for San Diege County at $72,100.

In addition to establishing the AMI, HUD also establishes income limits for each of the
four income groups (based on the number of persons per household and the
percentage of the AM! for each income group specified in Table 1.1). Table 1.2 shows
the CY 2008 income limits for each of the income groups listed in Table 1.1, which are
adjusted for family size so that larger households have higher income limits.

1.2
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Table 1.2: CY 2008 Qualifying Limits On Annual Income

By Household Size
Income Group Persons Per Household
2 3 4 6 8
Very Low $31,600 $35,500 $39,500 $45,800 $52,150
Low $50,550 $56,900 $63,200 $73,300 $83,400
Moderate $69,200 $77,850 $86,500 $100,350 $114,200

Above-Moderate  >$69,200 =>$77,850 =>$86,500 >$100,350 >$114,200

Source: "2008 Household Income Limits,"” U.S. Depariment of Housing and Urban
Development {effective February 13, 2008).

Prices of Affordable Housing — Generally, the federal and state rule is that housing is
affordable to a given family if the family pays no more than 30% of its monthly income
for housing expenses that include the rent or mortgage payment, property taxes,
insurance, utilities, and the like. A determination of whether a housing unit is affordable
can be easily made for assisted public rental housing and other public housing
programs because documentation is maintained on both the individual household’s
income and the actual cost of the unit in question (typically rental). Income group
determinations for income restricted (assisted) housing units shown in Tables 1.5 and
1.6 of this report were made by the Carlsbad Housing and Redevelopment Department.

A determination of whether market rate housing is affordable according to the 30% rule,
on the other hand, presents some challenges. Builders of market rate rental and for-
sale housing do not set prices based upon an individual buyer's ability to pay. Rather,
the rents/prices are set to that which the market will bear. Further, rents and prices do
not generally vary with the number of people in the household. For example, a market
rent for a two-bedroom apartment will remain constant no matter if it is being rented to a
1-, 2-, 3-, 4, or 5-person household. So the challenge is how to determine to what
income group (as opposed to an individual household) a given market rate house is
affordable, and to do so based upon the number of bedrooms it has (as opposed to
persons). A convention developed in 1993 by member agencies of the San Diego
Association of Governments assumes two persons per bedroom. Thus a two-bedroom
unit is assumed to house four people.

To determine affordable housing expenses for rentals, the practice is to set thresholds
for each income group, using the 30% rule, with adjustments for the number of
bedrooms. An additional adjustment is also made for utility allowance, as required by
HUD. Table 1.3 provides the resulting maximum market rate rental expenses (which

1.3
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include rent and a utility allowance that increases with household size) for the very low,
fow, and moderated-income groups for CY 2008.

Table 1.3: CY 2008 Qualifying Rent and Utility Expenses
By Number of Bedrooms

Number of bedrooms

Income Group

1 2 3 4
Very Law $790 $988  $1,145  $1,304
Low $1,264 $1,580 $1,833 32,085
Moderate $1,730 $2163 32,509 $2,855

Above-Moderate >$1,730 >82,163 =%2,509 =>$2,855

Source: "2008 Household income Limits," U.S. Department of
Housing and Urban Development (effective February 13, 2008).

With regard to for-sale housing, there is no federal or state required formula to
determine the sales price that would be considered affordable. The only federal or state
requirement is that the mortgage amount (including taxes, insurance, utilities, etc.) must
not exceed 30% of the monthly income of the household (to be considered affordable to
a specific income group, see Table 1.2).

The varying factors (interest rates, closing costs, lending programs, etc.), which impact
the mortgage amount, make it difficult to specify certain sales prices that are considered
affordable to the various income groups. To simplify determining affordability for
reporting purposes, the City uses a rule-of-thumb formula similar to that employed by
many mortgage-lending institutions, which was reviewed and accepted by the SANDAG
and the California Department of Housing and Community Development. The rule-of-
thumb formula is as follows:

Affordable sales price = 3.0 x maximum-allowed-annual income for each class, adjusted
for bedroom count.

Based on this formula Table 1.4 gives the qualifying purchase price for housing for the
different income groups. The table illustrates that a three-bedroom house costing no
more than $301,050 would be the maximum affordable to a moderate-income family.

1.4
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Table 1.4: CY 2008 Qualifying Purchase Price
By Number of Bedrooms

Number of Bedrooms

Income Group

1 2 3 4
Very Low $94,800 $118,500 $137,400 $156,450
Low $151,650 $189,600 $219,900 $250,200
Moderate $207,600 $259,500 $301,050 $342,600

Above-Moderate  >$207,600 >$259,500 =>$301,050 =>$342,600

* 3X multiplier was developed by an ad hoc committee at SANDAG with subsequent approval by the
SANDAG Board in 1893. {There is ne formula in state [aw.) The rule also assumes 2 persons pes
bedroom to provide a correspondence pack to HUD affordability rules based upon persons per
househo!d {as opposed to bedrooms).

Housing Activity and Affordability in CY 2008 — Table 1.5 and the information below
summarize the housing permitted in CY 2008. Definitions of terms used in the table and
the remainder of the report are as follows:

Market Rate Units - Units that received no financial assistance from the City
and have no affordability restrictions.

Assisted Units - Units that received financial assistance from the City and/or
other subsidy sources and have affordabiiity restrictions.

Single-family detached - A single home on a single lot, detached from any other
unit, except for an attached second dwelling unit.

Condominium - A detached or attached home on commonly owned property.
Apartment - A unit that can only be rented and not owned.
Duplex — Two units on a single lot. Units cannot be individually sold.

Second Dwelling Unit - A completely independent dwelling unit on the same jot

as a primary residence. A second dwelling unit may be attached to or detached
from the primary residence.

1.5
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Table 1.5: Type and Affordability of Housing Units Permitted* in CY 2008

Market Rale Assisted Units
. Total
Income Stng_le Condo- Apart- | Condo- Apart- Secqnd Residential
Family Duplex S " Dweliing ;
Group *x minium  ment | minium ment S, Housing
Detached Unit :
units
Very Low 0 C 0 0 11 0 0 1"
Low 0 0 0 0 0 90 B 96
Moderate 0 0 C 2 0 0 0 2
Above-
Moderate 126 2 18 0 0 0 0 147
Total
Units 126 2 19 2 11 90 6 258
Built

*Housing units as reporied by building permil issuance

*One of the single family detached homes was permitted with a second dwelling unit. The second
dwelling unit is counted in the second dwelling unit category.

***Five of the second dwelling units were permitted on lots with existing single family detached homes.

Highlights on Carlsbad’s newest lower-income housing.

Table 1.6 highlights Carishad's newest lower-income housing.

Table 1.6: Low — Income Housing Permitted in CY 2008

Project Location Number Description Occupancy City
of Units Restrictions Assistance
Roosevelt | 2578 11 Condos Households earning up | Yes
Gardens Roosevelt St. to 50% of the Area
Median Income.
Poinsettia | North of 12 Apartments Households earning up | Yes
Commons | Poinsettia and to 80% of the Area
west of Median Income.
Avenida
Encinas
Glen Ridge | East of E! 78 Apartments Households earning Yes
Apartment | Camino Real | (27 units between 35%, 50% to
Homes and north of 1 3 5% °f 55% of the Area
(Robertson | Cannon Read | e at Median Income,
Ranch) 50%  of
AMI, 25
units  at
55%  of
AMI, 1
mgr, Unit)
1.6
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Progress Toward Housing Cycle Objectives — Table 1.7 below provides the number
of dwelling units permitted during the five year housing cycle of 2005 — 2010. The table
also shows the cumulative progress achieved during those years foward meeting the
new housing needs (from Table 1.1) estimated for the housing cycle over its term.

Table 1.7: For Years July 2005 — June 2010 Cumulative Progress Toward Current
Housing Cycle Objectives by Income Group
Housing Units Permitted - Housing Units Needed
Percent RHNA
Iocome ly-DeS  Gy2006  GY 2007 a0 zgc\;’g oty Total Objective™  achievedof  balance for
P tofal RHNA  2000-2010
Very Low 0 100 0 1" - — 141 1,837 10% 1,726
Low 5 8o 10 98 - 200 917 51% 747
Moderate 58 0 a 2 - - 58 1,226 26% 1,167
Above- 403 308 358 147 - - 1,214 720 114% o
Moderate *
Totals 464 455 368 256 - - 1,583 4,699 83% 3,116
~ Remaining RHNA need for 2005 — 2010 Housing Element period (see Tabie 1.1)

Type of Lower-Income Housing Produced from 2005 - 2010 - Since 1998,
developers have built nearly 1,500 homes for lower-income households in Carlsbad,
most resulting from Inclusionary Housing Ordinance requirements and requiring City
financial assistance. For the current housing cycle, over 300 units were constructed for
lower-income households.

Conclusions

Carlsbad has made important progress toward meeting its regional share of housing for
all income groups. While the City has made positive strides in producing lower-income
housing, the need for housing affordable to very low, low, and moderate-income families
continues to exceed the community’s collective ability to produce it. At the same time,
total production of new homes affordable to upper-income groups remains dominant.

Clearly, Carlsbad’s private sector continues to produce primarily up-scale housing. A
number of factors contribute to the trend: Overall market demand is for higher-end
housing, though current demand for all housing types is weak due to the economic
conditions; tax incentives for producing more affordable housing are few; land costs are

high; and, per-square-foot production costs remain substantial, so that profit margins on
more affordable housing are low.

1.7
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