CITY OF CARLSBAD - AGENDA BILL 1

AB# 21,131 Annual Housing Element Progress Report DEPT. DIRECTOR 42,

MTG. 43013 for January 2012 — December 2012 CITY ATTORNEY

DEPT. CED CITY MANAGER ; CK’)
RECOMMENDED ACTION:

That the City Council ADOPT Resolution No. 2013-081_, ACCEPTING the Annual Housing Element
Progress Report for January 2012 through December 2012.

ITEM EXPLANATION:

The attached Annual Housing Element Progress Report for January 2012 through December 2012
{Exhibit 2) has been prepared to comply with Government Code Section 65400(a)(2). According to
Government Code Section 65700, charter cities are exempt from the requirement to prepare an annual
report on the status of the housing element unless they intend to maintain eligibility for certain grant
funding programs. Therefore, the report serves the following purpose:

e Meet the grant funding requirements of certain SANDAG and California Department of Housing
and Community Development (HCD) programs.

o For example, certain grant programs administered by SANDAG require member jurisdictions
to report on their progress toward meeting their share of the regional housing need.

« Implement Carisbad Housing Element Program 3.20, which requires the preparation of an annual
report on the progress and effectiveness of the City's housing programs.

Contents of the Report

The Annual Housing Element Progress Report for January 2012 through December 2012 (Exhibit 2)
consists of:

« Housing Production Status (Part 1) — Provides the status of housing production in the city and
the city's progress in meeting its share of regional housing needs during Calendar Year (CY)
2012.

* Program Implementation Status (Part 2) — Provides the status of and the city's progress
toward implementing the City of Carisbad 2005-2010 Housing Element programs during CY
2012. Changes in state Housing Element law extended this Housing Element period to April 30,
2013.

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.

DEPARTMENT CONTACT: Corey Funk 760-802-4645 corey.funk@carlsbadca.gov

FOR CITY CLERKS USE ONLY.
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ENVIRONMENTAL IMPACT:

This report is categorically exempt from environmental review as per CEQA Guidelines Section 15308,
which states that information collection activities are exempt from the provisions of CEQA.

EXHIBITS:
1. City Council Resolution No.___2013-081

2. Report titled: Annual Housing Element Progress Report for January 2012 through December 2012
3. Appendix A: Description of terms and methods.
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EXHIBIT 1

RESOLUTION NO. 2013-081

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
CARLSBAD, CALIFORNIA, ACCEPTING THE ANNUAL
HOUSING ELEMENT PROGRESS REPORT FOR JANUARY
2012 THROQUGH DECEMBER 2012

WHEREAS, the attached Annual Housing Element Progress Report has been
nrepared 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 3.20. Thé purpose of
the report is to provide information to the City Council, the State Office of Planning and
Research, the State Department of Housing and Community Development, San Diego
Association of Governments and the public as to the status 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 report is accepted and the City Planner is directed to submit the report
to the California Office of Planning and Research, the Califomia Department of Housing and
Community Development, and the San Diego.Association of Governments.
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“NOTICE TO APPLICANT"

The time within which judicial review of this decision must be sought is governed
by Code of Civil Procedure, Section 1094.6, which has been made applicable in
the City of Carlsbad by Carlsbad Municipal Code Chapter 1.18. Any petition or
other paper seeking review must be filed in the appropriate court not fater than
the ninetieth day following the date on which this decision becomes final;
however, if within ten days after the decision becomes final a request for the
record is filed with a deposit in an amount sufficient to cover the estimated cost
or preparation of such record, the time within which such petition may be filed in
court is extended to not later than the thirtieth day following the date on which the
record is either personally delivered or mailed to the party, or his aitorney of
record, if he has one. A written request for the preparation of the record of the
proceedings shall be filed with the City Clerk, City of Carlsbad, 1200 Carisbad
Village Drive, Carlsbad, CA, 92008.

PASSED, APPROVED AND ADOPTED at a regular meeting of the City Council of the

City of Carisbad on the 30" day of April, 2013, by the following vote to wit:

Council Members Hall, Packard, Wood, Blackburn and Douglas.

None.

ABSENT: None.
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EXHIBIT 3

ANNUAL HOUSING ELEMENT PROGRESS REPORT
Appendix A — Description of terms and methods

JANUARY 2012 THROUGH DECEMBER 2012

Regional Housing Needs ~ The determination of housing need for Carlsbad and ail
other jurisdictions in California is derived from the Regional Housing Needs Assessment
(RHNA) prepared by the local regional councils of government (SANDAG) 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 pians.

A regional assessment of housing need is an estimate of the total need for new housing
construction throughout the region due to population growth forecasted to occur during
a specific time period. 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 Department 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 SANDAG.

Table 1 shows Carlsbad's share of the current RHNA and is based upon housing
growth estimated by the State and SANDAG to occur in Carlsbad during the period
January 1, 2003 through April 30, 2013.

Table 1: Carlsbad's Share of the RHNA
January 1, 2003 through April 30, 2013*

New Construction

Definition**
income Group (% of AMI™) {in hoﬁgi?%sunits)
Very Low 50% or under 1,922
Low 51-80% 1,460
Moderate 81-120% 1,583
Above-Moderate Over 120% 3.411
Totals 8.376

* Senate Bilt 575 exiended the current Housing Element period to no later than 18 months after
adoption of the Regional Transportation Plan (RTP), With the adoption of the RTP in Gctober 2011,
the next Housing Element update will be due April 30, 2013,

** Definitions are from HUD, via the Califomia Department of Housing and Communlty Development.

~*AMi is the Area Medlan Income. The 2012 AMI for San Diego-Carlsbad-San Marcos MSA for a

tarmily of four is $75,900,
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Definition of Income Groups —~ Table 1 defines each of the four income groups as a
percentage of the county area median income (AM!). HUD annually revises the AMI
based on cost of living issues such as the relationship of housing prices to income. For
2012, HUD established the AM! for San Diego County at $75,900. In addition to
establishing the AMI, HUD also establishes income limits for each of the four income
groups which are adjusted for family size so that larger households have higher income
limits (see Table 2 below).

Table 2: CY 2012 Qualifying Limits on Annual Income
By Household Size
Income Group Persons per Household
2 4 6 8

Very Low $ 32,150 $ 40,150 $ 46,600 $ 583,000
Low $ 51,400 $ 64,250 $ 74,550 $ 84,850
Moderate $ ©6,800 $ 83,500 3 96,900 $ 110,250
Above Moderate > $ 65,800 > $ 83,500 > $ 96,900 > $ 110,250

Source: "2012 Household Income Limits," U.5. Department of Housing and Urban

Development {effective Dec. 1, 2011)

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 assisfed 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 the tables of Part
1 were made by the Carlsbad Housing and Neighborhood Services Department.

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 (a convention developed in 1993 by member agencies of the San Diego
Association of Governments assumes two persons per bedroom). An additional
adjustment is also made for utility allowance, as required by HUD, Table 3 provides the
resulting maximum market rate rental expenses (which include rent and a utility
allowance that increases with household size) for the very low, low, and moderate-
income groups for CY 2012,



Table 3 CY 2012 Qualifying Rent and Utility Expenses
By Number of Bedrooms

Income Group Number of Bedrooms

1 2 3 4
Very Low $ 804 $ 1,004 $1,165. $ 1,325
Low $ 1,285 $ 1,606 $ 1,863 $2,121
Moderate $1,670 $ 2,087 $2422 $ 2,756
Above Moderate >$ 1,670 >$2,087 >$ 2,423 >$ 2,756

Source: "2012 Household Income Limits," U.S. Department of Housing and Urban
Development {effective Dec. 1, 2011}

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 2).

The varying factors (interest rates, closing costs, lending programs, et¢.), 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 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 $290,700 would be the maximum affordable to a moderate-income family.



Table 4: CY 2012 Qualifying Purchase Price
By Number of Bedrooms

Income Group Number of Bedrooms

1 2 3 4
Very Low $ 96,450 $ 120,450 $ 139,800 $ 159,000
Low $ 154,200 $ 192,750 . $ 223,650 $ 254,550
Moderate $ 200,400 $ 250,500 $ 290,700 $ 330,750
Above Moderate > $ 200,400 > $ 250,500 > §$ 290,700 > § 330,750

* 3X multiplier was developed by an ad hoc committee at SANDAG with subsequent
approval by the SANDAG Board in 1993. (Thers is no formula in state law). The rule
also assumes 2 pefsons per bedroom to provide a correspondence back to HUD
affordability rules based upon persons per household {as opposed to bedrooms).

Other terms — Definitions for terms used in this appendix as well as Part 1 of the report:

Assistance Programs/Assisted Units — units receiving financial assistance from
the city or other and/or other subsidy sources and have affordability deed
restrictions.

Deed Restricted Units — units considered affordable due to local program or
policy, such as inclusionary housing ordinance. These units may also be
assisted units.

Non-deed Restricted Units/Market Rate Units - Units that received no financial
assistance from the city and have no affordability restrictions.

Unit Category — SF (Single-family units), 2-4 (two to four unit structures), &+
(five or more unit structures), SU (second-units), MH (mobile homes).

Description of housing product types:

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




