CITY OF %

SAN JOSE Departmerzt of Planning, Building and Code Efgforcement

CAPITAX, OF SILICON VALLEY JOSEPH HORWEDEL, DIRECTOR

March 26, 2008

Cathy Creswell, Deputy Director

Division of Housing Policy Development

California Department of Housing and Community Development
1800 3rd Street

P.0. Box 952053 .

Sacramento CA 94252-2053

RE: Transmittal of Annual Progress Report on the Implementation of the San Jose 2020 General
Plan Housing Element ~ July 2006 throngh December 2007

Dear Ms. Creswell:

* Enclosed please find a copy of the Annual Progress Report on thc Implementation of the San
Jose 2020 General Plan Housing Element. This letter constitutes the formal transmittal of the
Annual Progress Report to the Depariment of Housing and Community Development, as
required by Government Code Section 65400, The Progress Report was accepted by the San Jose
City Council on March 11, 2008. .

This report covers an 18-m011th period from July 2006 to December 2007 to facilitate a fransition
from the previous fiscal-year reporting cycle to a calendar-year cycle. It is our understanding that
the next annual report is due April 1, 2009 covering the 2008 calendar year.

Should you have any questions, please contact Andrew Crabfree at (408) 535-7893.

Sincerely,

Plannmg, Bulldmg and Code Enforcement

Aitachment

¢:  Erin Larson, Office of Planning and Research -
Paul McDougal, Dept. of Housing and Community Development
Leslye Krutko, City of San Jose Director of Housing

200 E. Santa Clara St. Tower 3"3 EL, San José, CA 95113 tel (403) 535-’7800 fax (408) 292-6055
. http {fwww.sanjoseca.gov
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CAPITAL OF SILICON VALLBY

TO: HONORABLE MAYOR
" AND CITY COUNCIL

SUBJECT: SEE BELOW

FROM: Joseph Horwedel
Leslye Krutko

DATE: February 14, 2008

Approvediw_{ /g//

Datel Z/M/ o

COUNCIL DISTRICT: City-Wide
SNI'AREA: All

SUBJECT: ACCEPTANCE OF THE ANNUAL PROGRESS REPORT ON THE
IMPLEMENTATION OF THE SAN- JOS]ﬁ 2020 GENERAL PLAN
HOUSING ELEMENT ,

RECOMMENDATION

Accept the Annual Progress Report on the Implementation of the San José 2020 Genetal Plan
Housing Element covering the petiod from July 2006 through December 2007,

OQUTCOMIL

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 Planming and Research (OPR). In addition, the Annual Progress Report will
be subinitted as part of the City's application for funding from HCD for the Propesition 1C
Program as well as other potential funding programs.

BACKGROUND

State law requires most jurisdictions to prepare an annual progress report on the itmplementation
of the General Plan and submit it to OPR and HCD. Chattet cities are not 1equired to submit the
report; however, staffin the past has provided the Council and State agencies progress reports on
the implementation of the Housing Element in ordet to qualify for State funding for housing and
. other programs. This yeat, the report focuses on the implementation of the Housing Element
portions of the General Plan. The teport (attached) includes statistics describing the City’s
accomplishments towards achieving its shave of the Association of Bay Area Governments
{ABAG) Regional Housing Needs Allocation, together with a status report on implementation of
the City’s Housing pmgmms and efforts to remove constraints fo the pmductmn of affordable

housing.
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The City of San José is planning on applying for Proposition 1C funds from HCD. The
Proposition 1C program requires jurisdictions to be in compliance with the Housing Element
requiremeitts. A component of the compliance may include the submission of the Annual
Housing Element Progress Report to HCD by April 1, 2008, This report covers an 18-month
period from July 2006 to December 2007 to facilitate a transition from the previous fiscal-year
reporting cycle to a calendar-year cycle. After the submission of this report, the noxt annual
report is due in April 1, 2009 covering the 2008 calendat year, .

ANALVSIS

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 José’s fair share of the regional need for the planning period from 1999 through 2006 is
20,114 housing units, This allocation accounts for 45 percent of the total housing allocation for
Sanfa Clara County and 11 percent of the nine-county Bay Area region. Overall, San José has
been very effective in meeting ifs Regional Housing Needs Allocation (RHNA) and has
completed 117 percent of its allocation for the 1999-2006 planning period. Much of this success
is concentrated in the Very-Low and Low-Income categories, where the City’s programs are
aligned to the greatest housing need. In 2006 and 2007, 1,950 dwelling units began construction
or had newly added affordability restrictions to serve Ve1y~1,ow, Low, and \lIodeLatc-Income

households,

EVALUATION AND FOLLOW-UP

* In addition to the comprchensive General Plan Update process, staff is currently preparing an
update of the Housing Element that will cover the 2007-2014 planning period. Due to State
established deadlines, the Housing Element Update for 2007-2014 will be completed in advance
of the General Plan Update. The Housing Element Update for 2007-2014 will target the latest
RHNA, to be released in final forim by ABAG in June 2008,

" POLICY ALTERNATIVES

Not applicable,

PUBLIC OUTREACH/INTEREST

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

D 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)

L 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,
Conmmunity Meetings, Notice in appropriate newspapers)
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Although fhis item does not meet any of the above criferia, this report will be posted on the
City’s website. The City programs and projects described in this report have included public

outreach.

COORDINATION

This memo was jointly prepared by the Department of Holsing and the Department of Planning,
Building and Code Enforcement and coordinated with the City Aftorney’s Office,

FISCAL/POLICY ALIGNMENT

This project is consistent wu‘.h apphcable City goals and policies as fiwther discussed in the
attached report.

COST SUMMARY/IMPLICATIONS
Not applicable,

BUDGET REEERENCE

Noi applicable, -

CEQA

Not applicable.

JOSEPH HORWEDEIL, BSLYE KRUTKO

Director of Planning, Building Director of Housing
and Code Enforcement

For questions please contact Andrgw Crabtres, Principal Planner af (408) 535-7893.

Attachmenty Progress Repaort on Implomentation of the San José 2020 General Plan Housing Element — July
2006 through Decembor 2007



Progress Report on the Implementation
of the San José 2020 General Plan Housing Element -
July 2006 through December 2007

February 14, 2008

A, BACKGROUND

California State law provides that most jurisdictions prepare an annual status reporf-on the
implementation of the General Plan, In this format, the City of San José has submitted progress
reports on the implementation of the Housing Flement in order to qualify for State and other
funding programs. The progress reports are also intended fo provide useful information for
review and evaluation during the preparation of subsequent updates to the Housing Element,

- This report focuses onmecting the Regional Housing Needs Allccation (RENA) and other goals
and objectives as set forth in the Housing Element of the San José 2020 General Plan, The report
covers an 18-month period (from July 2006 to December 2007) fo facilitate a fransition from the
previous fiscal-year reporting cycle fo a calendar-year oycle. This fransition is intended fo align
the City’s reporting period ‘with the State’s General Plan Annnal Progress Report Guidance,
which. was updated in July 2007. With this transition, the City will submit this progress repott by
April 1, 2008, and the next annual progress report will be due on April 1, 2009 covering the 2008
calenday year. Upon City Council acceptance of the report, it will be forwarded to the California
Housing and Community Development (FHICD) Department and the Governor’s Office of .
Planning and Research,

The Housing Element is one of the mandatory elements of a General Plan,. as required by State
Law. California State Law required that San José update its General Plan Housing Element by
December 31, 2001. The update addressed how the City proposed to meel its vegional fair share
housing allocation, reviewed the effectiveness of San José’s housing policies and programs, and
included modifications to several sections of-the General Plan, including the Housing Major
Strategy, Housing goals and policies, and the Implementation Chapter, which describes San
José’s housing programs. The City Council adopted General Plan amendments in November
2001 and June 2002 intended to incorporate required revisions to the General Plan to prepare the
Housing Blement for certification. The City received confirmation of final certification of the
General Plan Housing Element by the S’fate Housing and Community Development (HCD)
Departinent in June 2003,

B, PROGRESS IN MEETING REGIONAL HOUSING NEED

The Association of Bay Area Governments (ABAG) is responsible for allocating the regional
housing needs among each jurisdiction in fhe nine-county Bay Area. ABAG has determined that
San José’s fair share of the regional need for'the planning period through 2006 is 26,114 units,.
San José’s allocation accounts for 45% of the total housing allocation for-Santa Clara County
and 11% of the nine counly Bay Area region, These 26,114 units are distributed among the
ecotomic segments of the community, as depicted in Table 1.
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The City of San José surpassed this goal prior to the end of the timelines set by ABAG, San José
has completed 117% of its 1999-2006 REHNA. During calendar year 2006, 1,374 dwelling units
began construction or had newly added affordability restrictions fo serve Extremely Low, Very
Low, Low, and Moderate Income houscholds (sse Table 1), This affordable housing consists of
those dwelling units whose construction or rehabilitation was either: (a) financed all or in part,
with loans or tax-exempt bonds appmved by the City Council and Redevelopment Agency
Board, ot (b) provided by developers in order to mect State—mandated inclusionar, y housing

mqunements n Redevelopment Project Areas,

Table 1
Calendar Year 2007 Housing Unit Count and
Unit Count of Housing Produced for the

1999-2006 Regional Housing Needs Allocation (RHNA) Cycle

Unilts Adidod - By Calendar Year Total
Untis %
R 1999.
Affordablity | “2006 5 9‘;‘5";;{3 . RHNA
Gafegorles RUNA* 1988 2000 2001 2002 2003 2004 2005 2008 - 2007
Very Low $337 420 560 928 849 686 277 695 565 4,970 93% 188
Low 2,364 199 707 | 1303 383 386 469 438 487 4,373 185% 288
Moderale 7,086 88 163 48 92 27 129 7 332 1,108 165% 100
Above Moderale | 11327 [ 2949 3.663| 23%1) 12541 34161 1961] 188271 2635 20,1214 176%| 1926
TOTAL 25,194 | 3.608] 6,003 46681 26781 4,769; 2,838] 34231 3,909 a0,672] 44 2801

SRENA goals for the time period begummg January 1999 {o June 2006,
*“Units added" refer (o units recoiving building permits or units with newly added affordabitity resteictions,

During calendar yeér'z()()'?, 576 affordable dwelling units began consfruction or had newly added
affordability restrictions to serve Extremely Low, Very Low, Low, and Moderate Income

households.

C. ' LOCALLY IDENTIRIED AFFORDABILITY CATEGORIES

Effective Januwary 1, 2007, the State of California has identified an additional income category,
extremely low-income (BLI) households, This income category is defined as individuals or
families earning less than 30% of the County median income. For the purposes of meeting the
goals set by the Association of Bay Area Governments (ABAG), these units are included in the
“Very Low” income category, The City of San José has conslstently reporied its ELL production
to HCD in previous reports and will continue to demonstrate efforts in meeting the needs of ELI

households, Attached is the ELI production tlnough 2007:
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Table 2
Extremely Low-Tncome and Very Low-Income Units Added 1999-2007
Units Added - By Calendar Year Total
) Units | %
1699- .

Affordabilly | 2006 il R

Catagorles RHENA 19991 2000 2004 2002] 2003; 2004] 2085 2008 2007
Very Loyt 5337 420 548 869 £33 318 243 851 478 4,058 121
Exlramaly Low 12 59 318 370 4 44 77 912 67
TOTAL §,337 420 560 928 844{. 686 217 636 555 4,970 93%| 188

* “Units added” refer to units receiving building permits or units with newly added affordability restrictions,

Overall, San José has been very effective in meeting its Regional Housing Needs Allocation.
Much of this success is concenfrated in the Very-Low and Low-Income categories, where the
City’s programs are aligned to the greatest housing need, The City Couneil intentionally
prioritizes development of affordable housing at the lower income levels over Moderate-Income
trousing. Due to the difficulty in fracking markei-delivered housing, the data in the above tables
illustrate that the City conservatively assumes that all market rate housing is developed in the

Above-Moderate Tncome category.

To assist Low- and Moderate-Income tesidents, the City offers a number of homeowner and
homebuyer programs. These programs are discussed below, In addition, the City also uses ifts
Redevelopment Avea Inclusionary Zoning program as a way to create more 1 Moderate-Income

units m the City,

Presently, the City is exploring different strategies to increase the development of Moderate-
Income housing, including the possibility of adopting a citywide inclusionary zoning ordinance.
If adopted, the citywide ordinance would create additional opporfunities for more Moderate- -
Tncome housing in San José. The City is also preparing an update o the General Plan Housing
Blement for the period from 2007-2014 that will include strategies to. increase housing supply at
all income levels, Additional information about the City’s upcoming Housing Element update for
2007-2014 1s discussed under the City’s long range planning efforts below.

D. - THE BREECTIVENESS OF THE HOUSING ELEMENT IN ATTAINMENT OF
THE COMMUNITY’S HOUSING GOALS AND OBJECTIVES

The City of San José’s Housing Depariment offers a comprehensive affordable housing program,
The Department assists in financing both new constiuction and the rehabilitation of single-family
and multi-family units for Low- and Moderate-Income residents in San José, Updates on each of
the affordable housing programs administered by the Housing Department are included in this
section of the report, The programs are primarily used to develop or conserve hounsing for lowez
income households during the 1999-2006 plamamg period of the Housing Blement,
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Specific programs are funded from the Redevelopment Agency’s property tax increments; the
federal Community Development Block Grant (CDBG} program; the federal HOME prograny;
federal Bmergency Shelter Grant (ESG) funds; tax-allocation bond proceeds; tax-exempt private
activity bonds (CDLAC); Low-Income Housing Tax Credits; the California State Department of
Housing and Community Development (HICD) Multifamily Housing Program funds (MEF);
private sector investors; and commercial lending institutions, The City’s overall strategy is to use
available public funds fo leverage financing from private sources to support a varisty of housing
construction and rehabilitation programs,

1, Homeowner Programs

a. Housiig Preservation Program (HPP) — Homeowners earning up 80% of the County
median income level may apply for loans up to $100,000 to rehabilitate their homes.
Owners living within the City’s Strong Neighborhoods Iniliative (SNI} Areas qualify for

- a 0% intetest loan, All other City Areas receive 3% loans, By City Council policy, 75%
of Rehabilitation Program funds are fargeted toward the Strong Neighborhoods Initiative
areas of the City, which are characterized by higher concentrztions of lower-income
households and older housing stock in greatest need of yehabilitation. This program is

- successful in providing funding to preserve the Cify’s aging housing stock,

Home Owner Grant Program (HGP) — Homeowners earning up 80% of the County
median income level may apply for one-time repair grants of up to $15,000. This
program is administered on a “Needs Basis” and primarily serves single-family owner
occupied homes. The grant is offered to owners with eligible repairs that are ainor in
nature providing all health and safety issues can be addressed with the graat. If more
repairs are required to address health and safety needs, the applicant will be referred fo
the Housing Preservation Progran.

7106 — 12/31/06 Per, fo: ararieg: 38 homes rehabilitated ﬂn'auglz ﬂte HPP and HGP

grants,
2007 Performance: 83 homes rehabilituted through the HPP and HGP grants

b. Mobilehome Repair Grant Program (MRGP) and Mobilehome Repair Loan
Program (MRLP) - Owner oceupants of mobilehomes earning up to 80% of the County
median-income may apply for one-time repair grants up to $12,000. Additionally, the
Housing Departiment offers 3% loans up to $20,000 for low-income maobilehome owners,
The MRLP has been sueccessful in providing options to mobilehome houscholds with
very limited options to finance repair needs.

71/06 — 12/31/06 Performance: 38 homes rehabifitated ﬂuongh the HPP and HGP
grainls,
2007 Performance: 188 mobile homes rehabilliated

2. Homebuyer Programs

a. First-Time Homebuyers Mortgage Credit Certificates (MCC) — In cooperation with
the County, the City offers Mortgage Credit Certificates (MCC) to qualified buyers, An
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.

d.

30

MCC enables qualified first-tims buyers to redues the amount of their federal income tax
liability by a specified percentage of the interest rate they pay on their first morigage
loan. This amount is currently set at 15%. This reduction may be applied to a new or
existing loan. By reducing the tax Hability, an MCC: effectively increases the
homebuyer’s income level. The program has proven to be an effeclive means for enabling
Low and Moderate-Income households fo purchase homes that they might not otherwise
afford, The program has been effectively combined with other City homebuyer assistance
programs to further enhance home purchasing power in one of the nation’s highest
housing cost aveas. The City will continue its cooperation with the County on this
prograi,

06 — 12/31/06 Peiformance: 25 MCCs issued In San José and 9 MCCs in other
cltles in Santa Clara Connly '

2007 Pexformance: 59 MCCs rs'mad in San José and 14 MCCs issued i in other cities in

Sanfa Clara Countip,

Teacher Housing Program (THP) — This program provides a deferred equity-share loan
of up 10 $65,000 to low- and moderate-income San José public school teachers, The THP
program has proven {o be an effective means for attracting and retaining public school
teachers in one of the nation’s highest housing cost areas, The City continuously markets
and evaluates the program to ensure that program go'tls and maxirun leveraging of City
funds are achieved.

7/1/06 ~ 12/31/06 Performance: 24 THP loans

" 2007 Performance: 35 THP Ioans

Project-Based Second Mortgages — The City provides 30-vear second mortgages in
varted amounfs for Low and Moderate-Income homebuyers in ownership housing
projects for which the City has previously provided financial assistance for development,
2007 Performanee: 81,459,997 fo seven low-und moderate-income first-time
homebuyers in Hennessey Place and $633,000 to flve lower-income firsi-ilme
lomebuyers through Silicon Vailey’s Habitat for Humanity Mmph}ﬂtmgwood
Projects.

Building Equity and Growth in Neighborhoods (BEGIN) — To date, the City has been
awarded $7.5 million in grant fuhds made available through Proposition 46 and
Proposition 1C. The grant funds are used to provide second mortgage assistance in loan
amounts up to $30,000, for Low- and Moderate-income first-time homebuyers in specific
new for-sale developments that have received regulatory velief fom the City.

7106 — 12/31/06 Performance: The Citp assisted nine homebuyers with $270,000 in
low interest loans in tivo ntew developments: San Antonto Place and The Works.

2007 Performance: The Cify assisted 20 first-time homebuyers with $§600,000 in four
developments: Murphy/Ringwood Habitat Project, Hennessey Place, San Auntonfo
Place and The Works

American Dream Down-Payment Initiative — As part of the Federal Home Investment
Partnership (HOME) sub-program, the City of San José has received over $600,000 since
2002 to be used for down-payment assisiance for low-income first time homebuyers.
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1706 - 12/31/06 Performance: The Clty assisted one low-tncome household with loyw-
interest deferved loans up to 6% of sales price,

2007 Performance: The Cify assisted six low-income honseholds dur ing 2007, Each
ADDI loan svas made in conjunction with the City’s Teaclrer Homebuyer Program,

f. Redevelopment Area Inclusionary Housing' Programn — Through the City’s
Redevelopment Arca Inclusionary Housing Prograiy, housing developers in City
redevelopment areas are required to provide a discount to low-atd/or moderate-income
homebuyers fo make units affordable,

/06 — 12/31/06 Peiforinance: A fotal of $6, 657,860 was loaned to 37 low-and
moderate<income homebuyers in six new developments — - Antumn Terrace aft Bouita
(ATB), Autnmn Tervace wt Williams (ATW), Marburg Place, San Autonio Pluce (SAP),
The Lofts and The Worlks,

2007 Performance: A total of $8,166,760 wus loanted to 44 low- and moderufe-inconte
homebuyers i severt developments — ATB, ATW, Keystone Place, Marburg Place, SAP
and The Works.

g. The Home Venture Fund (formerly Vernal Fuud) ~ Private lenders entered nfo an
agreement with Neighborhood Housing Services Silicon Valley, a nonprofif organization,
to provide down-payment assisfance loans to both low- and mederate-income
homebuyers. Loans amounts range from $4,000 to over $100,000 per household. Interest
derived from $4.5 million in Cily grants is used to make inlerest payments on behalf of
the borrower during the five-year loan deferral period,

7/1/06 — 12/31/06 Performance: 17 Home Veunture loans, 59% were made to low-
income homebuyers,

2007 Perforinance; Four Home Venture louns funded with Federal HOME Jimnds and
seven other loans fo fhe Clfy of San José homebuyers. The total amount of HOME
Venture Ipans made was $415,900 and 75% of the loans were made fo low-income
Iwusehalds.

h. The San José State University (SISU) Faculty and Staff Homebuyer Program — In

2006, the Cily entered info an agresment with San José State University to jointly-fund
and administer a liomeownership program for University faculty, The program was later
broadened to include all SJSU full-time permanent employees. The program offers up fo
$60,000 to income sligible employees in the form of a deferred repayment loan.
2007 Performance: The pilot SISU program assisted seven low- and moderate-income
STSU entployees towards the purclase « home in San José, The Clty assisted two
emplayees for $120,000 and San José Stute University ussisted five employees for
$300,000.

3, Housing Developers/Tuvestment Property Owners

a. Predevelopment Loan Program — This program is designed fo assist nonprofit hovsing
developers with funds necessary to explove the feasibility of a proposed housing project,
Under this revolving-loan program, nonprofits may apply for option fees and preliminary
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environmental or design studies, Loans are currently set at 4% inferest and range fiom
$15,000 to $100,000 with repayment due at the clcse of escrow on construction [oans or

- within two yeats.

7/1/06 ~ 12/31/06 Performance: 2 loaus closed for $137,000

2007 Performance: 1 loan closed for §63,000 and 1 graunt nade for $100,000

C

Project Development Loans for Construction and Acquisition/ Rehabilitation —
Below 'market rate gap loans and grants, made to both for-profit and nonprofit
developers, are typically subordinated to the primary lender’s loan, The. loans provide
funding for apartments for ‘families and seniors, (single-room occupancy living unit
facilities and hotels (SROs), transitional housing, and housing for special needs
populations. Loans pay for predevelopment, construction, and for other specific

- development-related costs, Funding for the acquisition and rehabilitation of exlsting

apartment complexes focuses on blighted properties where rehabilitation would a have
significant revifalizing impact on the surrounding neighborhood and those projects with
expiting Housing and Urban Development (HUD) loans and rent restictions

(“preservation” projects),

This is an award-winning program that has resulted in the creation of over 13,500 new
housing units affordeble to low-income households in San José. Due to recent declines in
20% Tax Increment Funds, this program has a somewhat limited amount of funds
available to for-profit and nonprofit developers. A Notice of Funding Availability
(NOFA) is thercfore used for the selection of developers to receive fonding from this
program, which helps to ensure fargeting of funds to the deepest affordability levels and
to the projects that maximize leveraging of Cily finds, The City desires to continue
funding its most effective affordable housing program in future years, - -

71706 — 12/31/06 Performance: Two loaits closed for completion of 94 affordable
wnits; 516 affordable wilis receiving finance commitiments ' _
2007 Performaricer Eight loans closed for complefion of 859 r{[f‘ardab!e uiits; 965
affordable units recelving finance commitinenis

City as “Developer” — State law stipulates that affordable housing (along with parks and
public education) have priority for surplus property owned by any public agency created
under State auspices, The Housing Department aggressively seeks o purchase such
properties owned by the City of San Jos$, the Valley Transportation Authority (VTA),
CalTrans, the 19 school districts in San José, the Santa Clara Valley Water District and
other public agencies for housing development The Housing Department continues to
utilize this successful approach to securing land for affordable housing,

1/06 — 12/31/06 Performance: Two City-owned parveels prepared for purchase; one
state-owned parcel purchased; tiwo Cliy-owned parcels preparved for drsposefion.

2007 Performance:! Oue City-owned parcel appraved for disposition,
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4, Homeless Services Programs

A

Imergency Shelter Grant Program (ESG) — BESG is a federally funded program designed
to be the *“first step” if the prevention of homelessness, The program strives {o address the
immediate needs of persons residing on thie stteet and needing emergency shelter and
fransitional housing, as well as assistatiee in their move fo 111dependent living.

FY 2006-07 Performance: The City was allocated $441,000 in ESG funds that were
awarded to 15 nonprofifs for use in emergency shelter operations, essential serviees
and homeless prevention activities. Durlng this perlod, 115,526 wunits of service were
provitled,

Housing Opportunities for People with AIDS or HIV (HOPWA) — HOPWA. is a

* federally funded program designed to assist nonprofit agencies in providing housing

cl

assistance and supportive services to low-ingome individuals and families living with

'HIV/AIDS. Eligible use of funds includes tenant-based rental assistance, project-based

rental assistance, housing infonnation and suppottive services,

FY 2006-07 Performuance: San José was allocated $738,000 in HOPWA entiflement
Junds that were allocated to two agencles. Through the use of these funds, the agencles
were able fo provide assistance to 315 individuals,

Housing Trust Fund ~ In June 2003, the Mayor and City Council approved the
allocation of funds {o establish a Housing Trust Fund, These funds can be used for a
variety of aclivities, including the development of special needs housing,

In 2004, the City was awarded $1,500,000 in Proposition 46 funds to be used for the
construction or rehabilitation of rental housing developments for special needs
populations. On being awarded these funds, the City agreed to provide a match of
$1,734,707. In February 2006, the City commiited $425,000 to be used by InnVision for
the purchase of 8 one-bedroom units which would be affordable to extremely low-income
households and targeted fo single mothers with children, and $1,520,000 to purchase 12
{wo-bedroom units by the Unity Care group to be used by extremely low-incoms youth
aging out of the foster care system In May, 2007, the City Council approved the use of
$1,555,000 in Proposition 46 funds to be used for the purchase and rehabilitation of two
four-plexes to be used by the Unity Care Group for low-income youth aging out of the
foster care sysfem.

7/1/06 — 12/31/06 Perfornance: Six grants with a combined fotal of § 198,613 were
wivarded 1o several connmunity-based organizations for homeless prevention and other
suppertive services.

2007 Performance: 14 grants with a combined total of $780,971 were awaided fo
eleven communiiy-bused organizations for homeless prevention and other supportive
services. Three grants with « total of $1,224,942 were awaurded to three communiy-
based organizations to administer the Housing Services Partnership,

Promoting Growth and Early Self-Sufficlency (PROGRESS) - Tn 1998, the City
Council authorized the Department of Housing to implement a two-year, $400,000
program to provide housing and supportive services to homeless families and individuals
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with the desire to become self-sufficient. The success of the first program prompted the
Council to approve another two-year program in 2001. The program averaged a 78%
success rate. On November 14, 2006, the San José City Council approved funding for the .
implementation of a new two-year PROGRESS Progiram. The program is ta:geted to
start in Sp; ing 2008,

5. Neighborhiood Improvement Projects

a. Strong Neighborhoods Initiative (SNI) Project Alliance — (formerly known as Multi-
Family Demonstratlon Projects) — The initial Projest Alliance pilot projecis were
completed in 2004-2005 with over 300 units receiving exterior improvement such as new
roofs, exterior paint, dual glazed windows and landscape enhancements; Three new
neighborhoods have been selected for improvement through Project Alliance, These
neighborhoods are Jeanne/Forestdale (Five Wounds/Brookwood Tetrace), Virginia/King
(Mayfair and Gateway East) and Roundtable Drive Apartments (EBdenvale/Great Qaks).
‘Work on these projects is scheduled to commence in early 2008,

I/06 — 12/31/06 Performance; Four projects for 16 units completed ﬁn*oug]z Project
Allianee,
2007 Performance! Thiee p: ofects for 12 units completed through Pr ojecrAHimrce.

E, PROGRESS IN REMOVING GOVERNMENTAL CONSTRAINTS TO HOUSING
PRODUCTION

The Housing Appendix of the General Plan discusses potential govemnmental constraints to
housing production. The City has taken a number of steps over the past several years that
continue to reduce or eliminate fhese consiraints thereby facilitating the production of housing
within the City of San José., These include measures intended to Jinprove and streamline the
" development review process to insure that the process does not constrain housing development,
In addition, a vaviety of Smart Growth Planming endeavors has been developed that provide
housing strategies at a Citywide and neighbothood level.

The following is a summary of the Cily’s efforts to improve the deveiopment review process to
remove constraints to housing development,

1, Procedural Iinprovements

a." Housing Department NOFA Process and Underwriting Guidelues -- As of February
2004, the City uses a NOFA process for awarding funds for affordable housing that
makes Underwiiting Guidelines available fo for-profit and non-profit affordable housing
developers interested in receiving funding from the City. The public noticing of these
documents has provided additional stability to the development community and through
Developer Roundtable discussions; the Housing Departiment continues to make process
improvements in an effort fo remove constiaints to developing new affordable housing in
San José, .
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b.

c,

Second Units Pilot Program Extension — On October 23, 2007 the City Council
approved an extension of the Second Units Pilot Program to Apzil 30, 2008 or until
applications for a maximum 100 secondary units have been approved, This pilot program
began on January 2, 2006 and was previousty scheduled to end on October 30, 2007, This
pilot program represents a major change in the City's policies towards second units,
coniing after a 20-year prohibition, The pilot program is a means of collecting data on
second unit production and location, and as a way to determine whether second unifs
have adverse impacts on surrounding neighborhoods, The program also allows property
owhers with existing unpermitted units the ability to legalize their second unit, provided
that the unit can meet the second unit ordinance criteria, From January 2006 through
December 2007, the City received 88 applications for second units and the City issned 67.
approvals with 21 applications still under review, The extended pilot program continues
to exempt secondary units built under the ordinance from Park Impact fees.

Planning in San José: A Community Guide —In 2005, Planning staff collaborated with
the San José State University Department of Utban and Regional Planning to develop a
commmunity guide to the planning process. It is a technical resource that explains and
demystifies the planning process for residents, business owners and property owners, as
well as developers interested in building in San José, The Guide cleazly identifies specific
ways for the communify to access information and participate in the planning and
deveiopmant process. In 2007, the Guide was tlauslated into Spanish and Vietnamese
versions,

Several successful programs or procedures initiated in 2007 benefit the approval of housing
in San José. They include the following:

d.

el

1.

Live Telephone Customer Service — Beginning in 2007, the City expanded its Public
Information Counter service and public inquiry ftracking databdse to include live
telephone call service for development related public inquiries. This new service allows
staff to track the time and nature of public inquiry calls using the existing permit tracking
system and to address parcel-specific frequently asked questions, The new scrvice also
monitors customer response time and improves staff's ability fo track customer inquisies
for subsequent follow-up.

Early Coutact Protocol — To enhance communication with project applicants and to
improve customet service delivery, Planning Division staff began implementing the Early
Contact Protocol in 2007, The protocol mandates telephone contact between the project
manager and applicant within 3 days of application submittal and a preliminary project
meeling within the next 14 days. Early contact with the applicants helps establish a good
working relationship and provides an open distogue throughout the application process,

Green Building Planner — In 2007, San José introduced its Green Vision, which
identified a list of 15-year goals that involve reducing energy wse, creating clean
technology jobs and promoting green development, To support the Green Vision, the
Planning Division created a LEED-accredited Green Building Plammer position to aid in
the review of environmentally friendly projects. The position is also intended to assist in
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the development of citywide policies that promote environmentally-friendly development
while educating the public on the benefits of incorporating “green” standards, such as use
of renewable resources and energy conservation, as part of rvesidential and other

development projects,

2007 Californin Standards Code Outreach and Training — In response to the
introduction of the new 2007 edition of the California Standards Code and the City’s
anticipated adopt of the new code, City staff provided extensive outreach to the public
and, the development community about important code updates. These Codes establish
the statewide codes for building construction and fire safety, and the City Council
adopted the new state codes with local amendments that came into effect on January 1,
2008. The public outreach included a series of frainings for both City staff and the public
on vatious topics in the new code. Such trainings occurred in November and December
2007 and were intended to facilitate a smooth the transition to the use of new code

standards.

Enbhanced High-Rise Design Review Process — In order {o support the intensification of
the Downtown and {ransit corridors, the City began in 2007 to administer the Enhanced
High-Rise Design Review Process as patt of the development review process for projects
involving buildings 100 feet or greater in height. The Enhanced High-Rise Design

Review Process is a public process that allows staff and decision makers to (1) apply

relevant sections of the Downtown Design Guidelines developed for downtown high-rise
housing to high-rise development throughout the City, (2) be advised by the City’s
Architectural Review Committee (ARC) regarding consistency with relevant sections of
the applicable Design Guidelines, and (3) receive conununity input on proposed high-rise
development during both the preliminary review and entitlement phases. The process
primarily serves as a forum where developers, design professionals, community members
and City staff can work together to ensure that new developments contribute positively to
the community and issues identified can be addressed cfﬁcicntly.

Transit-Oriented Developmenthid-Rlse and ngl1-R1se Residential Design
Guidelines — To assist in streamlining the development review process, the City adopied
design guidelines for fransit-oriented development and mid-rise and high-risc residential
projects in Seplember 2007, The design guidelines provide specific parameters to
promote compact, urban development along major fransit corridors and key employment
areas. These guidelines seck to provide a common understanding of the minimum design
standards in order to ensure that the review process can be conducted in as efficient a
manuer ag posmble

Amendments to e Parkland Dedication Ordinance/Park Impact Ordinance
(PDO/PIO) — The City of San José enacted the PDO in 1988 and the PIO in 1992 to help
meet the demand for new neighborhoods and community parkland generated by the
development of new residential subdivisions. Under the PDO and PIO, housing
developers are required to dedicate land, pay a parkiand fee in-lieu of dedication, or both,
for neighborhood and commmmnity parks or recteational purposes. Amendments to the
PDO/PIO in December 2006 adjusted outdated in-lien fees, which were based on 70% of
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land values in 2001, to current land values. By adjusting the in-lieu fees to the cwrrent
land values, the City improved its ability to more quickly acquire and develop parklands,
The amendments also updated the parkland requirements based on Census 2000
demographic data and increased the types of recreational amenities in residential projects
that are eligible as credit toward a project’s parkland obligation. Affordable housing units
are exempted from the payment of fees and dedications, Overall, these changes facilitate
the provision of patks that benefit all types of housing,

The fo]lowmg General Plan text amendments wete approved by the City Council in January
2008, These amendments involve procedural improvements that sireamline the zoning
process for high-density affordable housing and mixed-use development projects and
promote energy efficiency in mid and high-rise development,

k. Elimination of the Plauned Development Zoning process requirement for certain.
Mixed-Use Development projects — This General Plan text amendment streamlines the
development review process for some housing and mixed-use proposals by eliminating
the requirement for a Planned Development Zoning. In many situations, the City’s
Zoning Ordinance already allows for mixed-use development with a development petinit
or use permit in.a conventional zoning district, The General Plan text amendment updates
the San José 2020 General Plan to allow development proposals to utilize more of the
permit process options available in the Zoning Ordinance instead of requiring projects to
wndergo an extensive Planned Development Zoning process.

1. Height Limit Increase to Facilitate Use of Remewable Energy Resources — This
General Plan text amendment is intended to encourage utilization of renewable energy
resources in the.physical development of the City by making the incorporation of these
resources into development more feasible fo developers and property owners. By
amending the text of the General Plan to allow additional height for certain structures,
such as solar panels, othef energy-saving devices, and roof landscaping, the fext
amendment better aligns the General Plan policy for building heights with fhe existing
language of the Zoning Ordinance and streamlines efforls fo implement green building
measures in proposed development projects,

2, Sustainable Land Use Planning

San José has been performing sustainable land use planning for more than 30 years, Key
activities include:

= Careful planning for future use of all vacant land, fogether with proactive efforts to plan
for the reuse of outmoded and underutilized properties;

= Tdentifying appropriate locations for increased development intensities, primarily along
transit corridors; and

» Developing spemﬁc plans that forther the goals of the General Plan by defining housmg
opportunities in strategic locations throughout the City,
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a, Availability of Vacant Land

The availability of vacant residential land is frequently cited as the most important constraint
in meeting housing needs, The Vacant Land Inventory (VLI) provides information on San
José’s vacant land supply by General Plan Land Use/Transportation Diagram designation,
along with the rate of development (o1 absorption) of remaining vacant land,

According to the VLI, the vacant residential land supply was estimated at approximately 808
actes in December 2007. Approximately two-thirds of the vacant residential land is
designated for single-family development, and is loeated primarily in the Almaden, Alum
Rock, Betryessa, or Evergreen planning areas, Multi-family lands are more evenly
distributed, with the greatest concentrafion (34%) occurring in the South planning avea (in the
Commwnications Hill Specific Plan area). '

Given the limited supply of vacant land, the future rate of land absotption is expected to be

much slower and more stable than in the past. However, slower land absorption has not

translated into reduced production of new housing units, This is because development is now

more commonly cccwring on previously developed land (i.e., not vacant) and residential-.
densities are increasing, Today, only about one-fifth of San José’s new housing is made up of
smgl&famﬂy detached units; the large majority of the City’s dwcllmg, units are higher-

density apariments, condotuimums, and fownhomes.

San José produced 3,820 units between July 2006 and December 2007, clearly indicating that
the slowly diminishing vacant land supply is not a limiting factor in the developmeni of new
housing. An example of the City’s anficipated future success in providing new housing
despite diminishing vacant land resources is the fact that there are approximately 32,000
units of new housing capacity planned in the combined Downfown and Novth San José aveas
and only approximately 80 acres of remaining vacant land. .

D, I;ong Range Planlzing

General Plan Amenduients

As described below and in the following section on Specific Plans and Special Land Use
Studies, this year the City Council approved a combination of General Plan amendments and
related land use policy changes that vesulted in a sighificant increase in the residential
holding capacity of the General Plan, now estimated at approximately 63,450 dwelling units.

General Plan amendments comprising approximately 55 acres, approved betwesn June 2006
and December 2007, added approximately 2,035 fo 2,572 units to the General Plan
residential holding capacity. The additional holding capacity is expressed as a range due to
the varying density ranges allowed under the residential General Plan designations.
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General Plan Text Anendments ~ SRO Housing

In June 2006, the City Council approved a General Plan text amendment fo yemove language
that discouraged SROs from locating within the Downtown Core area, By allowing SROs to
be considered in areas throughout the City, including the Downtown Core, the General Plan
Text amendment provides more poteniial SRO locations that are close {o {ransit,

neighborhood services, and employment opportunities, The text amendiment also added text

to the General Plan fo discourage new SRO units in industrial areas in order to discourage
residential uses in proximity to incompatible land uses, The text amendment also streamlines
the development review process by allowing certain SRO projects to be considered by the
Planning Director with-a Special Use Permit rather than by the Planning Commission with a
Conditional Uss Permit.

Transit-Oriented Development/Downtown High-Rise Residential

As a result of previous City Council actions that expanded the Greater Downtown Core Area
Boundary and increased the maxinum building height in this avea, the potential number of
housing units that can be built within proximity to Light Rail Transit, Bus Rapid Transit, and
future BART stations in the Downtown have incteased, As of December 2007, 1,405 new
residential units have been approved and are currently under consiruction. Anothm 1,880
new units are in various stages of the development peimitting process.

Speciﬁc Plans and Sﬁecial Land Use and Transportation Studies

During the period from Tuly 2006 to December 2007, staff from Planning, together with other
key City Depattments continued to carry out several on-going major land use planning
efforfs intended to provide a vision for- San José’s future growth and development, These
major planning efforts include implementation of the Vision North San José and
development of the Coyote Valley Specific Plan and the Bvergreen — Rast Hills Visioning
Strategy. In addition, the City kicked-off a successful start to the Envision San José 2040
comprehensive General Plan update process and made significant progress on other major -
offorts. These include the County Pocket Annexations, Framework for Preservation of
Employment Lands, and the Oakland Road/US 101/Mabury Road Transportation Area

Policy,

= Vision North San José — In June 2005, the San José City Council approved an updaie to
the North San José Area Development Policy intended to guide the continiied
development in the North San José area, the Cify’s primary employment center and home
to. many Silicon Valley high-tech companies. The policy update facilitates the future
development of 26,7 million square feet of new indusirial office .space and 1.7 million
square feet of new neighborhood serving commercial/ vetail space. A key component of
the update is the addition of 24,700 new housing units to the City’s General Plan capacity
for the North San José area, including the potential conversion of 285 acres of existing
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industrial land to residential use. These units were added to the Noith San José area to
provide housing opportunities in close proximity to existing job centers and to suppott
their fidure growth, The Vision project provided environmental clearance for the
development of 32,000 residenfial units in total, which included both the existing
residential unit capacity and the added new capacity. Virtually all of these new units will
be located within a Redevelopment Policy Area and subject fo a 20% inclusionary
requirement for below-market-rate units, The Policy includes a phasing plan designed to
coordinate the timing of the new industrial, commercial, and residential development
with construction of $519 million in planned infrastructure improvements. By December
2007, the City received development applications for approximately 8,000 new
residential units, of which 4,851 units have been approved at the zoning level,

Coyote Valley Specific Plan — The Coyote Valley Specific Plan (CVSP) area confains
7,000 actes of mostly undeveloped land in the southern reaches of San José, The City’s
overall vision for the Coyote Valley, as stated in the General Plan, is a unigue, vibrant,
balanced comnmunity of at least 50,000 driving industry jobs and 23,000 housing units on
the northerly 3,600 acres, where people live, work and play. At least 20% of the new
homes must be affordable to persons of moderate or lower income levels. The remaining
3,400 acres are planned as a permanent non-wban buffer (South Coyote Valley
Greenbelt). The proposed land.uses are sensitive lo the environment and well connected
through a rich network of open spaces, trails, bicycle paths, roads and fransit. The CVSP
process was initiated by the City Couneil in August 2002 and p10v1des the ability to plan
land uses in detail, determine infrastructure and community services, fornmlate financing
and implementation programs, and phase the implementation of fhe plan elements as
necessary. The process is led by a 19-member citizen Task Force appointed by the City
Council, including the participation of affected agencies, property owners, developers,
and other community and regional stakeholders, The Tnitial Draft Specific Plan was
released in December.2006, and the Draft Euvironmental Impact Report (DEIR} was
released in March 2007, Due to the number of comments received and the on the DEIR
and the issnes raised, the DEIR is being revised and will be recirculated for public
review. Task Force, community and stakeholder meetings will continue through 2009, to
discuss plan refinements, financial feasibilily, the phasing and implementation strategy,
and the Fiscal Tmpact Analysis. The Planning Comthission and the City Council are
expeoted to consider the CVYSP in 2009,

Evergreen — Bast Tills Development Policy — In 2007, the City established divection to

update the Bvergreen Development Policy to ailow for the development of an additional
500 units in the Bvergreen — Bast Hills avea,

Comprehensive General Plan Update Progess — On June 26, 2007, the City Council

initiated the Etwvision San José 2040 General Plan update process, The General Plan
update work program is divided into two phases. Phase I comprises the fundamental work
elements such as analyzing existing conditions and future projections and developing a
prefesred alternative for the future growth of the City. The first phase is anticipated to
complete in Sepfember 2008. Phase II of the work program will consist of
comprehensively reviewing and refining all General Plan goals and policies. Key issues

to address include future growth projections and land capacity as well as ways to expand
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the holding capacity for additional housing to meet the project population growth and
housing demand. )

Ifousing Blement Update Process — Along with the comprehensive General Plan Update
process, the City is also preparing an update to the Housing Blement for the 2007-2014
implementation period in advance of the completion of fhe General Plan Update dus fo. -
State deadlines. The Housing Element Update for 2007-2014 will target the latest
Regional Housing Needs Allocation, to be released in final form in June 2008, and
outline the goals and shrategies to increase the supply of housing, improve the jobs-
housing ratio, and promote infiil development near existing and planned transit corridors.

Framework for-Preservation of Bmployment Lands — On October 23, 2007, the City
Council adopted the Framework for Preservation of Employment Lands, a land use
policy to evaluate proposed conversions of employment lands fo non-employment uses,
While the Framework is primarily intended to preserve the City’s employment lands, it
serves as an important fool to direct housing development and sensitive populations away
from incompatible uses, The Framework also provides that employment land conversions
occurring in areas served by mass transit include a significant portion of Extremely Low
Tncome housing and other affordable units, Emergency residential shelters- and Single
Room Oceupancy development that meet vequirements for Conditional Use Permit
approval under the City’s Zoning Ordinance are not subjeet to the Framework.

Qakland Road/US 101/Mabury Road Transportation Area Policy — In 2007, the City
adopted a Transportation Development Policy (TDP) to manage the fraffic congestion
associated with near ferm smart growth development in the Oakland Road/US
101/Mabury Road area. This area includes proposed Transit Oriented Development near
the planned BART Bewryessa Station, Japantown Neighborhood Business Distriot;
Jackson-Taylor Specific Plan, and Luna Pak/I3th Street Neighborhood Business
District. The policy is designed {o facilitate continued development within transit
cowridors and on infill sifes despite roadway deficiencies along the Oakland Road corridor
at the TS 101 inferchange due to the capacity constraints of the interchange. Whereas the
City’s existing Level of Service (LOS) policy would preclude additional development
withont major infrastructure improvements to meet cerfain LOS standavds, this TDP
allows up to approximately 6,000 residential units to be developed prior to construction
of the interchange improvements.

County Pocket Annexations — Beginning in 2007, the City in coordination with the
County of Santa Clara, initiated the County Pocket Annexation program. This program is
a result of the recognition by {he City, County and the State that it is inefficient for there
to be islands of unincorporated land surrounded by City incorporated area and that cities
are better suifed to provide urban services to these arcas than are counties whose main
responsibility is the administration of health, judicial and social services. Annexation of
County islands is consistent with the long-standing policy of the County of Santa Clara
that urban development should oceur within the incorporated boundaties of cities within
the County. This program anficipated fhree phases to annex wup to 58 unincorporated
islands over 3 to 5 years, beginning with the smallest and least populated islands, Phase
of this program resulted in the annexation of twenty-one County islands, Phase 2 of the
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annexation program inchudes 11 additional islands. Fourteen Counly islands are
scheduled for Phase 3 of the annexation program, which involves incorporating
approximately 1,100 acres and an estimated population of 15,900, Phase 3 will be
processed over the next several years.

T, CONCLUSION

The City of San José remains committed to the production of housing for all economic segments
of the community. This commitment is articulated in the Housing Blement and in the ongoing
implementation of a wide range of housing plans and progeams, :



