CITY OF

SAN JOSE Department of Plannmg, Bmldmg and Code Enforcement

CAPIm OF SILICON VALLEY DAVID SYKES [NTERIM D]_RECTORA

March 20, 2014

Randall Deems, Acting Director/Chief Deputy Director

California Department of Housing and Community Development
2020 W. El Camino Avenue
Sacramento, CA 95833

Re:  Transmittal of Annual Progress Report on Implementation of the Envision
San Jose 2040 General Plan Housing Element for Calendar Year 2013

Dear Mr. Deems,

Enclosed please find a copy of the Annual Progress Report on implementation of the Envision
San Jose 2040 General Plan Housing Element for calendar year 2013. This letter constitutes a
formal transmittal of the Annual Progress Report to the Department of Housing Community
Development as required by Government Code Section 65400. The progress report was
accepted by the San Jose City Council on March 18, 2014.

Should you have any questions, please contact Laurel Prevetti, Assistant Director of Planning,
Building & Code Enforcement, at laurel.prevetti@sanjoseca.gov or (408) 535-7901.

Sincerely,

I DS e e

David Sykes, Interim Dlrector
Planning, Building and Code Enforcement Director of Housing

Enclosure: Annual Progress Report

Ce: Govenor’s Office of Planning and Research
P.O. Box 3044
Sacramento, CA 95812

200 E. Santa Clara Street, 3"l Floor Tower, San José, CA 95113-1905 tel (408) 535-8440 www.sanjoseca.gov
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Progress Report on the Implementation
Of the San José Housing Element Update -
Calendar Year 2013

February 24,2014

A. INTRODUCTION
Purpose

This yeport summiarizes the City’s progress towards. mse’ung its RHNA: goals and other
housing objectives during the 2013 calendar year as set forth in its Housing Element.
Upon C1ty Council acceptance of the report, it will be forwarded fo. the California

Housing-and Community Development- (HCD) Department and the Govertior*s Office of
Plaiiiing and Reseatch.

Baczkgro e

California State law provideés that each govérning body prepaies an annual report on the
status and progress in the implementation of its Housing. Eleiment, The City of San José
has successfully submitted annual progress reports on the implementation of the Housing
Element to the HCD for review and evaluation, By providing this mfmmatwn, the City
qualifies for important: State housing, community development, transportation, and park:
funds.

State law also requires. that jurisdictions include the Housing Element as one: of the
mandatory elements of a General Plan, ‘The Cityof San José’s-current Housing Element,
‘which was certified by HCD in July 2009, veflects the 2007-2014 plannmg period. The
Housing Element. 1dent1_ﬁes coristraints to housing: produetion, as well as establishes
;pohcles and programs in order to imitigate. those constraints and to facilitate the
_'ploductmn of housing opportunities to meet the needs of all economic segments of the
community as deter mined through the Regional Housing Needs: Allocation (RHNA).
process. : .

The Association of Bay Area Govemments (ABAG) is 1espons1ble for coo1dmam1g with
and allocating the regional Lousing needs among each jurisdiction in the mne—coun’ty Bay
Area. ABAG has determined that San José’s fair share of: the 1cg10na1 need. for the
'_plannmg period betweeti January 1, 2007 thlough Jurie 30, 2014 is.34,721° iiits -across
Jincome cateégories, San Jogé’s: aﬂocatmn accountsfor 58% of tlie-total housmg alloeation
for Santa Clara County and 16%; of the: niné’"'ggim an Area mgmn These units are
distributed among: income categorms as0 depmigmin Table B and: equal a total annual
ploductmn goal of 4, 630 total units, wiich is fifty pelcent hlgher than the actidl annual
average of 3,000 units produced in San.José in the past thifty yeais.
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While this annual glloeation exceeds the annual production, of housing that the City hag;
ever achieved on a sustained basis —even dwring strong market conditions —the City js
gofgiitted. to facilitating the prodiction. of . housifig across income categories and. to.
nnt1gatmg botli goverhmesital and non-governmental donstraints that tay uiduly Jinit,
sich ploductmn, To acliieve these objectlves, Sdan José’s Housig sirdtepy includes
careful planning for tesidential land uses af appropriate logations and densities, The.
stlategy ‘secks-to maximize hoysing opportunities on infill parcels already served: by the.

" City in otder to- utilize. ex1stmg nfrasfiuchire, and at locations served by trahsit. The.

Houstitg strategy also seeks fo provide sufficlent ]101151ng dpportunities for itevr workers in
order to enconrage and support contitiued sconomic: deveiopment a8 well. a5 dccess fo
housing Tor: Iowe1~1ncome workers in occupatlons that support driving industries. “San
José. is also planning: for demographic and ‘market shifis: that indicate greater fiture.
deirand for moré uiban formé of hotising dnd neighborhoods,

City of San Jose Envision 2040 Gener*ai Plcm

This City of San. Jose's Brivision 2040 General Plan incorporates. the City’s chiretit
Housmg Element and establishes a complehenswe pelicy fratiework. that supporty San.
José’s residential 'strategies identified in the Housing Eleinent; A cntral conipgngnt' of
the Plan ig-the development of new “Urban 'Villages” at strategic locations flwoughout the
city-so-that the a 'significant. percentage: of future. housmg growth is planned to ocour as.
conipact, pedestiian fuendly, ‘ahd, transit-ciiented developthent af infill locations. The.
Plan also 1emf01ces the Cltys envnomnental goals, such as plescn’atlon of the hlllSJde
davelopment wﬂl oceuy thhm th,e Cxty s cum ent Usban Glowﬂl Bounda1 y. The Plan also
includes a comprehensive :and .coordinated set of goals, pohmes and implementation
actiotis that liik miiltiple objectives to pidmote the developmeht of complete 1ncluswc
and equitable:comminities, ‘

‘ City of San.Jose Department. of Fousing

The, City’s. Depaxtment of Housing parinets with the development commumty and;
provides gap financing and. teclinical assistances dn order-to facilitate the production,
rehiabilitation,. "and pregervalion of: affordable units for lower- and ‘moderate-Income.
households, The. Housing Department also collaborates with: public, private, and non-
‘profit partneis in. oider to: end’ lmme]essness, to-getve. specmi needs populatlons fo teduce.

foreclosures and help families stay in thix homies; and to ensire: wglonal fair housmg
p1act1ces .

San José’s affordable housing projects are: Lecogmzed nationdlly for their quality designs,.
excellént, management community integration, and inrovation.. In 2011, the City was.
fhe first 1ec1plent of the Urban Land, Yhstituts’s Robeit, €. Larson Woilforce Housmg
Publig Policy award; “The City was recognized ag an gkemplary local government that
p1ov1des ongoing -and sustamable support for the: production, rehabilitation; or.




_,pleselvatmn of" wcukiowe housmg Additionally, Casa Feliz;, a LEED Gold new .
construction with, 60. units; serving exfremely low-income households, won the 2012.
California. Redevelopment: Agency. (CRA) Award of Txcéllence: in Sustaineble
Deve’lopment which resoghizes projests ahd programis that até outstanditig exduiples of
thevedevelopment prodess hat have 1esu1ted in building better conmimnities,

Housing Market Conditions

San JUSé Goritinties to, be orie of the, most expersive housmg marlcets i the nation. In
2013, the bomeowiiership market made . shrong recovery. ‘Median housing prices in’
'Santa Clara County are closg for pre-leeesswn highs, chmbmg 13% from 2012 and with.
tight inventory. Interest rates have risen shghﬂy but continue fo temitin hlstor,tcally low,
while Foreclosuie rates have declined mgmﬁcantly sirice the nadir of the housing market
i 2009, Assummg a cohservative buf still. historically low 4.5% fixed nior{gage rafe,
20% dawm, & 1 25%, property {ax ate, and standard ufilities and motfgage inswrance, the
ourgent median housing price’ of $685,000 (as :of December 2013) 1equn'es a
dowsipaymert of $137,000 and -an anivual ineome of $157,000, which is nearly twice 4
high -48-Sati José’s nicdiap lidusehold iticomé of $80,090 (2012 Amierican Corhmuiity
Survey, US Censud). Additionally, sa’vmg Tor a:20% downpayment of gbout $137,000
for, the median priced home, while paying -astronomical rents, g9 detailed in the next
‘paragraph, puts additional burden on the firsttire homebuyel arid akes it. mlpossxble
formany 16 aftam horméownership.

San José also eXIublted continued strength in its 1et1ta1 tharket, with average monthly-
ronts aver $2,000 representing an annual increase of 11% and rasing voncerns that rents
are growing increasingly beyond. the reach of Jower-income Households. and €ven mariy
middlesclass hotissholds, As guch the: US Census Burga in ail Apiil 2013 iepoit
‘Identified the San Jose metmpohtan alca a3-the most expénsive residential réntal miarket
of the ountey’s fifty largest: 1eg10ns Using a 30% income standard for housing costs
including utilities; a San José service: worker honsehold would need an income of over
$73,000to afford the rent of a one-bedroom urit, which is foré than 4 retail salespérson,
a banlc tefler, ora pre-school teacher Typlcaﬂy eatnis, While tlie fate; of rent inercasés hag
tecesilly shown signs of leveling off, fhe cost to rent in San José is. still ap-an all-time high.,
Indsed, over fifty pergent of Tenter Touseholds in:San José experience a housing burden
defined. as spending -more than: thirly percent of theit income on housing costs (US
Census). This. level of housing burden makss it challeriging: for renters to save fai the
_high dowhpaymiiéiit teqaired to pmcha&e a home In respionss to he strong houging
‘market, the Cify issued 3,705 residential permits — wistly for market raie jental
developments — the highest ievel since the beginning of this RHNA period,

The broader eoonomy has.xls6 rebounded along with the housiag market; This pamculsu
ietovery-has been characterized by job-création n'high-skitled, high-wage ocoupations as
well s mlow—skrll low-wage employmeut but maddle class jObS have notreturned, As

1m v .census.rov/prad/20 [ 3pubs/acsbri 1-07.pdE




low-wage employment increases; the chaliongc of Ilousmg affmdablhty affects ‘more -
howseholds and families. :

Yet; financial cliallenges across; 4ll levels, of ‘government have severely reduced: the.
ability of the public: gector to help houge lower-income households, The primary -
challenge for affordable houslng if Califorhia i that thie 1048 of 1edeve10pment agéncies’
chmmatcd the most 11111301 fant feventie stréam for fioch needed low-f dnd tooderate-
income housing, gnd-that furiding biag not begn replaced, The decrgaseiinn federal fundmg
fot. hpusiug, and. commmnty development has added to the challcnges Eindlly, other
tools such as San José!s:vental inchsionary housing programs’ are -suspended due to-the.
Palmer decisior. Whﬂe {hié City’s inelusionaty progiani for foi-sale homies in foimer
redeyelopinent aréds I8 currertly actiye, city-wide inclugionary housing ordinance hes
been suspenided as fhe resulf of a Jegal. challenge Whilethe City i evatled at the.
appellate Jevel, the appeal of that decision is :anticipated to be heard.in the California
Supleme Court'in late 2014, The City continues to stlongly defend iis ability to use these
impoitantt tools and. will remain fully engaged it the litigatior,  Staff continues to.
iimplemdit éxisting affoiddable hovsing progiding while ekplming 1w fools, funding
mechanisis, and parinerships o help suppott the-City’s commitment towards facilitating
the pr ovmmn of atfordable housing in on der to achieve-its REINA goals,

B.  ANNUAL BUILDING ACTIVITY SUMMARY FOR VERY LOW-, LOW,,
AND MODERATE-INCOME UNITS AND MIXED INCOMI
MULTIFAMILX.PRQJECTS (TAB,LEA Al) N ‘

In:¢aléndsr, yedr 2013, tlie Clty igsuied buﬂdmg petiriits for 3,705 units cormposed-of3,211
riiatket-rafe and 494 affmdable uhits, (See-Table A) “This ‘total 1epreserits 80% of the;
Clty’s annval RENA goal of 4,630 units across all income categories, (See: Table B)-
‘While the Gity exceeded its annual gorl of 2,060 for- above-moderate income unifs (156%
of RHNA goal), the 494 below-market permifs. reptesents jusf 19% of its -affordable.
housmg goal of 2,570, viiits, “This. d1spanty reflects the rénewed. stishgth, of iarket-eate
hotistng market and the challenges in the p1 ovision of affordable housmg

G. ANNUAL BUILDING ACTIVITY - SUMMARY' " FOR ABovn
"MODERATEINCOME UNITS (PABLE A3)

Duung cilendss, year 2013, “thie C1ty peinntfed a total of 3; 211 above modelate-mcome.
unifs, Most of the :developments pulling permits were rental projects, reflecting .an
-extremely strong rental roarket and rapidly tlsing efifs, New- multlfalmly cohstruction
belnig Built in Narth Saii José and Downtown. indicate an intetest ih mixed-use;, transit--
‘offented and higher-defisity titbar, hvmg

LConversely;. home prices whmh'apploached the allstime hlghs recorded in 2006, have
‘cooled off-in the last few-months and séem to be- stabﬂlzmg. However, the supply of,
hothes: (both f01eclosed siid regilar sales) remains fight and intéiest tates are ifsing,




* although they are §till low, If'the economy and the job. market-continue to strengthen; the:

housing market is expegted to improve as well.

Hven though-the growth ir inedfan honié piics is stabilizing, many fst-titmg buyers find
that prices alieady gt of theirfeach. Affordability s a big concein 4s rents a0d housing
piices continue to remain high.

D, REGIONALHOUSING NEEDS ALLOCATION PROGRESS (TABLE B)

Table B depicts San Jose’s progress in achieving its RFINA goals, While theCity-of San.
José surpassed its total 19992006 RUNA godls, its ability to dchievé its REINA godls in
the Guirent ¢yele Was impacted. by: the eliimination of fedevelopimert apencies and otlier
tools'as menttoned above. Althiough in CY'2013 e City peimitted the bighestumber of
dwelling unifs since the Beginming of this REINA cyole, those were primarily market vafe
wnits, For the seven calendar years (January 1, 2007 to December 31, 2013} of the
cutrént RUNA period, 16,029 fotal residetifial units have beeh added. If this raw
remiding, it is anticfpated fhiat San José may nteet or exceed half of jts REINA gosl for this
cyele, lavgely driven by nesw supply formaket-rate housing,

Looking at San José’s progress by subcategories, the City has met 85% of its cuinulative
abové-moderete-iricome honsing goal it only 15% of its"curulative affordable liousing
goal, This, above-thaderats (e, niafketsate). housing las been the piimary driver of
‘San Tosé’s progress tawards meeting its overal IREINA goal, alihoughaffordable housing,
developments, Tepresented. the majority -of residential perniits pulled -during the. worst
period of the econernie recession..

In spite, of feduced funiing for below-matket rae wnits, San José has facilitated ‘the
otieaition of aver 2,900 1iew affordable housing units i the gurrent REIVA cycle, which is:
approximately 15% of the fotgl RFNA riits produced, These wnifs provide important
atfordable housing options to San Jesé’s comiiunity and wotkforeé. ‘Theé City eontintes
to advance affordable housing inltiatives. in ordet to Provide acoess o hotishig -
opboitunifics attoss incomes and fo suppott economic growthiin:San José,

The: Gity has been proactive in planning for additiondl housing to meet the needs of’

existing and Tofure residents. T 2011, the City approvéd its Buvision Saii José 2040
Geneial Plaii, which ihclides long-tef capacity for 1 20,000 néw housing units, While

“ogly & portion of {his totl ‘Sapagity s cuirently aciivated, it does ineliide suffieleit

residential capacify to.meet therequirements-of the current REINA, Of this total eapacity,
approximately 10,000 units have already: received. entiflements through. the zohiig or:
déveloprient permit stage and can thuis be counted towads the City’s capacity for
meetingits RENA goal. " : :

Acfual construction ofthe units in this pipeling will depend on market forces, Howevet,
fhe City has an impottant ole. in- initigating constiaints to housifig pradction acidss
inicoine. levels fhronigh. the fmplementdtion of existing and new housing piogtais and




proeess improveinénts. The Clty Wil contmue 6 woik. cwatWely and collabor atms]y with
both ritesnal and external partners in order-to deyslop. strategies -and financial tools to

Telp facilitate the devélopinent of affordable housing and, therefore, improve its ability to

proactively sapport the City’s efforts to meet: its honsing needs, and, drive economic

- growth:

T PROGRAMIMPLEMENTATION STATUS (FABLE C)

Table C piowdes a complete list and status report on. the City’s plogmms to assxst Tow-
ifconie renteis and homebuyers: Addifionaily, San. Josg contirivies -to adopt Zohmg:
Ordinarice: changes 1o streamlifie housmg ploductmu and 1y facilitate the b1eaf*1011 of
affordable liviistng, '

Attachment:  Annval Hougitig Elem ent P ogl ¢4s: Repo1t - I—Iousmg Element
Implementanon Tables A-C;
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