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SUBJECT: PROPOSED REGIONAL HOUSING NEEDS ASSESSMENT (RHNA)
ALLOCATION METHODOLOGY

Dear Mr. Ajise:

The Center for Demographic Research (CDR) at Cal State Fullerton has reviewed the Proposed
Regional Housing Needs Assessment (RHNA) Allocation Methodology and its Data Appendix.
We recognize all of the work SCAG staff has done to produce these reports and the extensive
work with local agencies during the development process. Further, CDR extends our thanks for
SCAG’s close coordination with us on behalf of Orange County jurisdictions to ensure that the
2018 Orange County Projections (OCP), Orange County’s growth forecast, were utilized.

I would also like to express our appreciation for the ongoing coordination regarding the
upcoming updates and corrections to the RHNA calculator. Though a new version of the RHNA
calculator is forthcoming, some of the draft comments in the matrix below are indicated as
pending after feedback from SCAG staff that these are expected to be included in the next
iteration of the calculator. I would also like to acknowledge that comments 3 and 4 in the matrix
below were prepared prior to the issuance of the draft regional number from HCD. As the
income shares provided by HCD to not appear to include a redistribution of the above moderate
income category, please also take these comments into consideration for any subsequent RHNA
cycles.

We support SCAG’s approach to developing an equitable methodology by releasing multiple
potential methodologies for public review and comment. After a detailed review of each
available option, we ask for your consideration and response to the following:

1. We support the comments provided separately by the Orange County Council of

Governments:
Local input should underpin the selected RHNA methodology allocation option
Support for local input as the floor for any RHNA allocation of projected need
Allow time for peer review of new factors or methodologies
Adopt a methodology after HCD provides the regional determination
Align the definition of HQTAs with Cap and Trade for RHNA purposes
Opposition to the reallocation of Above Moderate units
Utilize share of growth for household population not total population growth
Remove land areas not compatible with residential uses from density calculation
Allow for vetting and corrections to CIRB units permitted data
2. Technical comments on the Proposed RHNA Allocation Methodology, Data Appendix,
and the RHNA Calculator in Table 1 matrix below.

3. Suggested language changes to the Proposed RHNA Allocation Methodology in the

redline version attached to this letter (Attachment C).
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Table 1. Comments on Proposed RHNA Allocation Methodologies & Data Appendix Tables

Topic & Page Question/Comment

Reference

All 1. Provide a tracked changes document based on the changes made since publication of the

documents for the public comment period.

2. Please see Attachment 3 for a redline version of the Proposed RHNA Allocation
Methodology pages 1-53 for text corrections, clarifications and suggestions.
Page 8, Option 1, | 3. Redistribution of Existing Need Above Moderate units is not consistent with the 6" cycle
Step 1d methodology of assigning total regional need to regions throughout the state.
On page 8 of the Proposed RHNA Allocation Methodology, Step 1d discusses the
redistribution of the Above Moderate housing units for existing need to the three lower-income
categories. Using SCAG’s RHNA calculator, with a sample regional allocation of 659,144
units, Option 1 redistributes approximately 63,807 Above Moderate units into the three lower-
income categories across the region, about 9.7% of the sample regional allocation total and
42.4% of the existing need total of 150,589. As seen in Table A below, lines 1, 2, and 8
show the differences in the percent shares by income category before and after the
proposed redistribution of the Above Moderate units. This makes it impossible to match
the allocations and percent shares by income category provided by HCD unless HCD
factors the redistribution into its regional determination for SCAG before a decision on a
methodology is made by the RHNA subcommittee, CEHD or Regional Council .
Table A: Differences in Methods for Redistribution of Existing Need Above Moderate
Income Category
Above
Very Low Low Moderate Moderate
Proportional Share: Income Income Income Income
1 Option 1 original 110% social equity adjustment 25.4% 15.5% 16.8% 42.4%
) Option 1 after redistribution of above moderate
units (proportional share) 44.1% 26.9% 29.1% 0.0%
3 Difference: Redistributed — original 110% +18.7% +11.4% +123% -42.4%
4 Option 1 original 110% social equity adjustment 38,242 23,311 25,229 63,807
5 Option 1 after redistribution of above moderate
units (proportional share) 66,390 40,437 43,771 0
6 Difference: Redistributed — original 110% +28,148 +17,126 +18,542  -63,807
Equal Share:
7 Option 1 original 110% social equity adjustment 25.4% 15.5% 16.8% 42.4%
2 Option 1 after redistribution of above moderate
units (using equal share) 39.5% 29.6% 30.9% 0.0%
9 Difference: Redistributed — original 110% +14.1% +14.1% +14.1% -42.4%
10 Option 1 original 110% social equity adjustment 38,242 23,311 25,229 63,807
1 Option 1 after redistribution of above moderate
units (using equal share) 59,533 40,437 43,771 0
12 Difference: Redistributed — original 110% +21,291 +17,126 +18,542  -63,807

In order to utilize this redistribution methodology, HCD would have to be informed of the
proposed redistribution methodology, accept the idea of redistribution, and provide either a
range for each of the income categories in numbers and percent shares for the SCAG total
regional allocation or pre-determine the social equity adjustments and pre-calculate the
redistribution of the Above Moderate category to provide specific regional numbers and shares.
To date, HCD has provided specific numbers and percent shares for each of the four income
categories for each the 11 agencies it has already provided total regional allocations to for the
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Topic & Page
Reference

Question/Comment

6" RHNA cycle (http://www.hcd.ca.gov/community-development/housing-
element/index.shtml).

Providing SCAG income category ranges would be inconsistent with the methodology and
regional assignments for the 11 regions in the state that have already received their regional
allocations from HCD for the 6 cycle. Using either of the two methods described above,
regional ranges or specific numbers and percentages that include redistribution of the Above
Moderate units, could also set a precedent for the nine subsequent regions still waiting for their
6™ cycle allocations and future RHNA cycles for all 21 regions.

Redistributing the Above Moderate units to the three lower-income categories further
increases the burden of those jurisdictions that are already impacted and have higher shares of
lower-income units by assigning more units into the three lower-income categories.

Using the relative share of the lower income categories to redistribute the Above Moderate
units increases the burden for those jurisdictions that currently have higher concentrations
of lower-income units. Lines 3 and 6 in Table A above show that an additional 28,000
very low and 17,000 low income units would be redistributed throughout the region. This
includes those jurisdictions that are already impacted, lower-income communities.

If redistribution of the Above Moderate units is decided to be done by SCAG’s elected
officials and committees, at the very least to attempt to lessen the effect of further
impacting local jurisdictions, apply an equal share to each of the three categories to lessen
the impact on those jurisdictions that already have higher concentrations of lower-income
housing. Lines 3 and 9 in Table A above show that the impact to those jurisdictions
already burdened would be lessened by using an equal share to redistribute the Above
Moderate units if the SCAG elected officials choose to do so. For example, if the Above
Moderate total is 60 units and needs to be redistributed to the three lower-income
categories, divide 60 by 3 = 20 and assign 20 units to each of the three lower-income
categories.

Page 8,
paragraph 3

“For example, in Los Angeles County 63 percent of all households live within an HQTA,
with 72 percent of the County’s very low income households living within an HQTA while
only 56 percent of above moderate income households do.”

--- Please add a table showing all shares for all counties for all data points listed in
paragraph.

Page 20,
paragraph 2

“At the jurisdictional level, between 2012 and 2017 the jobs...”
--- Please explain in the report why this specific time increment reported.

Page 28,
paragraph 2

“The AFFH survey accompanied the required local planning factor survey and that was
sent to all SCAG jurisdictions in mid-March 2019 with a posted due date of May 30, 2019”
--- Wasn'’t the initial deadline for input April 30?

Page 32, Jobs
Housing Fit
paragraph 1

...enough affordable housing in high resources areas.”
--- Please provide the definition of ‘high resource areas’ in the methodology document.

Page 37, Step 1b

“The 20 percent of the regional existing housing need will be distributed based on a
jurisdiction’s share of 2016 regional population within an existing (2016) HQTA.”

--- Please clarify if the 2019 DOF population was developed at the SCAG TAZ level and is
being used or if the RTP TAZ/local input data for year 2016 was used.

Page 43, Step 2a

10.

‘...the share of regional household growth for the jurisdictions, e.g., for years 2020-2030,
is calculated and applied to the RHNA regional household growth”
--- Is this share of growth prorated to 2021-2029? If so, add text from Option 3.

All tables in
RHNA Technical
Appendix

11.
12.

Add table ID numbers to each table.
Add in pagination for each table, e.g. 1 of 5.




Mr. Ajise 8/23/2019
Proposed RHNA Methodology Comment Letter Page 4 of 9
Topic & Page Question/Comment
Reference
Share of 2019 13. Add note that says “HQTAs may include permanently protected open space identified by state
Population in 2016 and/or federal agencies.”
HQTAs, 54-58
Number of 14. Why is SCAG looking at only the last two cycles of RHNA for permit activity? Why not go
Residential Units further back if it is to address the existing need/backlog?
Permitted, CIRB | 15. Show calculations for how permits per 1,000 pop are calculated.
and SCAG Local
Profiles, 59-82
Social Equity 16. Add formula page to show how 110% and 150% social equity adjustments are calculated.
Adjustments
Existing/110%/1
50%, 88-93
Projected 17. “Source: Local Input from SCAG jurisdictions for Connect SoCal/2020 RTP/SCS,
Household ~Qctober 20492018
Growth- Local
Input for

Connect SoCal
99-103

Local Population
and Household
Growth 2020-
2045, Connect
SoCal

110-113

18. “Source: Local Input from SCAG jurisdictions for Connect SoCal/2020 RTP/SCS,
~October 20492018”

Vacant Units by
Tenure and Type,
American
Community
Survey 2013-
2017 5-year
Estimates
114-117

Options 1 & 3

19. If SCAG chooses to use the strict U.S. Census Bureau definitions for renter and owner vacancy
rates (defined below), for the most accurate data possible, SCAG should use the raw, unrounded
data from tables DP04 and B25004 to calculate the tenured (owner & renter) vacancy rates by
jurisdiction for use in the healthy market vacancy rate adjustments.

U.S. Census Bureau defines the following:
https://www?2.census.gov/programs-surveys/acs/tech_docs/subject_definitions/2017_ACSSubjectDefinitions.pdf?

Homeowner Vacancy Rate — The homeowner vacancy rate is the proportion of the
homeowner inventory that is vacant “for sale.” It is computed by dividing the number of
vacant units “for sale only” by the sum of the owner-occupied units, vacant units that are
“for sale only,” and vacant units that have been sold but not yet occupied, and then
multiplying by 100. This measure is rounded to the nearest tenth.
Rental Vacancy Rate — The rental vacancy rate is the proportion of the rental inventory that
is vacant “for rent.” It is computed by dividing the number of vacant units “for rent” by the
sum of the renter-occupied units, vacant units that are “for rent,” and vacant units that have
been rented but not yet occupied, and then multiplying by 100. This measure is rounded to
the nearest tenth.
To calculate owner and renter vacancy rates, the U.S. Census Bureau reports the raw data in two
separate tables: DP04 and B25004.
DPO04 includes the following:
e Total housing units
e  Occupied housing units (Households)
e  Vacant units
e Total vacancy rate
e  Number of owner-occupied units (owner households) [for owner vacancy rate]
e Number of renter-occupied housing units (renter households) [for renter vacancy rate]
e  Owner vacancy rate- rounded to tenths
e Renter vacancy rate- rounded to tenths
B25004 reports the number of vacant units by the seven vacancy types:
1. For rent [for renter vacancy rate]
2. Rented, not occupied
3. For Sale only [for owner vacancy rate]
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Topic & Page
Reference

Question/Comment

4. Sold, not occupied

5. For seasonal, recreational, or occasional use

6. For migrant workers

7. Other vacant
Currently, SCAG is only using the rounded-to-tenths owner and renter vacancy rates from DP04
for the healthy market vacancy rate adjustments at the jurisdictional level. For example, in order
to calculate the regional tenured vacancy rates for the HCD consultation package (June 6, 2019
CEHD agenda packet), SCAG imputed the renter and owner units from a single table’s rounded
data (DP04) rather than calculating the actual rates from raw data in two separate tables (DP04
and B25004). Table B below illustrates the differences when using imputed and rounded vs.
raw, unrounded data to calculate the regional tenured vacancy rates. Though small differences
in percentages are seen in the tenured vacancy rates, when applied to the regional totals of
hundreds of thousands of housing units shown in Table C, the resulting differences when using
imputed and rounded data vs. raw, unrounded data can be sizeable.

Table B: Tenured Vacancy Rates for SCAG Region from Different Source Tables

Owner Renter
Vacancy Rate  Vacancy Rate
Only 1-year DP04 (requires imputation using rounded data) 1.1015% 3.2756%
Only 5-year DP04 (requires imputation using rounded data) 1.2018% 3.5850%
All 5-year data (Tables DP04 & B25004, raw, unrounded) 1.2443% 3.6182%

Sources: U.S. Census Bureau American Community Survey 2017 1-year and 2013-2017 5-year estimates

Using the occupied units by tenure from the June 6, 2019 CEHD HCD Consultation Package’s
Table 1 on page 16, Table C below shows the magnitude of the differences when using
imputed/rounded data vs. the raw, unrounded data outputs from Table B to calculate the
regional healthy market vacancy rate adjustments by tenure. When comparing the raw,
unrounded data to the imputed/rounded data, the raw, unrounded data are 19.3% to 23.0% lower
than using the imputed rates. Recognizing that 1-year and 5-year data are inherently different
and will produce different results, Table C also shows the differences between the 5-year raw
vs. 5-year imputed data.

Table C: Differences in Healthy Market Vacancy Rate Adjustments at the SCAG Regional
Level by Tenure, U.S. Census Bureau American Community Survey (ACS)

Total Differences with
Projected Need Vacancy Table 1*
Owner Renter Adjustments | Number | Percent
SCAG Total 311,821*|  282,916* 594,737*
1 |1-year ACS- only DP04* 1,247* 4,866* 6,113* 0 0.0%
S5-year ACS- only DP04 797 3,909 4,707 (1,406)| -23.0%
3 |5-year ACS (DP04 & B25004) 930 4,003 4,933 (1,180)] -19.3%
Existing Need
Owner Renter Number | Percent
SCAG Total 3,184,473*%| 2,889,288* 6,073,761*
1-year ACS- only DP04* 12,738* 49,696* 62,434* (0) 0.0%
5 |5-year ACS- only DP04 8,141 39,924 48,066 | (14,368)] -23.0%
6 |5-year ACS (DP04 & B25004) 9,498 40,882 50,380 | (12,054)] -19.3%

*SCAG’s calculations reported in June 6, 2019 CEHD Agenda Packet’s HCD Consultation
Package, Table 1, p. 16

Sources: U.S. Census Bureau American Community Survey 2017 1-year and 2013-2017 5-year estimates,
Tables DP04 & B25004
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Topic & Page Question/Comment
Reference
20. Since the raw data is available, in order to use the most accurate data possible during the RHNA
process, unrounded vacancy rates for each jurisdiction should be calculated by using both tables
DP04 and B25004 for use in the healthy market vacancy rate adjustments.
21. Please include the table in Attachment 1 in the RHNA Data Appendix, which shows the raw
data inputs, calculations and results of the owner and renter vacancy rates using both tables
DP04 and B25004.
Vacant Units by | 22. Consider using all, or more than two, of the seven categories of vacant units to calculate the
Tenure and Type, tenured vacancy rates.
American
Community The U.S. Census Bureau American Community Survey (ACS) 2017 S-year estimates report
Survey 2013- 6,470,403 housing units in the SCAG region with 5,970,784 occupied housing units
2017 5-year (households) and 499,619 vacant units. The total vacancy rate for the region is 7.7%
Estimates (6,470,403 / 499,619). As mentioned above on page 4, the Census Bureau divides vacant units
114-117 into seven different categories. See Attachment 2 for Census definitions of all vacant unit types.

Options 1 & 3

23.

Though all seven categories are used to calculate a jurisdiction’s total vacancy rate, to calculate
the tenured (owner & renter) vacancy rates, the Census Bureau only uses two of the seven types
of vacant units. California statute does not specify how to calculate the homeowner and renter
vacancy rates, nor does it require Census Bureau definitions to be used; it only specifies that the
healthy market vacancy rate for renters is 5.0%.

Five of the seven categories of vacant units, totaling 353,517 units, are not included in the
calculation of owner and renter vacancy rates using the Census Bureau definitions (above on
page 4). Thus, any RHNA methodology that utilizes the strict Census owner and renter vacancy
rates will underestimate the tenured vacancy rates and actual number of vacant units for each
jurisdiction. As a result, the region as a whole, and each of the 197 jurisdictions, will be
assigned a higher RHNA allocation.

For example, as seen in Table D below on page 7, Imperial County has a total of 12,000 vacant
housing units (ACS 2017 5-year estimates) but only two categories of those vacant units (829
and 548 = 1,377) are used in the formula to calculate the owner and renter vacancy rates. That
means that 10,623 vacant units are not being credited to Imperial County jurisdictions in the
RHNA'’s healthy market vacancy rate adjustments. As a result, the owner vacancy rate is 2.1%,
the renter vacancy rate is 4.0%, while the total vacancy rate for Imperial County is 21.0%.

As a further example, Orange County has a total of 56,725 vacant housing units (ACS 2017 5-
year estimates) but only two categories of those vacant units (14,542 and 5,037 = 19,579) are
used to calculate the owner and renter vacancy rates. That means that 37,146 vacant units are
not being credited to Orange County jurisdictions in the RHNA’s healthy market vacancy rate
adjustments due to this underestimation.

These same strict definitions were used to calculate the regional vacancy rates as explained
above (Item 20), for the consultation package sent by SCAG to HCD with the ultimate effect
that the region was not credited with all the vacant units by ignoring five of the seven types of
vacant units, thus underestimating the current vacant housing stock.

Consider using all, or more than two, of vacant unit categories in the tenured vacancy rates.
e Rented, not occupied
e Sold, not occupied
e For seasonal, recreational, or occasional use
e For migrant workers
e  Other vacant
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Reference
Table D: Types of Vacant Units, ACS 2013-2017 5-year estimates, Table B25004
Los San
Imperial | Angeles | Orange | Riverside | Bernardino | Ventura | SCAG
For rent 829 | 59,605| 14,542 14,961 13,167 3,569 | 106,673
Rented, not
occupied 338 16,188 4,294 2,153 2,848 477 26,298
For sale only 548 16,067 5,037 9,264 7,088 1,425| 39,429
Sold, not occupied 88 9,393 4,274 3,726 3,397 943 21,821
For seasonal,
recreational, or
occasional use 3,028 | 32,662 | 17,727 64,887 43,155 5,672 | 167,131
For migrant
workers 92 97 162 551 111 187 1,200
Other vacant 7,077 77,693 | 10,689 19,438 18,492 3,678 | 137,067
Total Vacant
housing units 12,000 | 211,705| 56,725 114,980 88,258 | 15,951 | 499,619
Total vacant units
used in vacancy
calculation 1,377 75,672| 19,579 24,225 20,255 4,994 | 146,102
Total vacant units
not being credited
to jurisdictions 10,623 | 136,033 | 37,146 90,755 68,003 | 10,957 | 353,517
Table E: Total and Tenured Vacancy Rates, ACS 2013-2017 5-year estimates, Table DP04
Los San
Imperial | Angeles | Orange | Riverside | Bernardino | Ventura | SCAG
Total Housing Units 57,198| 3,506,903|1,081,701 826,704 711,900| 285,997| 6,470,403
Total Vacancy Rate 21.0% 6.0% 5.2% 13.9% 12.4% 5.6% 7.7%
Homeowner
vacancy rate
(Rounded) 2.1% 1.0% 0.8% 1.9% 1.9% 0.8%
Rental vacancy rate
(Rounded) 4.0% 3.2% 3.2% 5.6% 4.9% 3.5%
Sources: U.S. Census Bureau American Community Survey 2013-2017 5-year estimates, Tables DP04 &
B25004
Overcrowding 24. Add ACS source table number B25014
table
118-121

Cost-Burdened
table

25.

Add ACS source table number B25070

year Estimates
131-134

122-126

Industry 26. Add ACS source table number

Affiliation by 27. Add second line to title or note at bottom of page “Number of residents employed in
Residence table jurisdiction by industry”

127-130

Industry 28. Add ACS source table number

Affiliation by 29. Add second line to title or note at bottom of page “Number of jobs in jurisdiction by
Workplace, ACS industry”

2012-2016 5-
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Reference
RHNA 30. Indicate in notes at bottom of table what the four categories of the survey represent and
Methodology dates for each.

288-293
RHNA Data 31. If HCD approves the removal of growth on tribal lands in unincorporated county areas,
Appendix, p. 99- specifically Unincorporated Riverside & San Bernardino Counties, please:
103;110-113 & a. Indicate these changes to population and household numbers in the Proposed RHNA
RHNA Methodology Data Appendix tables:
Calculator i. Projected Household Growth- Local Input for Connect SoCal
ii. Local Population and Household Growth 2020-2045, Connect SoCal
b. Indicate these changes to population and household numbers in the RHNA Calculator
RHNA data worksheet columns:
i. POP20, POP30, POP35, & POP45
ii. HH20, HH30 & HH45
RHNA 32. In the RHNA Calculator RHNA data worksheet, please add 2035 Households for all
Calculator jurisdictions, which is needed to determine which increment of population growth share should
be used for Option 3 and for general reference.

RHNA Data 33. Please correct Households 2045 in either the RHNA Calculator or the Proposed RHNA
Appendix, p. 99- Methodology Data Appendix Tables: Local Population and Household Growth 2020-2045,
103; 110-113 & Connect SoCal and Projected Household Growth — Local Input for Connect SoCal as 196 of
RHNA 197 jurisdictions’ data does not match.
Calculator
(PENDING)
RHNA Data 34. Inthe RHNA Calculator RHNA data worksheet, for columns M (HQTAPOP16) & N
Appendix, p. 54- (PCT_HQTAPOP16), please correct the sorting in either the Proposed RHNA Methodology
58 & RHNA Data Appendix Table: Share of 2019 Population in 2016 HQTAs or the RHNA Calculator for
Calculator the following cities:

e Bell Gardens
(PENDING) e Bellflower

e LaHabra

e LaMirada

e LaPuente

e LaVerne

e Laguna Niguel

e Lakewood

e  Lancaster
RHNA 35. Please correct the tenure rates by tenure in the RHNA Calculator RHNA data worksheet for the
Calculator following jurisdictions, as it is unlikely all have the same share of owner and renter units:

e  Unincorporated Los Angeles
(PENDING) e  Unincorporated Orange

e  Unincorporated Riverside

e Unincorporated Ventura
RHNA 36. Inthe RHNA Calculator RHNA _data worksheet, Option 1 uses a total of 150,577 for existing
Calculator need by using this formula:

a. Placeholder HCD regional total housing allocation (659,144) - projected household
growth (468,428) - vacancy adjustments for projected need (14,580) - replacement
need for projected growth (25,559) = 150,577.

b. The calculator is using the total number of replacement need of 25,559 for the
projected need calculations, but the 25,559 is the existing need replacement number
per Table 1 in the June 6, 2019 CEHD HCD consultation package. The projected
replacement need number should be smaller, near 2,500 as seen in Table 1 in the HCD
package.
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Topic & Page Question/Comment
Reference
RHNA 37. Inthe RHNA Calculator RHNA _data worksheet, for Option 1, columns BC, BD, and BE divide
Calculator the above moderate category into three equal shares, whereas the methodology on page 8 talks

about using the relative share of the three lower-income categories. Please correct the formulas
to match the methodology on page 8.

RHNA 38. With the newly-issued draft regional total from HCD of 1,344,740, SCAG may choose to
Calculator update the calculator with only the option of 1,334,740 or a simple formula that utilizes the
share of growth for 2020-2045. If SCAG chooses to retain the flexibility of the calculator
inputs, please update Option 3’s calculations to utilize if/then statements so the formulas are
referencing the appropriate time increment (2020-2030, 2020-2035, or 2020-2045) based on the
amount of household growth as is described on page 15 of the Proposed RHNA Methodology.
The RHNA Calculator is currently set up to only use the growth increment of 2020-2045, which
is not how the methodology is described on page 15 of the Proposed RHNA Methodology

document.
RHNA 39. The formulas in the RHNA calculator currently “force-fit” the results to match an exact regional
Methodologies & number. The expectation is that the final RHNA methodology and calculations would do the
RHNA same. If this is the case, please revise the appropriate narrative to clarify that existing need will
Calculator be the remainder of the regional determination after the projected need is determined, as
utilizing a different progression would result in a different determination for each local
jurisdiction.
RHNA Data 40. Please republish the Proposed RHNA Allocation Methodology Technical Data Appendix and
Appendix & RHNA calculator after corrections are made.
RHNA
Calculator

Again, we thank you for your time and consideration of the comments above. If you have any questions,
please do not hesitate to contact me.

Sincerely,

Deborah S. Diep
Director, Center for Demographic Research

Attachments:
1. Housing Tenure Vacancy Rates by SCAG Jurisdiction
2. U.S. Census Bureau Definitions of Types of Vacant Units
3. Tracked changes version of Methodology document (incl. Word version)

Email CC: CDR Management Oversight Committee
CDR Technical Advisory Committee
OCCOG Board of Directors
OCCOG TAC
Sarah Jepsen, SCAG
Ma’Ayn Johnson, SCAG
Ping Chang, SCAG
Kevin Kane, SCAG
Marnie Primmer, OCCOG
Ruby Zaman, CDR
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Attachment 2
U.S. Census Bureau Definitions of Types of Vacant Units

U.S. Census Bureau defines the following:
https://www2.census.gov/programs-surveys/acs/tech _docs/subject definitions/2017 ACSSubjectDefinitions.pdf?

e Homeowner Vacancy Rate — The homeowner vacancy rate is the proportion of the homeowner inventory that
is vacant “for sale.” It is computed by dividing the number of vacant units “for sale only” by the sum of the
owner-occupied units, vacant units that are “for sale only,” and vacant units that have been sold but not yet
occupied, and then multiplying by 100. This measure is rounded to the nearest tenth.

e Rental Vacancy Rate — The rental vacancy rate is the proportion of the rental inventory that is vacant “for
rent.” It is computed by dividing the number of vacant units “for rent” by the sum of the renter-occupied units,
vacant units that are “for rent,” and vacant units that have been rented but not yet occupied, and then
multiplying by 100. This measure is rounded to the nearest tenth.

e Vacancy Status
0 Vacancy status has long been used as a basic indicator of the housing market and provides
information on the stability and quality of housing for certain areas. The data is used to assess the
demand for housing, to identify housing turnover within areas, and to better understand the population
within the housing market over time. These data also serve to aid in the development of housing
programs to meet the needs of persons at different economic levels.
O Vacant units are subdivided according to their housing market classification as follows:

1. For Rent — These are vacant units offered “for rent,” and vacant units offered either “for
rent” or “for sale.”

2. Rented, Not Occupied — These are vacant units rented but not yet occupied, including units
where money has been paid or agreed upon, but the renter has not yet moved in.

3. For Sale Only — These are vacant units being offered “for sale only,” including units in
cooperatives and condominium projects if the individual units are offered “for sale only.” If
units are offered either “for rent” or “for sale,” they are included in the “for rent”
classification.

4. Sold, Not Occupied — These are vacant units sold but not yet occupied, including units that
have been sold recently, but the new owner has not yet moved in.

5. For Seasonal, Recreational, or Occasional Use — These are vacant units used or intended for
use only in certain seasons or for weekends or other occasional use throughout the year.
Seasonal units include those used for summer or winter sports or recreation, such as beach
cottages and hunting cabins. Seasonal units also may include quarters for such workers as
herders and loggers. Interval ownership units, sometimes called shared-ownership or time-
sharing condominiums, also are included here.

6. For Migrant Workers — These include vacant units intended for occupancy by migrant
workers employed in farm work during the crop season. (Work in a cannery, a freezer plant,
or a food-processing plant is not farm work.)

7. Other Vacant — If a vacant unit does not fall into any of the categories specified above, it is
classified as “Other vacant.” For example, this category includes units held for occupancy by
a caretaker or janitor, and units held for personal reasons of the owner.
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Proposed RHNA Methodology

EXECUTIVE SUMMARY

SCAGisrequiredtodevelopaproposed RHNAmethodologytodistributetotal need, which
includes bothexistingandprojected housing need, for the 6th cycle RHNA for each jurisdiction,
which will cover the planning period October2021through October2029. Three optionsfor
distributionofthe regionaldetermination are provided for a public review and comment period.
Inadditionto adistribution mechanismfor housingneed, the proposed methodology mustalso
addressthe State housingobjectiveswhich include affirmatively furthering fair housing and the
consideration of local planning factors.

Membersofthe publicare welcometo provide comments onthe three options, whichmayinclude
but not limitedto:
e Modifications to any of the proposed three options;
e Additionalfactorsorsuggestionstobe consideredas partofanyofthe proposedthree
options; and
¢ Any new option for the RHNA allocation methodology.

Comments can be provided at any of the public hearings or sent to housing@scag.ca.gov by
September 3,2019.

HOUSING CRISIS

There is no question that there is an ongoing housing crisis throughout the State of California. The
crisis is evidenced by a variety of factors, including overcrowding and cost-burdened households,
but the underlying cause is due to insufficient housing supply for a variety of factors and reasons
despite continuing population growth over decades.

As part of the RHNA process SCAG must develop a proposed RHNA methodology, which will
determine each jurisdiction’s draft RHNA allocation as a share of the regional determination of
existing and projected housing need provided by the California Department of Housing and
Community Development (HCD). There are several requirements outlined by Government Code
Section 65584.04, which will be covered in different sections of this packet:

71 Distribution methodology, per Government Code 65584.04(a)

1 How the distribution methodology furthers the objectives State housing law, per GC
65584.04(f)

1 How local planning factors are incorporated into the proposed RHNA methodology,
per GC 65584.04(f)

71 Furthering the objectives of affirmatively furthering fair housing (AFFH), per GC
65584.04(d)

"1 Public engagement, per GC 65584.04(d)

Additionally, SCAG has developed a proposed methodology appendix that contains a full set of
various underlying data and assumptions to support the proposed methodology. Due to the size of
the appendix, a limited number of printed copies are available. However, SCAG has posted the full
methodology appendix, on its RHNA webpage: www.scag.ca.gov/rhna.
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Per State housing law, the RHNA distribution methodology must distribute existing and projected
housingneedtoalljurisdictions. Thefollowing section providesthree (3) optionsfordistributing
existing and projected need to jurisdictions from the regional RHNA determination provided by the
California Department of Housing and Community Development (HCD) pursuant to Government
Code Section 65584.01. To illustrate how different components affect jurisdictions, an example of
how the multi-step process based on each option fortwo differentexample jurisdictions are
provided as an attachment to this packet. While the proposed methodology development timeline
isaseparate processfromtheregionaldetermination process, these mechanismscanstillbe
applied regardless of the final regional number determined by HCD.

Guiding Principles for RHNA Methodology

Inadditiontofurtheringthefive objectives pursuantto GovernmentCode 65585(d), there are
several guiding principles that SCAG staff has developed to use as the basis for developing the
distribution mechanism for the proposed RHNA methodology. These principles are based on the
inputandguidance providedbythe RHNA Subcommittee duringtheirdiscussionsonRHNA
methodology between February 2019 and June 2019.

1. Thehousingcrisisis aresultof housing building not keeping up with growth overthelast
several decades. The RHNA allocation for all jurisdictions are expected to be higher than the
5" RHNA cycle.

2. Eachjurisdiction mustreceive a fair share of their regional housing need. This includes afair
share of planning for enough housing for all income levels.

3. Localinputonhouseholdgrowthshouldnotbetheonlydecidingfactortodeterminea
jurisdiction’s RHNA allocation.

4. Itis important to emphasize the linkage to other regional planning principles to develop
more efficientland use patterns, reduce greenhouse gas emissions, and improve overall
quality of life.

Thejurisdictional boundaries used in the proposed RHNA methodology will be based on those as of
August31,2016. Spheres ofinfluencein unincorporated county areas are considered within
unincorporated county boundaries for purposes of RHNA.

Proposed RHNA Distribution Methodology

SCAG staff provided various factors to the RHNA Subcommittee at their meetings between February
and June 2019 to consider for developing a proposed RHNA methodology. Based on feedback and
input from Subcommittee members and stakeholders, SCAG staff is recommending the release of
three (3) optionsforpubliccommentandreview. During the formal publiccommentperiodonthe
proposed RHNA methodology, SCAG staff will solicit verbal and written input from elected officials,
jurisdictions, stakeholders,andthe general publiconthese options and othercomponentsofthe
proposed methodology. Based on feedback received, SCAG staff will recommend one option to the
RHNA Subcommittee, CEHD Committee, and Regional Council for submittalto HCD for their 60-day
review period. Afterreviewing HCD comments, whichisanticipatedtobereceivedby December
2019, SCAG staff willprovide arecommended final RHNA methodology foradoption by RHNA
Subcommittee, CEHD Committee, and Regional Council in January or February 2020.
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Membersofthe publicare welcometo provide comments onthe three options, whichmayinclude
but not limitedto:

. Modifications to any of the proposed three options;

. Additionalfactors or suggestionstobe considered as partofany ofthe proposedthree
options; and

. Any new option for the RHNA allocation methodology.

Comments can be provided at any of the public hearings or sent to housing@scag.ca.gov by
September 3,2019.

Option 1

The first option is a multistep process that determines a jurisdiction’s existing need separately from
projected need.

Prior to the development of the proposed RHNA methodology, SCAG will receive a regional
determinationbyincome categoryforthe 6thcycle RHNAfrom HCD. Thetotaldeterminationwill
beacombinationofexistingandprojectedneedbasedonthe considerationofavarietyofdataand
projections in consultation with SCAG and the California Department of Finance (DOF). It is
anticipated that HCD will only provide a total determination instead of separate allocations for
existing need and projected need.

Amethodologythatusesdifferentdistributionformulas forexistingneed and projected need will
need to separate the regional existing need and projected need from the total determination
provided by HCD. The table below is a summary of the components from the total regional
determination that SCAG will consider as aspects of projected or existing need. Itis unknown at the
timeofthisreport’sdevelopmentifHCDwillinclude allofthese components; however, SCAGwill
update the proposed methodologytoreflectany revisions made as aresultofthe determination
provided by HCD. Itis anticipated that HCD will provide a regional determination to SCAG no later

than August2019.

Existing need Projected need
Overcrowding Projected household growth
Cost-burden Future vacancy need
Existing vacancy rates below fair market | Replacement need

rates

For projected household growth, SCAG’s local input growth forecast for the years 2020-2030 is used
asthe basisforcalculating projected housing unitneed forthe region. The anticipated growthin
households overthis period is multiplied by 0.825 to approximate growth during the 8.25-year
RHNA projection period of July 1,2021 to October 1,2029. Expected growth ontriballand is
subtracted fromthe regionaltotal, afterwhich adjustments are made to the expected projection
periodfornon-tribalhousehold growth. Avacancy adjustmentof1.5% forowner-occupied units
and 5% for renter-occupied units will be applied to the regional projected household growth to
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determine future vacancy need. Next a regional replacement need is added, which is a region-level
estimate of expected replacement need over the RHNA period.

Existing need consists of overcrowding, cost-burden, current vacancy rates below fair market rates,
and any other components that are included in the regional determination provided by HCD or are
not otherwise related to projected need as described above.

After determining the existing need and projected need for the region, option 1 applies a three-step
process to determine ajurisdiction’s draft RHNA allocation by income category:

1. Determine existing housingneed
a. Assign 70 percentof regional existing need to jurisdictions based on each jurisdiction’s
share of the 2019 Dept. of Finance (DOF) regional population
b. Assign 20 percent of regional existing need based on ajurisdiction’s share of 2016local
input population within the regional high quality transit areas (HQTASs)
¢. Assign 10 percent of regional existing need based on ajurisdiction’s relative share of
regional building activity from CIRB
d. Redistribute the above moderate category into the three lower-income categories (very low,

low, and moderate)
c.e. Apply a 110 percent social equity adjustment to determine three income categories
(very low, low, and moderate)

2. Determine projected housingneed

a. Assign household growth to jurisdictions based on each jurisdiction’s share of 20202030
regional household growth based onthelocalinputdata provided as partof SCAG’s
2020 Connect SoCal Regional Transportation Plan/Sustainable Communities Strategy
Growth Forecast.

b. Calculate ajurisdiction’s future vacancy need by applying a healthy market vacancy rate
separately to the jurisdiction’s owner and renter households _using 2017 American
Community Survey existing shares by tenure and apply to the growth increment.

c. Assignareplacementneedtojurisdictions based on eachjurisdiction’s share of regional
replacementneedbasedoninformationcollectedfromthereplacementneedsurvey

| submitted by localjurisdictions_in spring 2019 to SCAG

d. Apply a 150 percent social equity adjustment to determine four income categories (very
low, low, moderate, and above moderate)

3. Addthe existing housing need by income category from step 1 and the projected housing need
by income category from step 2 together to determine a jurisdiction’s total RHNA allocation and
by income category

Step 1: Determine Existing Housing Need

The first step to determine a jurisdiction’s RHNA allocation is to determine its existing housing need
using the regional existing need as the starting point. Staff's recommendation to determine this
splits the regional existing need into two parts. One part is based on the jurisdiction’s share of
DOF January 1, 2019 regional population and the second part is based on the jurisdiction’s
share of the region’s 2016 local input population within a HQTA. The third part is based on the
jurisdiction’s share of relative building activity from 2006-2018.
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Regional Ex ist ing Need
Relative share of
regional building
activit.y

Jurisdiction Exis t ing Need

Jurisdiction's

Jurisdiction”
= e share of

share of
regional
population

70%

regional
population
within HQTA

Distributed based on
population share

Step 1a: Share of Regional Population

To distribute existing housing need, 70 percent of the regional existing need will be assigned based
on a jurisdiction’s share of regional population. This distribution assigns more existing need in areas
with larger populations. The source of regional population is from the California Department of
Finance E-5 table, May 2019.

Step 1b: Share of Regional HQTA Population

| The next step involves the consideration of proximity to transit to distribute the-remaining-20
percentoftheregion’s existinghousing needin an effortto betteraligntransportationand housing
aswellasinrecognitionthatlowerincome householdstendtoliveinHQTAareasincomparisonto
higher income households. To measure proximity to transit, the proposed RHNA methodology uses

| High Quality Transit Areas (HQTA)s_as of 2016, which are areas that are within a half-mile of
transit stations and corridorsthathave atleastafifteen (15) minute headway (timeinbetweenthe
next scheduled service) during peak hours for bus service. Other types of transit, such as
commuter rail stations, are included as HQTAs as well. The source used for this information is
SCAG’s 2016 Regional Transportation Plan/Sustainable Communities Strategy (RTP/SCS).

The 20 percent of the regional existing housing need will be distributed based on ajurisdiction’s
share of the 2016 local input regional population within an HQTA__(as of 2016). Not all
jurisdictions have an HQTA within their jurisdictionalboundariesandtheirtotal existingneedwill
onlybebasedontheirrespective shares of the regional population outlined in other steps.

Step 1c: Relative Share of Regional Building Activity

Ten percent of existing need will be distributed based on recent building permit activity (2006-
2018) reported by CIRB inorderto ensure that jurisdictions which have recently permitted a
higher share of the region’s building activity relative to their population will receive a relatively
lower allocation.
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This stepcomparesajurisdiction’s rate of building permits issued since the start ofthe 4th cycle of
RHNA (2006) through 2018 to the region’s rate of permitting. A jurisdiction which had lowerthan
the regional average of permits per population will receive an increased allocation. This will be
based on the difference between the jurisdiction’s share of regional permit undersupply. The
undersupply is calculated based on the jurisdiction’s expected number of residential unit permits
based onits population size, which is determined based on an expected number of permits forits
populationin comparisontothe regional ratio of residential unitpermitsissued per populationand
comparing it to residential unit permits issued from 2006 through 2018. A jurisdiction which has
issued more permits per populationthanthe region will receive no allocationbased on this step.

Step 1d: Redistribution of the Above Moderate Households & Social Equity
Adjustment for Existing Need

Ju-'sd’ci’'o~ Ex'si’~g Hous ~g Need
{0~y i~-22 caizgo-'as)

‘ Very low ‘

Jurisdiction Existing S — ‘ Low

: >
Housing Need ‘ Moderate

The next step after combining a jurisdiction’s share of regional population, share of regional
population within an HQTA, and share of regional building activity is to calculate income categories
for existing housing need and by income category. The total existing housing need will be
categorized into three, instead of four income categories: very low, low, and moderate income.
Above moderate need is then redistributed proportionately to the three remaining categories. After
summing the results of the three steps prior, the three lower-income categories are summed
and a relative share for the three categories is calculated. This is then applied to the total for
the above moderate category and those are then redistributed into the very low, low, and
moderate income categories. Data for household income distribution is sourced from the
American Community Survey (ACS) 2013- 2017 5-year estimates_Tables B19001 and B19013.

While approximately 43 percent of all SCAG households live within an HQTA_as of 2016,
lower income householdstendtolivewithinanHQTAwhile higherincomehouseholdstendtolive
innon-HQTA areas. Forexample, in Los Angeles County 63 percent of all households live within an
HQTA, with 72 percent of the County’s very low income households living withinan HQTA while
only56 percentof above moderate income households do. In San Bernardino County, 9 percent
of households live within an HQTA, with 11 percent of its very low income households living within
an HQTA while only 6 percent of above moderate households live in HQTAs. The pattern of disparity
among the income levels means that assigning RHNA need based on HQTAs may result in higher
allocations to areas that have a high concentration of lower income households and possibly
perpetuate segregation patterns based on income and indirectly race. ' For this reason, the
proposed methodology includes anincome adjustment of 110 percentto existing need in orderto
mitigate an overconcentration of income groups while acknowledging that the existing need is
essential in areas with existing need indicators.

"While not a formal part of this analysis to recommend a proposed RHNA methodology, there are numerous social
8
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equity and environmental justice studies and data available that correlate areas of lower income households with
racial minorities and other protected groups under the federal Fair Housing Act.
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Atthe same time, the conditions of cost-burden have disproportionate impacts on lowerincome
households. For example, a lower income household paying 40 percent of their income on housing
has less remaining income available for other costs than that of a higherincome household that
spendsthe same percentage onhousing. The lowerthe income ofthe householdthe moreimpact
overpaying on household costs becomes. In addition, past RHNA progress reports indicated that the
RHNA target for above moderate income housing has been met while not for the other three
income categories: very low, low and moderate. This is because subsidies are not needed to
construct above moderate housing. For this reason, SCAG recommends that existing need focus
on three income categories and exclude above moderate income housing froma jurisdiction’s
existing need.

For reference, below is the median household income by county from 2017 ACS 5-year
estimates. State law requires that the mitigation of overconcentration of income categories be
compared to the county distribution rather than the regionaldistribution.

Imperial County: $44,779

Los Angeles County:$61,015
Orange County: $81,851
Riverside County: $60,807

San Bernardino County: $57,156
Ventura County: $81,972

SCAG region: $64,114

I O B O

ThefourRHNAincome categories are very low (50 percentorless of the county medianincome),
low (50-80 percent), moderate (80 to 120 percent), and above moderate (120 percent and above).
However, one of the State housing objectives specifically require that the proposed RHNA
methodology allocate a lower proportion of housing need in jurisdictions that already have a
disproportionately high concentration of those households in comparison to the county
distribution.

A social equity adjustment approach compares a jurisdiction’s distribution for each income category
to the county distribution and then makes an adjustment to each category distribution to the
jurisdiction. If the adjustment was 100 percent a jurisdiction’s distribution would be exactly the
same as the County’s distribution. Conceptually a 110 percent adjustment means that the City
meets the County distribution and goes beyond that threshold by 10 percent, resulting in a higher
or lower distribution than the County depending on what existing conditions are in the City. The
higher the adjustment, the more noticeable the difference between the jurisdiction’s existing
household income distribution and its revised distribution.

To determine three income categories and maintain the same total existing need, units are first
allocated across four income categories. Then, the above moderate income category is
redistributed proportionately across the very low, low, and moderate categories.

Asocial equity adjustmentthatis lowerthanthatused for projected need acknowledges thatwhile

thereis an objective to mitigate the overconcentration ofincome categories, there is still need for
affordable housing in communities that currently have a high concentration of lower income

10
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households. The need for assigning existing housing need to lower income categories also works
towards this balance by removing market rate housing since indicators of existing housing need,
such as overcrowding and cost-burden, tend to impactlowerincome households more than high
income households.

Step 2: Determine Projected Housing Need
The next step is to determine a jurisdiction’s projected need.

Future
vacancy

need Jurisdiction’s Jurisdiction
Jurisdiction’s share of (owner) share of

regional projected HH regional PijECtEd Housing

growth Future replacement
vacancy el Need

need
(renter)

To determine a jurisdiction’s projected need, SCAG staff recommends a three-step process:

a. Determine thejurisdiction’s share of regional projected household growth based onlocal
| input, e.g., 2020-2035
b. Determine future vacancy need based on a jurisdiction’s existing composition of owner and
| renter households (2017 ACS 5-year estimates) and apply a vacancy rate on projected
household growth based on the following:
a. Apply a 1.5% vacancy need for owner households
b. Apply a 5.0% vacancy need for renter households
c. Determine a jurisdiction’s share of regional replacement need based on replacement need
survey results from April 2019 or original DOF data

Step 2a: Projected Household Growth

Between October 2017 and October 2018, SCAG staff conducted the bottoms-up Local Input and
Envisioning process, which was an extensive outreach effort that surveyed each SCAG jurisdiction
on population, household, and employment growth, among other local policies and plans to help
inform the Connect SoCal and other regional plans such as RHNA. SCAG staff met with all 197
jurisdictions within the region and collected input and data on growth throughout the process.
Based onthe inputreceived on household growth, the proposed methodology assigns projected
household growth based on a jurisdiction’s share of regional household growth.

SCAG's local input growth forecast for the years 2020-2030 is used as the basis for calculating
RHNA projected housing unit need. Because the 6th cycle RHNA projection period covers July
1, 2021 through October 15, 2029, itis necessary to adjust reported household growth between
2020 and 2030 and adjust it to an 8.25 year projection period. The anticipated growth in
householdsoverthis

11
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period is multiplied by 0.825 to approximate growth during the 8.25-year RHNA projection period
(July 1, 2021 to October 15, 2029).

Step 2b: Future Vacancy Need

The purpose of a future vacancy need is to ensure that there is enough vacant units to support a
healthy housing market that can genuinely accommodate projected household growth. An
undersupply of vacant units can prevent new households from forming or moving into a
jurisdiction. Formulaically, future vacancy need is a percentage applied to the jurisdiction’s
household growth by tenure (owner and renter households).

To calculate a jurisdiction’s future vacancy need, its proportion of owner-occupied units and renter-
occupied units are determined using American Community Survey (ACS) 2013-2017 data
(DPO04). The percentages are then applied to the jurisdiction’s projected household growth from
the previous step, which results in the number of projected households that are predicted to be
owners and those that are predicted to be renters.

Next, two different vacancy rates are applied based on the regional determination provided by
HCD. While it is unknown at this time what HCD will use for their regional determination, SCAG staff
has requested the use of 1.5 percent for owner-occupied units while using arate of 5 percent for
renter-occupied units_per statute. The difference is due to the higher rates of turnover generally
reported by renter units in comparison to owner-occupied units. Additionally,—+Recent State
legislation requires thatrenterunits have aminimumvacancyrate of 5 percent. The vacancyrates
are applied to their respective tenure category to determine how many future vacant units are
needed by tenure and then added together to get the total future vacancy need._This assumes
future housing growth will be the same type and mix as the existing housing stock.

Step 2c¢: ReplacementNeed

Residential units are demolished for a variety of reasons, including natural disasters, fire, or desires
to construct entirely new residences. Each time a unit is demolished, a household is-may be
displaced, which can disrupt-and-disrupts the jurisdiction’s pattern of projected household growth.
The household may choose to live in a vacant unit or leave the jurisdiction, of which both
scenarios result in negative household growth through the loss of a vacant unit for a new
household or subtracting temporarily from the jurisdiction’s number of households.

For these reasons, replacement need is a required component of the regional determination
provided by HCD. The proposed methodology’s replacement need will be calculated using a
jurisdiction’s share of the regional replacement need based on data submitted for the replacement
need survey, which was conducted between March and April 2019.

Eachjurisdiction’s share of historical demolitions between reporting years 2008 and 2018, which
was collected from the California Department of Finance (DOF) during the annual Housing Unit
Survey, was tabulated and provided to jurisdictions in the replacement need survey. Jurisdictions
were asked to provide data on units that replaced the reported demolished units and units lost due
to site zoning changes to non-residential uses. Anetreplacementneed was determinedbasedon
thisinformationforeachjurisdictionand

12
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each jurisdiction’s share of the net regional replacement need was calculated. Once SCAG receives
itsregional determinationfromHCD, SCAG willbe able to apply these percentage sharestoeach
jurisdiction.

After determining each of the projected housing need components, they are combined to
determine a jurisdiction’s projected housing need.

2d: Projected Need Social Equity Adjustment

The next step is to separate projected housing need into four income categories. To avoid
perpetuating historical patterns of segregation in consideration of AFFH, the proposed
methodology applies a 150 percent social equity adjustment to projected housing need.

N ed
Jurisdiction 150% social equity | low
Projected Housing adjustment Jurf Moderate
Need i
| Above moderate

Similar to step 1c, the existing household income distribution is compared to the county distribution
andthenmodified. A 150 percentadjustmentresultsinanoticeably higherdifferenceinincome
categories, particularly forjurisdictions thatare muchlowerorhigherthanthe county distribution.
The data source is from the ACS 2013-2017 5-year estimates.

The readjusted category percentages are then applied to the total existing need for each jurisdiction to
determine the units for eachcategory.

Step 3: Total RHNA Allocation

Jurisdiction Existing Need Jurisdiction Projected Need Jurisdiction Total RHNA Allocation
[ Verylow | L vewlew L vewlew
e e e
l Moderate ‘ ‘ Moderate ‘ - ‘ Moderate ‘
i l ] Above moderate ‘ ‘ Above moderate l

The final step in determining a jurisdiction’s total RHNA allocation by income category. This is
completed by combining the income categories as determined by step 1 and 2.

13
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Option 2

A second option for the distribution in the proposed RHNA methodology uses the ere-SCAG regional
total from the determination provided by HCD to determine a jurisdiction’s RHNA allocation
instead of separating existing need from projected need. The steps in Option 2 are:

1. Determine total RHNAneed
a. Assign 80 percentof regional need tojurisdictions based on each jurisdiction’s share of
the DOF January 1, 2019 regional population
b. Assign 20 percent of regional need based on a jurisdiction’s share of 2016 population
within the regional high quality transit areas (HQTAs_as of 2016)

2. Determine four income categories from total need
a. Apply a 150 percent social equity adjustment to determine four income categories (very
low, low, moderate, and above moderate)

Step 1: Determine total RHNA need

Tc:zl Regicrzl heed

(o)

20%

Distributed based
on population

within an HQTA

Jurisciction Total Neex

Jurisdiction’s

Jurisdiction’s

share of
share of .
. regional
regional

opulation prz B
pop within HQTA
Distributed based on

population share

Similar to calculating total existing need from Option 1, step 1 in Option 2 bases a total allocation
based on the jurisdiction’s share of regional population and the jurisdiction’s share of regional
population within anHQTA.

| As discussed in Option 1, lower income households tend to live in HQTA areas in comparison to
higher income households. The pattern of disparity among the income levels means that assigning
| any RHNA need based on HQTAs may result in a higher allocation to areas that already have
a high concentration of lower income households and possibly perpetuate segregation patterns
| based on income and, indirectly, race. While Option 1 only applies the HQTA factor to existing
need, Option 2 applies this factor to the total need, which could exacerbate overconcentration
thatsocialequity alone cannot address. For this reason, Option 2 increases the recommended
| social equity adjustment to 150%.

14
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Step 2: Determine Four Income Cateqories

Jurisdiction Total Housing Need
Juri sdict ion Tota | Ho usi ng Need

Jurisdiction’s
share of
regional

population
within HQTA

Jurisdiction’s
share of

150% social equity | Low |
adjustment | Moderate |

regional
population

| Above moderate I

The nextstep of Option 2 is to determine fourincome categories using a 150 percent social equity
adjustment. This applicationis similarto step 2in Option 1. The higher social equity adjustmentis
recommended to mitigate the percentage of lewlower-income households_categories assigned
while step 1inthis option mitigates the total of lew-lower-income households assigned.

Option 2 does not factor in projected household growth from local input, replacement need, or
future vacancy need that are featured in Option 1. Input provided by RHNA Subcommittee
members requested thataboth existingand projected need be distributed inthe sameway. Other
input providedindicated that HQTAs should factor in te-projected need. Option 2 touches on both
of these comments, though it departs from other perspectives-comments that indicate local
input on household growth should be factored in to the distribution methodology.

15
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Option 3

A third option to consider for the RHNA methodology is to use local input as the main factor in
determining a total draft RHNA allocation. The total allocation assigned to a jurisdiction would be
similar to the mechanism used to determine projected housing need in step 2 of Option 1, except
that instead of share of regional household growth as the basis, Option 3 ultimately uses share
of regional population growth.

Future
vacancy e
need Jurisdiction’s Jurisdiction Total
{owner) share of .
regional Housing Need

Jurisdiction’s share of

regional population growth -
= i s Future replacement
vacancy need

need

(renter)

The bottom-up local input and envisioning process produces jurisdiction-level household totals for
2016, 2020, 2030, 2035, and 2045. Option 1 uses 82.5% of projected local input growth from 2020-
2030 to determine housing need due to projected household growth. Population growth as
referenced in the technical appendix is total population, which includes both group quarters and
household population. Whereas the regional determination from HCD remains unknown as of this
writing, it is expected to be below the regional household total for 2045. Therefore, option 3 will
choose the local input year closest to the regional determination — 2030, 2035, or 2045 — as the
basis for jurisdiction-level RHNA allocation. For example, if HCD provides a regional determination
of 800,000, then the horizon year selected will be 2035 since the difference between household
growth between 2020 and 2035 is 838,000.

Oncethe horizon yearis selectedidentified, the jurisdiction’s share of regional population growth
between 2020 and the horizon year is calculated. The share is then applied to the RHNA
regional determination provided by HCD. Future vacancy need by ownerand renter and share of
regional replacement need are then calculated and added to the growth to determine a
jurisdiction’s total draft RHNA allocation. A 150% social equity adjustment is then applied to
calculate the fourincome categories.

Local input on household growth for each horizon year can be found in the proposed RHNA
methodology technical appendix page titled Local Population and Household Growth 2020-

2045 Connect SoCalPepulation-Growth.
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Option 1 vs. Option 2 vs. Option 3: A Comparison

The three proposed RHNA methodology options offer different mechanisms to determine a
jurisdiction’s draft RHNA allocation from the regional total.

Option 1 Option 2 Option 3

Existing need Yes No No
separate from
projected need

Higher total of lower | Yes No No
income categories

Emphasis on HQTA On existing need only, | Ontotalallocation,20% | No

from regional total 20%
Accounts forrecent | Yes No No
building activity
Social equity 110% forexistingneed | 150% for total need 150% for total need
adjustment 150% for projected
need
Local input as a Yes No Yes
component

Option 1 allows for a higher degree of variability than Option 2 since it relies on both pre-
determined characteristics (such as HQTAs) and on local input, which can vary by jurisdiction and
does not necessarily rely on pre-determined characteristics. Proponents of Option 1 may argue that
its distribution mechanism allows for local conditions as reported by jurisdictions while still
accommodating a-the need forlinkage to regional transportation and land use planning. Option 1
also assigns existing need to the three lower-income categories, which can meet the existing need
factor of cost- burden specifically for low income households.

Option 2does notdifferentiate between existing and projected need inits distribution mechanism
and creates a strongerlink to regional transportation andland use planning by applying proximity
to transit as a factor to the total need distribution. While local input is not a component, some
proponents of Option 2 may argue that because local input may notinherenthrexplicitly consider
regional goals might be a reason to exclude it as a main factorin RHNA methodology.

Option 3 uses local input as the basis for determining a jurisdiction’s share of regional growth.
While Option 1 considers share of household growth as a factor for projected need, Option 3
considers population growth as a factor for total RHNA need. Except for household income
distribution for social equity adjustment, this option does not use other factors beyond local input
on growth, such as transit proximity, to determine a jurisdiction’s housing need.

17
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Meeting the Objectives of RHNA

Government Code Section 65584.04(a) requires that the proposed RHNA methodology furthers the
five objectives of the Regional Housing Needs Assessment. The following section provides an
analysis of how the proposed methodology furthers these objectives.

(1) Increasing the housing supply and the mix of housing types, tenure, and affordability in all cities
and counties within the region in an equitable manner, which shall resultin each jurisdiction
receiving an allocation of units for low- and very low income households.

(2) Promotinginfilldevelopmentand socioeconomicequity, the protectionofenvironmentaland
agricultural resources, the encouragement of efficient development patterns, and the achievement
oftheregion’sgreenhouse gasreductionstargets provided by the State AirResources Board
pursuant to Section65080.

(3) Promoting animproved intraregional relationship between jobs and housing, including an
improvedbalance betweenthe numberoflow-wagejobs andthe numberofhousingunits
affordable to low-wage workers in each jurisdiction.

(4) Allocating a lower proportion of housing need to an income category when a jurisdiction already
has adisproportionately high share ofhouseholdsinthatincome category, as comparedtothe
countywide distribution of households in that category from the most recent American Community
Survey.

(5) Affirmatively furthering fairhousing.

(e)Forpurposesofthis section, “affirmatively furthering fairhousing” meanstaking
meaningful actions, in addition to combating discrimination, that overcome patterns of
segregation and foster inclusive communities free from barriers that restrict access to
opportunity based on protected characteristics. Specifically, affirmatively furthering fair
housingmeanstakingmeaningfulactions that, takentogether, address significant
disparities in housing needs and in access to opportunity, replacing segregated living
patternswithtrulyintegrated and balanced living patterns, transforming raciallyand
ethnically concentrated areas of poverty into areas of opportunity, and fosteringand
maintaining compliance with civil rights and fair housing laws.

The proposed RHNA methodology provides a multi-tier approach to ensuring that housing need is
distributed throughout the SCAG region in a transparent and equitable manner. The various
components of the distribution mechanism address each of the five outlined objectives.

¢ Distributionofexistingneedbased onregional population share (Option 1 and Option 2)
Assigning existing housing need based on regional population and HQTA population shares
meet several RHNA objectives. First, by assigning based on regional population and HQTA
population shares instead of assigning need to where existing need indicators occur, the
proposed methodology ensures that no single jurisdiction is over-burdened with the
region’s existing needs. This regional approach accommedates-acknowledges the fact
that existing need indicators, such as overcrowding and cost-burdened households,
are not confined to jurisdictional boundaries. This regional-based distribution promotes
an equitable approach to housing need and emphasizes that the housing crisisis a
regional problem.
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Distribution of existing need based on regional HQTA population share (Option 1 and Option
2)

As well as being a regionally equitable approach, assigning need based on a jurisdiction’s
share of population within an HQTA promotes additional objectives of State housing law.
Linking regional housing planning to regional transportation and land use planning
promotes infill development, the protection of environmental and agricultural resources,
the encouragement of efficient development patterns, and the achievement of the region’s
greenhouse gas reductions targets. Moreover, the linkage to HQTAs used in the Connect
SoCal plan ensures consistency with the development pattern of the Sustainable
Communities Strategy, per Government Code Section 65584.04(m).

Moreover, assigningneedbasedonashare of populationwithinanHQTA promotesan
improved relationship between jobs and housing, particularly for low wage jobs and
affordable housing. The linkage of housing to HQTAs willincrease access to jobs, particularly
for lower income households. For the full results of the jobs--housing balance and fit
analysesandmaps, pleaserefertothe appendixofthe proposed RHNA methodology.

Social Equity Adjustments (Option 1, Option 2, and Option 3)

The social equity adjustments applied to existing need and projected need meet the
socioeconomic equity and affirmatively furthering fair housing objectives of State housing
law. By redistributing income categories across each county, a social equity adjustment
avoids—assighing-reduces the additional need in income categories where there is
already a high concentration. The higher the percentage used for social equity
adjustment, the more accelerated the applied change over the eight-year planning
period. This component promotes a mix of housing types, tenure, and affordability, along
with socioeconomic equity and affirmatively furthering fair housing and a higher
percentage accelerates these objectives.

Additionally, the percentage-based adjustment requires that areas that have a high
concentration of higher income households also accommodate more lower-—income
households. This mechanism promotes a mix of housing types, tenure, and affordability,
along with socioeconomic equity. This component increases the efforts to overcome
patterns of segregation and remove barriers that restrict access to-oppertunity-based
on protected characteristics.

Assigning existing need for very low, low, and moderate income categories (Option 1)
Option 1 emphasizes distributing existing housing need based on very low, low, and
moderate income categories and excludes assignment for the above moderate category.
Excluding above moderate income households from the determination of existinghousing
need meets the objectives of promoting socioeconomic equity and affirmatively furthering
fair housing. While this component increases the overall need for lower income
categories, by percentage, for all jurisdictions, it is more pronounced in higher income
areas since these areas have a higher percentage of above moderate income
households, which are
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redistributed to the lower income categories. Similar to the social equity adjustment, this
component promotes a mix of housing types, tenure, and affordability, along with
socioeconomic equity and affirmatively furthering fair housing.

e Local input on growth (Option 1 and Option 3)

Collected fromthelocalinput process, which is collectively higher than the SCAG draft
growth projections, projected household and population growth forms the basis of the
concurrent Connect SoCal (2020 Regional Transportation Plan/Sustainable Communities
Strategy) development patterns. Local input reflects opportunities and constraints at
the jurisdictional level, including preserving open space and agricultural resources and
strategies to help reduce regional greenhouse gas emissions. The inclusion of localinputto
help determine projected household growth allows for the RHNA allocation to
accommodate local efforts in meeting regional housing objectives. Concurrently,inclusion
of local input on projected household or population growth ensures that the resulting RHNA
allocation is consistent with the development pattern of the Sustainable Communities
Strategy, per Government Code Section 65584.04(m) and projects already approved
or under construction.

Local Planning Factors

As partofthe developmentofthe proposed RHNA methodology, SCAG mustconductasurvey of
planning factors that identify local conditions and explain how each of the listed factors are
incorporated into the proposed methodology. The survey was distributed to all SCAG jurisdictions in
mid-March 2019 with a posted due date of May 30, 2019. One-hundred and four (104) jurisdictions,
or approximately 53%, submitted a response to the local planning factor survey. To facilitate the
conversation about local planning factors, between October 2017 and October 2018, SCAG included
these factors as part of the local input pre-survey and surveyed a binary yes/no as to whether these
factors impacted jurisdictions. The formal local input survey was pre-populated with the pre-survey
answers to help facilitate survey response. The full packet of surveys submitted prior to the
development of the proposed methodology packet can be downloaded at www.scag.ca.gov/rhna.

SCAG staff reviewed each of the submitted surveys to analyze planning factors opportunities and
constraints across the region. The collected information was used to ensure that the RHNA
methodology will equitably distribute housing need and that underlying challenges as a region are
addressed.

(1) Each member jurisdiction’s existing and projected jobs and housing relationship. This shall
include an estimate, based on readily available data, of the number of low-wage jobs within
thejurisdictionand how many housing units withinthe jurisdiction are affordable to low-
wage workers aswellas an estimate, based onreadily available data, of projected job
growthandprojected household growth byincomelevelwithineachmemberjurisdiction
during the planningperiod.

SCAG conducted ananalysis of jobs housing balance, or Index of Dissimilarity (IOD), whichis
aratiooftotaljobstohousingunits, based onhistoricaltrendsbetween2012and2017,and
on SCAG Growth Forecast projections between 2020 and 2030 at the jurisdictional, county,
andregionallevels. Ratherthanrely solely on the ratio of jobs to housing, the analysis
reviewedhistoricalandprojectedtrendstodetermine whetherthejobshousingbalanceis

worsening or improving. A separate analysis on historical data for jobs housing fit, or ratio of
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lowwagejobstoaffordable units,was preparedthoughthereisinsufficientdatato
determine trends for projected jobs housing fit.

Atthe jurisdictional level, between 2012 and 2017 the jobs and housing balance worsened
by 1.9% from % to %, andis expected to worsen again between 2020 and 2030 by 2.0%.
The historical trend for jobs housing fit also weakened by 1.4% between 2012 and
2017 at the jurisdictional level from % to  %.

Atthe county level, between 2012 and 2017 the jobs housing balance improved by 4.8%_
from % to %. While the projected balance is expected to improve between 2020
and 2030, the improvementisatamuchsmallerrateat1.3%.Additionally, the historical
trendforjobs housing fit worsened by 7.2% between 2012 and 2017 atthe county level_
from %to %.

Atthe regional level, the analysis revealed that the jobs housing balance between 2012 and
2017worsenedby5.0%, thoughbetween2020and2030theratioisexpectedtoimprove
by 1.9%. The historicaljobs housingfitforthe regionworsenedbylessthan 1% between
2012 and 2017._The ratio is expected to between 2012 and 2030.

Theresults ofthe jobs housing balance andjobs housing fitanalysesanalysisindicate
thatwhile there is marginal improvement in linking housing to jobs at the regional
level in the following decade, the historical trend illustrates that the balance worsened at a
greaterrate than it is predicted to improve in the future. At the jurisdictional level, the
balance will progressivelyworseninthe future thanits historicaltrend_since 2012.
Additionally, while the overall jobs housing balance improved at the county level between
2012 and 2017, jobs housing fit worsened at a higherrate than progress made for the
overalljobs housing balance.

Several suggestions were raised-made to consider employment centers, or areas with
a high concentration of jobs, as a direct factor in the proposed RHNA methodology. One
of the main limitations identified with the direction application of this factor is from the
assumption that jobs and housing ratios need to be confined to jurisdictional boundaries
regardless of actual commute distances or the number of workers in the home. Residence
in the same city does not necessarily translate into a shorter commute, particularly if the
worker lives near the city boundary_or if there is more than one worker per home.
Commute sheds defined by a driving distance radius could be defined, but this would
require further analysis of subregional and possibly county data and may be complicated by
limitations in referenced studies. For this reason, SCAG staff does not recommend using
jobs housing fit as a factor in the distribution methodology. However, distribution of need
based on other mechanisms, such as HQTA, overlaps with some of the areas identified as
having a high concentration of jobs to housing overall and low wage jobs to lowwage
workers.

An analysis of low wage jobs to low wage workers at the jurisdictional level outlines areas in
the SCAG region that could be considered “affordable housing poor” -- that is, jurisdictions
thathave a higher number of low wage jobs in comparison to housing affordable to low
wageworkers. Whileitwould be easyto concludethatthese areas need more affordable
housing,amore meaningfulinterpretationisthatthe currentdistribution patternbasedon
historicalhouseholdgrowth, includingdatacollected fromlocalinput, maynotbethe most
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equitable methodofdistributiontodetermine housingneedinrespecttojobhousing
balance.

For the full results of the jobs housing balance and fit analyses and maps, please refer to the
appendix of the proposed RHNA methodology.

(2) The opportunities and constraints to development of additional housing in each member
jurisdiction, including all of the following:

(A) Lackofcapacityforsewerorwaterservice duetofederalor state laws, regulations or
regulatory actions, or supply and distribution decisions made by a sewer or water service
provider otherthanthe localjurisdiction that preclude the jurisdiction from providing
necessary infrastructure for additional development during the planning period.

(B) Theavailability ofland suitable forurbandevelopmentorforconversiontoresidential
use, the availability ofunderutilizedland, and opportunitiesforinfill developmentand
increased residential densities. The council of governments may not limit its
consideration of suitable housing sites or land suitable for urban development to existing
zoning ordinances and land use restrictions of a locality, but shall consider the potential
forincreased residential development under alternative zoning ordinances and land use
restrictions. The determination ofavailable land suitable forurbandevelopmentmay
excludelandswherethe Federal Emergency ManagementAgency (FEMA) orthe
Department of Water Resources has determined that the flood management
infrastructure designedto protectthatlandis notadequate toavoidtherisk offlooding.

(C) Lands preserved or protected from urban development under existing federal or state
programs, or both, designed to protect open space, farmland, environmental habitats,
and naturalresourcesonalong-termbasis, includingland zoned or designated for
agricultural protection or preservation that is subject to a local ballot measure that was
approvedbythevotersofthatjurisdictionthatprohibitsorrestricts conversiontonon-
agricultural uses.

(D) County policiesto preserve prime agriculturalland, as defined pursuantto Section
56064, within an unincorporated and land within an unincorporated area zoned or
designated for agricultural protection or preservation thatis subjectto alocal ballot
measurethatwasapprovedbythevotersofthatjurisdictionthatprohibitsorrestrictsits
conversion to non-agriculturaluses.

Consideration of the above planning factors have been incorporated into the growth
forecast process and results by way of analysis of aerial land use data, general plan, parcel
level property data, open space, agricultural land and resource areas, and forecast surveys
distributed to local jurisdictions. The bottom-up Local Inputand Envisioning Process, which
is used as the basis forboth RHNA and SCAG’s Connect SoCal (Regional Transportation
Plan/Sustainable Communities Strategy) started with an extensive outreach effortinvolving
all local jurisdictions regarding their land use and development constraints. All local
jurisdictions were invited to provide SCAG their respective growth perspective and input.

22



Proposed RHNA Methodology 8/2/2019

Option 1 directly incorporates local input on projected household growth, which should be a
directreflection oflocal planning factors, such aslack of water orsewer capacity, FEMA-
designated flood sites, and open space and agricultural land protection.

Thoughitdoes notuselocal inputon household growth-asamajereompeonent, option 2
also meets these planning factors throughits weightingof HQTAs. The weighting ofa
jurisdiction’s population share withinan HQTAdirects acertainamountofhousingneed
towardinfillopportunity areas. PriorRHNA cycles did not promotedirectlinkage to
existing transit proximity and the current proposed methodology encourages more
efficient land use patterns by utilizing existing transportation infrastructure and preserves
areas designated as open space and agricultural lands.

(3) Thedistribution of household growth assumed for purposes of acomparable period of
regional transportation plans and opportunities to maximize the use of public transportation
and existing transportationinfrastructure.

Asindicated above, the growth forecast used as the basis forthe Connect SoCal Planis also
usedasthebasisforprojectedhousehold growthtodevelopferoption 1. Forboth option 1
and option 2, the weighting of ajurisdiction’s population share withinan HQTA directly-

maximizestheuseofpublictranspertationandexisting transportation infrastructure.

(4) Agreements between a county and cities in a county to direct growth toward incorporated
areas ofthe county, and land within an unincorporated area zoned or designated for
agricultural protection or preservationthatis subjectto alocal ballot measure thatwas
approved by the voters of the jurisdiction that prohibits or restricts conversion to
nonagricultural uses.

This planning factor has been identified through the local input process and survey
collection as affecting growth within Ventura County. The urban growth boundary, known
as Save OurAgriculturalResources (SOAR),isanagreementbetweenthe Countyof Ventura
anditsincorporated cities to directgrowthtoward incorporated areas, and was recently
extended to 2050. Based on the input collected, SCAG staff has concluded that this factoris
alreadyreflectedinthe proposed RHNA methodology sinceitwasincorporatedintothe
localinputsubmitted by jurisdictions for Option 1. Option 2 reflects this factor by directing
partofthe regional housing needto HQTA areas, which are generally notintended as
agricultural or preservationareas.

(5) Theloss of units containedin assisted housing developments, as defined in paragraph (9) of
subdivision (a) of Section 65583, that changed to non-low-income use through mortgage
prepayment, subsidy contract expirations, or termination of use restrictions.

The conversionoflowincome unitsintonon-lowincome unitsis notexplicitly addressed

through the distribution of existing and projected housing need. Staff has provided statistics
inthe proposed methodology appendixonthe potentialloss of unitsin assisted housing
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developments. The loss of such units affects the proportion of affordable housing needed
within a community and the region as a whole.

Local planning factor survey responses indicate that the impact of this factor is not
regionally uniform. Manyjurisdictions thatreplied some units are at-risk ferof losing their
affordability statusinthe nearfuture haveindicatedthattheyare currentlyreviewingand
developing local resources to address the potential loss. Based on this, SCAG staff has
determined that at-risk units are best addressed through providing data on these units as
partofthe proposed RHNA methodology and givinglocaljurisdictionsthe discretionto
address this factor and adequately plan for any at-risk unit loss in preparing their housing
elements.

(6) The percentage of existing households ateach of the income levels listed in subdivision (e) of
Section 65584 that are paying more than 30 percentand more than 50 percent of their
income inrent.

An evaluation of survey responses reveals that cost-burdened households, or those who pay
atleast 30 percentoftheirhouseholdincome on housing costs, is a prevalent problem
throughouttheregion. The proposed methodologyalsoincludesinitsappendixdatafrom
the ACS 2013-2017 on cost-burdened statistics forhouseholds who pay more than 30
percentoftheirincome on housing by ownerand renter, and for renter households who
pay 50 percentormore oftheirincome onhousing. The generaltrendis seenin both high
andlow income communities, suggesting thatin most ofthe SCAG region, high housing
costs areaproblemforallincomelevels. Because cost-burdenis causedbyan
accumulated housingsupplydeficit, itisimplicitlyinthe proposed methodology’s
distributionofexisting housing need.

Moreover, a large number of jurisdictions indicated in the survey that overpaying for
housing costs disproportionately impacts lowerincome households in comparison to higher
income households. This issue is exacerbated in areas where there is not enough affordable
housing available, particularly in higherincome areas. To address the issue of cost-burden
and promote affordability in areas with lower levels of affordable units, the distribution
methodology’s social equity adjustment assigns higher percentages of lowerincome units in
jurisdictions thatare higherincome. This does notimply thatlowerincome areas do not
needmoreaffordableunits; rather, itresultsinassigningneedthroughouttheregionsince
cost-burden is a regionwide problem.

The reason for a regionwide distribution of existing need rather than assigning need based
on this existing need indicator is because it is impossible to determine through the
methodology how and why the cost-burdening is occurring in a particular jurisdiction. Cost-
burdenedisasymptomofhousingneedandnotitscause. Ajurisdictionmightpermitahigh
number of units but still experiences cost-burden because other jurisdictions restrict
residential permitting. Or, ajurisdiction might have alarge number of owner-occupied
housing units that command premium pricing, causing cost-burden for high income
households andespesciathyor onlowerincome households duetohighrentsfromhigh
land
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costs. An analysis of existing need indicators by jurisdiction, which is part of the proposed

methodology dataappendix, doesnotrevealasingle strongtrendtobaseadistribution

methodology for cost-burden and thus the proposed methodology distributes this existing
need indicator regionally rather than to where the indicators exist.

Finally, the distribution of existing need into three income categories (verylow, low, and
moderate)in Option 1 acknowledgesthatwhile cost-burdenadisproportionately affects
lower income households, it also has a disproportionate effect on a lower income
household. For example, a highincome household that spends 40 percent of its income on
housing will have more disposable income available than a very low income household that
also spends 40 percent of its income on housing. To address this, the distribution
methodology for existing need in Option 1 results in more lew-lower-income units to
all jurisdictions.

(7) The rate ofovercrowding.

An evaluation of survey responses indicates that there is a variety of trends in overcrowding
throughouttheregion. Overcrowdingis definedas more than4-641.0 persons perroom
(not only bedrooms)inahousingunit. Some jurisdictions have responded that
overcrowdingis a severeissue, particularly forlowerincome and/orrenterhouseholds,
while othershave responded that overcrowding is not an issue at all. At the regional
determination level, HCD isrequiredto review data pertaining to overcrowding, whichis a
new requirementforthe 6" RHNA cycle. Because overcrowdingis causedin part byan
accumulated housing supply deficit, overcrowdingisincludedinthe proposed
methodology’sdistribution of existinghousing need_by factoring in HQTAs.

Similartocost-burden, thereasonforaregionwidedistributionofexistingneedratherthan
assigning need based on this existing need indicatoris because itisimpossible to determine
through the methodology how and why the overcrowding is occurring in a particular
jurisdiction. Ajurisdictionthathas anovercrowdingrate higherthantheregionalaverage
might be issuing more residential permits than the regional average, while the surrounding
jurisdictions might not have overcrowding issues but issue fewer permits than the regional
average. An analysis of existing need indicators by jurisdiction, which is part of the proposed
methodology data appendix, does notreveal asingle strongtrend to base a distribution
methodology for overcrowding and thus the proposed methodology distributes this existing
need indicator regionally rather than to where the indicators exist.

While not specifically surveyed, several jurisdictions have indicated that density has affected
their jurisdictions and have requested that the proposed methodology should consider this
asafactor. SCAG staffhasincluded data on the density of jurisdictions inthe proposed
methodology technical appendix.

While density is not directly addressed as a factor, the social equity adjustment indirectly
addresses density, particularly for lower income jurisdictions. In housing
elements, jurisdictionsmestmust demonstratethatasiteisaffordableforlower
incomehouseholdsby
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applyinga“defaultdensity”, definedin State housinglaw as either 20 or 30 dwelling units
peracredependingongeographyandpopulation. Inotherwords, asitethatiszonedat30
dwelling units peracre isautomatically considered as meeting the zoning need foralow
income household. There is not a corresponding default density for above moderate income
zoning. Assigning a lower percentage of lowerincome households than what currently
existing in the housing stock existing-conditions-indirectly reduces future density since
thejurisdiction canzone atlowerdensitiesifitso chooses. Whilethisresultdoes notapply
tohigherincomejurisdictions, directinggrowth toward less dense areas for the explicit
purpose of reducing density is in direct contradiction to the objectives of state housing
law, especially for promoting infill development and socioeconomicequity, the
protection of environmental and agricultural resources, the encouragement of efficient
development pattern.

(8) The housing needs of farmworkers.

The proposed methodology appendix provides ACS 2012-2016 data on agricultural jobs by
jurisdiction, as well as workers by place of residence. The RHNAsurvey responses indicate
thatmostjurisdictions do not have agricultural land or only have small agricultural
operations that do not necessarily require designated farmworker housing. For the
geographically-concentrated areas that do have farmworker housing, responses indicate
that many jurisdictions already permitorare working to allow farmworker housing by-right
inthe same manneras other agricultural uses areallowed.

Similar to at-risk units, the proposed methodology does not include a distribution
mechanismtodistribute farmworkerhousing. However, SCAGis providingdatainits
proposed methodology appendix related to this factor and encourages local jurisdictions to
adequately plan for this need in their housing elements.

(9) The housing needs generated by the presence of a private university or acampus of the
California State University or the University of California within any member jurisdiction.

SCAG staffhas prepared a map outlining the location of four-year private and public

universities in the SCAG region along with enrollment numbers from the California School
Campus Database (2018). Based on an evaluation of survey responses thatindicated a

presence of a university within their boundaries, SCAG staff concludes that most housing
needs related to university enrollment are addressed and met by dormitories provided by
the institution both on- and off-campus. No jurisdiction expressed concern in the surveys
aboutstudenthousingneedsduetothe presenceofauniversity withintheirjurisdiction.

However, some jurisdictions have indicated outside of the survey that off-campus student
housingis animportantissue withintheirjurisdictionsand areindialogue withHCD to
determine howthistype ofhousing canbeintegratedintotheirlocalhousingelements.
Because this circumstance applies to only a handful of jurisdictions, it is recommended that
housing needs generated by a public or private university be addressed in the jurisdiction’s
housing element if it is applicable.
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(10) The loss of units during a state of emergency that was declared by the Governor pursuant
to the California Emergency Services Act (Chapter 7 (commencing with Section 8550) of
Division 1 of Title 2), during the planning period immediately preceding the relevant revision
pursuantto Section65588thathaveyettoberebuiltorreplacedatthetime oftheanalysis.

Replacementneed, definedasunitsthathave beendemolishedbutnotyetreplaced, are
included as a component of projected housing need in the proposed RHNA methodology. To
determine this number, HCD reviewed historical demolition permit data between 2008 and
2017 (reporting years 2009 and-to 2018) and data provided on net replacement need
collected from replacement need survey responses from jurisdictions_in spring 2019.

There have been several states of emergency declared forfires inthe SCAG region thathave
destroyed residential units, as indicated by several jurisdictions in their local planning factor
survey responses. Units lost from fires that occurred prior to January 1, 2018, have already
been countedinthe replacementneedforthe 6" RHNA cycle. However, the proposed
methodology does not account for units lost to fires occurring since that time.

SCAG staff does not plan to assign an additional replacement need based on this planning
factor since the next RHNA cycle replacement need will most likely include these units and
applyingthis need nowwouldresultindouble counting. Thisisduetothe currentpractice
of including historical demolition data from prior RHNA cycles. For example, units lost due
toafirethatoccurredin2014 would have been considered as areplacementneedforthe
6" cycle. To determine replacement need for the 7" RHNA cycle (presumably 2029-2036),
assuming that replacement need will determined in a similar fashion as the 6" cycle,
historical data between 2015 and 2026 will be considered, which includes demolitions from
firesthatoccurredin2018,2019,and2020—the currentcycle. Thiswillresultinthe double
counting of replacement need, essentially adding in the requirement to replace these units
inboththe 6" and 7" RHNA cycles. Thus, the proposed RHNA methodology does not assign
additional need due to this factor but encourages jurisdictions to replace demolished units
as soon as possible to mitigate any potential affects from overcrowding and other
consequences of lostunits.

(11) The region’s greenhouse gas emissions targets provided by the State Air Resources Board
pursuant to Section65080.

An assessment of survey responses indicate that a number of jurisdictions in the SCAG
region are developing efforts for more efficient land use patterns and zoning that would
resultin reduced greenhouse gas emissions. These include a mix of high-density housing
types, neighborhood based mixed-use zoning, climate action plans, and other local efforts
to reduce greenhouse gas emissions at the regional level.

Options 1and2ofthe proposed RHNAmethodologyinclude adistributionof20 percentof
regional existing need based on ajurisdiction’s share of regional population within an
existing (2016) HQTA. Thelinkage between housing planningandtransportation
planningwill allow forabetter alignmentbetweenthe RHNAallocationplanandthe
ConnectSoCalRTP/SCS. Itwill
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promote more efficient development land use patterns, encourage transit use, and
importantly reduce greenhouse gas emissions. This will, in turn, supportlocal efforts already
underway to support the reduction of regional greenhouse gas emissions.

Option 1and 3include localinputas adistribution component. Localinputis a basis for
SCAG’s Connect SoCal Plan_and the CTCs in their long-range planning, which addresses
greenhouse gas emissions at the regional level since itis used to reach the State Air
Resources Board regional targets.

(12) Any other factors adopted by the council of governments that further the objectives listed
insubdivision (d) of Section 65584, provided that the council of governments specifies which
of the objectives each additional factor is necessary to further. The council of governments
may include additional factors unrelated to furthering the objectives listed in subdivision (d)
of Section 65584 so long as the additional factors do not undermine the objectives listed in
subdivision (d) of Section 65584 and are applied equally across allhousehold income levels
asdescribedinsubdivision (f) of Section 65584 andthe councilofgovernmentsmakesa
findingthatthe factoris necessarytoaddress significanthealth and safety conditions.

No other planning factors were adopted by SCAG to review as a specific local planning
factor.
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Affirmatively Furthering Fair Housing (AFFH)

Among a number of changes due to recent RHNA legislation is the inclusion of affirmatively
furthering fair housing (AFFH) as both an addition to the listed State housing objectives of
Government Section 65588 and to the requirements of RHNA methodology as listed in Government
Code Section 65584.04(b) and (c), which includes surveying jurisdictions on AFFH issues and
strategies and developing a regional analysis of findings from the survey.

AFFH Survey
The AFFH survey accompanied the required local planning factor survey and-that was sent to all

SCAG jurisdictions in mid-March 2019 with a posted due date of May 30, 2019. Ninety (90) of
SCAG’s 197 jurisdictions completed the AFFH survey, though some jurisdictions indicated that
theywould not be submittingthe AFFH survey duetefor variousreasons. Thefull packetofsurveys
submitted prior to the development of the proposed methodology packet can be downloaded at
www.scag.ca.gov/rhna.

Jurisdictions were asked various questions regarding fair housing issues, strategies and actions.
These questions included:
e Describe demographic trends and patterns in your jurisdiction over the past ten years. Do
any groups experience disproportionate housing needs?
e Towhatextentdothe following factorsimpactyourjurisdiction by contributing to
segregated housing patterns orracially or ethnically-concentrated areas of poverty?
e Towhatextentdo the following aets-act as determinants for fair housing and compliance
issues in your jurisdiction?
e Whatare your public outreach strategies to reach disadvantaged communities?
e What steps has your jurisdiction undertaken to overcome historical patterns of segregation
or remove barriers to equal housing opportunity?

The survey questions were based on the U.S. Department of Housing and Urban Development
(HUD) Analysis of Impediments to Fair Housing Choice survey that each jurisdiction, or their
designated local Housing Authority, must submit to HUD to receive Community Development Block
Grant (CDBG) funds. For the AFFH survey, jurisdictions were encouraged to review their HUD-
submitted surveys to obtain data and information that would be useful for submitting the AFFH
survey.

Pursuant to Government Code Section 65584.04(c), the following is an analysis of the survey
results.

Themes

Several demographic themes emerged throughout the SCAG region based on submitted AFFH
surveys. A high number of jurisdictions indicated that their senior populations are increasingand
many indicated that the fixed income typically associated with senior populations might have an
effect on housing affordability. Other jurisdictions have experienced an increase in minority
populations, especiallyamong Latino and Asian groups. Thereis also atrend of the loss of young
adults (typically younger than 30) and a decrease in the number of families with children in more
suburban locations due to the rise in housing costs.

29



Proposed RHNA Methodology 8/2/2019

Barriers

There was awide variety of barriersreportedinthe AFFH survey, thoughanumberofjurisdictions
indicated they did not have any reportable barriers to fair access to housing. Throughout the SCAG
region, communities ofalltypes reported that community opposition to alltypes of housingwas an
impedimentto housing development. Sometimes the opposition occurred in existinglow income
and minority areas. Some jurisdictions indicated that high opportunity resource areas currently do
nothave alotofaffordable housing or Section 8 voucherunits, while atthe sametime, these areas
have a fundamental misunderstanding of who affordable housing serves and what affordable
housing buildings actually look like. Based on these responses, it appears that community
opposition to housing, especially affordable housing and the associated stigma with affordable
housing, is a prevalent barrier throughout the SCAG region.

Otherbarrierstoaccesstofairhousingare caused by highland and development costs since they
contribute to very few affordable housing projects being proposed in higher opportunity areas. The
high cost of housing also limits access to fair housing and is a significant contributing factor to
disparities in access to opportunity. Increasing property values were reported across the region and
some jurisdictions indicated that they are occurring in existing affordable neighborhoods and can
contributetogentrificationanddisplacement. Additionally, duringthe economicdownturn,alarge
number of Black and Latino homeowners were disproportionately impacted by predatory lending
practices and therefore entered foreclosure in higher numbers than other populations.

Other barriers reported in the AFFH survey include the lack of funding available to develop housing
after the dissolution of redevelopment agencies in 2012. Moreover, some jurisdictions indicated
that the lack of regional cooperation contributes to segregation.

Strategies to Overcome Barriers

All submitted AFFH surveys indicated that their respective jurisdictions employed at least a few
strategies to overcome barriers to access fair housing. These strategies ranged from local planning
and zoning tools to funding assistance to innovative outreach strategies.

In regard to planning and zoning tools, a number of jurisdictions indicated they have adopted
inclusionary zoning ordinances or an in-lieu fee to increase the number of affordable units within
their jurisdictions. Others have adopted an accessory dwelling unit (ADU) ordinance with
accommodating standards to allow for higher densities in existing single-family zoned
neighborhoods. Afewjurisdictionsindicated thatthey have adopted an unpermitted dwelling unit
(UDU) ordinance, which legalizes unpermitted units instead of removing them provided thatthe
units meet health and safety codes. In addition to ADU and UDU ordinances, some jurisdictions
have also adopted density bonuses, which allows a project to exceed existing density standards if it
meets certain affordability requirements. Some responses in the survey indicate that-the
establishment of some of these tools and standards have reduced community opposition to
projects. In addition, some jurisdictions responded that they have reduced review times for
residential permit approvals and reduced or waived fees associated with affordable housing
development.
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To combat gentrification and displacement, some jurisdictions have established rent-stabilization
ordinances while others have established a rentregistry so thatthe jurisdiction can monitor rents
and landlord practices. Some jurisdictions have adopted relocation plans and others are actively
seeking to extend affordability covenants for those that are expiring.

Inregardtofunding, SCAGjurisdictions provide awide variety of supporttoincrease the supply of
affordable housing and increase access to fair housing. A number of jurisdictions provide citywide
rental assistance programs for low income households and some indicated thattheir programs
include favorable home purchasing options. Some of these programs also encourage developers to
utilize the local first-time homebuyer assistance program to specifically qualify lower income
applicants.

Otherjurisdictions indicate thatthey manage housingimprovement programsto ensure thattheir
existing affordable housing stock is well maintained. Some AFFH surveys describe multiple local
multiple-rental assistance programs, including Section 8 Housing Choice vouchers and financial
support of tenant/landlord arbitration or mediation services.

Some jurisdictions indicated thatthey have focused on mobile homes as a way to increase access to
fair housing. There are programs described that assist households that live in dilapidated and
unsafe mobile homesinunpermitted mobile home parks byallowingthe householdtotradeintheir
mobile home inexchange foranew oneinapermitted mobile park. Other programsinclude rental
assistance specifically for households who live in mobile homes.

In regard to community outreach, a large number of jurisdictions in the SCAG region have
established or are seeking to establish innovative partnerships to increase access to fair housing
and reduce existing barriers. Many jurisdictions work with fair housing advocacy groups, such as the
Housing Rights Center, which provide community workshops, counseling, and tenant-landlord
mediation services. Other jurisdictions have established landlord-tenant commissions to resolve
housing disputes and provide services to individuals with limited resources. Some jurisdictions have
partnered with advocacy groups, such as the League of United Latin American Citizens (LULAC), to
hold community-based workshops featuring simultaneous multi-lingual translations. Other
innovative partnerships created by jurisdictions include those with local schools and school districts
and public health institutions to engage disadvantaged groups and provide services to areas with
limited resources.

A large number of jurisdictions have also indicated thatthey have increased their social media
presence to reach more communities. Others have also increased their multi-lingual outreach
efforts to ensure that limited-English proficiency populations have the opportunity to engage in
local fair housingefforts.

Basedonthe AFFHsurveyssubmitted byjurisdictions, whilethereisawide range ofbarrierstofair

housing opportunities in the SCAG region, there is also a wide range of strategies to help overcome
these barriers at the local level.
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Meeting AFFH Objectives on a Regional Basis
To work towards the objective of AFFH, several benchmarks were reviewed as potential indicators
of increasing access to fair housing and removing barriers that led to historical segregation patterns.

Opportunity Indices

The objectives of affirmatively furthering fair housing are to not only overcome patterns of
segregation, but to also increase access to opportunity for historically marginalized groups,
particularly in racially and ethnically concentrated areas of poverty. In 2015, the U.S. Department of
Housing and Urban Development (HUD) developed a set of indices, known as “Opportunity Indices”,
to help states and jurisdictions identify factors that contribute to fair housing issues in their region
and comply with the federal Fair Housing Act.

HUD created seven (7) neighborhood-level opportunity indices to measure exposure to opportunity
in local communities. All of indices are available at the tract level and can be overlapped to
determine areas that have low areas of opportunity. These indices use a wide variety of sources,
including the American Community Survey, Common Core of Data, Location Affordability Index, and
other established sources.

Index Description

Jobs proximity Quantifies the accessibility of a neighborhood to job locations within
the largerregion, with larger employment centers weighted
accordingly

Environmental health | Describes the potential exposure to harmful toxins at the
neighborhood level

Labor market Describes the relative intensity of labor market engagement and

engagement human capital in a neighborhood, using the unemployment rate, labor
force participation rate, and educational attainment

Low poverty Captures poverty in a neighborhood using the poverty rate

Low transportation Estimates the transportation costs for a three-person single-parent

cost family with income at 50 percent of the median income for renters

School proficiency Usesfourth-grade performancetoassessthequalityofanelementary
school in a neighborhood

Transit trips Quantifiesthenumberofpublictransittripstakenannuallybyathree-

person single-parentfamily withincome at50 percentofthe median
income for renters
Source: Place and Opportunity, Urban Institute, June 2018

Whilethe Opportunity Indices can provide usefulinformationatthe tractlevel, there are limitations
in using them to base a RHNA allocation methodology to determine a jurisdiction’s RHNA allocation.
One of the main limitations are-is_that scores are based on the level of urbanization within the
census tract, regardless i#-of whether a jurisdictions includes several levels of urbanization.
For example, the unincorporated County of Los Angelesis quite large and covers many levels of
urbanizationand thusthe opportunityindexforanumberofcensustractsare consideredruraland
are compared to other rural parts of the State. At the same time, other census tracts within the
unincorporated area are considered urban and are measured separately from the rural census
tracts. In order to consider the unincorporated County of Los Angeles as one jurisdiction, the
opportunity indices assigned to it must have its own methodology in order to combine them into
one uniform jurisdiction. This
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sitdationwould require a special methodology that would not be applied to all jurisdictions, which
may-raises questions about equity on a methodology that was developed outside of the RHNA
methodology.

For this reason, SCAG staff does not recommend using the Opportunity Indices to determine the
RHNA methodology, but instead recommends that the Opportunity Indices be used to assess
the results of the proposed methodology. If, for instance, areas that have a high concentration
of poverty as indicated by the Opportunity Index receive a higher concentration of low-lower-
income housing than higher income jurisdictions as a result of the methodology, it could be
concludedthat the methodology does not meet the objectives of AFFH.

A map of the Opportunity Index as an overlay with HQTAs provides a general overview of the
trends from the datasets. A preliminary review suggests that while some HQTAs areas-would be
considered lower resource areas and, thus possibly a higher concentration of poverty, other
HQTA areas are higherresource and may improve access to fair housing. More analysis will be
needed beforethe draft RHNA methodology is finalized to provide a reasonable conclusion based
on the Opportunity Index and AFFH in the RHNA methodology.

Other prior research have looked at historical RHNA cycle allocations and their relationship to low
incomeareas. PriorRHNA cycles heavilyreliedonlocalinputerhouseholdgrowth asthe main
determining factor for a jurisdiction’s RHNA allocation. While SCAG’s review of the research data is
preliminary, the study’s conclusion indicates that past higher RHNA allocations were associated
with eitiesjurisdictions with more residents of color, poverty, and distance from downtown Los
Angeles.

Jobs Housing Fit

Asdiscussedinan earlier section onlocal planning factors, the purpose of jobs housingfitis togo
beyond increasing housing near jobs and increase the amount of affordable housing near low wage
jobs. Anumber of census tracts that have a high index of resources identified by the Opportunity
Index also have a high ratio of low wage jobs to affordable rental housing. This overlap suggests
thatexistinghousingandland use patterns do notfully support AFFH objectives since thereis not
enough affordable housing in high resources areas. Many areas that experience high levels of
segregationand poverty do nothave high ratios ofjobs housingfit, which also suggests thatthese
areas shoulder much of the affordable housing for low wage jobs located elsewhere.

Similar to the conclusion of the jobs housing fit overview earlier in this document, the most
meaningful interpretation of this analysis is that current housing and land use patterns do not
support the objective of improving jobs housing fit and correlated AFFH objectives. While it is
possible that historical patterns adjusted for other factors, such as proximity to transit, might
mitigate this outcome, a heavy reliance on historical patterns will continue these patternsinto the
future despite the objectives of State housing law.
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Methodologies of Other COGs

Because State housing law allows for councils of governments (COGs) to develop and adopt their
own methodology for each RHNA cycle, there is considerable variance among the RHNA
methodologies adopted by COGs in previous RHNA cycles. This section provides ageneral overview
of what the other three major COGs have adopted for the 5" RHNA cycle.

Association of Bay Area Governments (ABAG)

ABAG is the regional COG of the San Francisco Bay Area and covers 109 member jurisdictions,
including nine (9) counties. Their 5" RHNA cycle methodology first looked at the total RHNA
allocation for each jurisdiction before breaking it down further into each income category, and a
complete description is available at https://abag.ca.gov/planning/housingneeds/pdfs/2015-
23 _RHNA _Plan.pdf.

To determine ajurisdiction’s total RHNA allocation, ABAG’s methodology emphasized connection to
their Sustainable Communities Strategy (SCS), which is a required plan for COGs to integrate land
use and transportation strategies to achieve California Air Resource Board greenhouse gas emission
reduction targets. Seventy (70) percent of housing needs were distributed to Priority Development
Areas (PDAs), which are highly urbanized areas with good access to transit and self-identified by
jurisdictions and emphasized in SCS development. Additionally, here were several caps placed on
the maximum percentage of growth a jurisdiction could receive in its PDA areas.

The remaining thirty (30) percent of the regional housing need was distributed to non-PDA areas
based on three fair share principles. First, past RHNA performance was considered and jurisdictions
that permitted a high number of affordable housing units in comparison to a prior RHNA cycle
received a lower RHNA allocation. Second, jurisdictions that had a higher number of existing jobs in
non-PDA areas received a higher allocation. Finally, jurisdictions that had higher transit frequency
and coverage received a higher allocation.

Afterdeterminingthe total allocation, a 175 percent social equity adjustmentwas applied. Forthe
4" RHNA cycle, ABAG also used the same 175 social equity adjustment.

Sacramento Area Council of Governments (SACOG)

SACOGisthe COG fortwenty-eight (28)jurisdictions, including six (6) counties in the Sacramento
area. Fortheir 5" RHNA cycle methodology, SACOG focused on the allocation of affordable units.
SACOG’s planis available at https://www.sacog.org/post/regional-housing-needs-allocation.

First, SACOG used a 100% social equity component fora combined category of very low and low
income households, so all jurisdictions were required to meet the regional distribution regardless of
their own existing distribution. The methodology then looked toward achieving regional income
parity inthe year 2050. Using an income distribution trend line to the year 2050, the methodology
assigned lower affordable housing need to jurisdictions that had a higher concentration of lower
income households than the regional distribution and higher affordable housing need to
jurisdictions with alower concentration. Although how the formula was applied was differentfrom
SCAG's, SACOG’s methodology’s end result was similar to SCAG’s 5™ cycle in that it used a formula
based on aregional distribution and used household income as the determining factor.
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San Diego Association of Governments (SANDAG)

SANDAG is the COG for the 19 jurisdictions within San Diego County. Their 5" cycle RHNA
methodology applied the regionalincome distributionthatwas usedinthe regional determination
provided by HCD, though several conditions were added to this social equity application. SANDAG’s
methodology is available in Appendix D of:
https://www.sandag.org/uploads/publicationid/publicationid 1661 14392.pdf.

First, housing elements in all jurisdictions were reviewed to ensure that no jurisdiction exceeded 20
dwelling units per acre capacity based on this distribution. This was applied using the “default
density” assumption in State housing law, which allows for jurisdictions to use 20 or 30 dwelling
units per acre (depending on the size of the metropolitan area and jurisdiction) as a proxy for
affordable housing zoning in their sites and zoning inventory of their housing elementinstead ofa
comprehensive analysis of affordability. Five jurisdictions exceeded the 20 dwelling units per acre
capacity, so the excessive units were redistributed to jurisdictions with remaining capacity using an
adjustment 0f 112%.
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Public Engagement

The development of a comprehensive RHNA methodology requires comprehensive public
engagement. Government Code Section 65584.04(d) requires at least one public hearing to receive
oral and written comments on the proposed methodology, and also requires SCAG to distribute the
proposed methodologyto alljurisdictions and requesting stakeholders, along with publishing the
proposed methodology on the SCAG website.

To maximize public engagement opportunities, SCAG staff will be hosting three scheduled public
workshops to receive verbal and written comment on the proposed RHNA methodology. To
increase participation from individuals and stakeholders that are unable to participate during
regular working hours, one of the public workshops will be held in the evening hours. One of the
workshops will also be held in the Inland Empire. SCAG will also work with its Environmental Justice
Working Group (EJWG) and local stakeholder groups to reach out to their respective contactsin
order to maximize outreach to groups representing low income, minority, and other traditionally
disadvantaged populations. The dates of the workshops will be announced as part of the review
and recommended release for public comment of the proposed RHNA methodology by the CEHD
Committee and Regional Council on August 1, 2019.

Additionally, SCAG is reviewing other types of public engagement beyond traditional public hearing
formats. These outreach opportunities include small group discussions, topic-specific events, and
informal drop-in office hours around the region to increase participation from elected officials,
municipal staff, stakeholders, and the general public. These plans will be included as part of the
proposed RHNA methodology review for public release by the CEHD Committee and Regional
Council on August 1, 2019.
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Attachment

Step by Step Guide to Calculate a Jurisdiction’s Draft RHNA Allocation Based on
Option 1

This sectionwillprovide an overview of each step and examples of how Option 1 would be applied
to two cities, City A and City B. Each data point unique to a jurisdiction can be found in the
corresponding labeled columninthe proposed RHNA methodology technical appendix. Forexample,
a jurisdiction’s share of regional population can be foundinthe spreadsheettitled “Share of 2019
Population in 2016 HQTAsPepulation-and-HQTA”, column F. It is important to note that the
displayed data in the technical appendices are rounded data, so the resulting calculations of
individual jurisdiction RHNA allocations using the PDF documents them-maydifferslightlyfromthe
draftRHNAallocationbasedonthefinaladopted RHNAmethodology.

Thetwo cities are based ontwo existing SCAG cities, buttheir data has been modified toillustrate
how the proposed methodology would affect differentjurisdictions. City Ais ajurisdiction thathas
a high concentration of lowerincome households and 38 percent of its total city acreage is within
an HQTA. City B is located in a different county and is considered suburban, and does not have any
HQTAs within its boundaries. It has a higher concentration of high income households in
comparisontoitscounty. Forthisexample, City Aand City B have the same populationof65,000.

The total regional RHNA allocation, which will include the regional existing and projected need,
along with regional need by income category, will be determined as part of the HCD regional
determination process and is separate from the SCAG methodology process. For purposes of
illustration only, this staff reportassumes aregional existing housing need of 250,000 unitsand a
regional projected need of 425,000 units. However, because the regional determination process will
not conclude until mid to late summer 2019, the final existing and projected needs for the region
might be higher or lower.

. - Distribution
Reglor?al existing based on
ho;zlg%gged X popula7ti0ci;1$hare - 175,000
(o]
Distribution
Regional existing based on
housing need X population = 50,000
250,000 within HQTA
20%
Regional existing Distribution
housing need X based gn.share = 25,000
of permits issued
250,000 10%

Step 1a: Share of Regional Population
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SCAG staff recommends that 70 percent of the regional existing need be assigned based on a
jurisdiction’s share of the January 1, 2019 DOF regional population. Assuming a regional existing need
of 250,000 units, this means that 70 percent, or 175,000 units will be distributed to jurisdictions
based on their share of the 2019 DOF population_estimates. This straightforward distribution
assigns more existing need in areas with larger populations.

The SCAG region has a population of over 18 million people. Because City Aand City B have the
same population of 65,000, they both have has-0.35% of the region’s population. Based on this
step, they each will receive 606 units for their share of the regional existing population.

City A
Table: Share of 2019
Population in 2016
HQTAsPepulation-
Population-and-HQTA
Column F
SCAGexisting nee d Share of regional _ City AExistingneedbasedon
based on population X : = . .
share population share of regional population
175,000 X 0.35% = 606
City B
Table: Share of 2019
Population in 2016
HQTAsPopulation-
Population-and HQTA
Column F
SCAGexisting nee d Share of regional _ CityBExistingneedbasedon
based on population X : = freai :
share population share of regional population
175,000 X 0.35% = 606

Step 1b: Share of Regional HQTA Population

The next step involves the consideration of proximity to transit to distribute the remaining 30
percent of the region’s existing housing need. The 20 percent of the regional existing housing need
will be distributed based on a jurisdiction’s share of 2016 regional population within an existing
(2016) HQTA. In this example, this translates to 50,000 units that will be distributed regionally
basedonthisfactor. City Bdoes nothave any HQTAs withinits jurisdiction and will receive 0 units
ofthe 50,000. City Ahasa mix of HQTA and non-HQTA areas. To calculate its share of the
50,000 regional units, the methodology looks at City A’s population within its HQTA areas and
determines its share of the regional population within HQTA areas. It is determined that City A
has 0.37% of the_2016 regional population withinan HQTA and will be assigned 183 based on
this step.
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City A

Table: Share of 2019

Population in 2016

HQTAsPopulation-
and-HQTA
Column K

Existing need based on
share of regional
population

Share ofregional
population within
HQTA

City AExistingneedbasedon
share of regional population
within HQTA

75,000

0.37%

183

City B

Table: Share of 2019

Population in 2016
HQTAsPepulatien-
and-HQTA
Column K

SCAG existing need
based on population
share within HQTA

Share of regional
population within
HQTA

CityBExistingneedbasedon
share of regional population
within HQTA

75,000

0.00%

0

Step 1c: Relative Share of Regional Building Activity

Thethird steptodeterminingexistingneedforajurisdictionconsiders building permitactivity ofa
jurisdiction since the start of the 4" RHNA cycle (2006) through 2018. Jurisdictions that issue fewer
permits than expected for their population size will receive a higher assignment of existing housing
need. Jurisdictions that issue a higher number of permits issued in comparison to their population
will receive a small or no allocation based on this step.

Inthisexample, 10 percent ofthe regional existingneed, or 25,000, is assigned based onrelative
permitting activity. Todetermine eachjurisdiction’s share of this factor, apermit per population
ratio is calculated by dividing the total number of permits issued (column F of the data page
Number of Residential Units Permitted, Construction Industry Research Board) by the jurisdiction’s
2019 population (columnE). Theratioisthenappliedtotheregionalratio, whichis 0.026 permits
perpopulation. Theregionalratioisappliedtothejurisdiction’s2019 populationtodetermine the
expectednumberofpermitsthatwouldbeissuedbasedonthejurisdiction’spopulationsize.For
this step, City C is included to illustrate a jurisdiction that has issued more permits in comparison to
its population.
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Table: Table: Table:
Number of Number of Number of
Residential Residential Residential

Units Units Units
Permitted Permitted Permitted
Column E Column G ColumnH

. Regional Expected
Population Permit per Permits for
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Population Population
Size
City A 71,343 X 0.026 1,828
City B 21,501 X 0.026 3,026
City C 12,707 X 0.026 1,760
Table: Table: Table:
Number of Number of Number of
Residential Residential Residential
Units Units Units
Permitted Permitted Permitted
Column H Column F Column |
Expected
Permits for Permits Issued Permit
Population i (2006-2018) Undersupply
Size
City A 1,828 - 294 1,534
City B 3,026 - 2,550 476
City C 1,760 i 2,072 0 (no
undersupply)

If the jurisdiction has issued fewer permits than is expected using the regional ratio, itis determined
tohaveanundersupplyofpermits. Theregionaltotalofundersupplyis calculatedbyaddingeach
jurisdiction’s undersupply, or 137,166. Next, each jurisdiction’s share of the regional total of permit
undersupply is calculated.

Table: Table: Table:
Number of Number of Number of
Residential Residential Residential
Units Units Units
Permitted Permitted Permitted
Column | Cell 1200 Column J
Permit Reglon.al Share of
Undersupply / Permit Undersupply
Undersupply
City A 1,534 / 137,166 1.12%
City B 476 / 137,166 0.35%
City C 0 / 137,166 0.00%
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The share of undersupply is then applied to the ten percent of existing need.

Table:
Number of
Residential
Units
Permitted
Column J
Regional -
Share of existing need Existingneed
based on
Undersupply based on e
. L permitactivity
permit activity
City A 1.12% 25,000 280
City B 0.35% 25,000 88
City C 0.00% 25,000 0

To determine a jurisdiction’s existing housing need steps 1a, 1b, and 1c are combined.

Step 1b:
Step 1a: Existing Existing need R .
need based on based on share Step 1c. Emstmg need C'.ty.A
; + . based on regional Existing
population of regional o .
. building activity need
share population
within HQTA
606 + 183 280 1,069
Step 1b:
Step 1a: Existing Existing need R .
need based on based on share Step 1c: Emstmg need C'.ty. B
; + . based on regional Existing
population of regional - -
. building activity need
share population
within HQTA
606 + 0 88 694
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Step 1d: Social Equity Adjustment for Existing Need
The next step is to calculate income categories for existing housing need and by income category.

A social equity adjustment approach compares a jurisdiction’s distribution for each income category
to the county distribution and then multiplies the difference between the two by a ratio (converted
from the percentage). The adjusted difference is then subtracted from the jurisdictions existing
household income distribution.

Table: Social Table: Social Table: Social
Equity Equity Equity
Adjustments Adjustments Adjustments
Column E/F/G/H Top Table Column I/J/K/L
City A existing County X existing
household . o/ i
Income category . housing 110% adjustment
income P
e distribution
distribution
Very low 30.1% 26.1% 25.7%
Low 23.2% 15.2% 14.4%
Moderate 17.6% 16.1% 16.0%
Above moderate 29.1% 42.6% 43.9%

Household Income Level Formula to Calculate City A Social Equity Adjustment of 110%

Very Low Income 30.1%-[(30.1%-26.1%)x110%] =25.7%
Low Income 23.2%-[(23.2%-15.2%)x110%] =14.4%
Moderate Income 17.6%-[(17.6%-16.1%)x110%] =16.0%
Above ModerateIncome 29.1%-[(29.1%-42.6%)x110%] =43.9%

The same mechanism is then applied to City B. The adjustment results in a different trend since City
B has a lower concentration of lower--income households in comparison to County Y, so it is
required to do a higher percentage of lower—income households than the county after
adjustment.

Social Equity Social Equity Social Equity
Adjustments Adjustments Adjustments
Column E/F/G/H Top Table Column I/J/K/L
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City B existing | County Y existing
Income category h?::c?:]zld diztc; ::i':gn / 110% adjustment
distribution 100% adjustment
Very low 15.8% 24.7% 25.6%
Low 12.2% 16.1% 16.5%
Moderate 16.8% 17.5% 17.5%
Above moderate 55.2% 41.8% 40.4%

To determine three income categories and maintain the same total existing need, the above
moderate income category is redistributed back to the three remaining income categories while
retainingthe same proportions. Forexamplein City A, the 43.9% of above moderate is distributed
amongthe verylow, low,and moderate income categories. Todo so, thefirstthree categories are

summed.
Redistribution Redistribution Redistribution Redistribution
Column | Column J Column K Column M
Very low + Low + Moderate = T(gal of Three
ategories
City A 25.7% 14.4% 16.0% = 56.1%
City B 25.6% 16.5% 17.5% = 59.6%

Tomaintainthe sameratiosforthefirstthree categories, eachpercentageisdividedbythetotal of
the three categories. For City A, this is 56.4%.

Household Income Level

Very Low Income

Low Income

Moderate Income
Above Moderate Income

25.7% 1 56.1% = 45.8%
14.4% 1 56.1% = 25.7%
16.0% / 56.1% = 28.5%

Formula to Calculate Three Income Categories from Four
City A

Redistribution | Redistribution | Redistribution

Column N Column O Column P
Income Very low Low Moderate Above Total
Distribution moderate
City A:
After 110% 45.8% 25.7% 28.5% - 100%
adjustment and
3 categories
City B:
After 110% 42.9% 27.7% 29.4% L 100%
adjustment and

44




Proposed RHNA Methodology 8/2/2019

| 3 categories | | | | |

The readjusted category percentages are applied to the total existing need to determine the units
for each category.

Existing housing need City A RHNA allocation (units) | City B RHNA allocation (units)
Very low 459 318

Low 296 178

Moderate 315 198

Above moderate - -

Total 1,069 694

Step 2a: Projected Household Growth

Forpurposes ofillustration, thisreportassumes thatthe regionalhousehold growthis determined
to be 425,000. Using local input submitted by City A and City B, the share of regional household
growth for the jurisdictions, e.qg., for years 2020-2030, is calculated and applied to the RHNA
regional household growth_of 425,000.

Table: Projected
Household Growth
Column K
Regional household Share ofregional _ .
growth X household growth = City A household growth
425,000 X 0.12% = 498
Table: Projected
Household
Growth
ColumnK
Regional household Share ofregional _ .
growth X household growth = City B household growth
425,000 X 0.31% = 1,324

While the jurisdictions have the same population, they have reported different responses in
household growth over the same time period. This can be due to different reasons, including
varying market conditions, demand, and building activity. Moreover the household growth
indicated by jurisdictions does not include anticipated income levels of reported future households
andthe projected growth reported from jurisdictions may vary by socioeconomic indicators.

Step 2b: Future Vacancy Need
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To calculate ajurisdiction’s future vacancy need, its proportion of owner-occupied units and renter-
occupied units are determined using American Community Survey (ACS) 2013-2017 data. The
percentages-percentage shares are then applied to the jurisdiction’s projected household
growth from the previous step, which results in the number of projected households that are
predicted to be owner-occupied ewners-and those that are predicted to be rentersrenter—
occupied. This assumes the mix of new households will be the same mix and shares as the
existing housing stock.

Next, two different vacancy rates are applied. SCAG staff recommends using the same percentages
appliedin the regional determination provided by HCD to generate a healthy vacancy market.
For purposes of illustration, this example uses an owner-occupied units rate of 1.5 percent while
using a rate of 5 percent for renter-occupied units.

The following components to determine future vacancy need can be found in the Appendix using
the following columns:

Component Location

Projected household growth Table: Projected Household Growth
Column J

Percentage of owner-occupied units Table: Vacant Units by Type & Tenure
ColumnH

Percentage of renter-occupied units Table: Vacant Units by Type & Tenure
Column |

Existing owner and renter
y‘P‘.a-'

i,

42.4% Owner-Occupied 57.6% Renter-Occupied
| 4
211 units X 1.5% = 3 units 287 units X5.0%=15units
\
N f

|

3units+15units=18 units

For City A, there—are-57.6% are renter-occupied households and 42.4% are owner-occupied
households. These percentages are applied to the household growth to indicate that of that
projected growth, 211 arelikelytobe ownersand 287 willberenters. Forthe 211 owner-occupied
households, there will need to be a vacancy rate of 1.5 percent, or 3 units, to support household
growth_and create a healthy vacancy market. Forthe 287 renter-occupied households, there
will need to be a vacancy rate of 5 percent, or 15 units, to
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supporthousehold growth_and create a healthy vacancy market. These subtotals by tenure
are thenaddedtogetherto determine City A’s future vacancy need of; 18 units_to create a
healthy vacancy market.

The same process is applied to City B. Based on this methodology, City B’s future vacancy need is 35
units.

Existing owner and renter

66.5% Owner-Occupied
=880 of total units

33.5% Renter-Occupied
= 444 of total units

880 units X 1.5% = 13 units 444 units X 5.0% = 22 units

13 units + 22 units = 35 units

Step 2c: ReplacementNeed

SCAG staff recommends that replacement need be calculated using a jurisdiction’s share of the
regional replacement need. Once SCAG receives its regional determination from HCD, SCAG will be
able to apply these percentage shares to each jurisdiction. For illustrative purposes in this example,
the replacementneedforthe regionis 5,000 units. Based ontheir submitted surveys, CityAhas a
netshare of 0.48% ofthe regional replacement need while City B has indicated every demolished
unit was replaced, resulting in a 0.0% share. This results in a replacement need of 24 units for City A
and 0 units for City B.

Table: Replacement
Need_2006-2018

Column F
Regional Replacement « Share of regional net _ City A replacement need
Need replacement need
5,000 X 0.48% = 24

Table: Replacement
Need_2006-2018
Column F

Regional Replacement
Need

Share of regional net
replacement need

= City B replacement need

5,000

0.00%

= 0
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After determining each of the projected housing need components, they are combined to
determine a jurisdiction’s projected housing need.

Future City A
Projected Replacement _ projected
+ vacancy + = .
HH growth need housing
need
need
498 + 18 + 24 = 540
City B
Projected Future Replacement _ projected
+ vacancy + = .
HH growth need housing
need
need
1,324 + 35 + 0 = 1,359

The next step is to separate projected housing need into four income categories. To avoid
perpetuating historical patterns of segregation in consideration of AFFH, SCAG staff recommends a
150 percent social equity adjustment to projected housing need.

Jurisdiction g : 150" al equity — | o
Projected Housing o justment | Moderate
Need
I Above moderate

Similar to step 1c, the existing household income distribution is compared to the county distribution
andthenmaodified. A 150 percentadjustmentresultsinanoticeably higherdifferenceinincome
categories for City and City B in comparisonto their respective county distributions thana 110
percent adjustment.

Table: Table: Social Equity Table: Social Equity
Social Equity . ,
. Adjustments Top Adjustments Column
Adjustments Table M/N/O/P
Column E/F/G/H
City A existing County X existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 30.1% 26.1% 24 1%
Low 23.2% 15.2% 11.2%
Moderate 17.6% 16.1 % 15.4%
Above moderate 29.1% 42.6% 49.3%
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City Bexisting County Y existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 15.8% 24.7% 29.1%
Low 12.2% 16.1% 18.0%
Moderate 16.8% 17.5% 17.8%
Above moderate 55.2% 41.8% 35.1%

The social equity-adjusted readjusted-category percentages are applied to the total existing need
to determine the units for each category.

Projected housing need City A RHNA allocation (units) | City B RHNA allocation (units)
Very low 130 396

Low 61 245

Moderate 83 242

Above moderate 266 477

Total 540 1,359

Step 3: Total RHNA Allocation

-ursdiction Exstng Need

‘ Very low

‘ Low

‘ Moderate

|
o

Jurisdiction Frojeczed Need

Low

Junsdiction Total RHNA Allezation

Low

Moderate

| Above moderate

Moderate

‘ Above moderate

The final step in-is determining a jurisdiction’s total RHNA allocation by income category. This
is completed by combining the income categories as determined by step 1 and 2. Due to

rounding, there are some differences among the integers.

City A Very low Low Moderate Above Total
moderate

Existing need 459 296 315 -- 1,069

Projected need 130 60 83 266 540

Total RHNA 589 356 398 266 1,608

City B Very low Low Moderate Above Total
moderate

Existing need 318 178 198 -- 694

Projected need 396 245 242 477 1,359
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| Total RHNA | 713 423 440 477 | 2,063 |
Total RHNA Very low Low Moderate Above Total
Allocation moderate
(units)
City A 589 356 398 266 1,608
City B 713 423 440 477 2,053
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There is no quide for option 2
Step by Step Guide to Calculate a Jurisdiction’s Draft RHNA Allocation Based on
Option 3

Option 3 follows a similar process as calculating projected growth in Option 1, exceptthatituses
share of projected population growth between 2020 and a selected horizon year instead of
interpolated share of household growth between 2021 and 2029. The horizon year will be selected
using the regional number of households that is closest to the regional determination of households
provided by HCD. For example if HCD provides a regional determination of 800,000 units, the
selected horizon year will be 2035 because the regional household growth between 2020 and 2035
is 838,130.

The addition of two other components efin Option 3, future vacancy need and replacementneed,
will result in a regional allocation that is more than the regional determination. If Option 3 is
selected, SCAG will normalize the total RHNA allocation for each jurisdiction after the distribution
mechanism is applied so that the total of every jurisdiction’s draft RHNA allocation will equal the
total regional determination provided byHCD.

Step 1a: Projected Household Growth Based on Population Share

Using local input submitted by City A and City B, the share of regional population growth for the
jurisdictions is calculated and applied to the total regional housing determination. In this
example, since the horizon year is 2035, the corresponding column is “M” from the “Local
Population and Household Growth” appendix. If the horizonyearis selectedas 2030, column“l”
willbeused. Ifthe horizonyearisselectedas 2045, column “P” will be used.

Table: Local Population
and Household Growth

Column M
Share ofregional
Regional determination | x population growth = City A household growth
(2020-Horizon Year)
800,000 X 0.14% = 910

Table: Local Population
and Household Growth

Column M
Share of regional
Regional determination | x population growth = City B household growth
(2020-Horizon Year)
800,000 X 0.76% = 4,950

Step 1b: Future Vacancy Need
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To calculate ajurisdiction’s future vacancy need, its proportion of owner-occupied units and renter-
occupied units are determined using American Community Survey (ACS) 2013-2017 data. The
percentages shares are then applied to the jurisdiction’s projected household growth from the
previous step, which results in the number of projected households that are predicted to be
owner-occupied ownersandthose that are predicted to be renter-occupieds. This assumes the
mix of new households will be the same mix and shares as the existing housing stock.

Next, two different vacancy rates are applied. SCAG staff recommends using the same percentages
appliedinthe regional determination provided by HCD. For purposes of illustration, this example
uses an owner-occupied units rate of 1.5 percent while-using-and a rate of 5 percent for renter-
occupied units.

The following components to determine future vacancy need can be found in the Appendix using
the following columns:

Component Location

Percentage of owner-occupied units Table: Vacant Units_by Type & Tenure
Column H

Percentage of renter-occupied units Table: Vacant Units_by Type & Tenure
Column |

For City A, there—are-57.6% are renter-occupied households and 42.4% are owner-occupied
households. These percentages are applied to the household growth to indicate-thatcalculate
the efthatprojected growth, 385arelikelytobeownersand 524 willberenters. Forthe 385 owner-
occupied households, there will need to be a vacancy rate of 1.5 percent, or 6 units, to support
household growth_and create a healthy vacancy market. For the 524 renter-occupied
households, there will need to be a vacancy rate of 5 percent, or 26 units, to supporthousehold
growth_and create a healthy vacancy market. These subtotals by tenure are then added
together to determine City A’s future vacancy need;_of 32 units_to create a healthy vacancy
market.
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City A: 910 Projected HH growth

Evistingowneran drenter

[ 42.4% Owner-Occupied ] [ 57.6% Renter-Occupied ]
=385 of total units = 524 of total units

[ 385 units X 1.5% = 6 units ] [ 524 units X 5.0% = 26 units ]

/

[ 6 units + 26 units = 32 units ]

The same process is applied to City B. Based on this methodology, City B’s future vacancy need is
132 units.

City B: 4,950 Projected HH growth

Exist in g owner and renter

[ 66.5% Owner-Occupied ] [ 33.5% Renter-Occupied ]
=3,292 of total units = 1,658 of total units

[ 3,292 units X 1.5% = 49 units ] [ 1,658 units X 5.0% = 83 units ]

/

[ 49 units + 83 units = 132 units ]

Step 1c: ReplacementNeed
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SCAG staffrecommends that replacement need be calculated using a jurisdiction’s share of the
regional replacement need. Once SCAG receives its regional determination from HCD, SCAG will be
able to apply these percentage shares to each jurisdiction. For illustrative purposes in this example,
thereplacementneedfortheregionis 5,000 units. Based on their submitted surveys, City Ahas a
netshare of 0.48% oftheregional replacementneed while City B has indicated every demolished
unit was replaced, resulting in a 0.0% share. This results in a replacement need of 24 units for City A
and 0 units for City B.

Table: Replacement
Need
Column F

Regional Replacement
Need

Share of regional net

replacement need City A replacement need

5,000 X 0.48% = 24

Table: Replacement
Need
Column F

Regional Replacement
Need

Share of regional net
replacement need

City B replacement need

5,000

0.00%

0

After determining each of the housing need components, they are combined to determine a
jurisdiction’s total RHNA allocation.

Future City A
Projected Replacement _ projected
+ vacancy + = :
HH growth need housing
need
need
910 + 32 + 24 = 966
City B
Projected Future Replacement _ projected
+ vacancy + = :
HH growth need housing
need
need
4,950 + 132 + 0 = 5,082

The next step is to separate projected-the total housing need into four income categories. To
avoid perpetuating historical patterns of segregation in consideration of AFFH, SCAG staff
recommends a 150 percent social equity adjustment to prejected-the total housing need.
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{urisdiction o 150% social equity l—[: | low
Projected Housing e adjustment | Ao
Need
I Above moderate
_Table: . Table: Social Equity Table: Social Equity
Social Equity . ,
. Adjustments Top Adjustments Column
Adjustments Table M/N/O/P
Column E/F/G/H
City A existing County X existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 30.1% 26.1% 24 1%
Low 23.2% 15.2% 11.2%
Moderate 17.6% 16.1 % 15.4%
Above moderate 29.1% 42.6% 49.3%

Income category

City B existing
household income

County Y existing housing
distribution/ 100%

150% adjustment

distribution adjustment
Very low 15.8% 24.7% 29.1%
Low 12.2% 16.1% 18.0%
Moderate 16.8% 17.5% 17.8%
Above moderate 55.2% 41.8% 35.1%

The readjusted category percentages are applied to the total existing need to determine the units

for each category.

Projected housing need City A RHNA allocation (units) | City B RHNA allocation (units)
Very low 233 1,479

Low 108 916

Moderate 149 905

Above moderate 476 1,782

Total 966 5,082
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Proposed RHNA Methodology

EXECUTIVE SUMMARY

SCAGisrequiredtodevelopaproposed RHNA methodologytodistribute total need, which
includes bothexistingandprojected housing need, forthe 6th cycle RHNA for each jurisdiction,
which will cover the planning period October2021 through October2029. Three options for
distribution ofthe regional determination are provided for a public review and comment period.
In addition to a distribution mechanism for housingneed, theproposedmethodology mustalso
addressthe State housingobjectiveswhich include affirmatively furthering fair housing and the
consideration of local planning factors.

Members ofthe public are welcome to provide comments onthe three options, which may include
but not limitedto:
e Modifications to any of the proposed three options;
e Additionalfactors orsuggestions to be consideredas partofany ofthe proposedthree
options; and
e Any new option for the RHNA allocation methodology.

Comments can be provided at any of the public hearings or sent to housing@scag.ca.gov by
September 3,2019.

HOUSING CRISIS

There is no question that there is an ongoing housing crisis throughout the State of California. The
crisisis evidenced by a variety of factors, including overcrowding and cost-burdened households,
but the underlying cause is due to insufficient housing supply for a variety of factors and reasons
despite continuing population growth over decades.

As part of the RHNA process SCAG must develop a proposed RHNA methodology, which will
determine each jurisdiction’s draft RHNA allocation as a share of the regional determination of
existing and projected housing need provided by the California Department of Housing and
Community Development (HCD). There are several requirements outlined by Government Code
Section 65584.04, which will be covered in different sections of this packet:

71 Distribution methodology, per Government Code 65584.04(a)

"1 How the distribution methodology furthers the objectives State housing law, per GC
65584.04(f)

71 How local planning factors are incorporated into the proposed RHNA methodology,
per GC 65584.04(f)

"1 Furthering the objectives of affirmatively furthering fair housing (AFFH), per GC
65584.04(d)

71 Public engagement, per GC 65584.04(d)

Additionally, SCAG has developed a proposed methodology appendix that contains a full set of
various underlying data and assumptions to support the proposed methodology. Due to the size of
the appendix, a limited number of printed copies are available. However, SCAG has posted the full
methodology appendix, on its RHNA webpage: www.scag.ca.gov/rhna.
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Per State housing law, the RHNA distribution methodology must distribute existing and projected
housingneedtoalljurisdictions. Thefollowing section providesthree (3) optionsfordistributing
existing and projected need to jurisdictions from the regional RHNA determination provided by the
California Department of Housing and Community Development (HCD) pursuantto Government
Code Section 65584.01. To illustrate how different components affect jurisdictions, an example of
how the multi-step process based on each option for two different example jurisdictions are
provided as an attachment to this packet. While the proposed methodology development timeline
isaseparate processfromtheregionaldeterminationprocess, these mechanismscanstillbe
applied regardless of the final regional number determined by HCD.

Guiding Principles for RHNA Methodology

Inadditiontofurtheringthefive objectives pursuantto GovernmentCode 65585(d), there are
several guiding principles that SCAG staff has developed to use as the basis for developing the
distribution mechanism for the proposed RHNA methodology. These principles are based onthe
inputandguidance providedbythe RHNA Subcommitteeduringtheirdiscussionson RHNA
methodology between February 2019 and June 2019.

1. Thehousingcrisisis aresult of housing building not keeping up with growth overthe last
severaldecades. The RHNA allocation for alljurisdictions are expected to be higher than the
5" RHNA cycle.

2. Eachjurisdiction mustreceive afair share of their regional housing need. This includes a fair
share of planning for enough housing for all income levels.

3. Localinputonhouseholdgrowthshouldnotbetheonlydecidingfactortodeterminea
jurisdiction’s RHNA allocation.

4. ltis important to emphasize the linkage to other regional planning principles to develop
more efficientland use patterns, reduce greenhouse gas emissions, and improve overall
quality of life.

Thejurisdictional boundaries usedin the proposed RHNA methodology will be based onthose as of
August31,2016. Spheresofinfluence in unincorporated county areas are considered within
unincorporated county boundaries for purposes of RHNA.

Proposed RHNA Distribution Methodology

SCAG staff provided various factors to the RHNA Subcommittee at their meetings between February
and June 2019to consider for developing a proposed RHNA methodology. Based onfeedback and
input from Subcommittee members and stakeholders, SCAG staff is recommending the release of
three (3) options forpubliccommentandreview. During the formal publiccommentperiodonthe
proposed RHNA methodology, SCAG staff will solicit verbal and written input from elected officials,
jurisdictions, stakeholders, andthe general publiconthese options and othercomponents ofthe
proposed methodology. Based on feedback received, SCAG staff willrecommend one option to the
RHNA Subcommittee, CEHD Committee, and Regional Council for submittalto HCD fortheir 60-day
review period. AfterreviewingHCD comments, whichis anticipatedtobe receivedby December
2019, SCAG staff willprovide arecommendedfinal RHNA methodology foradoptionby RHNA
Subcommittee, CEHD Committee, and Regional Councilin January or February 2020.
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Members ofthe public are welcome to provide comments onthe three options, which may include
but not limitedto:

. Modifications to any of the proposed three options;

. Additionalfactors orsuggestions to be considered as partofany ofthe proposedthree
options; and

. Any new option for the RHNA allocation methodology.

Comments can be provided at any of the public hearings or sent to housing@scag.ca.gov by
September 3,2019.

Qption 1

The first option is a multistep process that determines a jurisdiction’s existing need separately from
projected need.

Prior to the development of the proposed RHNA methodology, SCAG will receive a regional
determinationbyincomecategoryforthe 6thcycle RHNAfrom HCD. Thetotaldetermination will
beacombinationofexistingandprojectedneedbasedonthe considerationofavarietyofdataand
projections in consultation with SCAG and the California Department of Finance (DOF). It is
anticipatedthat HCD will only provide a total determination instead of separate allocations for
existing need and projected need.

Amethodologythatusesdifferentdistributionformulas forexistingneedand projected need will
needto separate the regional existing need and projected need from the total determination
provided by HCD. The table below is a summary of the components from the total regional
determination that SCAG will consider as aspects of projected or existing need. Itis unknown at the
timeofthisreport’sdevelopmentif HCDwillinclude allofthese components; however, SCAG will
updatethe proposed methodologytoreflectany revisionsmade as aresult ofthe determination
provided by HCD. ltis anticipated that HCD will provide a regional determination to SCAG no later
than August2019.

Existing need Projected need
Overcrowding Projected household growth
Cost-burden Future vacancy need
Existing vacancy rates below fair market | Replacement need

rates

Forprojected household growth, SCAG’s local input growth forecast for the years 2020-2030 is used
asthebasisforcalculating projected housing unitneedfortheregion. The anticipated growthin
households over this periodis multiplied by 0.825 to approximate growth during the 8.25-year
RHNA projection period of July 1,2021 to October 1, 2029. Expected growth ontriballandis
subtracted fromthe regionaltotal, after which adjustments are made to the expected projection
periodfornon-tribalhousehold growth. Avacancy adjustmentof 1.5% forowner-occupied units
and 5% for renter-occupied units will be applied to the regional projected household growth to
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determine future vacancy need. Next aregional replacement need is added, which is a region-level
estimate of expected replacement need over the RHNA period.

Existing need consists of overcrowding, cost-burden, current vacancy rates below fair market rates,
and any other components that are included in the regional determination provided by HCD or are
not otherwise related to projected need as described above.

After determining the existing need and projected need for the region, option 1 applies a three-step
process to determine a jurisdiction’s draft RHNA allocation by income category:

1. Determine existing housingneed
a. Assign 70 percentof regional existing need to jurisdictions based on each jurisdiction’s
share of the 2019 Dept. of Finance (DOF) regional population
b. Assign 20 percent of regional existing need based on a jurisdiction’s share of 2016 local
input population within the regional high quality transit areas (HQTASs)
c. Assign 10 percent of regional existing need based on a jurisdiction’s relative share of

regional building activity from CIRB
d. Redistribute the above moderate category into the three lower-income categories (very low,

low, and moderate)
e-e. Apply a 110 percent social equity adjustment to determine three income categories
(very low, low, and moderate)

2. Determine projected housingneed

a. Assignhousehold growth to jurisdictions based on each jurisdiction’s share of 2020-2030
regional household growth based onthelocalinputdata provided as partof SCAG’s
2020 Connect SoCal Regional Transportation Plan/Sustainable Communities Strategy
Growth Forecast.

b. Calculate ajurisdiction’s future vacancy need by applying a healthy market vacancy rate
separately to the jurisdiction’s owner and renter households using 2017 American
Community Survey existing shares by tenure and apply to the growth increment.

c. Assignareplacementneedtojurisdictions based oneachjurisdiction’s share of regional
replacementneedbasedoninformationcollectedfromthereplacementneedsurvey

| submitted by localjurisdictions in spring 2019 to SCAG

d. Apply a 150 percent social equity adjustment to determine four income categories (very
low, low, moderate, and above moderate)

3. Add the existing housing need by income category from step 1 and the projected housing need
by income category from step 2 together to determine ajurisdiction’s total RHNA allocation and
by income category

Step 1: Determine Existing Housing Need

The first step to determine a jurisdiction’s RHNA allocation is to determine its existing housing need
using the regional existing need as the starting point. Staff’'s recommendation to determine this
splits the regional existing need into two parts. One part is based on the jurisdiction’s share of
DOF January 1, 2019 regional population and the second part is based on the jurisdiction’s
share of the region’s 2016 local input population within a HQTA. The third part is based on the
jurisdiction’s share of relative building activity from 2006-2018.
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Regional Ex ist ing Need

Relative share of
regional building
activit.y

Jurisdiction Exis t ing Need

20%

Distributed based on 0
population within an 70 A)

Jurisdiction's

Jurisdiction’s

share of
share of .
. regional
regional

HQTA
population

population

Distributed based on
population share

Step 1a: Share of Regional Population

To distribute existing housing need, 70 percent of the regional existing need will be assigned based
on ajurisdiction’s share of regional population. This distribution assigns more existing need in areas
with larger populations. The source of regional population is from the California Department of
Finance E-5 table, May 2019.

Step 1b: Share of Regional HQTA Population

| The next step involves the consideration of proximity to transit to distribute the-remaining-20
percentoftheregion’s existing housing needinaneffortto betteraligntransportationandhousing
aswellasinrecognitionthatlowerincome householdstendtoliveinHQTAareasincomparisonto
higher income households. To measure proximity to transit, the proposed RHNA methodology uses

| High Quality Transit Areas (HQTA)s_as of 2016, which are areas that are within a half-mile of
transit stations andcorridorsthathave atleastafifteen (15) minute headway (timeinbetweenthe
next scheduled service) during peak hours for bus service. Other types of transit, such as
commuter rail stations, are included as HQTAs as well. The source used for this information is
SCAG’s 2016 Regional Transportation Plan/Sustainable Communities Strategy (RTP/SCS).

The 20 percent of the regional existing housing need will be distributed based on a jurisdiction’s
share of the 2016 local input regional population within an HQTA (as of 2016). Not all
jurisdictions have an HQTA within their jurisdictionalboundaries andtheirtotal existingneedwill
onlybebasedontheirrespectiveshares of the regional population outlined in other steps.

Step 1c: Relative Share of Regional Building Activity

Ten percent of existing need will be distributed based on recent building permit activity (2006-
2018) reported by CIRBinorderto ensure that jurisdictions which have recently permitted a
higher share of the region’s building activity relative to their population will receive a relatively
lower allocation.




Proposed RHNA Methodology 8/2/2019

This stepcompares ajurisdiction’s rate of building permitsissued since the start of the 4th cycle of
RHNA (2006) through 2018 to the region’s rate of permitting. A jurisdiction which had lower than
the regional average of permits per population will receive an increased allocation. This will be
based on the difference between the jurisdiction’s share of regional permit undersupply. The
undersupply is calculated based on the jurisdiction’s expected number of residential unit permits
based onits population size, which is determined based on an expected number of permits for its
populationincomparisontotheregionalratio of residential unit permitsissued perpopulationand
comparing it to residential unit permits issued from 2006 through 2018. A jurisdiction which has
issuedmore permits per populationthantheregionwillreceive no allocation based onthis step.

Step 1d: Redisiribution of the Above Moderate Households & Social Equity
Adjustment for Existing Need

lu~’sd’ci’'o~ Ex'si’~g Hous ~g Nead

{0~y i~-22 caizgo-'as]

| Very low ‘

Jurisdiction Existing

[ E— | Low ‘
Housing Need = |

Moderate ‘

The next step after combining a jurisdiction’s share of regional population, share of regional
population within an HQTA, and share of regional building activity is to calculate income categories
for existing housing need and by income category. The total existing housing need will be
categorized into three, instead of four income categories: very low, low, and moderate income.
Above moderate need is then redistributed proportionately to the three remaining categories. After
summing the results of the three steps prior, the three lower-income categories are summed
and a relative share for the three categories is calculated. This is then applied to the total for
the above moderate category and those are then redistributed into the very low, low, and
moderate income categories. Data for household income distribution is sourced from the
American Community Survey (ACS) 2013- 2017 5-year estimates Tables B19001 and B19013.

While approximately 43 percent of all SCAG households live within an HQTA as of 2016,
lower income householdstendtolive withinan HQTAwhile higherincomehouseholdstendtolive
innon-HQTA areas. Forexample, in Los Angeles County 63 percent of all households live within an
HQTA, with 72 percent of the County’s very low income households living withinan HQTA while
only56 percentof above moderate income households do. In San Bernardino County, 9 percent
of households live within an HQTA, with 11 percent of its very low income households living within
an HQTA while only 6 percent of above moderate households live in HQTAs. The pattern of disparity
among the income levels means that assigning RHNA need based on HQTAs may result in higher
allocations to areas that have a high concentration of lower income households and possibly
perpetuate segregation patterns based on income and indirectly race. ' For this reason, the
proposed methodology includes anincome adjustment of 110 percent to existing needin orderto
mitigate an overconcentration of income groups while acknowledging that the existing need is
essential in areas with existing need indicators.

" While not a formal part of this analysis to recommend a proposed RHNA methodology, there are numerous social
8



Proposed RHNA Methodology 8/2/2019

equity and environmental justice studies and data available that correlate areas of lower income households with
racial minorities and other protected groups under the federal Fair Housing Act.
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Atthe same time, the conditions of cost-burden have disproportionate impacts on lower income
households. For example, a lower income household paying 40 percent of their income on housing
has less remaining income available for other costs than that of a higher income household that
spendsthe same percentage onhousing. The lowerthe income ofthe householdthe moreimpact
overpaying on household costs becomes. In addition, past RHNA progress reports indicated that the
RHNA target for above moderate income housing has been met while not for the other three
income categories: very low, low and moderate. This is because subsidies are not needed to
construct above moderate housing. For this reason, SCAG recommends that existing need focus
on three income categories and exclude above moderate income housing froma jurisdiction’s
existing need.

For reference, below is the median household income by county from 2017 ACS 5-year
estimates. State law requires that the mitigation of overconcentration of income categories be
compared to the county distribution rather than the regionaldistribution.

Imperial County: $44,779

Los Angeles County:$61,015
Orange County: $81,851
Riverside County: $60,807

San Bernardino County:$57,156
Ventura County: $81,972

SCAG region: $64,114

I I B O B O

The four RHNA income categories are very low (50 percent or less of the county medianincome),
low (50-80 percent), moderate (80 to 120 percent), and above moderate (120 percent and above).
However, one of the State housing objectives specifically require that the proposed RHNA
methodology allocate a lower proportion of housing need in jurisdictions that already have a
disproportionately high concentration of those households in comparison to the county
distribution.

A social equity adjustment approach compares a jurisdiction’s distribution for each income category
to the county distribution and then makes an adjustment to each category distribution to the
jurisdiction. If the adjustment was 100 percent a jurisdiction’s distribution would be exactly the
same as the County’s distribution. Conceptually a 110 percent adjustment means that the City
meetsthe County distribution and goes beyondthat threshold by 10 percent, resultinginahigher
or lower distribution than the County depending on what existing conditions are in the City. The
higher the adjustment, the more noticeable the difference between the jurisdiction’s existing
household income distribution and its revised distribution.

To determine three income categories and maintain the same total existing need, units are first
allocated across four income categories. Then, the above moderate income category is
redistributed proportionately across the very low, low, and moderate categories.

Asocialequity adjustmentthatis lowerthanthat usedfor projected need acknowledges that while

there is an objective to mitigate the overconcentration ofincome categories, there is still need for
affordable housing in communities that currently have a high concentration of lower income

10
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households. The need for assigning existing housing need to lower income categories also works
towards this balance by removing market rate housing since indicators of existing housing need,
such as overcrowding and cost-burden, tend to impact lowerincome households more than high
income households.

Step 2: Determine Projected Housing Need
The next step is to determine a jurisdiction’s projected need.

Future
vacancy

need Jurisdiction’s ST
Jurisdiction’s share of (owner) R Jurisdiction

regional projected HH regional Projected Housing

growth Future replacement
vacancy — Need
need

(renter)

To determine a jurisdiction’s projected need, SCAG staff recommends a three-step process:

a. Determinethejurisdiction’s share of regional projected household growth based on local
| input. e.q., 2020-2035
b. Determine future vacancy need based on a jurisdiction’s existing composition of owner and
| renter households (2017 ACS 5-year estimates) and apply a vacancy rate on projected
household growthbased onthe following:
a. Apply a 1.5% vacancy need for owner households
b. Apply a 5.0% vacancy need for renter households
c. Determine a jurisdiction’s share of regional replacement need based on replacement need
survey results_from April 2019 or original DOF data

Step 2a: Projected Household Growth

Between October 2017 and October 2018, SCAG staff conducted the bottoms-up Local Input and
Envisioning process, which was an extensive outreach effort that surveyed each SCAG jurisdiction
on population, household, and employment growth, among other local policies and plans to help
inform the Connect SoCal and other regional plans such as RHNA. SCAG staff met with all 197
jurisdictions within the region and collected input and data on growth throughout the process.
Based ontheinput received on household growth, the proposed methodology assigns projected
household growth based on a jurisdiction’s share of regional household growth.

SCAG's local input growth forecast for the years 2020-2030 is used as the basis for calculating
RHNA projected housing unit need. Because the 6th cycle RHNA projection period covers July
1,2021 through October 15,2029, itis necessary to adjust reported household growth between
2020 and 2030 and adjust it to an 8.25 year projection period. The anticipated growth in
householdsoverthis

11
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period is multiplied by 0.825 to approximate growth during the 8.25-year RHNA projection period
(July 1, 2021 to October 15, 2029).

Step 2b: Future Vacancy Need

The purpose of a future vacancy need is to ensure that there is enough vacant units to support a
healthy housing market that can genuinely accommodate projected household growth. An
undersupply of vacant units can prevent new households from forming or moving into a
jurisdiction. Formulaically, future vacancy need is a percentage applied to the jurisdiction’s
household growth by tenure (owner and renter households).

To calculate a jurisdiction’s future vacancy need, its proportion of owner-occupied units and renter-
occupied units are determined using American Community Survey (ACS) 2013-2017 data
(DP04). The percentages are then applied to the jurisdiction’s projected household growth from
the previous step, which results in the number of projected households that are predicted to be
owners and those that are predicted to be renters.

Next, two different vacancy rates are applied based on the regional determination provided by
HCD. While itis unknown at this time what HCD will use for their regional determination, SCAG staff
has requested the use of 1.5 percent for owner-occupied units while using a rate of 5 percent for
renter-occupied units_per statute. The difference is due to the higher rates of turnover generally
reported by renter units in comparison to owner-occupied units. Additienally—+Recent State
legislation requires thatrenterunits have aminimum vacancyrate of 5 percent. Thevacancyrates
are applied to their respective tenure category to determine how many future vacant units are
neededbytenure and then added together to get the total future vacancy need._This assumes
future housing growth will be the same type and mix as the existing housing stock.

Step 2c: ReplacementNeed

Residential units are demolished for a variety of reasons, including natural disasters, fire, or desires
to construct entirely new residences. Each time a unit is demolished, a household is-may be
displaced, which can disrupt-and-disrupis the jurisdiction’s pattern of projected household growth.
The household may choose to live in a vacant unit or leave the jurisdiction, of which both
scenarios result in negative household growth through the loss of a vacant unit for a new
household or subtracting temporarily from the jurisdiction’s number of households.

For these reasons, replacement need is a required component of the regional determination
provided by HCD. The proposed methodology’s replacement need will be calculated using a
jurisdiction’s share of the regional replacement need based on data submitted for the replacement
need survey, which was conducted between March and April 2019.

Eachjurisdiction’s share of historical demolitions between reporting years 2008 and 2018, which
was collected from the California Department of Finance (DOF) during the annual Housing Unit
Survey, was tabulated and provided to jurisdictions in the replacement need survey. Jurisdictions
were asked to provide data on units that replaced the reported demolished units and units lost due
to site zoning changes to non-residential uses. A netreplacementneed was determinedbasedon
thisinformationforeachjurisdictionand
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each jurisdiction’s share of the net regional replacement need was calculated. Once SCAG receives
its regional determinationfrom HCD, SCAG will be able to apply these percentage sharesto each
jurisdiction.

After determining each of the projected housing need components, they are combined to
determine a jurisdiction’s projected housing need.

2d: Projected Need Social Equity Adjustment

The next step is to separate projected housing need into four income categories. To avoid
perpetuating historical patterns of segregation in consideration of AFFH, the proposed
methodology applies a 150 percent social equity adjustment to projected housing need.

N ed

Jurisdiction 150% social equity | =

Projected Housing adjustment JUV‘ Moderate
Need

Similar to step 1c, the existing household income distribution is compared to the county distribution
andthenmodified. A 150 percentadjustmentresultsinanoticeably higher differenceinincome
categories, particularly forjurisdictionsthatare muchlower or higherthanthe countydistribution.
The data source is from the ACS 2013-2017 5-year estimates.

The readjusted category percentages are then applied to the total existing need for each jurisdiction to
determine the units for eachcategory.

Step 3: Total RHNA Allocation

Jurisdiction Existing Need Jurisdiction Projected Need Jurisdiction Total RHNA Allocation
[ e S e[ e
| Low | | Low ‘ — | Low ‘

—
| Moderate | | Moderate ‘ - | Moderate ‘
i : I Above moderate ‘ | Above moderate ‘

The final step in determining a jurisdiction’s total RHNA allocation by income category. This is
completed by combining the income categories as determined by step 1 and 2.
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Option 2

A second option for the distribution in the proposed RHNA methodology uses the ene-SCAG regional
total from the determination provided by HCD to determine a jurisdiction’s RHNA allocation
instead of separating existing need from projected need. The steps in Option 2 are:

1. Determine total RHNAneed
a. Assign 80 percentof regional needto jurisdictions based on each jurisdiction’s share of
the DOF January 1., 2019 regional population
b. Assign 20 percent of regional need based on a jurisdiction’s share of 2016 population
within the regional high quality transit areas (HQTAs_as of 2016)

2. Determine four income categories from total need
a. Apply a 150 percent social equity adjustment to determine four income categories (very
low, low, moderate, and above moderate)

Step 1: Determine total RHNA need

Tozzl Regicrzl heed

(0]

20%

Distributed based
on population

within an HQTA

Jurisciction Total Neeo

Jurisdiction’s

Jurisdiction’s

share of
share of :
. regional
regional

population

population IR R

Distributed based on
population share

Similar to calculating total existing need from Option 1, step 1 in Option 2 bases a total allocation
based on the jurisdiction’s share of regional population and the jurisdiction’s share of regional
population within anHQTA.

| As discussed in Option 1, lower income households tend to live in HQTA areas in comparison to
higher income households. The pattern of disparity among the income levels means that assigning
| any RHNA need based on HQTAs may result in a higher allocation to areas that already have
a high concentration of lower income households and possibly perpetuate segregation patterns
| based on income and., indirectly, race. While Option 1 only applies the HQTA factor to existing
need, Option 2 applies this factor to the total need, which could exacerbate overconcentration
that social equity alone cannot address. For this reason, Option 2 increases the recommended
| social equity adjustment to 150%.
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Step 2: Determine Four Income Categories

Jurisdiction Total Housing Need
Juri sdict ion Tota | Ho usi ng Need

Jurisdiction’s
share of
regional

population
within HQTA

Jurisdiction’s
share of

150% social equity | Low |
adjustment ‘ R ‘

regional
population

‘ Above moderate ‘

The next step of Option 2is to determine fourincome categories using a 150 percent social equity
adjustment. This applicationis similarto step 2in Option 1. The higher social equity adjustmentis
recommended to mitigate the percentage of lowlower-income households _categories assigned
while step 1inthis option mitigates the total of lew|lower-income households assigned.

Option 2 does not factor in projected household growth from local input, replacement need, or
future vacancy need that are featured in Option 1. Input provided by RHNA Subcommittee
membersrequestedthataboth existingand projected needbe distributedinthe same way. Other
input provided indicated that HQTAs should factor in to-projected need. Option 2 touches on both
of these comments, though it departs from other perspectives-comments that indicate local
input on household growth should be factored in to the distribution methodology.
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Option 3

A third option to consider for the RHNA methodology is to use local input as the main factor in
determining a total draft RHNA allocation. The total allocation assignedto a jurisdiction would be
similarto the mechanism used to determine projected housing need in step 2 of Option 1, except
that instead of share of regional household growth as the basis, Option 3 uliimately uses share
of regional population growth.

Future

vacancy e
need Jurisdiction’s Jurisdiction Total

(owner) share of

Jurisdiction’s share of

regional Housing Need

Future replacement
vacancy -
need

(renter)

regional population growth

The bottom-up local input and envisioning process produces jurisdiction-level household totals for
2016, 2020, 2030, 2035, and 2045. Option 1 uses 82.5% of projected local input growth from 2020-
2030 to determine housing need due to projected household growth. Population growth as
referenced in the technical appendix is total population, which includes both group quarters and
household population. Whereas the regional determination from HCD remains unknown as of this
writing, it is expected to be below the regional household total for 2045. Therefore, option 3 will
choose the local input year closest to the regional determination — 2030, 2035, or 2045 — as the
basis for jurisdiction-level RHNA allocation. For example, if HCD provides a regional determination
of 800,000, then the horizon year selected will be 2035 since the difference between household
growth between 2020 and 2035 is 838,000.

Oncethe horizonyearis selectedidentified, the jurisdiction’s share of regional population growth
between 2020 and the horizon year is calculated. The share is then applied to the RHNA
regional determination provided by HCD. Future vacancy need by owner and renter and share of
regional replacement need are then calculated and added to the growth to determine a
jurisdiction’s total draft RHNA allocation. A 150% social equity adjustment is then applied to
calculate the fourincome categories.

Local input on household growth for each horizon year can be found in the proposed RHNA
methodology technical appendix page titled Local Population and Household Growth 2020-

2045 Connect SoCalPepulation-Growth.
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Option 1 vs. Option 2 vs. Option 3: A Comparison

The three proposed RHNA methodology options offer different mechanisms to determine a
jurisdiction’s draft RHNA allocation from the regional total.

Option 1 Option 2 Option 3

Existing need Yes No No
separate from
projected need

Higher total of lower | Yes No No
income categories

Emphasis on HQTA On existing need only, | Ontotalallocation,20% | No
from regional total 20%

Accounts forrecent | Yes No No
building activity
Social equity 110%forexistingneed | 150% for total need 150% for total need
adjustment 150% for projected
need
Local input as a Yes No Yes
component

Option 1 allows for a higher degree of variability than Option 2 since it relies on both pre-
determined characteristics (such as HQTAs) and on local input, which can vary by jurisdiction and
does not necessarily rely on pre-determined characteristics. Proponents of Option 1 may argue that
its distribution mechanism allows for local conditions as reported by jurisdictions while still
accommodating athe needfor linkage to regional transportation and land use planning. Option 1
also assigns existing need to the three lower-income categories, which can meet the existing need
factor of cost- burden specifically for low income households.

Option2does not differentiate between existingand projected needin its distribution mechanism
and creates a stronger link to regional transportation and land use planning by applying proximity
to transit as a factor to the total need distribution. While local input is not a component, some
proponents of Option 2 may argue that because local input may not inherenthrexplicitly consider
regional goals might be a reason to exclude it as a main factorin RHNA methodology.

Option 3 uses local input as the basis for determining a jurisdiction’s share of regional growth.
While Option 1 considers share of household growth as a factor for projected need, Option 3
considers population growth as a factor for total RHNA need. Except for household income
distribution for social equity adjustment, this option does not use other factors beyond local input
on growth, such as transit proximity, to determine ajurisdiction’s housing need.
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Meeting the Objectives of RHNA

Government Code Section 65584.04(a) requires that the proposed RHNA methodology furthers the
five objectives of the Regional Housing Needs Assessment. The following section provides an
analysis of how the proposed methodology furthers these objectives.

(1) Increasing the housing supply and the mix of housing types, tenure, and affordability in all cities
and counties withinthe regionin an equitable manner, which shall resultin each jurisdiction
receiving an allocation of units for low- and very low income households.

(2) Promotinginfilldevelopmentandsocioeconomicequity, the protectionofenvironmentaland
agricultural resources, the encouragement of efficient development patterns, and the achievement
oftheregion’sgreenhouse gasreductionstargets providedby the State Air Resources Board
pursuant to Section65080.

(3) Promoting animproved intraregional relationship between jobs and housing, including an
improvedbalance betweenthe number of low-wage jobs andthe numberofhousingunits
affordable to low-wage workers in each jurisdiction.

(4) Allocating a lower proportion of housing need to an income category when a jurisdiction already
has adisproportionately high share of households inthatincome category, ascomparedtothe
countywide distribution of households in that category from the most recent American Community
Survey.

(5) Affirmatively furthering fairhousing.

(e) Forpurposes ofthis section, “affirmatively furthering fairhousing” meanstaking
meaningful actions, in addition to combating discrimination, that overcome patterns of
segregation and foster inclusive communities free from barriers that restrict access to
opportunity based on protected characteristics. Specifically, affirmatively furthering fair
housing meanstakingmeaningful actionsthat, takentogether, address significant
disparities in housing needs and in access to opportunity, replacing segregated living
patterns withtruly integrated and balanced living patterns, transforming racially and
ethnically concentrated areas of povertyinto areas of opportunity, andfosteringand
maintaining compliance with civil rights and fair housing laws.

The proposed RHNA methodology provides a multi-tier approach to ensuring that housing need is
distributed throughout the SCAG region in a transparent and equitable manner. The various
components of the distribution mechanism address each of the five outlined objectives.

o Distributionofexisting needbasedonregional populationshare (Option 1and Option2)
Assigning existing housing need based on regional population and HQTA population shares
meet several RHNA objectives. First, by assigning based on regional population and HQTA
population shares instead of assigning need to where existing need indicators occur, the
proposed methodology ensures that no single jurisdiction is over-burdened with the
region’s existing needs. This regional approach accemmeodates-acknowledges the fact
that existing need indicators, such as overcrowding and cost-burdened households,
are not confined to jurisdictional boundaries. This regional-based distribution promotes
an equitable approach to housing need and emphasizes that the housing crisis is a
regional problem.
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Distribution of existing need based on regional HQTA population share (Option 1 and Option
2)

As well as being a regionally equitable approach, assigning need based on a jurisdiction’s
share of population withinan HQTA promotes additional objectives of State housing law.
Linking regional housing planning to regional transportation and land use planning
promotes infill development, the protection of environmental and agricultural resources,
the encouragement of efficient development patterns, and the achievement of the region’s
greenhouse gas reductions targets. Moreover, the linkage to HQTAs used in the Connect
SoCal plan ensures consistency with the development pattern of the Sustainable
Communities Strategy, per Government Code Section 65584.04(m).

Moreover, assigningneedbasedonashare of populationwithinanHQTA promotesan
improved relationship between jobs and housing, particularly for low wage jobs and
affordable housing. Thelinkage of housingto HQTAs willincrease access tojobs, particularly
for lower income households. For the full results of the jobs--housing balance and fit
analysesandmaps, pleaserefertothe appendix ofthe proposed RHNA methodology.

Social Equity Adjustments (Option 1, Option 2, and Option 3)

The social equity adjustments applied to existing need and projected need meet the
socioeconomic equity and affirmatively furthering fair housing objectives of State housing
law. By redistributing income categories across each county, a social equity adjustment
avelds-assigning-reduces the additional need in income categories where there is
already a high concentration. The higher the percentage used for social equity
adjustment, the more accelerated the applied change over the eight-year planning
period. This component promotes a mix of housing types, tenure, and affordability, along
with socioeconomic equity and affirmatively furthering fair housing and a higher
percentage accelerates these objectives.

Additionally, the percentage-based adjustment requires that areas that have a high
concentration of higher income households also accommodate more lower-—income
households. This mechanism promotes a mix of housing types, tenure, and affordability,
along with socioeconomic equity. This component increases the efforts to overcome
patterns of segregation and remove barriers that restrict access to-epperiunity-based
on protected characteristics.

Assigning existing need for very low, low, and moderate income categories (Option 1)
Option 1 emphasizes distributing existing housing need based on very low, low, and
moderate income categories and excludes assignment for the above moderate category.
Excluding above moderate income households from the determination of existinghousing
need meets the objectives of promoting socioeconomic equity and affirmatively furthering
fair housing. While this component increases the overall need for lower income
categories, by percentage, for all jurisdictions, it is more pronounced in higher income
areas since these areas have a higher percentage of above moderate income
households, which are
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redistributed to the lower income categories. Similar to the social equity adjustment, this
component promotes a mix of housing types, tenure, and affordability, along with
socioeconomic equity and affirmatively furthering fair housing.

e [ocal input on growth (Option 1 and Option 3)

Collectedfromthelocalinput process, which is collectively higher than the SCAG draft
growth projections, projected household and population growth forms the basis of the
concurrent Connect SoCal (2020 Regional Transportation Plan/Sustainable Communities
Strategy) development patterns. Local input reflects opportunities and constraints at
the jurisdictional level, including preserving open space and agricultural resources and
strategies to help reduce regional greenhouse gas emissions. The inclusion of localinputto
help determine projected household growth allows for the RHNA allocation to
accommodate local efforts in meeting regional housing objectives. Concurrently,inclusion
of local input on projected household or population growth ensures that the resulting RHNA
allocation is consistent with the development pattern of the Sustainable Communities
Strategy, per Government Code Section 65584.04(m)_and projects already approved
or under construction.

Local Planning Factors

As partofthe development of the proposed RHNA methodology, SCAG must conduct a survey of
planning factors that identify local conditions and explain how each of the listed factors are
incorporated into the proposed methodology. The survey was distributed to all SCAG jurisdictions in
mid-March 2019 with a posted due date of May 30, 2019. One-hundred and four (104) jurisdictions,
or approximately 53%, submitted a response to the local planning factor survey. To facilitate the
conversation about local planning factors, between October 2017 and October 2018, SCAG included
these factors as part of the local input pre-survey and surveyed a binary yes/no as to whether these
factors impacted jurisdictions. The formal local input survey was pre-populated with the pre-survey
answers to help facilitate survey response. The full packet of surveys submitted prior to the
development of the proposed methodology packet can be downloaded at www.scag.ca.gov/rhna.

SCAG staff reviewed each of the submitted surveys to analyze planning factors opportunities and
constraints across the region. The collected information was used to ensure that the RHNA
methodology will equitably distribute housing need and that underlying challenges as a region are
addressed.

(1) Eachmember jurisdiction’s existing and projected jobs and housing relationship. This shall
include an estimate, based on readily available data, of the number of low-wage jobs within
thejurisdiction and how many housing units within the jurisdiction are affordable to low-
wage workers as well as an estimate, based on readily available data, of projectedjob
growthandprojectedhouseholdgrowthbyincome levelwithineach memberjurisdiction
during the planning period.

SCAG conductedan analysis ofjobs housing balance, or Index of Dissimilarity (IOD), whichis
aratiooftotaljobstohousingunits,basedonhistoricaltrendsbetween2012and2017,and
on SCAG Growth Forecast projections between 2020 and 2030 at the jurisdictional, county,
andregionallevels. Ratherthanrely solely ontheratio of jobs to housing, the analysis
reviewedhistoricalandprojectedtrendstodetermine whetherthe jobshousingbalanceis

worsening or improving. A separate analysis on historical data for jobs housing fit, or ratio of
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lowwage jobstoaffordable units, was preparedthoughthereisinsufficientdatato
determine trends for projected jobs housing fit.

Atthe jurisdictional level, between 2012 and 2017 the jobs and housing balance worsened
by 1.9% from % to %, andis expectedto worsen again between 2020 and 2030 by 2.0%.
The historical trend for jobs housing fit also weakened by 1.4% between 2012 and
2017 at the jurisdictional level from % to  %.

Atthe county level, between 2012 and 2017 the jobs housing balance improved by 4.8%_
from % to %. While the projected balance is expected to improve between 2020
and 2030, the improvementisatamuchsmallerrate at 1.3%. Additionally, the historical
trendforjobs housing fit worsened by 7.2% between 2012 and 2017 at the county level_
from %to %.

Atthe regionallevel, the analysis revealed that the jobs housing balance between 2012 and
2017 worsenedby5.0%,thoughbetween2020and2030theratioisexpectedtoimprove
by 1.9%. The historicaljobs housingfitforthe regionworsenedbylessthan 1% between
2012 and 2017._The ratio is expected to between 2012 and 2030.

Theresults ofthe jobs housing balance and jobs housing fitanalysesanalysisindicate
thatwhile there is marginal improvement in linking housing to jobs at the regional
level in the following decade, the historical trend illustrates that the balance worsened at a
greater rate than it is predicted to improve in the future. At the jurisdictional level, the
balance will progressively worseninthefuturethanits historicaltrend since 2012.
Additionally, whilethe overall jobs housing balance improved at the county level between
2012 and 2017, jobs housing fit worsened at a higher rate than progress made for the
overall jobs housing balance.

Several suggestions were raised-made to consider employment centers, or areas with
a high concentration of jobs, as a direct factor in the proposed RHNA methodology. One
of the main limitations identified with the direction application of this factor is from the
assumption that jobs and housing ratios need to be confined to jurisdictional boundaries
regardless of actual commute distances or the number of workers in the home. Residence
in the same city does not necessarily translate into a shorter commute, particularly if the
worker lives near the city boundary or if there is more than one worker per home.
Commute sheds defined by a driving distance radius could be defined, but this would
require further analysis of subregional and possibly county data and may be complicated by
limitations in referenced studies. For this reason, SCAG staff does not recommend using
jobs housing fit as a factor in the distribution methodology. However, distribution of need
based on other mechanisms, such as HQTA, overlaps with some of the areas identified as
having a high concentration of jobs to housing overall and low wage jobs to lowwage
workers.

An analysis of low wage jobs to low wage workers at the jurisdictional level outlines areas in
the SCAG region that could be considered “affordable housing poor” -- that is, jurisdictions
thathave a higher number of low wage jobs in comparison to housing affordable to low
wage workers. Whileitwouldbe easyto conclude thatthese areas need more affordable
housing,amoremeaningfulinterpretationisthatthe currentdistribution patternbasedon
historicalhouseholdgrowth, includingdatacollectedfromlocalinput, maynotbethe most
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equitablemethodofdistributiontodetermine housingneedinrespecttojobhousing
balance.

For the full results of the jobs housing balance and fit analyses and maps, please refer to the
appendix of the proposed RHNA methodology.

(2) The opportunities and constraints to development of additional housing in each member
jurisdiction, including all of the following:

(A) Lackofcapacity forsewerorwaterservice dueto federal or state laws, regulations or
regulatory actions, or supply and distribution decisions made by a sewer or water service
providerotherthanthe local jurisdiction that preclude the jurisdiction from providing
necessary infrastructure for additional development during the planning period.

(B) Theavailability ofland suitable forurbandevelopmentorforconversiontoresidential
use, theavailability ofunderutilizedland, and opportunities forinfill development and
increased residential densities. The council of governments may not limit its
consideration of suitable housing sites or land suitable for urban development to existing
zoning ordinances and land use restrictions of a locality, but shall consider the potential
forincreased residential development under alternative zoning ordinances and land use
restrictions. The determination ofavailable land suitable forurban development may
excludelands wherethe Federal Emergency ManagementAgency (FEMA) orthe
Department of Water Resources has determined that the flood management
infrastructure designedto protectthatlandis notadequateto avoidtherisk offlooding.

(C) Lands preserved or protected from urban development under existing federal or state
programs, or both, designed to protect open space, farmland, environmental habitats,
andnaturalresources onalong-termbasis, including land zoned ordesignatedfor
agricultural protection or preservation that is subject to a local ballot measure that was
approvedbythe voters ofthatjurisdictionthatprohibits or restricts conversiontonon-
agricultural uses.

(D) Countypoliciestopreserve prime agriculturalland, as definedpursuantto Section
56064, within an unincorporated and land within an unincorporated area zoned or
designated for agricultural protection or preservation thatis subject to a local ballot
measurethatwas approvedbythe voters ofthatjurisdictionthatprohibits orrestrictsits
conversion to non-agriculturaluses.

Consideration of the above planning factors have been incorporated into the growth
forecast process and results by way of analysis of aerial land use data, general plan, parcel
level property data, open space, agricultural land and resource areas, and forecast surveys
distributed to local jurisdictions. The bottom-up Local Input and Envisioning Process, which
isused as the basis forboth RHNA and SCAG’s Connect SoCal (Regional Transportation
Plan/Sustainable Communities Strategy) started with an extensive outreach effortinvolving
all local jurisdictions regarding their land use and development constraints. All local
jurisdictions were invited to provide SCAG their respective growth perspective and input.
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Option 1 directly incorporates local input on projected household growth, which should be a
directreflectionoflocal planning factors, suchaslack of water or sewer capacity, FEMA-
designated flood sites, and open space and agricultural land protection.

Thoughitdoes notuse localinputon household growth-asamajercempenent, option 2
also meetsthese planning factors through its weighting of HQTAs. The weighting of a
jurisdiction’s population share withinan HQTA directs acertainamount of housing need
towardinfillopportunity areas. Prior RHNA cyclesdid not promote directlinkage to
existing transit proximity and the current proposed methodology encourages more
efficient land use patterns by utilizing existing transportation infrastructure and preserves
areas designated as open space and agricultural lands.

(3) Thedistribution of household growth assumedforpurposes ofacomparable period of
regional transportation plans and opportunities to maximize the use of public transportation
and existing transportationinfrastructure.

Asindicated above, the growth forecast used as the basis forthe Connect SoCal Planis also
usedasthebasisforprojectedhouseholdgrowthtodevelopferoption 1. Forbothoption 1
and option 2, the weighting of ajurisdiction’s population share withinan HQTA directly-

maximizestheuseofpublictranspeortationandexisting transportationinfrastructure.

(4) Agreements between a county and cities in a county to direct growth toward incorporated
areas ofthe county, andland within an unincorporated area zoned or designated for
agricultural protection or preservation thatis subjectto alocal ballot measure that was
approved by the voters of the jurisdiction that prohibits or restricts conversion to
nonagricultural uses.

This planning factor has been identified through the local input process and survey
collection as affecting growth within Ventura County. The urban growth boundary, known
as Save OurAgricultural Resources (SOAR),isanagreementbetweenthe County of Ventura
anditsincorporated citiestodirectgrowthtowardincorporated areas, andwas recently
extended to 2050. Based on the input collected, SCAG staff has concluded that this factoris
already reflectedinthe proposed RHNA methodology sinceitwasincorporatedintothe
localinput submitted by jurisdictions for Option 1. Option 2 reflects this factor by directing
partoftheregionalhousing needto HQTA areas, which are generally notintended as
agricultural or preservationareas.

(5) Theloss of units containedin assisted housing developments, as definedin paragraph (9) of
subdivision (a) of Section 65583, that changed to non-low-income use through mortgage
prepayment, subsidy contract expirations, or termination of use restrictions.

The conversionoflowincome unitsinto non-lowincome unitsis notexplicitly addressed

through the distribution of existing and projected housing need. Staff has provided statistics
inthe proposed methodology appendix onthe potentialloss of unitsinassisted housing
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developments. The loss of such units affects the proportion of affordable housing needed
within a community and the region as a whole.

Local planning factor survey responses indicate that the impact of this factor is not
regionally uniform. Many jurisdictions thatreplied some units are at-risk fo+of losingtheir
affordability statusinthe nearfuture haveindicatedthattheyarecurrentlyreviewingand
developing local resources to address the potential loss. Based on this, SCAG staff has
determined that at-risk units are best addressed through providing data on these units as
partofthe proposed RHNA methodology and givinglocaljurisdictionsthe discretionto
address this factor and adequately plan for any at-risk unit loss in preparing their housing
elements.

(6) The percentage of existing households at each ofthe income levels listed in subdivision (e) of
Section 65584 that are paying more than 30 percent and more than 50 percent of their
income in rent.

An evaluation of survey responses reveals that cost-burdened households, orthose who pay
atleast 30 percent of their householdincome on housing costs, is a prevalent problem
throughouttheregion. Theproposedmethodologyalsoincludesinitsappendixdatafrom
the ACS2013-2017 on cost-burdened statistics forhouseholds who pay more than 30
percent of theirincome on housing by owner andrenter, and for renter households who
pay 50 percentormore oftheirincome onhousing. The generaltrendis seeninboth high
and low income communities, suggesting thatin most of the SCAG region, high housing
costs areaproblemforallincome levels. Because cost-burdenis causedby an
accumulated housingsupplydeficit, itisimplicitlyinthe proposed methodology’s
distributionof existing housing need.

Moreover, a large number of jurisdictions indicated in the survey that overpaying for
housing costs disproportionately impacts lowerincome households in comparison to higher
income households. Thisissue is exacerbated in areas where there is not enough affordable
housing available, particularly in higherincome areas. To address the issue of cost-burden
and promote affordability in areas with lower levels of affordable units, the distribution
methodology’s social equity adjustment assigns higher percentages of lowerincome units in
jurisdictionsthatare higherincome. Thisdoes notimply thatlowerincome areas do not
needmoreaffordableunits;rather,itresultsinassigningneedthroughouttheregionsince
cost-burden is a regionwide problem.

The reason for a regionwide distribution of existing need rather than assigning need based
on this existing need indicator is because it is impossible to determine through the
methodology how and why the cost-burdening is occurring in a particular jurisdiction. Cost-
burdenedisasymptomofhousingneedandnotitscause. Ajurisdictionmightpermitahigh
number of units but still experiences cost-burden because other jurisdictions restrict
residential permitting. Or, ajurisdiction mighthave alarge number of owner-occupied
housing units that command premium pricing, causing cost-burden for high income
households andespeciatyor onlowerincomehouseholdsduetohighrentsfrom high
land
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costs. An analysis of existing need indicators by jurisdiction, which is part of the proposed

methodology dataappendix, doesnotrevealasingle strongtrendtobase adistribution

methodology for cost-burden and thus the proposed methodology distributes this existing
need indicator regionally rather than to where the indicators exist.

Finally, thedistribution of existing needintothree income categories (verylow, low, and
moderate)inOption 1 acknowledgesthatwhile cost-burdenadisproportionately affects
lower income households, it also has a disproportionate effect on a lower income
household. For example, a highincome household that spends 40 percent of itsincome on
housing will have more disposable income available than a very low income household that
also spends 40 percent of its income on housing. To address this, the distribution
methodology for existing need in Option 1 results in more lew-lower-income units to
all jurisdictions.

(7) The rate ofovercrowding.

An evaluation of survey responses indicates that there is a variety of trends in overcrowding
throughouttheregion. Overcrowdingisdefinedasmorethan1-6+1.0 personsperroom
(not only bedrooms)inahousing unit. Somejurisdictions have responded that
overcrowdingis a severeissue, particularly forlowerincome and/orrenter households,
while others have responded that overcrowding is not anissue at all. At the regional
determination level, HCD is requiredto review data pertaining to overcrowding, whichis a
new requirementforthe 6" RHNA cycle. Because overcrowdingis causedin part byan
accumulated housing supply deficit, overcrowdingisincludedinthe proposed
methodology’sdistributionof existinghousing need by factoring in HOTAs.

Similartocost-burden,thereasonforaregionwidedistributionof existingneedratherthan
assigning need based on this existing need indicator is because it isimpossible to determine
through the methodology how and why the overcrowding is occurring in a particular
jurisdiction. Ajurisdictionthathas anovercrowdingrate higherthantheregionalaverage
might be issuing more residential permits than the regional average, while the surrounding
jurisdictions might not have overcrowding issues but issue fewer permits than the regional
average. An analysis of existing need indicators by jurisdiction, which is part of the proposed
methodology data appendix, does notreveal asingle strongtrendto base adistribution
methodology for overcrowding and thus the proposed methodology distributes this existing
need indicator regionally rather than to where the indicators exist.

While not specifically surveyed, several jurisdictions have indicated that density has affected
their jurisdictions and have requested that the proposed methodology should consider this
asafactor. SCAG staff hasincluded data onthe density of jurisdictions inthe proposed
methodology technical appendix.

While density is not directly addressed as a factor, the social equity adjustment indirectly
addresses density, particularly for lower income jurisdictions. In housing
elements, jurisdictions mestmust demonstratethatasiteisaffordableforlower
incomehouseholdsby
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applying a“defaultdensity”, definedin State housing law as either 20 or 30 dwelling units
peracredependingongeographyandpopulation. Inotherwords, asitethatiszonedat30
dwelling units per acre is automatically considered as meeting the zoning needforalow
income household. There is not a corresponding default density for above moderate income
zoning. Assigning a lower percentage of lowerincome households than what currently
existing in the housing stock existingconditions-indirectly reduces future density since
the jurisdiction canzone atlowerdensitiesifitso chooses. Whilethisresultdoes notapply
tohigherincomejurisdictions, directing growth toward less dense areas for the explicit
purpose of reducing density is in direct contradiction to the objectives of state housing
law, especially for promoting infill development and socioeconomicequity, the
protection of environmental and agricultural resources, the encouragement of efficient
development pattern.

(8) The housing needs of farmworkers.

The proposed methodology appendix provides ACS 2012-2016 data on agricultural jobs by
jurisdiction, as well as workers by place of residence. The BHNAsurvey responses indicate
that most jurisdictions do not have agricultural land or only have small agricultural
operations that do not necessarily require designated farmworker housing. For the
geographically-concentrated areas that do have farmworker housing, responses indicate
that many jurisdictions already permit orare working to allow farmworker housing by-right
inthe samemanneras other agricultural uses areallowed.

Similar to at-risk units, the proposed methodology does not include a distribution
mechanism todistribute farmworker housing. However, SCAGis providingdatainits
proposed methodology appendix related to this factor and encourages local jurisdictions to
adequately plan for this need in their housing elements.

(9) The housing needs generated by the presence of a private university ora campus of the
California State University or the University of California within any member jurisdiction.

SCAG staff has prepared a map outlining the location of four-year private and public

universities inthe SCAG region along with enrollment numbers from the California School
Campus Database (2018). Based on an evaluation of survey responses that indicated a

presence of a university within their boundaries, SCAG staff concludes that most housing
needs related to university enrollment are addressed and met by dormitories provided by
the institution both on- and off-campus. No jurisdiction expressed concern inthe surveys
aboutstudenthousingneedsduetothe presenceofauniversity withintheirjurisdiction.

However, some jurisdictions have indicated outside of the survey that off-campus student
housingis animportantissue withintheirjurisdictions and are indialogue withHCD to
determine howthistype of housingcanbeintegratedintotheirlocalhousingelements.
Because this circumstance applies to only a handful of jurisdictions, it is recommended that
housing needs generated by a public or private university be addressed in the jurisdiction’s
housing element if it is applicable.
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(10) The loss of units during a state of emergency that was declared by the Governor pursuant
to the California Emergency Services Act (Chapter 7 (commencing with Section 8550) of
Division 1 of Title 2), during the planning period immediately preceding the relevant revision
pursuantto Section65588that have yettobe rebuiltorreplacedatthe time ofthe analysis.

Replacementneed, definedasunitsthathave beendemolishedbutnotyetreplaced, are
included as acomponent of projected housing need in the proposed RHNA methodology. To
determine this number, HCD reviewed historical demolition permit data between 2008 and
2017 (reporting years 2009 and-to 2018) and data provided on net replacement need
collected from replacement need survey responses from jurisdictions_in spring 2019.

There have been several states of emergency declared for firesinthe SCAG region thathave
destroyed residential units, as indicated by several jurisdictions in their local planning factor
survey responses. Units lost from fires that occurred prior to January 1, 2018, have already
been countedinthe replacement need forthe 6" RHNA cycle. However, the proposed
methodology does not account for units lost to fires occurring since that time.

SCAG staff does not plan to assign an additional replacement need based on this planning
factor since the next RHNA cycle replacement need will most likely include these units and
applyingthis neednowwouldresultindouble counting. Thisisduetothe currentpractice
of including historical demolition data from prior RHNA cycles. For example, units lost due
toafirethatoccurredin2014 wouldhave beenconsideredas areplacementneedforthe
6™ cycle. To determine replacement need for the 7" RHNA cycle (presumably 2029-2036),
assuming that replacement need will determined in a similar fashion as the 6™ cycle,
historical data between 2015 and 2026 will be considered, which includes demolitions from
firesthatoccurredin2018,2019,and2020—the currentcycle. Thiswillresultinthe double
counting of replacement need, essentially adding in the requirement to replace these units
inboththe 6" and 7" RHNA cycles. Thus, the proposed RHNA methodology does not assign
additional need due to this factor but encourages jurisdictions to replace demolished units
as soon as possible to mitigate any potential affects from overcrowding and other
consequences of lostunits.

(11) The region’s greenhouse gas emissions targets provided by the State Air Resources Board
pursuant to Section65080.

An assessment of survey responses indicate that a number of jurisdictionsinthe SCAG
region are developing efforts for more efficient land use patterns and zoning that would
resultinreduced greenhouse gas emissions. These include a mix of high-density housing
types, neighborhood based mixed-use zoning, climate action plans, and other local efforts
to reduce greenhouse gas emissions at the regional level.

Options 1and2ofthe proposed RHNA methodology include adistribution of 20 percent of
regional existing need based on a jurisdiction’s share of regional population within an
existing (2016) HQTA. Thelinkage between housing planning andtransportation
planning willallowforabetter alignmentbetweenthe RHNA allocationplanandthe
ConnectSoCalRTP/SCS. Itwill
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promote more efficient development land use patterns, encourage transit use, and
importantly reduce greenhouse gas emissions. This will, in turn, support local efforts already
underway to support the reduction of regional greenhouse gas emissions.

Option 1 and 3includelocalinput as adistribution component. Localinputis abasis for
SCAG’s Connect SoCal Plan and the CTCs in their long-range planning, which addresses
greenhouse gas emissions at the regional level since it is used to reach the State Air
Resources Board regional targets.

(12) Any other factors adopted by the council of governments that further the objectives listed
insubdivision (d) of Section 65584, provided that the council of governments specifies which
of the objectives each additional factor is necessary to further. The council of governments
may include additional factors unrelated to furthering the objectives listed in subdivision (d)
of Section 65584 so long as the additional factors do not undermine the objectives listed in
subdivision (d) of Section 65584 and are applied equally across all household income levels
asdescribedinsubdivision (f) of Section 65584 andthe councilofgovernments makesa
finding that the factoris necessary to address significant health and safety conditions.

No other planning factors were adopted by SCAG to review as a specific local planning
factor.
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Affirmatively Furthering Fair Housing (AFFH)

Among a number of changes due to recent RHNA legislation is the inclusion of affirmatively
furthering fair housing (AFFH) as both an addition to the listed State housing objectives of
Government Section 65588 and to the requirements of RHNA methodology as listed in Government
Code Section 65584.04(b) and (c), which includes surveying jurisdictions on AFFH issues and
strategies and developing a regional analysis of findings from the survey.

AFFH Survey
The AFFH survey accompanied the required local planning factor survey and-that was sent to all

SCAG |jurisdictions in mid-March 2019 with a posted due date of May 30, 2019. Ninety (90) of
SCAG’s 197 jurisdictions completed the AFFH survey, though some jurisdictions indicated that
theywouldnot be submittingthe AFFH surveyduetofor variousreasons. Thefullpacketofsurveys
submitted prior to the development of the proposed methodology packet can be downloaded at
www.scag.ca.gov/rhna.

Jurisdictions were asked various questions regarding fair housing issues, strategies and actions.
These questions included:
e Describe demographic trends and patterns in your jurisdiction over the pastten years. Do
any groups experience disproportionate housing needs?
e Towhatextentdothe followingfactorsimpactyour jurisdiction by contributing to
segregated housing patterns or racially or ethnically-concentrated areas of poverty ?
e Towhatextent do the following acts-act as determinants for fair housing and compliance
issues in your jurisdiction?
e Whatare your public outreach strategies to reach disadvantaged communities?
e What steps has your jurisdiction undertaken to overcome historical patterns of segregation
or remove barriers to equal housing opportunity?

The survey questions were based on the U.S. Department of Housing and Urban Development
(HUD) Analysis of Impediments to Fair Housing Choice survey that each jurisdiction, or their
designated local Housing Authority, must submit to HUD to receive Community Development Block
Grant (CDBG) funds. For the AFFH survey, jurisdictions were encouraged to review their HUD-
submitted surveys to obtain data and information that would be useful for submitting the AFFH
survey.

Pursuant to Government Code Section 65584.04(c), the following is an analysis of the survey
results.

Themes

Several demographic themes emerged throughout the SCAG region based on submitted AFFH
surveys. A high number of jurisdictions indicated that their senior populations are increasing and
many indicated that the fixed income typically associated with senior populations might have an
effect on housing affordability. Other jurisdictions have experienced an increase in minority
populations, especially among Latino and Asian groups. There is also atrend of the loss of young
adults (typically younger than 30) and a decrease in the number of families with children in more
suburban locations due to the rise in housing costs.
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Barriers

There was awide variety of barriers reportedinthe AFFH survey, though a number of jurisdictions
indicated they did not have any reportable barriers to fair access to housing. Throughout the SCAG
region,communities of alltypes reportedthatcommunity oppositionto alltypes of housingwas an
impedimentto housing development. Sometimes the opposition occurred in existing lowincome
and minority areas. Some jurisdictions indicated that high opportunity resource areas currently do
nothave alot of affordable housing or Section 8 voucher units, while atthe sametime, these areas
have a fundamental misunderstanding of who affordable housing serves and what affordable
housing buildings actually look like. Based on these responses, it appears that community
opposition to housing, especially affordable housing and the associated stigma with affordable
housing, is a prevalent barrier throughout the SCAG region.

Otherbarrierstoaccesstofairhousing are caused by highland and developmentcosts since they
contribute to very few affordable housing projects being proposed in higher opportunity areas. The
high cost of housing also limits access to fair housing and is a significant contributing factor to
disparities in access to opportunity. Increasing property values were reported across the region and
some jurisdictions indicated that they are occurring in existing affordable neighborhoods and can
contributetogentrificationanddisplacement. Additionally, duringthe economicdownturn,alarge
number of Black and Latino homeowners were disproportionately impacted by predatory lending
practices and therefore entered foreclosure in higher numbers than other populations.

Other barriers reported in the AFFH survey include the lack of funding available to develop housing
after the dissolution of redevelopment agencies in 2012. Moreover, some jurisdictions indicated
that the lack of regional cooperation contributes to segregation.

Strategies to Overcome Barriers

All submitted AFFH surveys indicated that their respective jurisdictions employed at least a few
strategies to overcome barriers to access fair housing. These strategies ranged from local planning
and zoning tools to funding assistance to innovative outreach strategies.

In regard to planning and zoning tools, a number of jurisdictions indicated they have adopted
inclusionary zoning ordinances or an in-lieu fee to increase the number of affordable units within
their jurisdictions. Others have adopted an accessory dwelling unit (ADU) ordinance with
accommodating standards to allow for higher densities in existing single-family zoned
neighborhoods. Afewjurisdictionsindicated thatthey have adopted an unpermitted dwelling unit
(UDU) ordinance, which legalizes unpermitted units instead of removing them provided thatthe
units meet health and safety codes. In addition to ADU and UDU ordinances, some jurisdictions
have also adopted density bonuses, which allows a project to exceed existing density standards if it
meets certain affordability requirements. Some responses in the survey indicate that-the
establishment of some of these tools and standards have reduced community opposition to
projects. In addition, some jurisdictions responded that they have reduced review times for
residential permit approvals and reduced or waived fees associated with affordable housing
development.
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To combat gentrification and displacement, some jurisdictions have established rent-stabilization
ordinances while others have established arent registry so thatthe jurisdiction can monitor rents
and landlord practices. Some jurisdictions have adopted relocation plans and others are actively
seeking to extend affordability covenants for those that are expiring.

Inregardtofunding, SCAG jurisdictions provide awide variety of supporttoincrease the supply of
affordable housing and increase access to fair housing. A number of jurisdictions provide citywide
rental assistance programs for low income households and some indicated thattheir programs
include favorable home purchasing options. Some of these programs also encourage developers to
utilize the local first-time homebuyer assistance program to specifically qualify lower income
applicants.

Otherjurisdictionsindicate thatthey manage housingimprovement programs to ensure thattheir
existing affordable housing stock is well maintained. Some AFFH surveys describe multiple local
multiple-rental assistance programs, including Section 8 Housing Choice vouchers and financial
support of tenant/landlord arbitration or mediation services.

Somejurisdictions indicated thatthey have focused on mobile homes as a way to increase access to
fair housing. There are programs described that assist households that live in dilapidated and
unsafe mobile homesinunpermitted mobile homeparks by allowingthe householdtotradeintheir
mobile homeinexchangeforanewoneinapermitted mobile park. Other programsinclude rental
assistance specifically for households who live in mobile homes.

In regard to community outreach, a large number of jurisdictions in the SCAG region have
established or are seeking to establish innovative partnerships to increase access to fair housing
and reduce existing barriers. Many jurisdictions work with fair housing advocacy groups. such as the
Housing Rights Center, which provide community workshops, counseling, and tenant-landlord
mediation services. Other jurisdictions have established landlord-tenant commissions to resolve
housing disputes and provide services to individuals with limited resources. Some jurisdictions have
partnered with advocacy groups, such as the League of United Latin American Citizens (LULAC), to
hold community-based workshops featuring simultaneous multi-lingual translations. Other
innovative partnerships created by jurisdictions include those with local schools and school districts
and public health institutions to engage disadvantaged groups and provide services to areas with
limited resources.

A large number of jurisdictions have also indicated thatthey have increased their social media
presence to reach more communities. Others have also increased their multi-lingual outreach
efforts to ensure that limited-English proficiency populations have the opportunity to engage in
local fair housingefforts.

Basedonthe AFFH surveys submittedby jurisdictions, whilethereisawide range of barrierstofair

housing opportunities in the SCAG region, there is also a wide range of strategies to help overcome
these barriers at the local level.
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Meeting AFFH Objectives on a Regional Basis
To work towards the objective of AFFH, several benchmarks were reviewed as potential indicators
of increasing access to fair housing and removing barriers that led to historical segregation patterns.

Opportunity Indices

The objectives of affirmatively furthering fair housing are to not only overcome patterns of
segregation, but to also increase access to opportunity for historically marginalized groups,
particularly in racially and ethnically concentrated areas of poverty. In 2015, the U.S. Department of
Housing and Urban Development (HUD) developed a set of indices, known as “Opportunity Indices”.
to help states andjurisdictions identify factors that contribute to fair housing issues in their region
and comply with the federal Fair Housing Act.

HUD created seven (7) neighborhood-level opportunity indices to measure exposure to opportunity
in local communities. All of indices are available at the tract level and can be overlapped to
determine areas that have low areas of opportunity. These indices use a wide variety of sources,
including the American Community Survey, Common Core of Data, Location Affordability Index, and
other established sources.

Index Description

Jobs proximity Quantifies the accessibility of a neighborhood to job locations within
the larger region, with larger employment centers weighted
accordingly

Environmental health | Describes the potential exposure to harmful toxins at the
neighborhood level

Labor market Describes the relative intensity of labor market engagement and

engagement human capital in a neighborhood, using the unemployment rate, labor
force participation rate, and educational attainment

Low poverty Captures poverty in a neighborhood using the poverty rate

Low transportation Estimates the transportation costs for a three-person single-parent

cost family with income at 50 percent of the median income for renters

School proficiency Usesfourth-grade performancetoassessthequalityofanelementary
school in a neighborhood

Transit trips Quantifiesthe numberofpublictransittripstakenannually by athree-

personsingle-parentfamily withincome at50 percent ofthe median
income for renters
Source: Place and Opportunity, Urban Institute, June 2018

Whilethe Opportunity Indices canprovide usefulinformationatthetractlevel, there arelimitations
inusing them to base a RHNA allocation methodology to determine a jurisdiction’s RHNA allocation.
One of the main limitations are-is that scores are based on the level of urbanization within the
census tract, regardless #-of whether a jurisdictions includes several levels of urbanization.
For example, the unincorporated County of Los Angelesis quite large and covers many levels of
urbanizationand thusthe opportunityindexforanumberof censustractsareconsideredruraland
are comparedto other rural parts of the State. At the same time, other census tracts within the
unincorporated area are considered urban and are measured separately from the rural census
tracts. In order to consider the unincorporated County of Los Angeles as one jurisdiction, the
opportunity indices assigned to it must have its own methodology in order to combine them into
one uniform jurisdiction. This
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stuationwould require a special methodology that would not be applied to all jurisdictions, which
may-raises questions about equity on a methodology that was developed outside of the RHNA
methodology.

Forthis reason, SCAG staff does not recommend using the Opportunity Indices to determine the
RHNA methodology. but instead recommends that the Opportunity Indices be used to assess
the results of the proposed methodology. If. for instance, areas that have a high concentration
of poverty as indicated by the Opportunity Index receive a higher concentration of lew-lower-
income housing than higher income jurisdictions as a result of the methodology, it could be
concludedthat the methodology does not meet the objectives of AFFH.

A map of ihe Opportunity Index as an overlay with HQTAs provides a general overview of the
trends from the datasets. A preliminary review suggests that while some HQTAs areas-would be
considered lower resource areas and, thus possibly a higher concentration of poverty, other
HQTA areas are higher resource and may improve access to fair housing. More analysis will be
neededbeforethe draft RHNA methodology is finalized to provide a reasonable conclusion based
on the Opportunity Index and AFFH in the RHNA methodology.

Other prior research have looked at historical RHNA cycle allocations and their relationship to low
incomeareas. PriorRHNAcycles heavilyreliedonlocalinputenhouseholdgrowthasthemain
determining factor for a jurisdiction’s RHNA allocation. While SCAG’s review of the research dataiis
preliminary, the study’s conclusion indicates that past higher RHNA allocations were associated
with eftiesjurisdictions with more residents of color, poverty, and distance from downtown Los
Angeles.

Jobs Housing Fit

Asdiscussedin an earlier sectiononlocal planning factors, the purpose of jobs housingfitisto go
beyond increasing housing near jobs and increase the amount of affordable housing near low wage
jobs. A number of census tracts that have a high index of resources identified by the Opportunity
Index also have a high ratio of low wage jobs to affordable rental housing. This overlap suggests
that existing housing and land use patterns do notfully support AFFH objectives since there is not
enough affordable housing in high resources areas. Many areas that experience high levels of
segregationandpoverty do nothave highratios of jobs housing fit, which also suggests thatthese
areas shoulder much of the affordable housing for low wage jobs located elsewhere.

Similar to the conclusion of the jobs housing fit overview earlier in this document, the most
meaningful interpretation of this analysis is that current housing and land use patterns do not
support the objective of improving jobs housing fit and correlated AFFH objectives. While it is
possible that historical patterns adjusted for other factors, such as proximity to transit, might
mitigate this outcome, aheavy reliance on historical patterns will continue these patterns into the
future despite the objectives of State housing law.
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Methodologies of Other COGs

Because State housing law allows for councils of governments (COGs) to develop and adopt their
own methodology for each RHNA cycle, there is considerable variance among the RHNA
methodologies adopted by COGs in previous RHNA cycles. This section provides ageneral overview
of what the other three major COGs have adopted for the 51" RHNA cycle.

Association of Bay Area Governments (ABAG)

ABAG is the regional COG of the San Francisco Bay Area and covers 109 member jurisdictions,
including nine (9) counties. Their 5" RHNA cycle methodology first looked at the total RHNA
allocation for each jurisdiction before breaking it down further into each income category, and a
complete description is available at https://abag.ca.gov/planning/housingneeds/pdfs/2015-
23 RHNA Plan.pdf.

To determine ajurisdiction’s total RHNA allocation, ABAG’s methodology emphasized connection to
their Sustainable Communities Strategy (SCS), which is a required plan for COGs to integrate land
use andtransportation strategies to achieve California Air Resource Board greenhouse gas emission
reduction targets. Seventy (70) percent of housing needs were distributed to Priority Development
Areas (PDAs), which are highly urbanized areas with good access to transitand self-identified by
jurisdictions and emphasized in SCS development. Additionally, here were several caps placed on
the maximum percentage of growth a jurisdiction could receive in its PDA areas.

The remaining thirty (30) percent of the regional housing need was distributed to non-PDA areas
based on three fair share principles. First, past RHNA performance was considered and jurisdictions
that permitted a high number of affordable housing units in comparison to a prior RHNA cycle
received a lower RHNA allocation. Second, jurisdictions that had a higher number of existing jobs in
non-PDA areas received a higher allocation. Finally, jurisdictions that had higher transit frequency
and coverage received a higher allocation.

Afterdetermining the total allocation, a 175 percent social equity adjustment was applied. Forthe
4" RHNA cycle, ABAG also used the same 175 social equity adjustment.

Sacramento Area Council of Governments (SACOG)

SACOGisthe COG fortwenty-eight (28) jurisdictions, including six (6) counties inthe Sacramento
area. Fortheir 5" RHNA cycle methodology, SACOG focused on the allocation of affordable units.
SACOG’s planis available at https://www.sacog.org/post/regional-housing-needs-allocation.

First, SACOG used a 100% social equity component foracombined category of very low and low
income households, so all jurisdictions were required to meet the regional distribution regardless of
their own existing distribution. The methodology then looked toward achieving regional income
parity inthe year 2050. Using an income distribution trend line to the year 2050, the methodology
assigned lower affordable housing need to jurisdictions that had a higher concentration of lower
income households than the regional distribution and higher affordable housing need to
jurisdictions with alower concentration. Although how the formula was applied was different from
SCAG'’s, SACOG’s methodology’s end result was similarto SCAG’s 5™ cycle in that it used a formula
based on aregional distribution and used household income as the determining factor.
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San Diego Association of Governments (SANDAG)

SANDAG is the COG for the 19 jurisdictions within San Diego County. Their 51" cycle RHNA
methodology appliedthe regionalincome distributionthat was usedintheregional determination
provided by HCD, though several conditions were added to this social equity application. SANDAG’s
methodology is available in Appendix D of:
https://www.sandag.org/uploads/publicationid/publicationid 1661 14392.pdf.

First, housing elements in all jurisdictions were reviewed to ensure that no jurisdiction exceeded 20
dwelling units per acre capacity based on this distribution. This was applied using the “default
density” assumption in State housing law, which allows for jurisdictions to use 20 or 30 dwelling
units per acre (depending on the size of the metropolitan area and jurisdiction) as a proxy for
affordable housing zoningintheir sites and zoning inventory of their housing elementinstead of a
comprehensive analysis of affordability. Five jurisdictions exceeded the 20 dwelling units per acre
capacity, so the excessive units were redistributed to jurisdictions with remaining capacity using an
adjustment of 112%.
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Public Engagement

The development of a comprehensive RHNA methodology requires comprehensive public
engagement. Government Code Section 65584.04(d) requires at least one public hearing to receive
oral and written comments on the proposed methodology, and also requires SCAG to distribute the
proposed methodologyto all jurisdictions and requesting stakeholders, along with publishing the
proposed methodology on the SCAG website.

To maximize public engagement opportunities, SCAG staff will be hosting three scheduled public
workshops to receive verbal and written comment on the proposed RHNA methodology. To
increase participation from individuals and stakeholders that are unable to participate during
regular working hours, one of the public workshops will be held in the evening hours. One of the
workshops will also be held in the Inland Empire. SCAG will also work with its Environmental Justice
Working Group (EJWG) and local stakeholder groups to reach out to their respective contacts in
order to maximize outreach to groups representing low income, minority, and other traditionally
disadvantaged populations. The dates of the workshops will be announced as part of the review
and recommended release for public comment of the proposed RHNA methodology by the CEHD
Committee and Regional Council on August 1, 2019.

Additionally, SCAG is reviewing other types of public engagement beyond traditional public hearing
formats. These outreach opportunities include small group discussions, topic-specific events, and
informal drop-in office hours around the region to increase participation from elected officials,
municipal staff, stakeholders, and the general public. These plans will be included as part of the
proposed RHNA methodology review for public release by the CEHD Committee and Regional
Council on August 1, 2019.
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Attachment

Step by Step Guide to Calculate a Jurisdiction’s Draft RHNA Allocation Based on
Option 1

This sectionwill provide an overview of each step and examples of how Option 1 would be applied
to two cities, City A and City B. Each data point unique to a jurisdiction can be found in the
corresponding labeled columninthe proposed RHNA methodology technical appendix. Forexample,
a jurisdiction’s share of regional populationcan be foundinthe spreadsheettitled “Share of 2019
Population in 2016 HOQTAsPepulatienand-HOQTA”, column F. It is important to note that the
displayed data in the technical appendices are rounded data, so the resulting calculations of
individual jurisdiction RHNA allocations using the PDF documents them-maydifferslightly fromthe

draft RHNA allocationbasedonthefinaladopted RHNA methodology.

Thetwo cities are based ontwo existing SCAG cities. buttheirdatahas beenmodifiedtoillustrate
howthe proposed methodology would affectdifferent jurisdictions. City Ais ajurisdictionthathas
a high concentration of lower income households and 38 percent of its total city acreage is within
an HQTA. City Bis located in a different county and is considered suburban, and does not have any
HQTAs within its boundaries. It has a higher concentration of high income households in
comparisontoitscounty. Forthisexample, City Aand City Bhave the samepopulationof 65,000.

The total regional RHNA allocation, which will include the regional existing and projected need,
along with regional need by income category, will be determined as part of the HCD regional
determination process and is separate from the SCAG methodology process. For purposes of
illustration only, this staff report assumes aregional existing housing need of 250,000 units and a
regional projected need of 425,000 units. However, because the regional determination process will
not conclude until mid to late summer 2019, the final existing and projected needs for the region
might be higher or lower.

Regional existing Distribution
housing need X bas_ed on = 175,000
550.000 populationshare
’ 70%
Distribution
Regional existing based on
housing need X population = 50,000
250,000 within HQTA
20%
Regional existing Distribution
housing need X based pn.share = 25,000
of permitsissued
250,000 10%

Step 1a: Share of Regional Population
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SCAG staff recommends that 70 percent of the regional existing need be assigned based on a
jurisdiction’s share of the January 1, 2019 DOF regional population. Assuming a regional existing need
of 250,000 units, this means that 70 percent, or 175,000 units will be distributed to jurisdictions
based on their share of the 2019 DOF population_estimates. This straightforward distribution
assigns more existing need in areas with larger populations.

The SCAG region has a population of over 18 million people. Because City A and City B have the
same population of 65,000, they both have has-0.35% of the region’s population. Based on this
step, they each will receive 606 units for their share of the regional existing population.

City A
Table: Share of 2019
Population in 2016
HQTAsPopulation-
Hocaloten e Ho b
Column F
SCAGexisting nee d Share of regional City AExistingneedbasedon
based on population X . = . :
share population share of regional population
175,000 X 0.35% = 606
City B
Table: Share of 2019
Population in 2016
HQTAsPeopulation-
Hocaloten e Ho b
Column F
SCAGexisting ne_ed Share of regional City BExistingneedbased on
based on population X lati = h tregional lat
share population share of regional population
175,000 X 0.35% = 606

Step 1b: Share of Regional HQTA Population

The next step involves the consideration of proximity to transit to distribute the remaining 30
percent of the region’s existing housing need. The 20 percent of the regional existing housing need
will be distributed based on a jurisdiction’s share of 2016 regional population within an existing
(2016) HQTA. In this example, this translates to 50,000 units that will be distributed regionally
basedonthisfactor. City Bdoesnothave any HQTAswithinits jurisdiction and will receive 0 units
ofthe 50,000. City Ahasa mix of HQTA and non-HQTA areas. To calculate its share of the
50,000 regional units, the methodology looks at City A’s population within its HQTA areas and
determines its share of the regional population within HQTA areas. It is determined that City A
has 0.37% of the 2016 regional population within an HQTA and will be assigned 183 based on
this step.
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City A

Table: Share of 2019
Population in 2016
HQTAsPopulatien-

ahd-HQTA
Column K

Existing need based on Share of regional City AExistingneedbasedon
share of regional X population within = share of regional population
population HQTA within HQTA

75,000 X 0.37% = 183

City B

Table: Share of 2019
Population in 2016

HQTAsPepulation-
o=l

Column K

SCAG existing need Share of regional City BExistingneedbasedon
based on population X population within = share of regional population
share within HQTA HQTA within HQTA

75,000 X 0.00% = 0

Step 1c: Relative Share of Regional Building Activity

Thethird steptodetermining existingneedforajurisdictionconsiders building permitactivity ofa
jurisdiction since the start of the 4" RHNA cycle (2006) through 2018. Jurisdictions that issue fewer
permits than expected for their population size will receive a higher assignment of existing housing
need. Jurisdictions that issue a higher number of permits issued in comparison to their population
will receive a small or no allocation based on this step.

Inthis example, 10 percent of the regional existing need, or 25,000, is assigned based onrelative
permitting activity. Todetermine eachjurisdiction’s share of this factor, apermitper population
ratio is calculated by dividing the total number of permits issued (column F of the data page
Number of Residential Units Permitted, Construction Industry Research Board) by the jurisdiction’s
2019population(columnE). Theratioisthenappliedtotheregionalratio, whichis 0.026 permits
perpopulation. Theregionalratioisappliedtothejurisdiction’s 2019 populationtodeterminethe
expectednumberofpermitsthatwouldbeissuedbasedonthejurisdiction’spopulationsize. For
this step, City Cis included to illustrate a jurisdiction that has issued more permits in comparison to
its population.
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Table: Table: Table:
Number of Number of Number of
Residential Residential Residential

Units Units Units
Permitted Permitted Permitted
Column E Column G Column H

. Regional Expected
Population Permit per Permits for
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Population Population
Size
City A 71,343 X 0.026 1,828
City B 21,501 X 0.026 3,026
City C 12,707 0.026 1,760
Table: Table: Table:
Number of Number of Number of
Residential Residential Residential
Units Units Units
Permitted Permitted Permitted
Column H Column F Column |
Expected
Permits for Permits Issued Permit
Population ’ (2006-2018) Undersupply
Size
City A 1,828 - 294 1,534
City B 3,026 - 2,550 476
City C 1,760 : 2,072 0 (no
undersupply)

If the jurisdiction has issued fewer permits than is expected using the regional ratio, it is determined
tohaveanundersupply of permits. Theregionaltotal of undersupplyis calculatedby addingeach
jurisdiction’s undersupply, or 137,166. Next, each jurisdiction’s share of the regional total of permit
undersupply is calculated.

Table: Table: Table:

Number of Number of Number of

Residential Residential Residential
Units Units Units

Permitted Permitted Permitted

Column | Cell 1200 Column J

Permit Reglon_al Share of

Undersupply / Permit Undersupply

Undersupply

City A 1,534 / 137,166 1.12%
City B 476 / 137,166 0.35%
City C 0 / 137,166 0.00%
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The share of undersupply is then applied to the ten percent of existing need.

Table:
Number of
Residential
Units
Permitted
Column J
Regional -
Share of existing need Existingneed
X = based on
Undersupply based on L
. - permitactivity
permit activity
City A 1.12% 25,000 280
City B 0.35% 25,000 88
City C 0.00% 25,000 0

To determine a jurisdiction’s existing housing need steps 1a, 1b, and 1c are combined.

Step 1b:
Step 1a: Existing Existing need e ,
need based on based on share Step fc: Emstmg need C'.ty.A
: : based on regional Existing
population of regional . .
: building activity need
share population
within HQTA
606 183 280 1,069
Step 1b:
Step 1a: Existing Existing need e ,
need based on based on share Step 1c: Emstmg need C'.ty. B
: , based on regional Existing
population of regional . .
: building activity need
share population
within HQTA
606 0 88 694
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Step 1d: Social Equity Adjustment for Existing Need
The next step is to calculate income categories for existing housing need and by income category.

A social equity adjustment approach compares a jurisdiction’s distribution for each income category
to the county distribution and then multiplies the difference between the two by a ratio (converted
from the percentage). The adjusted difference is then subtracted from the jurisdictions existing
household income distribution.

Table: Social Table: Social Table: Social
Equity Equity Equity
Adjustments Adjustments Adjustments
Column E/F/G/H Top Table Column I/J/K/L
City A existing County X existing
household . .
Income category . housing 110% adjustment
income N,
o distribution
distribution
Very low 30.1% 26.1% 25.7%
Low 23.2% 15.2% 14.4%
Moderate 17.6% 16.1% 16.0%
Above moderate 29.1% 42.6% 43.9%

Household Income Level Formula to Calculate City A Social Equity Adjustment of 110%

Very Low Income 30.1%-[(30.1%-26.1%)x110%)] =25.7%
Low Income 23.2%-[(23.2%-15.2%)x110%)] =14.4%
Moderate Income 17.6%-[(17.6%-16.1%)x110%] =16.0%
AboveModerateIncome 29.1%-[(29.1%-42.6%)x110%] =43.9%

The same mechanism is then applied to City B. The adjustment results in a different trend since City
B has a lower concentration of lower--income households in comparison to County Y, so it is
required to do a higher percentage of lower—income households than the county after
adjustment.

Social Equity Social Equity Social Equity
Adjustments Adjustments Adjustments
Column E/F/G/H Top Table Column IJ/K/L
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City B existing | County Y existing
household housin .
Income category income distributign/ 110% adjustment
distribution 100% adjustment
Very low 15.8% 24.7% 25.6%
Low 12.2% 16.1% 16.5%
Moderate 16.8% 17.5% 17.5%
Above moderate 55.2% 41.8% 40.4%

To determine three income categories and maintain the same total existing need, the above
moderate income category is redistributed back to the three remaining income categories while
retainingthe same proportions. Forexamplein City A, the 43.9% of above moderate is distributed
amongtheverylow, low, and moderate income categories. Todo so, thefirstthree categories are

summed.
Redistribution Redistribution Redistribution Redistribution
Column | Column J Column K Column M
Total of Three
Very low + Low + Moderate = Categories
City A 25.7% + 14.4% + 16.0% = 56.1%
City B 25.6% + 16.5% + 17.5% = 59.6%

Tomaintainthe sameratiosforthefirstthree categories, eachpercentageisdividedbythetotal of
the three categories. For City A, this is 56.4%.

Household Income Level Formula to Calculate Three Income Categories from Four
City A

Very Low Income 25.7% / 56.1% = 45.8%

Low Income 14.4% / 56.1% = 25.7%

Moderate Income 16.0% / 56.1% = 28.5%

AboveModerateIncome --

Redistribution | Redistribution | Redistribution

Column N Column O Column P
Income Very low Low Moderate Above Total
Distribution moderate
City A:
Adter 110% 45.8% 25.7% 28.5% o 100%
adjustment and
3 categories
City B:
After 110% 42.9% 27.7% 29.4% . 100%
adjustment and
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| 3 categories |

The readjusted category percentages are applied to the total existing need to determine the units

for each category.

Existing housing need City A RHNA allocation (units) | City B RHNA allocation (units)
Very low 459 318

Low 296 178

Moderate 315 198

Above moderate - -

Total 1,069 694

Step 2a: Projected Household Growth

Forpurposes ofillustration, thisreportassumesthatthe regional household growthis determined
to be 425,000. Using local input submitted by City A and City B, the share of regional household
growth for the jurisdictions, e.g., for years 2020-2030, is calculated and applied to the RHNA

regional household growth of 425,000.

Table: Projected
Household Growth
Column K

Regional household
growth

Share ofregional
household growth

City A household growth

425,000

0.12% =

498

Table: Projected
Household
Growth

Column K

Regional household
growth

Share ofregional
household growth

City B household growth

425,000

0.31% =

1,324

While the jurisdictions have the same population, they have reported different responses in
household growth over the same time period. This can be due to different reasons, including
varying market conditions, demand, and building activity. Moreover the household growth
indicated by jurisdictions does not include anticipated income levels of reported future households
andthe projected growth reported from jurisdictions may vary by socioeconomic indicators.

Step 2b: Future Vacancy Need
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To calculate a jurisdiction’s future vacancy need, its proportion of owner-occupied units and renter-
occupied units are determined using American Community Survey (ACS) 2013-2017 data. The
percentages-percentage shares are then applied to the jurisdiction’s projected household
growth from the previous step, which results in the number of projected households that are
predicted to be owner-occupied ewners-and those that are predicted to be rentersrenter—
occupied. This assumes the mix of new households will be the same mix and shares as the
existing housing stock.

Next, two different vacancy rates are applied. SCAG staff recommends using the same percentages
appliedin the regional determination provided by HCD to generate a healthy vacancy market.
For purposes of illustration, this example uses an owner-occupied units rate of 1.5 percent while
using a rate of 5 percent for renter-occupied units.

Thefollowing components to determine future vacancy need can be found in the Appendix using
the following columns:

Component Location

Projected household growth Table: Projected Household Growth
Column J

Percentage of owner-occupied units Table: Vacant Units by Type & Tenure
Column H

Percentage of renter-occupied units Table: Vacant Units by Type & Tenure
Column |

}isting owner and renter .

o Gt

42.4% Owner-Occupied 57.6% Renter-Occupied
\ 4 \ 4
211 units X 1.5% = 3 units 287units X5.0%=15units

&

N\ /

3units + 15units=18units

For City A, there-are-57.6% are renter-occupied households and 42.4% are owner-occupied
households. These percentages are applied to the household growth to indicate that of that
projected growth, 211 arelikelytobe owners and 287 willbe renters. Forthe 211 owner-occupied
households, there will need to be a vacancy rate of 1.5 percent, or 3 units, to support household
growth_and create a healthy vacancy market. Forthe 287 renter-occupied households, there
will need to be a vacancy rate of 5 percent, or 15 units, to
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support household growth and create a healthy vacancy market. These subtotals by tenure
are then addedtogetherto determine City A’s future vacancy need of; 18 units to create a
healthy vacancy market.

The same process is applied to City B. Based on this methodology, City B’s future vacancy needis 35
units.

Existing owner and renter

66.5% Owner-Occupied
=880 of total units

33.5% Renter-Occupied
= 444 of total units

880 units X 1.5% = 13 units 444 units X 5.0% = 22 units

13 units + 22 units = 35 units

Step 2c: ReplacementNeed

SCAG staff recommends that replacement need be calculated using a jurisdiction’s share of the
regional replacement need. Once SCAG receives its regional determination from HCD, SCAG will be
able to apply these percentage shares to each jurisdiction. For illustrative purposes in this example,
the replacementneedforthe regionis 5,000 units. Based on their submitted surveys, City Ahas a
netshare of 0.48% of the regional replacement need while City B has indicated every demolished
unit was replaced, resulting in a 0.0% share. This results in a replacement need of 24 units for City A
and 0 units for City B.

Table: Replacement
Need 2006-2018
Column F

Regional Replacement
Need

Share of regional net
replacement need

= City A replacement need

5,000

0.48%

= 24

Table: Replacement
Need 2006-2018
Column F

Regional Replacement
Need

Share of regional net
replacement need

= City B replacement need

5,000

0.00%

= 0
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After determining each of the projected housing need components, they are combined to
determine a jurisdiction’s projected housing need.

Future City A
Projected Replacement projected
+ vacancy + = :
HH growth need need housing
need
498 + 18 + 24 = 540
City B
Projected Future Replacement projected
+ vacancy + = :
HH growth need need housing
need
1,324 + 35 + 0 = 1,359

The next step is to separate projected housing need into four income categories. To avoid
perpetuating historical patterns of segregation in consideration of AFFH, SCAG staff recommends a
150 percent social equity adjustment to projected housing need.

Jurisdiction < —— Low
N . L a
Projected Housing < | Moderate
Need
I Above moderate

Similar to step 1c, the existing household income distribution is compared to the county distribution
andthenmodified. A 150 percentadjustmentresultsinanoticeably higher differenceinincome
categories for City and City Bincomparisonto their respective county distributionsthana 110
percent adjustment.

Table:. Table: Social Equity Table: Social Equity
Social Equity : ,
. Adjustments Top Adjustments Column
Adjustments Table M/N/O/P
Column E/F/G/H
City A existing County X existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 30.1% 26.1% 24.1%
Low 23.2% 15.2% 11.2%
Moderate 17.6% 16.1 % 15.4%
Above moderate 29.1% 42.6% 49.3%
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City Bexisting County Y existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 15.8% 24.7% 29.1%
Low 12.2% 16.1% 18.0%
Moderate 16.8% 17.5% 17.8%
Above moderate 55.2% 41.8% 35.1%

The social equity-adjusted readjusted-category percentages are applied to the total existing need
to determine the units for each category.

Projected housing need City A RHNA allocation (units) | City B RHNA allocation (units)
Very low 130 396
Low 61 245
Moderate 83 242
Above moderate 266 477
Total 540 1,359

Step 3: Total RHNA Allocation

.ursdict’on Ex’st'ag Meed

| Very low

| Low

Moderate

|
! -

—

Jurisdiczion Frojected Need

Low ‘

Jurisdiction Total RHNA Allceation

| s— |
 E—

Low ‘

Moderate ‘

‘ Above moderate ‘

Moderate ‘

| Above moderate ‘

The final step in-is determining a jurisdiction’s total RHNA allocation by income category. This
is completed by combining the income categories as determined by step 1 and 2. Due to

rounding, there are some differences among the integers.

City A Very low Low Moderate Above Total
moderate

Existing need 459 296 315 - 1,069

Projected need 130 60 83 266 540

Total RHNA 589 356 398 266 1,608

City B Very low Low Moderate Above Total
moderate

Existing need 318 178 198 -- 694

Projected need 396 245 242 477 1,359
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| Total RHNA | 713 423 440 477 2,053 |
Total RHNA Very low Low Moderate Above Total
Allocation moderate
(units)
City A 589 356 398 266 1,608
City B 713 423 440 477 2,053
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There is no quide for option 2
Step by Step Guide to Calculate a Jurisdiction’s Draft RHNA Allocation Based on
Option 3

Option 3 follows a similar process as calculating projected growth in Option 1, except thatituses
share of projected population growth between 2020 and a selected horizon year instead of
interpolated share of household growth between 2021 and 2029. The horizon year will be selected
using the regional number of households that is closest to the regional determination of households
provided by HCD. For example if HCD provides a regional determination of 800,000 units, the
selected horizon year will be 2035 because the regional household growth between 2020 and 2035
is 838,130.

The addition of two other components efin Option 3, future vacancy need and replacement need,
will result in a regional allocation that is more than the regional determination. If Option 3 is
selected, SCAG will normalize the total RHNA allocation for each jurisdiction after the distribution
mechanism is applied so that the total of every jurisdiction’s draft RHNA allocation will equal the
total regional determination provided by HCD.

Step 1a: Projected Household Growth Based on Population Share

Using local input submitted by City A and City B, the share of regional population growth for the
jurisdictions is calculated and applied to the fotal regional housing determination. In this
example, since the horizon year is 2035, the corresponding column is “M” from the “Local
Population and Household Growth” appendix. If the horizonyearis selectedas 2030, column®l”
willbe used. Ifthehorizonyearis selectedas 2045, column “P” will be used.

Table: Local Population
and Household Growth

Column M
Share ofregional
Regional determination | x population growth = City A household growth
(2020-Horizon Year)
800,000 X 0.14% = 910

Table: Local Population
and Household Growth

Column M
Share of regional
Regional determination | x population growth = City B household growth
(2020-Horizon Year)
800,000 X 0.76% = 4,950

Step 1b: Future Vacancy Need
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To calculate a jurisdiction’s future vacancy need, its proportion of owner-occupied units and renter-
occupied units are determined using American Community Survey (ACS) 2013-2017 data. The
percentages shares are then applied to the jurisdiction’s projected household growth from the
previous step, which results in the number of projected households that are predicted to be
owner-occupied ownersandthose that are predicted to be renter-occupieds. This assumes the
mix of new households will be the same mix and shares as the existing housing stock.

Next, two different vacancy rates are applied. SCAG staff recommends using the same percentages
appliedinthe regional determination provided by HCD. For purposes of illustration, this example
uses an owner-occupied units rate of 1.5 percent while-using-and a rate of 5 percent for renter-
occupied units.

The following components to determine future vacancy need can be found in the Appendix using
the following columns:

Component Location

Percentage of owner-occupied units Table: Vacant Units by Type & Tenure
Column H

Percentage of renter-occupied units Table: Vacant Units by Type & Tenure
Column |

For City A, there—are-57.6% are renter-occupied households and 42.4% are owner-occupied
households. These percentages are applied to the household growth to indicate-that-calculate
the efthatprojected growth, 385arelikelytobeownersand 524 willberenters. Forthe 385owner-
occupied households, there will need to be a vacancy rate of 1.5 percent, or 6 units, to support
household growth_and create a healthy vacancy market. For the 524 renter-occupied
households, there will need to be a vacancy rate of 5 percent, or 26 units, to support household
growth_and create a healthy vacancy market. These subtotals by tenure are then added
together to determine City A’s future vacancy need;_of 32 units_to create a healthy vacancy
market.
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City A: 910 Projected HH growth

Evist in g owner an dr ent er

[ 42.4% Owner-Occupied ] [ 57.6% Renter-Occupied ]
=385 of total units = 524 of total units

[ 385 units X 1.5% = 6 units ] [ 524 units X 5.0% = 26 units ]

/

[ 6 units + 26 units = 32 units ]

The same process is applied to City B. Based on this methodology, City B’s future vacancy need is
132 units.

City B: 4,950 Projected HH growth

Exist in g owner and renter

66.5% Owner-Occupied 33.5% Renter-Occupied
=3,292 of total units = 1,658 of total units

[ 3,292 units X 1.5% = 49 units ] [ 1,658 units X 5.0% = 83 units ]

/

[ 49 units + 83 units = 132 units ]

Step 1c: ReplacementNeed
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SCAG staff recommends that replacement need be calculated using a jurisdiction’s share of the
regional replacement need. Once SCAG receives its regional determination from HCD, SCAG will be
able to apply these percentage shares to each jurisdiction. For illustrative purposes in this example,
thereplacement needfortheregionis 5,000 units. Based on their submitted surveys, City Ahas a
netshare of 0.48% of the regional replacement need while City B has indicated every demolished
unit was replaced, resulting in a 0.0% share. This results in a replacement need of 24 units for City A
and 0 units for City B.

Table: Replacement
Need
Column F

Regional Replacement
Need

Share of regional net
replacement need

City A replacement need

5,000

0.48%

24

Table: Replacement
Need
Column F

Regional Replacement
Need

Share of regional net
replacement need

City B replacement need

5,000

0.00%

0

After determining each of the housing need components, they are combined to determine a
jurisdiction’s total RHNA allocation.

Future City A
Projected Replacement projected
+ vacancy + = _
HH growth need housing
need
need
910 + 32 + 24 = 966
City B
Projected Future Replacement projected
+ vacancy + = :
HH growth need housing
need
need
4,950 + 132 + 0 = 5,082

The next step is to separate projected-the total housing need into four income categories. To
avoid perpetuating historical patterns of segregation in consideration of AFFH, SCAG staff
recommends a 150 percent social equity adjustment to prejected-the total housing need.
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Jurisdiction

Projected Housing
Need

A : | ]
p "l 150% social equity —— tow
adjustment | Moderate
l Above moderate

Table:
Social Equity
Adjustments

Column E/F/G/H

Table: Social Equity
Adjustments Top
Table

Table: Social Equity
Adjustments Column
M/N/O/P

City A existing County X existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 30.1% 26.1% 24.1%
Low 23.2% 15.2% 11.2%
Moderate 17.6% 16.1 % 15.4%
Above moderate 29.1% 42.6% 49.3%
City B existing County Y existing housing
Income category | household income distribution/ 100% 150% adjustment
distribution adjustment
Very low 15.8% 24.7% 29.1%
Low 12.2% 16.1% 18.0%
Moderate 16.8% 17.5% 17.8%
Above moderate 55.2% 41.8% 35.1%

The readjusted category percentages are applied to the total existing need to determine the units

for each category.

Projected housing need City A RHNA allocation (units) | City B RHNA allocation (units)
Very low 233 1,479

Low 108 916

Moderate 149 905

Above moderate 476 1,782

Total 966 5,082
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