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September 18, 2020

The Honorable Rex Richardson,

President

Southern California Association of Governments
900 Wilshire Boulevard, Suite 1700

Los Angeles, CA 90017

RE: Request to Reconvene the SCAG President's RHNA Litigation Study Team to Re-
Assess State HCD's RHNA Allocation of 1.34 Million Housing Units to the SCAG Region

Dear President Richardson:

On behalf of the thirty-four cities in Orange County, we, the mayors of each Orange County
city, unanimously and respectfully support the request of our colleague — City of Yorba Linda
Council Member Peggy Huang - that the SCAG President promptly reconvene the SCAG
President's RHNA Litigation Study Team.

We have a deep respect for Council Member Huang and her stewardship of the SCAG RHNA
Subcommittee these past two years. We all agree with Council Member Huang that the starting
point — the 1.34 million RHNA housing units that the State Department of Housing and
Community Development (State HCD) issued for the 6-county SCAG region — must be re-
examinad.

At the September 3, 2020 SCAG Regional Council meeting, Council Member Huang explained
that new and recent housing shortage information has been issued by Freddie Mac, which
states that the housing shortage for the entire State of California, not just the SCAG region, is
820,000 units (Attachment 1: Page 6, February 2020 Freddie Mac Insights Report: “The
Housing Supply Shortage: State of the States.”). Further, the Embarcadero Institute, a non-
proﬁt policy analysis organization, just released a September 2020 Report ~ “Double Counting
in the Latest Housing Needs Assessment” — that questions whether State HCD's use of an
incorrect vacancy rate and double counting has exaggerated the RHNA for the SCAG region,
San Diego, the Bay Area and Sacramento area by more than 900,000 units (Attachment 3).

Clearly, this new and credible data should be explored with the members of the President’s
RHNA Litigation Study Team. It is our hope that upon examination of the new data, that the
President’'s RHNA Litigation Study Team could deliberate on options to require State HCD to:
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1) consider this and other new information from credible agencies;

2) justify how its 1.34 million housing unit determination is defensible in light of the new
information and should be fittingly revised; and,

3) justify how its 1.34 million housing unit determination is consistent with State Statute
provisions.

A prompt assessment of this information, and options to pursue resolution with State HCD,
would be invaluable and timely to SCAG’s member agencies, many of which are currently
exploring appeals of their individual RHNA allocations.

Moreover, if the SCAG President's RHNA Litigation Study Team is reconvened, we would
strongly urge SCAG to revisit the critical issue that State HCD did not follow housing statute,
when it determined SCAG’s 1.34 million housing units need. \We appreciate that SCAG raised
. this concern to State HCD. We object, however, that State HCD has chosen to not adhere to
the provisions of our Government Code, and we have provided a detailed, technical
assessment of such noncompliance in Attachment 2.

We thus respectfully seek your support and follow-through of your verbal commitment to
Council Member Huang, that the President's RHNA Litigation Study Team be reconvened to
undertake this important discussion. We look forward to your response, with the desire that the
RHNA Litigation Study Team be reconvened prior to the next SCAG Regional Council meeting,
October 1, 2020.

With sincere respect and appreciation,

Mike Munzing arry

Sidhu
Mayar Mayor
City of Aliso Viejo City of Anaheim

& | %/ﬁg{’fs; 5
'Marty Simonoﬂ - Fred Smith

Mayor Mayor

City of Brea : City of Buena Park

Katrina Foley Rob Johnson

Mayor Mayor

City of Costa Mesa City of Cypress
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Cheryl Brothers . _ Jennifer Fitzgerald
Mayor ' | Mayor ,
City of Fountain Valley : City of Fullerton

Steven R. Jones ‘ Lyn Semeta

Mayor Mayor
City of Garden Grove City of Huntington Beach

Christina Shea _ Tom Beamish
Mayor * Mayor
City of Irvine ' City of La Habra

Peter Kim ' " Bob Whalen

Mayor Mayor
City of La Palma City of Laguna Beach

Janine Heft Laurie Davies
Mayor _ Mayor

City of Laguna Hills _ City of Laguna Niguel
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Noel Hatch : Neeki Moatazedi
Mayor Mayor
City of Laguna Woods City of Lake Forest

Richérd D. Murphy ‘ Brian Goodell

Mayor , Mayor
City of Los Alamitos City of Mission Viejo
W . ()
. - /
Will O’Neill : Mark A. Murphy
Mayor Mayor
City of Newport Beach City of Orange
Ward Smith Bradley J. McGirr
Mayor Mayor
City of Placentia ~ City of Rancho Santa Margarita

Troy Bourne Miguel A. Pulido ,
Mayor ‘ Mayor L
City of San Juan Capistrano City of Santa Ana ( ;o
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Schelly Sustarsic o David J. Shawver

Mayar Mayor
City of Seal Beach : City of Stanton

Allan Bernstein | Robbie Pitts
Mayor - Mayor
City of Tustin ' City of Villa Park

2.

3.

CcC:

Tri Ta Beth Haney
-Mayor Mayor
City of Westminster City of Yorba Linda
Attachments:
1. Freddie Mac Economic and Housing Research Insight: February 2020

Orange County Technical Analysis: State Government Code Requirements to
Calculate Regional Housing Need
Embarcadero Institute Report: Updated September 2020

Council Member Peggy Huang, City of Yorba Linda and SCAG RHNA Subcommittee Chair
Council Member Trevor O’Neil, Chair, OCCOG Board of Directors

Council Member Wendy Bucknum, Vice-Chair, OCCOG Board of Directors

Mayor Pro Tem Michael Carroll, OC Representative SCAG's RHNA Litigation Study Team
Orange County Representatives on SCAG Policy Committees and Regional Council

Kome Ajise, SCAG Executive Director

Orange County City Managers Association

Orange County Mayors
Marnie O’'Brien Primmer, OCCOG Executiv_e Director

Nate Farnsworth, OCCOG TAC Chair
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ATTACHMENT 1

fa M B g E
FreddieMac

Economic & Housing Research insight

FEBRUARY 2020

The Housing Supply Shortage: State of the States

The United States suffers from a severe housing shortage. In a recent
study, The Major. lenge of Inadequate U.S., Housing Supply, we
estimated that 2.5 million additional housing units will be needed to make
up this shortage. Our earlier study used national statistics, treating the
United States as a single market. What happens when we look closer,
basing the analysis at the state level? |

When we account for state-level varations, the estimatad
housing deficit is even greater in some states because
‘housing 1s a fixed asset. A surpius of housing in one

area can do little to halp faraway places. For example,
vacant homes In Ohlo make fittle difference to the housing
markets n Texas. We estimate that there are currently

29 states that have a housling deficlt, and when we
congldar only these states, the housing shortage grows | consider only these states, the

from 2.5 milllon units to 8.3 millon units, \
4 ‘ housing shortage grows from
2.5 milfion units to 3.3 miflion units.

We estimate that there are
currently 29 states that have a
housing deficit, and when we

Unsurp‘r‘lsingly, the states with the most severe housing
shortage are ‘the states that have recently attempted to
loosen zoning policy regulations. States llke Californla,
Oregen, and others have underteken pollcy action to
address this lssue. Califomia, for examplg, has bean
worklng on chipping away at single-use zoning while Texas has passed a denslty bonus
prograrm, an ordinance which amends the city code by loosaning site restrictions and

promeiing construction of mors Units In affordable and mixed-lncome housing developments.
Oregon-was one of the first states to pass leglsiation to eliminate exclusive single-famlly zoning
In much of the state. The Minneapolis City Council voted to gat Hd of single-farmlly zoning

and sterted allowing residentlal structures with up to three dwelling units in every neighborhood.
We took a deep dive Into the supply/demeand dynamics to analyze state-level vatiations.

@ 2020 Freddie Mac wyw.freddiemac.com
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Accounting for housirig suppiy/demand conditions

To estimate housing gupply, we rely on U.S. Census Bureau estimates of the total number of housing
units-In each state. Theae estimates include single-famlly homes, apartments, and manufactured
housing. We compiare supply to our estimates of hiousing demand. We first focus on stailc estimates
of housing dernand, and then we consider the impact of Interstate migration.

Qur éétimate of housing demand relles on two components. First, we need an eatimate of fong-term
vacanay rates { v *). Second, we nead an estimate of the target number of householda { A* ).
The sstimates of v* and h* glve an estimate of housing demand {k*) using the formula;

h* '
- Eq(1)

=
1

Vacancy rates

“As we discussed in our earlier gisdy, for the housing market to function smoothly, year-round vacant

uniter are needed. Vacancy rates are often used to track the vitallty of the houslng market. Toa high
of a vacancy rate reflects a morlbund market, while 100 low of a rate means demand Is outstripping
supply. Our previous ressarch estimated the average U.8, vacancy rate to be around 13%.

For long-tarm vacancy rates (v*), we use historlcal estimates of vacency rates In each state as
well ag the shats of the state' in the hausing stock to obtaln the state weight. We compute the
walghted average national vacancy rate for the U.8. and then estimate the deviation of the state

:vacancy rate from the average national vacancy rate {see Appendix 1.1 for a detalled methodology).

We use sach staie's average from 1670 to 2000 ae the estimate for V¥ because this was the

period before the boom and the bust In the housing market began. Histotlcal vacancy rates vary
dramatlcally by state. States (ke Vermont and Maine tend 1o have high vacancy rates because a
large fraction of the housing stock serves as vacation/second homes. On the other hand, states

like California tend to have very low vacancy rates.

1 Thetarget number of houssholds ls the number of unconstrained houssholds that would have formed If househelda gtal
not face any consiraints releted to housing costs,

February 2020 a
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It is interésting to compare each state's long-term vacancy rate (v ¥) to recent estimates ().

This measure estimates the number of housing units needed fo close the gap betwean the
current vacancy rate and long-term average rates. Exhiblt 1 shows the difference betwsesn the
pstimated vacancy rate In 2018 and the long-term vacancy rate for each state. States like Oregon,

Callfarria, and
Minnesota have much
lower qurrent vacangy
rated comparad to thiir
historlcal averages,
-while states llke West
Virginia, Alabarra, North
Dakota,-and Ohio have
‘witnessed an increase
In the vacanoy rates as
the populations of thess
states have decrsased.

D T T T S L e

_ Exhlbit1

Différencé between 2018 vacancy rate and historical vacancy rate

States that are losing (gaining) population have high {low) vacancy rates.

T 700

B <300
=300 t0 0.00
- 00010 3.00
>3.00

Souroe: Authot's caleulations bassd on CPS, HVS, and Moody's Analytios estimated data.

February 2020
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Economic & Housing Research insight

Qur previous researgh has shown that high housing costs have constrained housshold formation.
Thase high housing costs have hit the Mlllennial generation particularly hard, Te overcome these
cost barrlers, soeme young adults have turned 1o shared lving arrangementis, Others have moved
back hame with parents, As a result, there are more than 400,000 missing houssholds headed by
26- to 34-ysar-olds (houssholds that would have formad except for higher housing costs),

While high housing costs have hit young adults hardest, they have gffected all age groups.

if housing costs were lower, more households would form, We use our mods| estmates of the
number of houssholds raduced due to unusually high housing costs and add them back.

We do this for each age group (see Appendix 1.2 for more details,) '

Due to different age
profiles, the share

of missing Households
varles by state.

Exhibit 2 plots the share
‘of missing households

due to housing costs for
éach state. In general,
states with rélatively
lowar vacangy rates -
haye praportionally more
missing hougsholds,

Bxibit2 |

Missing households due to high housing costs (millions)

States with relatively lowar (higher} vacancy rates have proportionally more {fewer)
missing heugeholds,

0,02 to 0.00

0.04 to -0.02
~0.06 1o -0.04
-0.08 to -0.08

Source: Author's calculations based on Amarican Gommunity Survey data,

February 2020
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Static estimate of housing deficit

‘Wa combine our targat vacancy rate and target houssholds to estimate houslng demand.

Subtracting our estimated housing demend from the Census estimate of housing supply gives us

ihe estimated hausing deficit. Exhibit 3 shows our results by state.

As a parcent of the
housing stock, the state
housing supply deficit
vérigs from -7 to 10%.
Excluding the Distriot

-of Columbla, Oregon
kias the largest deficit
(nearly 9%) followsd by
Gallfornla. {reatly 6%).*
8ome states havea
negative defloit, meaning
they are oversupplied.
According to our
estimdte, 21 gtates are
ovarsupplied, the largast
heing West Virginla,

at more than 7%.

Exhibits =

Housing stock deficit as proportion of é state’s housing stock {static 7

estimate not considering interstate migration flows)

A static view suggests that 20 states have a housing undersupply.

Source; Author's caloulations,

2 The District of Colurabia had the highest deficit as a share of the existing housing stock at 8.7%.

%-50
B4 5.0ta 0.00
B 0.00105.00

Fabruary 2020
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Impact of migration on the housing deficit of the states

White houses stay.In place, people do not. Jolo growth attracts In-migrants, while a dearth
of epportynity drives aut-migration. High housing costs also contribute to migration patterns.
When the rents get too hlgh, people mave away, This dynamic can impegt our estimatas.

' 32 But history suggesta that Oallforma 8 shortage may be overestlmated If
iriterstate. mi gration Is consldered. For mora than four decades, California’s state’ population has
grbwits, ‘bui this increase has been driven primarliy by International migration. High housing costs
‘havis driven many U.S. citizens and heusehaolds out of Callfornia, driving housing demand highar
in-thelr destination states.

A robust model of Exhlblt 4
domestio rmigration flows
behireen states is beyond
the scope of this study.

Housing stock deficit as pmpmrtmn of siale’s houalng s’mck
{dynamic estinvate considering intarstate migration flows)

e e m e mm e e

But we can approximata A dynamic view indicates that some states’ deficlt is overastimatad, like California,
how migration may affect while othars’ is underestimated, like Texas. Some states, like Michigan, move from

our éstimates. We can & deficlt to a surplus.
use the histarical average
of siate-fo-state migration

future'flows. §f the fulure
interstate migration

flows since 2001, we
can create & rough, but
useful approximation
{Exhibit 4). .

—a

Sourae: Author's caloulations,

8 We usad the average net mlgjratlon flows betwesn states frorn 2007 to 2017 for the past flows,

February 2020
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Economic & Housing Research insight

For example, when congidering migration flows, the estimated housing demand in Michigan
changes from deficlt to surplus; Ohio's surplus Increases; and Florida’s deficit Increases (seo
Appendix 1.3 for detalls an our estimafion method).

Glven the severity of the problem, states have started addressing the lssue of supply shortages by
taking legisldtive action. Some of these states such as Califomia, Oregon, Minnesota, and North
Carolina have passed legislation to eliminate exclusive single-family zonlng. Removing these zoning
restrictions will provide bullders with the flexibllity to build a range of housing options which could
help alleviate some of the shortage.

Conclusion
A shortage of housing remains a major issue for the Unlted States. Years of underbuilding hags
created a large deficlt, particularly for states with sirong econormies that have attracted a fot of

paople froi other states. The issue of underaupply will be further exacerbated as Millennlals and
younger genatations enter the housing markets, especially as houslng costs become merg favorable.

Dynamic estimates suggest that contrary to expectations, It lsn't only the larger states that have
8 higher housing supply shortage. Some of the smaller states, which have been attracting a lot of £
migrants from other states, also need to bulld mars housing unlts to accommodate the needs of k

thelr growing population.

February 2020
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Appendix

1.1 Vacancy rate calculations

We galculate the vacancy rate based on the historlcal vacancy rate. For this purposs, we obtaln
the historlcal vacancy rates by state from Moody's analyties for the period from 1970 to 2000* and
.estimate the average vacancy rate for this perlod for each stale.

VR, =average(VR,) -for 1970-2000,
where [ Is the stata.

We then obtain the housing stock information by state from the Housing Stock (HVS) {'000s)
1.8, Census Bureau (BOC) Housing Vacancles and Homeownership-Table 8-Quarterly Estimatas
of the Housing inventory. From these data, the share of the stata In the total housing stock Is
calculated to get the state welghts.
W, = K,

! _———

EfKi

The sum product of the vacanhcy rate of the stata and the state’s welght in the housing stock gives
us the U:S. avaragé vacancy rate.

U.8. average vacancy rate: VR=X VR *w

We then compute the diffarence betwesn the state vacancy rate and the average U.S, vacancy rate
tb sea how far away tha state Is from the U.S. average.

D, =VR -VR.

This gjeviatlon for the states Is then applied to the long-run vacancy rate for the United States
fwhich we estimated earller to be 13%) to get the state-wise vacancy rate.

State-wise Vacancy Rate = 13% + DI for each state.

1.2 Estimating target househelds

We obtaln the headshlp rates” for tha year 2018 by state and by age for all the 50 states and District
of Columbia.? Wa then estimate target households using this headship rate and addlng back housing

4 Datals ava!lable from '1970 Q2 onward, We estlmats the averaga for the perlod up 1o 2000:Q4, Thls corrasponds tothe
perloc bafore the boom and bust in tha Rousing market began.

5 Headsfilp Rate = Number of Hagd of Housaholds/Total Households.

6 Data source: Currant Population Survey-Arnual Soclal and Economic Supplomant (CPS-ASEC) using the Integralad

Fublic Usa Microdata Series (IPUMS) (Steven Ruggles, Sarah Flood, Renald Goeken, Joslah Grover, Ern Mayer, Jose

Pacas snd Matthew Sobak. IFUMS USA: Version 8.0 [dataseft} Minneapoils, MN: IPUMS, 2019))

February 2020
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Economic & Housing Research insight

costs assuming that housing costs become more favorable for household formation.
The target headship rate would be '

"
hr, i hr;:l, 2018) T Fihousing costs, ) *

‘Woe then use this targst headshlp rate and the population by five-year age buckets to compute
the heugeholds in each state.

#_“ L * s .
hh, =Zbr,, ™ pop,
vwhere i Is the state and J is the five-year age buckets.

The product of headship rate and population by age gives the households by age group.
Summing It up over all tha ages gives the total houssholds in the state/

1.3 Domestic migration flows between states

For the-pstimatg of the states' share of the deflcit, we need to obtain the share of the migration flows
batween states by aga. To get detalled age-wisa distribution of population, we use the AGS data
from 2001 to 2017, We obtain the population by age and by state for thase years. We identify people
who had a different state of residence from a year ago, which indicates that they migrated

to a different state. We then get estimatés of the In-migrants and out-migrants by state and age.

We-then estimate the: net domestic migrants for each state as thg dlfference between the In-migrants
and olt-migrants.

NM;,; =1, -0,
where i ls the stats, ] is the five-yaar age buckets, | s the In-milgrants, and @ Is the outmigrants.

To gstimate.the.net outmigrants from states that have a NM <0, we obtain the Moody's historical
nat domestic migration data. We then apply these shares by state and age to the net migration data
for 2018 to abtain the number of paople leaving a state by the five-year age bucket.

\ NM ,
AF:' = .. *'Pm
Jf votit 2‘1 / N M! J 4

k]

whera Pf,],out Is the total change In poputation (net cut-migrants) for states that have net outmigration,

7 .Thesa houssholds would be based on the Current Popuiation survey {CPS). To make them conslatent with astimates of
housing supply from HVS, we adply a multiplier to this gap that Is preportional to the gap between the CPS-ASEG and
HVS houashold counts. The GPS-ASEC hausehold estimate for 2018 was 127.8 million, The HVS estimate for that year
was 121.3 milllon. We deflale our target households by & factor equal to 124.3M127.6, or 0.86. ‘

Febryary 2020 ' g
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NM, ; |8 the net out-migrants by age grouip and state,
ENM,J i the sum of the total out-migrants for the state, and
Pm ; 18 the histarlcal net domestic migration data from Moody.

The ratio of NM JZNM gives the share of the five-year ags group In the iotal out-migrants from
the state,

This pool of out-migrants { P;j ;w) Is then divided among the In-migrating states, glven that the nat
flows for the country are O, -

Wa distribute thess migrants according to the share of the state In the total in-migrants as well as by
the share of the age group in the total in-migrants to the state.

AP, =SI*SA *AP

[Ij!m i';j.ﬂuf

.where APL, , 18 the In-migrants to the state | from the outmigrants pool,

51 is the'share of the state in total In-migrants,

SA is the share of the five-year age buckst In the fotal In-migrants, and

AP s the total out-migrants.

ij,out

The.population of each state Is then adjusted according te the change in the
population estimated above, '

Population, =P, +AP,, . if NM<0.

I.j.out

=Pf,]'+AP"J'm lf' NM‘(O;

The households are then computed based on this adjusted population for each staie by applying
the headship rates by age group. Then the housing stock Is estimated as par equation (1),

February 2020 10
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#repared by the Economic & Housing Research group

8am Khater, Chlef Econormlst
Len Klsfel; Deputy Chlsf Economist
Venkataramana Yanarmanidra, Macro Housing Economics Sartior

wwwireddismec.comffinance

Opinions, ‘estimates, forecasts, and other views contalned in this document are those of
Freddis Mac's Economic & Housing Research group, do not necessarlly represent the views
of Freddie Mac or its management, and should not be construed as Indicating Freddle Mac's
buslness prospects or expectad results. Although the Economilc & Housing Research group
atternpts to provide religble, useful information, it does not guarantea that the information or
pther content in this document is accurate, current or suitable for any particular purpose.

All content Is subject to change without notles. All content is provided on an “as Is" basis,
with no-warranties of any kind whatsosver, Information from this document may be used
with proper atiribution. Alteration of this document or its content is striclly prohibited,

© 2020 by Freddle Mac. (
. o

© 2020 Freddle Mac www freddieman.com
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ATTACHMENT 2

Orange County Technical Analysis of SCAG’s Regional Determination from HCD

Government Code Section 65584.01(a) states: “If the total regional population forecast for the
projection year, developed by the council of governments and used for the preparation of the regional
transportation plan, is within a range of 1.5 percent of the total regional population forecast for the
projection year by the Department of Finance, then the population forecast developed by the council of
governments shall be the basis from which the department determines the existing and projected need
for housing in the region....”.

As outlined in SCAG’s September 18, 2019 objection letter to the California Department of Housing and
Community Development {HCD} (see Exhibit B), SCAG’s regional population forecast for its Regional
Transportation Plan {RTP} differs from the State Department of Finance (DOF) projection by 1.32%,
which falls within the statutory range of 1.5% outlined in state law. Therefore, by statute, the regional
determination should be based on SCAG’s population projections. ‘

However, HCD's October 15, 2019 response letter to SCAG (see Exhibit C) cites two reasons for not using
SCAG's total regional population forecast:

1) The total household projection from SCAG is 1.96% lower than DOF's household projection.
2} The age cohort of under 15-year old persons from SCAG’s population projections differ from
DOF’s projections by 15.8%.

A careful reading of Government Code Section 65584.01(a) demonstrates that HCD's interpretation and
rejection of the use of SCAG's regional population forecast is incorrect for the following two reasons:

1) The law clearly states that that the 1.5% range is based on the total regionai population forecast
and not the regional household projection forecast.

2) The law clearly states that the 1.5% range is based on the total regional population forecast and
not on age-cohort population forecasts. ' ‘

While Government Code 65584.071 provides a significant level of discretion to HCD over many of the
factors used for the regional determination [i.e., vacancy adjustments, overcrowding rates, replacement’
adjustments, cost-hurdened adjustments, etc.), this one issue is clearly written into the law without any
discretion from HCD. Therefore, even though we support all of the arguments SCAG outlined in their
September 18, 2019 objection letter, we also recognize that state law grants HCD the final
determination for those specific factors. However, there is no discretion in HCD's decision to ignore
SCAG’s regional population forecast. Had HCD adhered to Government Code 65584.01{a), we estimate
that the regionat determination should have been at least approximately 133,000 housing units lower
(see Exhibit A}, or no more than approximately 1.2 million housing units. '

We would hope that HCD would reconsider the other SCAG’s recommendations as noted in their
September 18, 2020 objection letter, especially in light of the change In circumstances related to the
current COVID-19 pandemic, as well as the recent studies and reports stating that California’s statewide
housing shartfall is significantly lower than even SCAG’s entire RHNA obligation.
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EXHIBIT A
Exhibit A ( )
o "
1 {Population: Oct 1, 2029 (SCAG 2020 RTP/SCS Forcoast) | 20,725,878
2 | - Less Group Quariers Population (SCAG 2020 RTP/SCS Forecast) -327,879
3 |TTousehold(HHY tioft;:C [ i 20,397,998
SCAG Projected )
HH Population Hewdship rate - Projected
Household Formation Groups see Table 2 Households
20,397,998 6,668,498 e
under 15 years 3,812,391 /4
15«24 years 2,042,548 147,005 )
25 - 34 years 2,847,526 864,349
35 - 44 years 2,821 442 1,304,658
45 - 54 yoars 2,430,776 1,243,288
55 - 64 years 2,182,421 1,116,479
65 <74 yenrs 1,883,181 1,015,576
75 « B4 years 1,147,232 637415 e
85+ 590,480 339,727 ) o
4 FEry DIgdir f ; ' e S 5 2
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EXHIBIT B

September 18, 2019

Mr. Doug McCauley

Acting Director '

Housing & Community Development (HCD)
2020 W. El Camino Ave.

Sacramento, CA 95833

Subject;: SCAG’s Objection to HCD’s Regional Housing Need
Determination

Dear Mr. McCauley,

This letter represents the Southern California Association of Governments
(SCAG)’s formal objection to HCI’s Regional Housing Need
Determination as submitted to SCAG on August 22, 2019 and is made in
accordance with Government Code Section 65584.01(c)(2)(A) and (B). At
the outset, please know that SCAG is fully aware that the State of California
is in the midst of a housing crisis and that resolving this crisis requires strong
partnerships with state, reglonal and local entities in addition to private and
non-profit sectors.

As such, SCAG desires to be an active and constructive partner with the State
and HCD on solving our current-housing crisis, and this objection should not
suggest otherwise. We are in fact currently setting up a housing program that
will assist our local jurisdictions on activities and policies that will lead to
actual housing unit construction.

In the context of the 6" cycle Regional Housing Needs Assessment (RHINA)
process, SCAG appreciates the collaberation with HCD as reflected in the
numerous consultation sessions on the regional determination and other staff
engagement on housing issues with the objective of making RHNA a
meaningful step toward addressing our housing erisis,

As you are aware, HCD transmitted its Regional Housing Needs
Determination of 1,344,740 units for the SCAG region last month, This
number reflects the housing units that local jurisdictions in the region must
plan for during the 8-year period from October 2021 o October 2029, At
the September 5, 2019 meeting, SCAG Regional Council authorized staff to
file an objection to IICD on regional housing need determination pursuant
to Government Code Section 65584.01(c).
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I would like to note that SCAG’s objection focuses on the process and adherence to state housing
law requirements and not necessarily to the regional housing need determination number, The
ultimate aim of this objection, as discussed at length by the Regional Council, is to ensure the most
technically and legally credible basis for a regional determination so that the 197 local
Jurisdictions in the SCAG region can approach the. difficult task of zoning to accommodate
regional needs with the backing of the most robust and realistic target that i possible.

One of our major concerns is that HCD did not base its determination on SCAG’s RTP/SCS
Growth Forecast, which was inconsistent with Government Code 65584.01(c)(2)(A). Another
major concern is that pursuant to Government Code 65584.01(c) (2) (B), HCD’s determination of
housing need in the SCAG region is not a reasonable application of the methodology and
assumptions described in statute. Specifically, HCD compared household overcrowding and cost-
burden rates in the SCAG region to national averages rather than to rates in comparable regions as
statutorily required. These and two additional basis for objections are described in detail in the
section below which also includes a deduction for household growth on tribal land and a concern
that the vacancy rate standards used by HCD are not substantiated by data, analysis, or literature.
~ In addition, the attached EXCEL worksheet and technical documentation contain SCAG’s
alternative proposed 6th cycle RENA. determination, which would consist of a range of total
.“housing unit need between 823,808 and 920,772.

BASIS FOR SCAG OBJECTION
Use of SCAG’s Population Forecast -

HCD did not base its determination on SCAG’s RTP/SCS Growth Forecast, which was provided
in the original consultation package and via follow-up email to HCD. Government Code
© 65584.01(a) indicates [emphasis added]:

“(a) The depariment’s determination shall be based upon population projections produced by the
Department of Finance and vegional population forecasts used ‘in preparing regional
transportation plans, in consultation with each council of governmenis. If the total regional
population forecast for the projection year, developed by the council of governments and used
for the preparation of the regional transportation plan, is within a range of 1.5 percent of the
total regional population forecast for the projection year by the Department of Finance, then
the population forecast developed by the council of governments shall be the basis from which
the department determines the existing and projected need for housing in the region. If the
difference between the total population projected by the council of governmenis and the total
population profected for the region by the Department of Finance is greater than 1.5 percent, then
the department and the council of governments shall meet to discuss variances in methodology
used for population projections and seek agreement on a population projection for the region to
be used as a basis for determining the existing and projected housing need for the region. If no
agreement is reached, then the population projection for the region shall be the population
projection for the region prepared by the Department of Finance as may be modified by the
department as a result of discussions with the council of governments.”
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SCAG projects total regional population to grow to 20,725,878 by October, 2029. SCAG’s
projection differs from Department of Finance (DOF) projection of 20,689,591, which was issued
by DOF in May, 2018, by 0.18%. The total population provided in HCD’s determination is
20,455,353, reflecting an updated DOF projection, diffets from SCAG’s projection by 1.32%. As
SCAG’s total projection is within the statutory tolerance of 1.5%, accordingly HCD is. to use
SCAG’s population forecast.

While HCD has emphasized that consistency in approach to the 6 cycle RHNA across regions is
a priority, deference to the Council of Governments’ forecast as specified in statute is an important
aspect of regional planning. Federal requirements for SCAG’s Regional Transportation Plan
necessitate a forecast of population, households, and employment for evaluating fature land use
patterns and measuring future travel demand as well as air quality conformity under the federal
Clean Air Act. In addition, under SB 375, the State requires SCAG to develop a Sustainable
Communities Strategy which is a coordination of transportation and land use in the regional
planning process to achieve State’s climate goals. Both federal and State requirements are
predicated on SCAG’s forecast of population, households and employment.

- As a result, SCAG has a long-established and well-respected process for producing a balanced
forecast of population, households, and employment for the region, the details of which can be
found in each Regional Transportation Plan (e.g.
http:/scagrtpses.net/Documents/2016/final/f201 6RTPSCS_DemographicsGrowthForecast.pdf).
SCAG’s quadrennial growth forecast begins with a consensus on appropriate assumptions of
fertility, migration, immigration, household formation, and job growth by a panel of state and
regional experts including members of DOF’s Demographic Research Unit. In addition, SCAG
co-hosts an annual demographic workshop with the University of Southern California to keep state
and regional experts and stakeholders appraised of demographic and economic trends
(hitps://www.scag.ca.gov/calendar/Pages/Demographic Workshop.aspx).

SCAG places a high priority on generating its own forecasts of population, households, and
employment and ensuring the highest possible degree of consistency and integrity of its projections
for transportation, land use, and housing planning purposes.

Use of Comparable Regions

Pursuant to Government Code 65584.01(c)(2)(B), HCD’s determination of housing need in the
SCAG region is not a reasonable application of the methodology and assumptions described in
statute. Specifically, HCD compared household overcrowding and cost-burden rates in the SCAG
region to national averages rather than to rates in comparable regions as statutorily required.

SCAG’s initial consultation package provided an approach using comparableé regions to evaluate
household overcrowding SCAG staff met with HCD staff in-person in both Los Angeles and
Sacramento to discuss adjustment criteria and how to define a compatable region to Southern
California, as our region’s size precludes a straightforward comparison. At the direction of HCD,
SCAG staff refined its methodology for identifying comparable regions and provided a state-of-
the-practice analysis supported by recent demographic and economic literature which determined
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that the most approptiate comparison to the SCAG region would be an evaluation against the San
Jose, New York, San Francisco, Miami, Seattle, Chicago, San Diego, Washington D.C., Houston,
and Dallas metropolitan areas. Despite this collaboration on the subject between HCD and SCAG,
HCD elected to reject this approach and instead vsed national average statistics, which include
small metropolitan areas and rural areas having little in common with Southetn California.

HCD’s choice to use national averages:

o s inconsistent with the statutory language of SB 828, which added the comparable region
standard to RHNA law in order to improve the technical robustness of measures of housing
need. '

e Is inconsistent with empirical data as economic and demographic characteristics differ
dramatically based on regional size and context. For comparison, the median-sized
metropolitan region in the country is Fargo, North Dakota with a population of 207,500. That
is not a meaningful basis of comparison for the nation’s largest MPO.

e Is inconsistent with HCD's own internal practice for the 6 cycle of RHENA. The regional need
determination for the Sacramento Area Council of Governments (SACOG), issued on July 18,
2019, was the first 6™ cycle RINA determination following SB 828’s inclusion of the

comparable region standard. During their consultation process with HCD, SACOG also -

produced a robust technical analysis to identify comparable regions for the purposes of using
overcrowding and cost-burden statistics to determine regional housing needs. However,
HCD’s final determination for SACOG used this analysis while the SCAG region was held to
a different and less reasonable standard. ' '

]

Improved Vacancy Rate Comparison

HCD seemingly uses unrealistic comparison points to evaluate healthy.market vacancy, which is

also an unreasonable application of the methodology and assumptions described in statute. While

SB 828 specifies a vacancy rate for a healthy rental housing market as no less than 5 percent,
healthy market vacancy rates for for-sale housing are not specified. HCD’s practice is to compare
actual, ACS vacancy rates for the region versus a 5 percent total vacancy rate (i.e. owner and renter
markets combined).

During the consultation process, SCAG discussed this matter with HCD staff and provided several
poinis of comparison including historical data, planning standards, and comparisons with other
regions. In addition, SCAG staff illustrated that given tenure shares in the SCAG region, HCD’s
suggestion of a 5 percent total vacancy rate is mathematically equivalent to an 8 percent rental
market vacancy rate plus a 2.25 percent for-sale housing vacancy rate. However, in major
metropolitan regions, vacancy rates this high are rarely experienced outside of severe economic

recessions such as the recent, housing market-driven Great Recession, Given the region’s current -

housing shortage, the high volume of vacant units envisioned in HCD’s planning target would be
tapidly absorbed, making it an unrealistic standard.
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SCAG statf’s original suggestion of 5 percent rental vacancy and 1.5 percent for-sale vacancy
(resulting in a 3.17 percent total vacancy rate based on current tenure shares) is in fact higher than
the observed rate in the comparable regions defined above. It is also above Federal Housing
Authority standards for regions experiencing slow or modetate population growth, It is also above
the very liberal standard of 6 percent for for-rent housing and 2 percent for for-sale housing
suggested by the California Office of Planning and Research (equivalent to 3.90 percent total
vacancy based on SCAG tenure shargé) which would also be a more reasonable application of the
methodology.!

Additional Considerations

In addition to the three key points above, SCAG’s proposed alternative includes several other
corrections to technical shortcomings in HCD’s analysis of regional housing needs,

1. HCD’s evaluation of replacement need is based on an arbitrary intetnal standard of 0.5 percent
to 5.0 percent of total housing units. 2010-2019 demolition data provided by DOF suggest that
over an 8.25-year period, it is reasonable to expect that 0.14 percent of the region’s total
housing units will be demolished, but not replaced. This would form the basis of a more
reasonable housing needs determination, as DOF’s survey represents the most comprehensive
and robust data available.

2. Anticipated household growth on tribal land was not excluded from the regional determination
as indicated in the consultation package and follow-up communications. Tribal entities within

the SCAG region have repeatedly requested that this estimate be excluded from the RHNA.

process entirely since as sovereign nations, state law does not apply. SCAG’s proposed
approach is to subtract estimates of household growth on tribal land from the regional
determination and ensure that these figures are alsoe excluded from local jurisdictions’ annual
progress reports (APRs) of new unit construction to HCD during the 6" cycle.

3. A refinement to the adjustment for cost burden would yield a more reasonable determination
of regional housing needs., SCAG has repeatedly emphasized the shortcomings of and overlap
across various ACS-based measures of housing need. Furthermore, the relationship between
new unit construction and cost burden is poorly understood (i.e., what will be the impact of
new units on cost, and by extension, cost-burden). Nonetheless, SCAG recognizes that the
region’s cost burden exceeds that of comparable regions and proposes one modification to
HCD’s methodology, which currently considers cost burden separately by lower and higher
income categories.

While housing security is dependent on income, it is also heavily dependent on tenure. While
spending above 30 percent of gross income on housing for renters can reflect true housing
insecurity, spending above this threshold for owners is substantially less problematic. This is
particularly true for higher income homeowners, who generally benefit from housing shortages
as it results in home value appreciation. Thus, a more reasonable application of cost burden

I See Nelson, AC. (2004), Planner's Estimating Guide Projecting Land-Use and Fuciliiy Needs. Planners Press,
American Planning Association, Chicago. P, 25,
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statistics would exclude cost-burden experienced by moderate and above-moderate owner
houscholds and instead make an adjustment based on three of the four income and tenute
combinations: lower-income renters, higher-income renters, and lower-income ownets.

. From our review, HCD’s data and use of data is not current. In large metropolitan regions,
there is no reasonable basis for using 5-year ACS data, which reflects average conditions from
2013 to 2017, For cost-burden adjustments, HCD relies on 2011-2015 CHAS data. By the
beginning of the 6™ cycle of RHNA, some of the social conditions upon which the
determination is based will be eight years old.

During the consultation process, SCAG staff provided HCD with Excel-version data of all
inputs needed to replicate their methodology using ACS 2017 1-year data (the most recent
available); however, this was not used. The Census bureau is scheduled to release ACS 2018
1-year data on September 26, 2019. SCAG staff would support replicating the saine analysis,
" but substituting 2018 data when it becomes available in order to ensure the most accurate
estimates in planning for the region’s future,

Finally, given that the manner and otder in which modifications are made affects the total housing
need, the attachments demonstrate two aliernatives with varying interpretations of three of the
above points (see boldface, red text in attachments):

- Vacancy rate comparison — SCAG’s originally proposed values versus an alternative which
emerged from the consultation process

- Replacement need — DOF survey value versus HCI)’s current practice

- Cost burden measure — whether or not to include higher-income homeowners in this

adjustment

We appreciate your careful consideration of this objection. REINA is a complex process and we

recognize the difficult positions that both SCAG and HCD are in but are hopeful that our agencies
can reach a reasonable conclusion with respect to the regional need determination. Please contact

me if you have questions. I look forward to continuing our close partnership to address the housing

crisis in our state,

Sincerely,-

Kome Ajise
Executive Director

Attachments

1, SCAG Alternative Determination
2. Excel version: SCAG Alternative Determination and supporting data
3. HCD Letter on Rogional Need Determination, August 22, 2019
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Aftachment 1
SCAG Alternative Determinaiion

Years)

2 |Population: Oct 1, 2029 (SCAG 2020 RTP/SCS Forecast) | 26,725,878
| 3 | ' Jation (SCAG 2020 RTFP/SCS Forecast) -327,879
1 4 | chold - 20,397,998

____|SCAG Projected
| HH Population |Headship rate+  Projected
Household Formation Groups yee Table 2 Households [
20,397,998 . 6,668,498]
under 15 vears 3,812,391 17| I
15 « 24 years 2,642,548 : 147,005
25 - 34 years 2,847,526 ] 864,349 T
35 - 44 years 2,821,442 1,304,658
45 - 54 years 2,450,776 1,243 288
55 - 64 years 2,182,421 1,116,479
65 74 years 1,383, 181 1,015,576
75 - 84 years 1,167,232 637415 |
835+ 590,480 335,727

=

NSEHOI- GO I ALTARE {SCA
9 | - Occupled Units (HHS) esiimated June 30,

burden Adju t (Compariso Pci_ tvs. R

2021 (from DOF data) 6,250,261}
jon} |
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20,725,878

590,480

NE

1
2 [Population: Oct 1, 2029 (SCAG 2020 RTP/SCS Forecast) | i
3 | - Less Group OQuariers Po, ulation (.S’CAG 2020 RTP/SCS Forecast) ' -327,879] .
4 i 20,397,998
SCAG Projected
| TR Population Headship rofe | Projected e
Household Formation Groups see Table 2 Households
20,397,998 6,068,498
under 15 years 3,812 391 nfa
15 - 24 years 2,642,548 147,005
25 - 34 years 2,847,526 864349 |
35 - 44 years 2,821,442 1,304,658
45 « 54 years 2,450,776 1,243,288
55 - 64 yeats 2,182 421 1,116,479
65 -74 years 1,583,181 1,015,576
75 - 84 years 1,167,232 631415 |
85+ 330,727

-5,250,261
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Projection period: Gov, Code 65588(f) specifies REINA projection period start is December 31 or June 30, whichever date most. closely precedes end
of previous RHNA projection period end date. RHNA projection period end date is set to align with planning period end date. The planning petiod
end date is eight years following the Housing Element due date, which is 18 months following the Regional Transportatien Plan adoption rounded to

the 15th or end of the month,

2-

wy

Population, Group Quatters, Household Population, & Projected Households: Pursuant to Government Code Section 65584.01, projections were
exirapolated from SCAG's Regional Transportation Plan prajections. Population reflects total persens. Group Guarter Population reflects persons in
a darmitory, group heme, institution, military, etc. that do net vequire residential heusing, Household Population reflects persons requiring residential
housing, Projected Households reflect the propensity of persans, by age-groups, to form househalds at different rates based on Census trends,

Vacancy Adjustment: Pursuant to Government Code 65584.01, & 5% minimum is considered to be healthy market vacancy i the for-rent housing
market, Vacancy rates in the for-sale market ave unspecified In statute. SCAG's analysis of vacancy rates suggestsa healthy market standard
of 5% for fore-reitt honsing nnd 1.5% for for-zale housing. After extensive consultation with HCD, a review of historical trends, regional
and national comparison, and various planning standaids, a more liberal vacapey standarnd of 6% for for-rent housing and 2% for fonsale
heusing may alse be supported by this analysis. Theso standards aro compared against ACS 2017 L-year data based on the renter/owner share in

the SCAG region,

Overcrowding Adjustment: In regions where overcrowding is greater than the Comparable Region Rate, an adjustment Is applied based on the
amount the region's overcrowding rate (9.82%) exceeds the Comparable Region Rate (5,20%). Data is from 2017 1-year ACS.

Replacement Adjustment: A replacement adjustment is applied based on the current 10-year average % of demelitions accerding te local government
annual reports to Department of Finance, While these data siggest an adjustment of 0.14% is most appropriate, SCAG recognizes that
HCD's intemal practice is to use an adjustment factor of 0.5%,

Oceupied Units: Reflects DOF's estimate of occupied units at the start of the projection period (June 30, 2021}

10

Cost Burden Adjustment; A cost-burden adjustment is applied to the projected need by comparing the difference in cost-burden by income and
tenure growup for the region to the cast-burden by income and tenure group for comparable regions. Data are from 2017 1-year ACS and the ACS
$50,000/vear household ncome thireshold is used to distinguish between lower and higher income groups. The lower incame RHNA. iz increased by
the percent difference between the region and the comparison tegion cost burden rate for households esrning approximately 80% of area median
income and below (88.89%-84,39%~4, 51 % for renters and 27.33%-20.97%=6.36% Tor vwners), then this difference is applied to very low- and low-
incoms RHNA proportionate to the share of the population these groups currently represent (Very Low=63% of lower, Low=37% of lower), The
higher income RHNA s increased by the percent difference between the region and the comparison region cost burden rate {67.15%-65.53%=1.62%
for renters and 23.78%-17,06%=6.72% for owners) for households eatning above 80% Area Medior Income, then this difference is applied to
moderate and sbove moderate income RHNA proporiionate to the share of the populatioh these groups currently represent (Moderate=25% of
higher, Above Moderate=71% of higher), SCAG's analysis of the cost-burden measure suggests that it may be less appropriate to apply for

|highes-income owners and it may be exeluded from tie adjusiment.
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Option A: Regional Housing Need Allocation (RHNA) Determination_|

SCAG Region

June 30, 2021 through October 1,2028

-
i
R A—

IncomeI Category Percent H;using Unit Need
Very-Low * 25.8% 212,284
Low XN 24,375
Moderate 17.1% 140,601
Above-Moderate 42.1% 346,547,
Total 100.0% 823,808
* Extremely-Low; 14.6% iincluded in Very-Low Category

Option B: Regional Housing Need Allocation (RHNA) Determination

SCAG Region

|

June 30, 2021 through October 1, 2

029

|

|

Income Category Percent Housing Unit Need
Very-Low * 25.8% 231,084
Low 15.1% 135,390
Moderate 17.1% '1 59,982
Above-Moderate | 42.1% 3é4,316
Total 100.0% 920,772

* Extremely-Low| 1/

included in Very-Low Category

income Distribution : Income categories are prescribed by California Health
and Safety Code (Section 50093, et.seq.). Percents are derived based on
ACS reported household income brackets and county median income, then
adjusted based on the percent of cost-burdened households in the region
compared with the percent of cost burdened households nationally.
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DEPARTMENT OF HOUSING AND COMNMUNITY DEVELOPMENT
DIVISION OF HOUSING POLICY DEVELOPMENT
2020 W, El Camino Avenue, Suite 500

{cramento, CA 95833
U 16)263-2011 / FAX (916) 263-7453

www.hcd,ca.gov

QOctober 15, 2019

Kome Ajise

Executive Director

Southern California Association of Govemments '
900 Wilshire Boulevard, Suite 1700

Los Angeles, CA 20017

Dear Executive Director Ajise,
RE: Final Regional Housing Need Assessment

The California Department.of Housing and Community Development (HCD) has received and
reviewed your objection to the Southern California Association of Governments (SCAG)'s
‘Regional Housing Needs Assessment (RHNA) provided on August 22, 2019. Pursuant to
Government Code (Gov. Code) section 85584.01{c)(3), HCD is reporting the results of its
review and consideration, along with a final written determination of SCAG’s RHNA and
explanation of methodology and inputs.

As a reminder, there are several reasons for the increase in SCAG's 6™ cycle Regional Housing
Needs Assessment (RHNA) as compared to the 5 cycle. First, as allowed under Gov. Code
65584.01(b)(2), the 6" ecycle RHNA applied housing need adjustment factors to the region’s
fotal projected households, thus capturing existing and projected need. Second, overcrowding
and cost burden adjustments were added by statute between 5" and 6" cycle; increasing RHNA
in regions where incidents of these housing need indicators were especially high. SCAG’s
overcrowding rate Is 10.11%, 6.76% higher than the national average. SCAG's cost burden rate
is 69.88% for lower income households, and 18.85% for higher income households, 10.88%
and 8.70% higher than the national average respectively. Third, the 5™ cycle RHNA for the
SCAG region was impacted by the récession and was significantly lower than SCAG's 4% cycle
RHNA.

This RHNA methodology establishes the minimum number of homes needed to house the
region’s anticipated growth and brings these housing need indicators more in line with other
communities, but does not solve for these housing needs. Further, RHNA is ultimately a
requirement that the region zone sufficiently in order for these homes to have the potential to be
built, but it is not a requirement or guarantee that these homes will be built, In this sense, the
RHNA assigned by HCD is already a product of moderation and compromise; a minimum, not a
maximum amotunt of planning needed for the SCAG region.

For these reasons HCD has not altered its RHNA approach based on SCAG’s objection.
However, the cost burden data input has beeh updated following SCAG’s objection due to the
availability of more recent data. Attachment 1 displays the minimum RHNA of 1,341,827 total
homes among four income categories for SCAG to distribute among its local governments.
Attachment 2 explains the methodology applied pursuant to Gov. Code section 65584.01.

o
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Page 2 of 7

The following briefly responds to gach of the points raised in SCAG’s objection:

Use of SCAG's Population Forecast )

SCAG's overall population estimates for the end of the projection period exceed Department of
Finance’s (DOF) population projections by 1.32%, however the SCAG household projection
derived from this population forecast is 1.96% lower than DOF’s household projectian. This is a
result of SCAG's population forecast containing 3,812,391 under 15-year old persons,
compared to DOF’s population projection containing 3,292,955 under 15-year old persons;
519,436 more persons within the SCAG forecast that are anticipated to form no households. In
this one age category, DOF’s projections differ from SCAG's forecast by 15.8%.

Due to a greater than 1.5% difference in the population forecast assessment of under 15-year
olds (15.8%), and the resulting difference in projected households (1.96%), HCD maintains the
use of the DOF projection in the final RHNA.

Use of Comparable Regions
While the statute allows for the council of government to determine and provide the comparable

regions to be used for benchmarking against overcrowding and cost burden, Gov. Code
65584.01(b)(2) also allows HCD to “accept or reject information provided by the council of
governments or modify its own assumptions or methodology based on this information.”
Ultimately, HCD did not find the proposed comparable regions an effective benchmark to
compare SCAG's overcrowding and cost burden metrics to. HCD used the national average as
the comparison benchmark, which had been used previously throughout 6™ cycle prior to the
addition of comparable region language inte the statute starting in January 2019. As the housing
crisis is experienced nationally, even the national average does not express an ideal
overcrowding or cost burden rate; we can do more to reduce and eliminate these worst-case

_housing needs. :

Vacancy Rate
* No changes have been made to the vacancy rate standard used by HCD for the 8" cycle RHNA

methodology.

Replacerment Need
No changes have been made to the replacement need minimum of adjustment .5%. This

accounts for replacement homes needed to account for homes potentially lost during the
projection period.

Household Growth Anticipated on Tribal Lands

No changes have been made to reduce the number of households planned in the SCAG region
by the amount of household growth expected on tribal fands. The region shoutd plan for these
homes outside of tribal lands.

QOverlap between Overcrowding and Cost Burden
No changes have been made to overcrowding and cost burden methodology. Both factors are

allowed statutorily, and both are applied conservatively in the current methodology.
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Data Sources

No changes have been made to the data sources used in the methodology. 5-year American
Community Survey data aflows for lower margin of error rates and is the preferred data source
used throughout this cycle. With regard to cost burden rates, HCD continues to use the
Comprehensive Housing Affordabiflity Strategy, known as CHAS data. These are custom
tabulations of American Community Survey requested by the U.S. Department of Housing and
Urban Development. These customs tabulations display cost burden by income categories,
such as lower income, households at or below 80% area median income, rather than a specific
income, such as $50,000. The definition of lower income shifts by region and CHAS data
accommodates for that shift. The 2013-2018 CHAS data became available August 9, 2019,
shortly prior to the issuance of SCAG’s RHNA dstermination so that data is now used in this

RHNA. ‘

Next Steps -
As you know, SCAG is responsible for adopting a RHNA allocation methodology for the

projection period beginning June 30, 2021 and ending October 15, 2029. Pursuant to Gov.
Code section 65584(d), SCAG’s RHNA allocation methodology must further the following
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 result in each jurisdiction receiving an
allocation of units for low- and very-low income households.

(2) Promoting Infill development and socioeconomic equity, the protection of environmental and
agricultural resources, the encouragement of efficient development patterns, and the achievement of the
region’s greenhouse gas reductions targets provided by the State Air Resources Board pursuant to
Section 65080. '

(3) Promoting an improved intraregional refationship between jobs and housing, including an improved
balance between the number of low-wage jobs and the number of housing units 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 a
disproportionately high share of households in that income category, as compared to the countywide
distribution of households in that category from the most recent American Community Survey.

(5) Affirmatively furthering fair housing.

Pursuant to Gov. Code section 65584.04(e), to the extent data Is available, SCAG shall include
the factors listed in Gov. Code section 65584.04(e)(1-12) to develop its RHNA alfiocation
methodology. Pursuant to Gov. Code section 85584.04(f), SCAG must explain in writing how
each of these factors was incorporated into the RHNA allocation methodology and how the
methodology furthers the statutory objectives described above. Pursuant to Gov. Code section
65584.04(h), SCAG must consult with HCD and submit its draft allocation methodology to HCD

for review.
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FICD appreciates the active role of SCAG staff in providing data and input throughout the
consultation period. HCD especially thanks Ping Chang, Ma’Ayn Johnson, Kevin Kane, and
Sarah Jepson. :

HCD looks forward to its continued partnership with SCAG to assist SCAG’s member
jurisdictions meet and exceed the planning and production of the region’s housing need. Justa
few of the support opportunities available for the SCAG region this cycle include:
* SB 2 Planning Grants and Technical Assistance (application deadline November 30,
2019)
Regional and Local Early Action Planning Grants
» Permanent Local Housing Allocation

If HCD can provide any additional assistance, or if you, or your staff, have any questions, please
contact Megan Kirkeby, Assistant Deputy Director for Fair Housing, at

megan. kirkeby@hcd.ca.goy.

'Sincerely,

Douglas R. McCauley
~ Acting Director

Enclosures
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ATTACHMENT 1

HCD REGIONAL HOUSING NEED DETERMINATION

SCAG: June 30, 2021 — October 15, 2029 (8.3 years)

Income Category Percent . Housing Unit Need

Véry-Low* 26.2% : 351,796
Low 15.4% _ 206,807
Moderate : 16.7% 223,957
Above-Moderate _ a7% 559,267
Total 100.0% 1341827
* Extremély—Low 14.5% Included in Very-Low Category
Notes:

Income Disfribution:

Income categories are prescribed by California Health and Safely Code
(Section 50093, ef.seq.). Percents are derived based on ACS reported
household income brackets and regional median income, then adjusted
based on the percent of cost-burdened households in the region
compared with the percent of cost burdened households nationally.
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ATTACHMENT 2

HCD REGIONAL HOUSING NEED DETERMINATION
SCAG: June 30, 2021 — October 15, 2029 (8.3 years)

Methodology

22350

LERGTRE)

+ Cost Burden Adjustment (Lower Income
Z 5 T T T e )

ediAssessment(R

Explanation and Data Sources

1. | Population: DOF 6/30/2029 projection adjusted +3.5 months to 10/15/2029 20,455,355
2. | - Gmoup Quarters Population: DOF 6/30/2029 projecfion adjusted +3.5 months [o 10/15/2029 -363 635
3 y o = LR P fay sy e : [ 3 3 8 2 ({076 g
HCD Adjusted DOF HH HCD Adjusted
Household Formation Groups DOF Projected | Formation DOF Projected
HH Population Rates Households

20,079,930 6,801,760

under 15 years 3,202,955 n/a . na

15 — 24 years 2,735490 6.45% 176,500

26 — 34 years 2,626,620 32.54% 822,045

35 — 44 years 2,460,805 44.23% 1,088,305

45 — b4 years 2,502,190 47.16% 1,180,075

55 — 684 years 2,369,180 50.82% 1,219,180

65 — 74 years 2,238,605 52.54% 1,176,130

765 — 84 years 1,379,335 57.86% 799,455

- 85+ 544,750 62.43% 340,070
4, HRrOIes srsel : : E SR
5. | + Vacangy Adjustment (2.63%) 178,806
6. | + Overcrowding Adjustment (6.76%) 459,917
7. | + Replacement Adjustment ((50%) - 34,010
8. | - Occupied Units (HHs) estimated (June 30, 20271) -6,250,261
g : 10.63%, Mad me: 9.28%). 147,506

B

1-4. Population, Group Quarters, Household Population, & Projected Households: Pursuant to
' Government Code Section 65584.01, projections were extrapolated from Department of
Finance {DOF) projections. Population reflects total persons. Group Quarter Population
reflects persons in a dormitory, group home, institution, military, etc. that do not require
residential housing. Househeld Population reflects persons requiring residential housing.
Projected Households reflect the propensity of persons, by age-groups, to form households

at different rates based on Census trends.

5. Vacancy Adjustment: HCD applies a vacancy adjustment based on the difference between a
standard 5% vacancy rate and the region’s current "for rent and sale" vacancy percentage to
provide healthy market vacancies to facilitate housing availability and resident mobility. The
adjustment is the difference between standard 5% and region’s current vacancy rate {2.37%)
based on the 2013-2017 5-year American Community Survey (ACS8) data. For SCAG that

difference is 2.63%.

6. Overcrowding Adjustment: In region’s where overcrowding is greater than the U.S

overcrowding rate of 3.35%, HCD applies an adjustment based on the amount the region’s”
overcrowding rate (10.11%) exceeds the U.S. overcrowding rate (3.35%) based on the 2013-

2017 5-year ACS data. For SCAG that difference is 8.76%.
Continued on next page

7. Replacement Adjustment: HCD applies a replacement adjustment between .5% & 5% to total
housing stock based on the current 10-year average of demolitions in the region’s local
10-6-20 / 11D(1)-34
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government annual reports to Department of Finance (DOF). For SCAG, the 10-year average
is .14%, and SCAG’s consultation package provided additional data on this input indicating it
may be closer to .41%; in either data source the estimate is below the minimum replacement
adjustment so the minimum adjustment factor of .5% is applied.

Occupied Units: Reflects DOF's estimate of occupied units at the start of the projection period
(June 30, 2021). ,

Cost Burden Adjustment: HCD applies an adjustment to the projected need by comparing the
difference in cost-burden by income group for the region to the cost-burden by income group
for the nation. The very-low and low income RHNA Is increased by the percent difference
(69.88%-59.01%=10.88%) between the region and the national average cost burden rate for
households earning 80% of area median income and below, then this diffsrence is applied to
very low- and fow-income RHNA proportionate to the share of the population these groups
currently represent. The moderate and above-moderate income RHNA is increased by the
percent difference (18.65%-9.94%=8.70%) between the region and the national average cost
burden rate for households earning above 80% Area Median Income, then this difference is
applied to moderate and above moderate income RHNA proportionate to the share of the
population these groups currently represent. Data s from 2013-20168 Comprehensive
Housing Affordability Strategy (CHAS).
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| Do tﬁe Math: The state has ordered more than 350
s clties to prepare tha way for more than 2 million
: homes by 2030

- ,:Bﬁfwhat.if{themath iswrong?

~ Senate Bill 825, dq»-s,_pghjsored by the Bay Area Council -
" and Silicon Valley Leadership Group, and authored by

$taite Seri. Scott Wiener in 2018, has inadvertently

* floubled the “Régional Housiny Needs Asgessment” in

;(}gﬁfaﬁxia;

- Useofan imf: onect 'vééancy rate and double counting,
o ) mspired by SR- 828 causad ‘the state’s Department of
":"jI-qusmg and Gommumty Dev@lopment (HCD) to

: axagger:ate\ by mofe than 900,000 the umits needed in -
Sm’}al,thﬁ Bay Area and -tha Sacrainento ares.

Tlgé'é.jﬁatefslapprémh o determining the h@usin_g need

" muﬁfh’e Hefensible and mproducible if citias are to be

i held aenounta’ble Inaccurac:.es on this scale mask the

; fact that citieg and counties arte surpassmg the state's |
- -Iﬂarket-ra‘te hﬁusmg targets, but falling far shott in

_meetmg affordable housing targets The inaccuracies -

*.o”bsanre the real problgm and the associated solution to

the housing ¢risis~the funding of affordable housing.
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