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October 18, 1999

Mr. Alex Amoroso, Senior Planner
Association of Bay Area Governments
P.O. Box 2050

Oakland, California 94604-2050

Dear Mr. Amoroso:
Re: Regional Housing Need Determination for ABAG Region

This is in response to concerns raised in your September 24, 1999 letter regarding our regional
housing needs determination for the ABAG region pursuant to Government Code Section 65584.
Each of your concerns is discussed below.

“Housing Need” vs. “Anticipated (Household) Growth™: You requested clarification of how our
determination of “housing need” is differentiated from the “anticipated growth” of your
projections. Unlike the growth projections ABAG prepares for other functional purposes, the
housing need allocation is to be founded on addressing policy objectives of State housing element
law, as described below. In accordance with the statutory provisions of Section 65584, our
projections are based on the (household) population projections produced by the Department of
Finance’s (DOF) Demographic Unit. Enclosed is a copy of the calculation spreadsheet.

State housing element law (Government Code Section 65580 et. seq.), of which the regional
housing needs allocation is a key part, is founded on the policy to “expand housing opportunities
and accommodate the housing needs of Californians of all economic levels.” The housing need
allocation provides the basis for local governments to update their land-use plans and regulations
to accommodate housing commensurate with their share of the region’s projected housing need.
It is not a projection of residential permit activity, nor are the local governments responsible for
actually building the projected housing need — only for accommodating that need. The actual
occurrence of development will be subject to market conditions and other factors. In contrast with
our understanding of your independent household projections, the size of the regions’ housing
need allocation is not constrained by local development policies that limit housing production or
the supply of existing residentially zoned or designated land.'

“The availability of suitable housing sites must be considered based not only upon the existing zoning ordinances
and land use restrictions of the locality but also based upon the potential for increased residential development

under alternative zoning ordinances and land use restrictions.” State of California Attorney General Opinion No.
87-206, 9-9-87.
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HCD Approval of COG’s Allocation Methodology: Government Code Section 65584 addresses
your request for clarification of the need for our approval of the methodology ABAG uses to
allocate the regional housing need among jurisdictions. The statute requires COGs to “submit to
the department information regarding the assumptions and methodology to be used in allocating
the regional housing need.” It also authorizes our department to revise your allocation if
necessary for consistency with our determination, including the income distribution, after you
submit your plan to us for approval.

Basis for Projected Decline in Region’s Average Household Size: DOF’s Demographic Unit has
confirmed that the basis for the projected decline in the average household size is due to changing
age distribution of the region’s population. In particular, during the projection period:

1) the population under age 18 (most members of households, not householders) is growing at a
slower pace than the population aged 18 and over;

2) the population over 55 (which has the highest headship rates and smallest average household
size) grows by 2.5 times the overall rates, such that over-55-year-olds are projected to
comprise approximately 23 percent of the region’s 2006 household population, versus 20
percent in 1999; and

3) the population aged 25-34 (an age group which typically has one of he highest average
household sizes) actually declines.

Under these circumstances, the region’s average household size is likely to increase only if a
downward trend in headship rates were to be applied to the projection period.

Correlation Between Housing to be Built and Housing Affordability: Housing supply is a critical
influence on housing prices and affordability. Inadequate supplies of land designated for
residential development exert upward pressure on land costs and ultimately, on housing
affordability. The distribution of the housing need by income category has implications for local
development standards and programs to support the housing element objectives to provide for a
mix of housing types for all income levels and for programs to assist in the development of
housing for low and moderate income households. In general, the lower-income portion of the
housing needs allocation is facilitated by zoning and development standards that accommodate
higher densities in high cost areas, a mix of housing types, and pro-active program efforts to
pursue and utilize housing assistance resources, including cooperation with private-sector efforts.
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We hope this information is useful in our cooperative process of determining the regional housing
needs allocation for your region. If we can be of further assistance, please feel free to contact me
at (916) 323-3176.

Sincerely,

£ lesrpel

Cathy g7 Creswell
Acting Deputy Director
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HH Pop
HHs

pp/hh

1999
Actual

6,637,559
2,397,254

2.77

2006 2006
Trend 1999 rates
7,261,931 7,261,931
2,495,473 2,627,997
2.91 2.76

2006
Average

7,261,938
2,705,615

2.68

2006
90 rate

7,261,931
2,800,397

2.59
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