June 29, 2012

Ken Kirkey, Director of Planning and Research
Association of Bay Area Governments

PO Box 2050

Oakland, CA 94604-2050

RE: Regional Housing Needs Allocation (RHNA 2014-2022)
Dear Mr. Kirkey:

This letter is in response to the recent ABAG memo regarding the 2014 RHNA
methodology and ABAG staff's recommendation on draft allocations.
Sunnyvale has reviewed the methodology, and although questions remain, it
appears that the RHNA methodology will have a marginal effect on Sunnyvale’s
final allocation. Instead, we are more concerned with the starting point of 5,685
dwelling units that is used in applying the Draft RHNA methodology. We
understand this starting number is set through the Sustainable Communities
Strategy (SCS) process. Sunnyvale’s primary concerns are the aggressive 8-year
growth expectation and the trickledown effect on meeting State affordable
housing requirements.

Sunnyvale is concerned at this time about the ultimate allocation results. We
understand that the allocation numbers currently presented are considered
draft and acknowledge that the allocation is driven by the SCS process. We
also point out that the numbers represent an assumption of the division of
units citywide and within PDAs; however two of the significant PDAs assumed
in Sunnyvale (Lawrence Station, East Sunnyvale) have not been adopted yet.
The allocation is also representative of buildout numbers in our current
General Plan and Draft Land Use and Transportation Element (again not
adopted); however, both documents are long-range plans (2025 and 2035
horizon years, respectively) as opposed to the 8-year horizon of the RHNA.

As you are aware, Sunnyvale has been consistently recognized as a leader in
meeting its housing needs. Although Sunnyvale is currently experiencing an
unusually high development market for certain types of housing, based on a
historic average, we can realistically expect development of 300 net new
dwelling units per year. We are concerned that the overall number assigned to
Sunnyvale (5,374) is unrealistically high. It requires an average growth rate of
696 dwelling units a year over an 8-year period. While our General Plan
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indicates the potential to accommodate these units in the long-term, market
forces will play a major role in dictating how quickly those units get built.

In regards to affordable housing, while we generally understand the rationale
behind the methodology used to arrive at the total RHNA for Sunnyvale, and for
dividing the overall housing demand into the four affordability levels, we are
concerned about our ability to meet the need for lower income units the City
has been allocated. A nexus study recently commissioned by the City
estimated that a subsidy of approximately $250,000 (in 2011 dollars), is
currently required to develop one housing unit for a very low income
household, and approximately $116,000 is required for one low income
household unit, as shown below.

Affordable Sunnyvale Subsidy Total Subsidy
Units RHNA Per Unit Required
Very Low 1,540 $250,000 $385,000,000
Income
Low Income 871 $116,000 $101,036,000
Total 2,411 n/a $486,036,000

Assumptions: Affordable units are 2-bedroom apartments in
3-4 story multi-family building with podium parking, at density
of 50 units/acre

Nexus study by EPS, Inc. 12/22/2011

These estimates were derived using very conservative assumptions regarding
development cost, and are not adjusted to reflect general inflation that will
occur over the 8-year RHNA period, nor typical annual increases in land and
construction costs, which, especially in the Silicon Valley, typically increase at
far greater annual rates than the general inflation indices used for statewide or
national economic projections. Even using these very conservative assumptions
and before factoring in inflation, the total cost for the City to meet the RHNA for
very low and low income units for the next cycle (2014-2022) would be nearly
half a billion dollars in 2011. In addition to the investment of nearly half a
billion dollars, this allocation would require at least thirty net developable acres
of available land zoned at densities of at least 50 units per acre.

We believe it is highly unrealistic for the state to expect any local jurisdiction to
be able to meet these needs for lower income housing given the amount of
subsidy required and the recent statewide actions to dissolve redevelopment
agencies, and federal and state actions to cut back on affordable housing
funding programs. At best, the City may receive approximately one to two
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million dollars per year for affordable housing development from federal grants
and local housing linkage fees and inclusionary housing in-lieu fees. Over an
eight-year period such as the RHNA cycle, that equates to only $8-16 million,
less than 3% of the total amount of subsidy that would be required to meet the
RHNA for the lower income housing needs for the next cycle. The City does not
object to the allocation methodology per se, nor to the requirement to zone
sufficient land in order to provide adequate sites for units at densities at or
above 20 units per acre. The City will object to any adverse impacts of a
negative review by the State HCD at the end of the next RHNA cycle (in 2022) if
it, as expected, is unable to meet the entire RHNA need for affordable units,
due to the extraordinary amount of public subsidy and private investment that
would be required. Such financial resources are unavailable to any local
jurisdiction in this day and age of budget reductions, reduced federal and state
funding, and state actions to dissolve and de-fund redevelopment agencies.

Again, Sunnyvale would like to thank ABAG for an opportunity to review the
RHNA allocation methodology prior to release of the final allocation. It is our
understanding that once the RHNA methodology is adopted in July, cities will
have a further opportunity to comment on their respective draft allocations
before they are finalized later this year. We look forward to the opportunity to
provide more specific comments on Sunnyvale’s allocation once the RHNA
methodology has been adopted.

Sincerely,

Hanson Hom
Director of Community Development

cc:  City of Sunnyvale Mayor and City Councilmembers
Gary Luebbers, City Manager
Trudi Ryan, Planning Officer
Suzanne Isé, Housing Officer




