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EXECUTIVE SUMMARY

A. Introduction

The 2002 Milpitas Housing Element is the basis for the current Housing Element update. All
sections in the 2002 Housing Element have been reviewed and updated. Since the last Housing
Element, there have been changes in State law. These changes affect a number of sections in
the Housing element. Secondly, the City of Milpitas has adopted two specific plans (Midtown
and Transit Areas) that include increased densities, promotion of in-fill development, and
transit use, a goal promoted by the State Department of Housing and Community Development
(HCD).

An important section of the Housing Element is an inventory of sites for future housing
development. This inventory must demonstrate that the city has identified a sufficient number of
development sites to accommodate the City’s share of the regional housing need, as determined
by the Association of Bay Area Governments (ABAG). Out of a total of 2,487 units assigned to
Milpitas by ABAG, 6,274 units had already been constructed, were under construction, were
approved, or were planned as of 2009. While the total number of these units exceeds the number
assigned to Milpitas by ABAG, the number of affordable units is less than half of the total
assigned. Thus, the City is still required to identify additional sites to meet these affordable
housing needs. Table ES-1 presents information on the regional housing needs allocated to
Milpitas.

Table ES.1: Milpitas Regional Housing Needs Allocation by Income, 2007-2014

Very Above

Low Low Moderate | Moderate Total
City of Milpitas 689 421 441 936 2,487
Percentage
Distribution 27.7% 16.9% 17.7% 37.6% 100.0%

Source: Association of Bay Area Governments (ABAG), Regional Housing Needs 2007-2014 Allocation.

B. Update Process

Research to update the revised housing element commenced in 2008. At that time, the housing
market already showed signs of the national economic downturn that intensified in 2009.
Although the Housing Element period is officially 2009-2014, housing units that were
constructed since January 2007 can be counted towards meeting the City’s share of regional
housing need.



Community meetings and public hearings were conducted in Fall 2008. Information on the
Housing Element Update process was provided on the City’s website. The Planning
Commission and City Council held public hearings in May and June 2009. The City submitted
the approved draft Housing Element to HCD in December 2009. The Final Housing Element to
be adopted by Milpitas incorporates the review comments provided by HCD to Milpitas in fall
2009 and winter 2010.

A Negative Declaration was prepared and circulated to the appropriate state and local agencies in
May 2009. The City did not receive any comments and has concluded that no additional
environmental assessment is required.

C. Needs Assessment

The housing needs assessment is a description of demographic, economic, and housing
conditions in Milpitas. Its purpose is to document the demand for housing that is needed to serve
all segments of the community. This assessment is intended to assist Milpitas in formulating
policies and programs to address local housing needs. Key findings from this assessment are
presented below.

Population, Employment and Income

Since 2000, the population of Milpitas has increased by about 13 percent and is estimated
at 70,817 residents in 2009. The number of households has also increased by a similar
percentage. The average household size in Milpitas is estimated at 3.5 persons, which is
higher than Santa Clara County’s average of 2.9 persons per household. It should be
noted that average household size in Milpitas is trending down with the increase in new
multifamily units.

Employment has also increased and is projected by ABAG to continue to increase.
Between 2005 and 2015, ABAG projected that the number of jobs would grow by over

10 percent. Finally, while incomes have risen since 2000, incomes adjusted for inflation
have dropped between 2000 and the present.

Housing Costs
Housing Prices and rents have increased since the last Housing Element.

Single-family home prices rose 60 percent between 2001 and 2006, reaching a peak
average price of $768,912, but then fell with the onset of the housing downturn. Average



prices in 2008 were 25 percent below their peak in 2006, with a, 21-percent drop in home
prices recorded between May 2007 and May 2008.

The City’s condominium market has been less volatile during the recent housing market
downturn. Since peaking in 2005 at approximately $536,000, average prices for
condominiums sold in the month of May 2008 dropped six percent, falling to $504,000 in
2008.

Rentals - Average rents in Milpitas have been steadily increasing between 2006 and
2008. After falling on an annual basis between 2001 and 2005, rents began to increase
again in 2006 as the homeownership market started to suffer and rental options became
more appealing. While rents have not yet reached 2001 levels, rents appear to be steadily
increasing.

Housing Needs

The Housing Element identifies two types of housing needs. These include needs based
on low incomes and special housing needs that are not addressed by market activity, for
example, building more units designed for persons with disabilities.

The greatest housing need in Milpitas stems from low incomes.

A blight survey in targeted neighborhoods was conducted as part of the Housing Element
update process. This survey indicated that, with some exceptions, the housing stock in
Milpitas is sound.

D. Site Inventory

While the number of market rate housing units that are newly constructed, under construction,
approved, and planned in Milpitas exceeds the number of units required by ABAG, the City is
still required to identify additional housing sites that have sufficient density to be financially
feasible as affordable or mixed-income housing development sites. The remaining goal for the
site inventory is to demonstrate there are adequate sites on which to develop approximately 900
additional affordable units. Of the fourteen sites listed in the Housing Element, thirteen sites are
zoned for multifamily housing and have the capacity to provide an additional 2,352 housing
units. (See Table ES-2.) These sites are located in either the Midtown or the Transit Plan areas.
Since new residential development is occurring near these sites, the City has concluded that these
are viable sites for additional housing development.



Table ES.2: Summary of Potential Sites for Single and Multifamily Housing, City of
Milpitas

Net

Total Residential Potential
Site Number | Parcels Acreage Units
Outside Plan Area
1 1 4.85 33
Subtotal 4.85 33
Midtown Plan Area
2 5 1.98 49
3 5 1.73 43
4 1 1.17 29
5 4 1.69 42
6 2 1.1 25
Subtotal 7.67 188
Transit Plan Area
7 4 191 96
8 1 4.37 253
9 4 12.33 432
10 2 3.87 224
11 2 4.97 288
12 1 0.56 32
13 1 8.17 474
14 4 12.17 365
Subtotal 48.35 2,164
Total 37 60.87 2,385

E. Housing Constraints and Resources

A key component of the Housing Element is a description and analysis of government and non-
government constraints to the preservation and provision of housing. In addition, the Housing
Element provides a description of housing resources that can assist in the construction of
affordable and special needs housing.

Government Constraints

Milpitas has worked systematically to address potential government constraints to housing
production. The results of this work are reflected in the City’s land use and development
policies, infrastructure planning, and funding of affordable housing projects. Both the Midtown
and Transit Area Plans have removed all government constraints that could affect density and
development standards. The only potential remaining constraints are those that affect
development of special needs housing, including homeless shelters, transitional and supportive
housing, farmworker housing, and development of single room occupancy units (SRO’s).



Furthermore, while development fees have increased since the last Housing Element, this trend
has not constrained development.

Non-Government Constraints

High development costs constitute the primary non-government constraint to the production of
housing in Milpitas. In particular, land and construction costs increased the most since the last
Housing Element. Financing costs are more reasonable than in prior periods. However, it is
more difficult to obtain financing, as lenders have become increasingly concerned over mortgage
defaults.

Housing Resources

The City is committed to supporting high quality residential development for all income groups.
Milpitas has demonstrated this commitment through its land use policies, affordable housing
requirement on new market rate housing, and the provision of loans and grants to subsidize
affordable housing. The primary source of funds is the City’s redevelopment housing set-aside
fund. At present, housing set-aside funds are programmed to create an additional 265 units, of
which over 60 percent will be affordable to low- and very low-income households. This is in
addition to the 717 affordable units that received City assistance during the last Housing Element
period.

F. Housing Plan

Based on the needs, resources, and constraints identified above, Milpitas has defined a Housing
Plan for the 2009-2014 planning period. The City has established this Plan in consideration of
its own local needs and priorities, as well as its obligations under State Housing Element Law.
The Housing Plan includes major goals, related policies, programs, implementing agencies,
funding sources, and time-frames for implementation. In some cases, programs are designed to
accomplish specific goals, such as zoning ordinance changes. In other cases, programs provide
ongoing services, such as the provision of fair housing services.

Provide Adequate Sites for Housing Development in the City of Milpitas. The City of
Milpitas will maintain adequate sites to accommodate its share of the regional housing
need, including sites that would be appropriate for the development of housing affordable
to very low-, low-, moderate- and above moderate-income households.

Conserve Housing and Neighborhoods. The maintenance and improvement of the quality
of life of existing neighborhoods is a high priority for the City of Milpitas. In addition,




the City of Milpitas will strive to maintain and preserve existing housing resources,
including both affordable and market rate units.

Promote New Housing Production. The City of Milpitas will take necessary steps to
promote new housing development and remove public infrastructure constraints to new
housing development.

Encourage Housing Diversity and Affordability. The City of Milpitas will use available
resources to expand the number of new housing units affordable to extremely low-, very
low-, low- and moderate-income households. In addition, the City of Milpitas strives to
increase the range of housing opportunities for all residents, including those with special
needs. Finally, in recognition of the diverse needs of Milpitas households, the City
supports creativity in the design and development of housing projects.

Eliminate Housing Discrimination. Milpitas values diversity of its population and
protection of housing rights for its citizens. The City will work to eliminate all unlawful
discrimination in housing with respect to age, race, gender, sexual orientation, marital or
familial status, ethnic background, medical condition, or other arbitrary factors, so that all
residents can obtain decent housing throughout the City.

Promote Energy Conservation in Residential Development. The City of Milpitas will
promote energy efficiency in residential development within the City, including reduction
of energy use through better design and construction in individual homes, and also
through energy efficient urban design.

Remove Government Constraints. Milpitas will continue to promote land use policies
and development standards to facilitate housing production. During the last Housing
Element Period, Milpitas made extensive changes to its Zoning Ordinance in order to
provide high density, transit oriented development in its specific plan areas. Housing
developed in these areas will continue to provide opportunities for affordable and
workforce housing, will reduce the jobs housing imbalance in Milpitas, and promote the
use of alternative means of transportation, such as transit.

Milpitas also supports the development of housing for the homeless and other special
needs groups. The City will take necessary steps to remove government constraints to
the development of affordable housing serving special needs populations.

Vi



G. Quantified Housing Objectives

Finally, consistent with the Housing Plan summarized above and the number of housing units
assigned to Milpitas by ABAG (as part of its regional housing needs determination), Milpitas has
established objectives for new construction, rehabilitation, and preservation of housing units for
the period 2007-2014. (See Table ES.3.)

Table ES.3: Summary of Quantified Objectives, City of Milpitas (2007-2014)

Conservation/
Construction Rehabilitation Preservation
Total Units 2,487 40 149
Extremely Low-Income 345 0 149
Very Low-Income 344 20 0
Low-Income 421 20 0
Moderate- Income 441 0 0
Above Moderate-Income 936 0 0

vii



|. INTRODUCTION

A. Preparation of the Housing Element Update

In accordance with California State Law, California cities must have an adopted General Plan
and the General Plan must contain a Housing Element. While all elements of a General Plan are
reviewed and revised regularly to ensure that the plan remains current, state law requires that the
Housing Element be updated every five years. State law also dictates the issues that the Housing
Element must address and furthermore requires the element to be reviewed by the California
Department of Housing and Community Development (HCD) to assure that it meets the
minimum requirements established by Government Code §65580-65589.8. This process is
commonly referred to as “certifying” the Housing Element.

The major requirement for the Housing Element is that it requires cities to plan to meet their
existing and projected housing needs including their share of the regional housing need. The
Association of Bay Area Governments (ABAG) recently completed the Regional Housing Needs
Allocation (RHNA). As part of this process, ABAG worked with regional and local governments
to develop a methodology for distributing the nine-county Bay Area’s housing need (as
determined by HCD) to all local governments in the region. Each city and county has received an
allocation of housing units, broken down by income categories. Cities and counties must
identify adequate sites zoned at adequate densities to meet this housing allocation, also referred
to as the RHNA numbers. The planning period for this version of the Housing Element is 2009-
2014. In response to the allocations, each city and county in the Bay Area will have to review,
update and adopt its Housing Element by June 30, 20009.

The prior Milpitas Housing Element, certified by HCD in 2003, is the basis for the current
Housing Element update. However, all sections in the 2003 Housing Element have been
reviewed and updated for several reasons. First, since the last housing element, there have been
changes in State law. These changes affect a number of sections in the housing element. For
example, State law now requires much more detailed information about available housing sites,
including identification of sites that can be used for special housing needs, for example, units
targeted to extremely low-income households, the disabled, and the homeless. Also, there is
more of an emphasis on energy conservation for new construction and rehabilitation.

Secondly, the City of Milpitas has undergone changes since the 2002 Housing Element. For
example, a Transit Specific Plan has been adopted, and the Zoning Ordinance has been updated
to reflect requirements of both the Midtown and the Transit Area Specific Plans. These changes



include increased densities and reduced parking requirements. New policies adopted by the City
represent the development approach encouraged by HCD, since they are helpful in promoting in-
fill development and transit use. Thus, Milpitas is in a good position to comply with the latest
Housing Element requirements.

B. Public Participation in the Housing Element Update

The City held two public meetings in November 2008. The first, held on November 6, 2008 was
with housing professionals. The second meeting open to the general public was held on
November 13, 2008. Both meetings were noticed on the City’s website and in the local
newspaper. In addition, the City created a lengthy list of housing professionals who were sent
invitations to the November 6th meeting via email. A small group showed up at the housing
professionals meeting, and a slightly larger group attended the public meeting. The purpose of
these public meetings was to provide comments on housing policy to the Planning Department
staff and consultant for consideration in the preparation of the preliminary draft Housing
Element. Summary comments from these meetings are presented in Appendix A to the Housing
Element.

At the public meeting, questionnaires were distributed to participants to learn more about
housing needs, problems and possible strategies to address problems. Subsequently, this
questionnaire was distributed electronically to the list of housing professionals.

In addition to these public meetings, information on the Housing Element Update was posted on
the City’s website. Residents were encouraged to contact the Planning & Neighborhood Services
Department with comments and questions.

Background research was also conducted as part of the Housing Element preparation process.
This background work included interviews with numerous staff from the City of Milpitas, the
County of Santa Clara, and as well as staff at a variety of social service agencies and other
interested organizations that serve the Milpitas community. The names of these organizations
are presented in the Bibliography attached to the Housing Element.

The Planning Commission conducted a public hearing on May 27, 2009, and the City Council
conducted a public hearing on June 16, 2009. These hearings were noticed, and the draft
Housing element was made available for public comments 30 days prior to the first public
hearing. Additional public hearings on the Final Draft Housing Element are scheduled in April
2010 with the Planning Commission and in May 2010 with the City Council.

Following this introduction, the Housing Element includes the following major components:



A review of the prior (2002) housing element, including an analysis of housing
production in comparison to mandated housing goals.

An analysis of the City’s current and future housing needs.

An inventory and analysis of housing resources.

An analysis of governmental and non-governmental constraints to housing production.
A housing plan setting forth goals, policies, programs and quantified objectives to
address the City’s housing needs.



Il. ASSESSMENT OF PRIOR HOUSING ELEMENT

This chapter reviews and evaluates the City’s progress in implementing the 2002 Housing
Element’s programs. In addition, it analyzes the difference between projected housing need (as
defined by the RHNA numbers) and actual housing production between 1999 and 2006.

The City of Milpitas supports affordable housing and is strongly committed to facilitating a
diversity of housing types. These commitments are observed in a number of ways. For example,
during the last housing element period, the City provided support to three subsidized housing
developments (DeVries Place Senior Housing, Aspen Family Apartments, and Senior Solutions’
group homes). In addition, as part of the affordable housing agreement between a new market
rate project at Town Center and the City of Milpitas, the City required that the developer pay for
the rehabilitation of four units. These units are now rent restricted for 55 years and are part of
the City’s affordable housing supply for very low-income households. Finally, the City’s Zoning
Code encourages that twenty percent of all market rate housing be affordable and allows
densities of up to 75 units per acre in the Transit Oriented Development Overlay District (TOD)
areas.

The following sections present information on the progress made by Milpitas in its
implementation of the housing programs set forth in the 2002 Housing Element, as well as its
progress in achieving its 1999-2006 RHNA goals.

A. Progress in Implementation of 2002 Housing Element Programs

Table 11.1 provides a summary of the 2002 Housing Element’s accomplishments. A detailed list
and assessment of the housing programs included in the last Housing Element is provided in
Appendix B. The City of Milpitas has established a strong housing program. At the center of its
strategy is the creation of the Midtown and Transit Specific Plan Areas. These Specific Plan
areas provide the following benefits for new market rate and affordable housing production:

e The City changed its Zoning Ordinance to accommodate high density residential and
mixed use zones. These zoning designations establish a minimum density (ranging from
21 to 41 units per acre) and maximum densities, ranting from 20 to 60 units per acre.
Builders have been active in these residential zones, attracted to the high density zoning
that is not provided by other Silicon Valley Cities.

e The City adopted a Transit-Oriented Overlay Zone that increases the maximum densities
in the high density residential zones to 75 units per acre (R5 and MXD3) and decreases



parking requirements.

e The Transit Area Specific Plan EIR was completed during this time period and can be
used as a programmatic environmental document for future residential development in
the Transit Area Specific Plan Area.

e The City helps pay for needed infrastructure in these two specific plan areas to facilitate
residential development.

Other achievements include successful implementation of the condominium and mobile home
conversion ordinances to protect renters, operation of programs that rehabilitate and retrofit
housing units, and the provision of financial assistance for facilities and services that help the
homeless.

Finally, the City has adopted policies to encourage that twenty percent of all new housing units
are affordable in new developments. To help developers comply with this requirement, the City
provides funds for mortgage financing, impact fees, and loans to help projects located in the
redevelopment area comply with the affordable housing requirement.

There are many policies and programs from the 2002 Housing Element Update that will be
carried forward to the 2009-2014 Housing Element Update. These are presented in Chapter VI
of the updated Housing Element.



Table 11.1: Summary of 2002 Housing Element Accomplishments

Goal Accomplishments
Housing and The City adopted the Neighborhood Beautification Ordinance (NBO) in
Neighborhood September 1999 and amended it in 2000 to establish fines for violation of non-

Conservation

compliance.

The City uses CDBG loan funds to rehabilitate owner occupied housing units
and provides assistance to six to eight homeowners annually.

The City operates a Capital Improvement Program to rehabilitate and replace
obsolete infrastructure. During the last Housing Element period, the City
spent over $6 million on projects that include street resurfacing, sidewalk
repair, and repair of public facilities, such as the large gym at the City’s Sport
Center.

The City continues to work with the Santa Clara County Housing Authority to
maintain affordability of expired units at Sunnyhills Apartments.

The City administered its Mobile Home Conversion Ordinance, when the
owners of the South Main Street Mobile Home Park converted the Park to
other uses.

New Housing
Production

The City created a Transit-Oriented Overlay Zone that increases densities and
land utilization.

The City has maintained a minimum housing density of 20 dwelling units/acre
in the Midtown and Transit Specific Plan Areas. Most new developments
exceed this minimum density.

The City established a Mixed-Use Zoning District in its Zoning Ordinance.

The City modified zoning in the Town Center Zoning District to allow
residential development. A 65-unit housing development was completed in
2009 in the Town Center.

The City changed the Zoning Ordinance to permit mixed use and residential
developments “by right” in the Midtown Specific Plan Area.

The City purchased additional wastewater capacity to accommodate
infrastructure necessary for new housing development.

The City is investing its own redevelopment agency funds and applying for
additional funds from the State and VTA to provide infrastructure
improvements for the Transit and Midtown Specific Plan Areas.

The City completed a water system loop connecting Bothello Avenue and East
Carlo to benefit development at the Union Pacific Site, located in the Midtown
Specific Area.

Improvements to the Trade Zone Boulevard Sewer Service are now included
in the Transit Area improvements.

To avoid potential flooding, the City reduced the allowable density at the
Crossings Apartment site development, in order to provide for the open space
needed for detention ponds (rather than allowing the maximum density on
site).

The City included residents (Midtown Task Force) to work with the Planning
Commission and City Council in the preparation of the Midtown Specific
Plan.

The City promoted its Midtown Specific Plan through the preparation of
promotional materials and advertisements on the City’s website, on Cable TV,
and in the local newspaper.




Goal

Accomplishments

The City expanded its Redevelopment Project Area to include the Midtown
Specific Plan Area.

The City has provided $5.8 million in Redevelopment funds to provide low-
and moderate-income housing. These funds were used to cover impact fees on
affordable units, and to support subsidized projects.

A master EIR for the Transit Specific Plan Area was completed.

The City worked with property owners to assemble small sites for future
housing developments.

Housing Diversity
and Affordability

The City provided $23.6 million in financial assistance (primarily loans) to 10
residential projects resulting in the creation of 789 affordable units. The City
has also contributed to Santa Clara County’s Housing Trust Fund, since its
inception. Since 2004, the City has provided $925,000 to this Fund. Two of
the city’s affordable developments received funds from this Trust Fund during
the last Housing Element period.

The City amended its Density Bonus Ordinance so that it is consistent with
State Law.

The City encourages the use of density bonuses to promote affordable housing.
Examples of recent projects benefiting from the density bonus are DeVries
Place Senior Housing and Summerfield Homes.

The City provided $2.4 million in developer impact fee assistance to three
projects during the last update period.

The City provides mortgage assistance to first-time homebuyers. This
assistance is frequently provided to buyers of affordable units in mixed-
income developments.

The City provided financial assistance to two low-income senior rental
projects (DeVries Place Senior housing, and Senior Solutions group home).

The City promotes both large units (four bedrooms) and very small units
(studios) when negotiating with market rate developers.

The City adopted a policy to encourage live/work lofts in specific residential
projects.

The City supports homeless services and housing in a number of ways. It
provided CDBG funding to construct a center which provides shelter and
transitional housing services. On an ongoing basis, Milpitas provides
assistance to organizations assisting the homeless, including food pantries and
groups providing referrals and counseling.

The City provides CDBG housing rehabilitation funds for retrofitting of homes
for disabled persons and provides funds to Project Sentinel, an organization
that also helps with retrofitting of homes.

The City provides public information to developers regarding Title 24 and
ADA compliance and to disabled persons about housing opportunities and
resources.

The City provides information on housing and housing opportunities on the
City’s website, Cable TV, and the Milpitas Post.

Fair Housing

The City provides funding to Project Sentinel, a social services agency that
monitors housing discrimination and provides information and referrals.




Goal Accomplishments

The City provides referrals and outreach materials to help low-income seniors
reduce energy consumption. This information covers PG&E’s Energy
Partners Program that provides free weatherization services and energy-
efficient appliances to reduce energy consumption.

Energy Conservation

The City adopted a Green Building Policy Resolution (No. 7735). The City
also mandates conformance with the State of California’s Title 24 Energy
Efficiency Standards.

Sources: City of Milpitas and Vernazza Wolfe Associates, Inc.

B. Progress in Achieving RHNA Goals

The 2002 Housing Element addressed housing needs for the City of Milpitas from 1999 through
2006. Table 11.2 below shows the total number of housing units built (or permitted) in the City of
Milpitas from 1999 to 2006. Table I1.2 compares these units with the units required to be
developed in Milpitas pursuant to the City’s Regional Housing Needs Allocation (RHNA)
provided by ABAG.

A total of 2,419 housing units were built or permitted during this period. The total difference
between the RHNA numbers (4,348) and the actual housing units built or permitted is 1,929
units. The income category that the City came closest to meeting was the above moderate-
income group, for which almost 79 percent of RHNA goals were met. In addition, the City met
almost 60 percent of the housing need for very low-income households. Finally of the 405 very
low-income units that were built or permitted, 123 or 30 percent are affordable to extremely low-
income households.

Table 11.2: Comparison of Regional Housing Needs Allocation with Units Built or
Permitted City of Milpitas (1999-2006)

Regional
Units Housing Needs | Percent Goal
Built/Permitted Allocation Achieved
Total Units 2,419 4,348 55.6%
Very Low-Income 405 698 58.0%
Low-Income 99 351 28.2%
Moderate 217 1,146 18.9%
Above Moderate-Income 1,698 2,153 78.9%

Sources: City of Milpitas and Vernazza Wolfe Associates, Inc.



I11. HOUSING NEEDS ASSESSMENT

The purpose of the Housing Needs Assessment is to describe housing, economic, and
demographic conditions in Milpitas, assess the demand for housing for households at all income
levels, and document the demand for housing to serve various special needs populations. The
Housing Needs Assessment also provides information on opportunities for energy conservation
and analysis of any assisted housing projects that are at risk of converting to market rate projects.
The Housing Needs Assessment is intended to assist Milpitas in developing housing goals and
formulating policies and programs that address local housing needs.

At the present time, there is no single source of information to use to describe existing
demographic and housing conditions, since the 2000 Census information is out-dated, and the
next Census will not be conducted until 2010.

Consequently, several sources of information were used to describe existing conditions in
Milpitas. These include the following:

e The 2000 Census, supplemented by 2008 estimates provided by Claritas, Inc. and
housing unit estimates provided by the State of California, Department of Finance,
provides information on population, number of households, household size, vacancy
rates, and other demographic and housing characteristics.

e ABAG 2007 Projections provides employment and income projections.

e Other sources of economic information such as information from the Employment
Development Department, website rental listings, multiple listing service, and other
published data.

e Interviews with key informants provided information on special needs housing.

Finally, to facilitate an understanding of how the characteristics of Milpitas are similar to, or
different from, other nearby communities, this Housing Needs Assessment presents some
comparative data for all of Santa Clara County.

A summary of relevant trends in demographic, economic, and housing conditions based on the
detailed analyses in the Chapter is presented below.



Demographic Trends

e The City continued to add population between 2000 and 2008, reaching an estimated
population figure of 65,754 in 2008. The number of households also grew during the
same time period.

e Almost half the City’s population is below 35 years of age.

e Milpitas remains a family oriented city. For example, the average household size of 3.5
persons is higher in Milpitas than in Santa Clara Count and over 80 percent of all
households are family households.

e While nominal median income rose between 2000 and 2008 (from $84,429 to $97,870),
real household incomes (adjusted for inflation) have dropped.

e About one-third of all Milpitas households pay more than 30 percent of their income on
housing costs. This percentage is higher for lower-income and extremely low-income
households, as well as for renters.

Employment Growth

e Employment growth between 2005 and 2015 is expected to reach 11 percent, or an
increase of over 5,000 jobs.

e The growth in employed residents will exceed growth in population or growth in
employment, so that there should be a better jobs/housing imbalance by 2015.

Housing Trends

e While only about 20 percent of Milpitas households live in overcrowded units (as defined
by standards provided by Department of Housing and Urban Development [HUD]
standards), the percentage of renters in overcrowded units is more than double the
percentage of owners living in overcrowded units.*

e Almost 60 percent of all housing units are currently single family units. However, this
ratio will decline, since the majority of new residential development projects are
multifamily properties.

e The ratio of owners to renters is higher in Milpitas than in the County; 70 percent of
Milpitas households own their own homes.

e Over half of all housing units were constructed since 1970. Aside from isolated pockets,
the housing stock is in good condition.

e Starting in 2006, average rents started to increase. In comparison, sales prices have
decreased since 2006.

! According to HUD, a unit is overcrowded if there are more than 1.01 persons per room.
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e Housing affordability continues to be a problem for lower-income households.

e There continues to be more demand than supply for affordable senior housing, larger
housing units, and housing for other special needs groups, such as the disabled and the
homeless.

A. Population and Employment Trends

1) Population Growth
The total population in Milpitas is estimated at 65,754 in 2008 and grew by about five percent
between 2000 and 2008. (See Table 111.1.) This growth rate is slightly lower than the County’s

growth rate.

Table I11.1: Population Information for Milpitas and Santa Clara County (2000-2008)

Population Information Milpitas Santa Clara County
2008 Estimated Population 65,754 1,776,238

2000 Population 62,698 1,682,585
Growth in Population (2000-2008) 3,056 93,653
Percentage Population Growth (2000-2008) 4.9% 5.6%

Sources: 2008 Claritas, Inc. and 2000 U.S. Census.

It should be noted that the 2008 population estimates presented in Table I11.1 are lower than the
estimates provided by the State of California, Department of Finance (DOF), for the same time
period. For example, the DOF estimates that the population in Milpitas as of January 2008 is
actually 69,419, which exceeds the Claritas estimate by 3,665 persons (or about six percent).?

The distribution of Milpitas's population according to the age categories presented in Table 111.2
is similar to Santa Clara County’s. Almost half of the population in Milpitas and Santa Clara
County is below the age of 35, and about one-quarter is below the age of 18. Finally, the
proportion of senior persons (65 and over) in Milpitas in 2008 is slightly lower at nine percent, in
comparison to the proportion of senior persons in Santa Clara County (ten percent).

* The differences between the Claritas estimates and the DOF estimates mentioned in this section are not
significant, since they are within five to six percent of each other. While it is possible that DOF information is
more accurate (since information on building permits is collected directly from cities), it is necessary to utilize
Claritas numbers in the Housing Element. Claritas provides information on additional demographic
characteristics not provided by the DOF, such as age and income.
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Table 111.2: Age of Population in Milpitas and Santa Clara County, 2008

Milpitas Santa Clara County
Number Percent Number Percent
Age of Population 65,754 1,776,238

17 and Under 16,203 24.6% 445,840 25.1%
18-34 14,990 22.8% 392,387 22.1%
35-44 11,961 18.2% 297,244 16.7%
45-54 10,122 15.4% 265,236 14.9%
55-64 6,506 9.9% 183,950 10.4%
65 & over 5,972 9.1% 191,581 10.8%

Source: 2008 Claritas Estimates
2) Existing and Projected Employment

Table 111.3 shows estimated and projected employment by major sector in the Milpitas Sphere of
Influence in 2005 and 2015.

Table 111.3: Job Growth by Employment Sector, City of Milpitas (2005-2015)

Employment Sector 2005 2015 Ng?;;é%al Ei?ﬁg;
Agriculture and Natural Resources 180 180 0 0%
Manufacturing, Wholesale &

Transportation 25,370 26,480 1,110 4%
Retail 4,150 4,610 460 11%
Financial & Professional Services 4,610 5,570 960 21%
Health, Educational & Recreational 8,510 10,050 1,540 18%
Other 4,830 6,000 1,170 24%
Total Jobs 47,650 52,890 5,240 11%

Source: ABAG, 2007 Projections.

Milpitas had a total of approximately 47,650 jobs in 2005 and is projected to add an additional
5,240 jobs by 2015, for a percentage increase of 11 percent. The job sectors projected to have
the highest growth rates are Other (24 percent), Financial & Professional Services (21 percent),
and Health, Educational & Recreational (18 percent). Health, Educational & Recreational also
will experience the highest growth in the absolute number of new jobs (an increase of 1,540
jobs).

Presently, the City of Milpitas’ level of employment exceeds the number of employed residents.
ABAG projects that this trend will decline over time. The ratio of total jobs to employed
residents was estimated to be 1.8 in 2005 and is projected to decline to 1.5 by 2015. In other
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words, for every employed resident in Milpitas in 2005, there were 1.8 jobs, and this number is
projected to decline to 1.5 jobs per employed resident by 2015.

3) Projections of Population, Employed Residents and Employment

Table 111.4 shows projected population, employed residents and employment for Milpitas and
Santa Clara County for 2005 and 2015. As shown in the table, ABAG projects Milpitas's
population to increase from 64,900 in 2005 to 74,400 in 2015, an increase of nearly 15 percent
over the 10-year period. In contrast, Santa Clara County’s population is projected to grow at a
slightly slower rate of 12 percent from 2005 to 2015.

The 10-year percentage change in employed residents in Milpitas is projected to be 34 percent,
more than twice the percentage increase in population during the same period. A similar trend is
projected for Santa Clara County. Finally, the number of jobs in Milpitas is projected to increase
at a lower rate than percentage increases in employed residents.

Table 111.4: Summary of Population, Employed Residents and Employment Projections,
Milpitas Sphere of Influence (2005-2015)

Milpitas Santa Clara County
2005 2015 2005 2015

Population 64,900 | 74,400 |1,763,000] 1,971,100
% Change 14.6% 11.8%
Employed Residents 26,070 | 34,950 | 734,000 | 962,700
% Change 34.1% 31.2%

Jobs 47,650 | 52,890 | 872,860 | 1,017,060
% Change 11.0% 16.5%

Source: Association of Bay Area Governments (ABAG), Projections 2007.

In summary, current and projected conditions indicate that the City’s population is continuing to
grow and that the population is relatively young, reflecting a growing labor force that is attracted
to the jobs provided in Milpitas.

B. Household Characteristics

1) Number and Type of Households

The number of households in Milpitas is estimated at 17,901 in 2008, for a household growth
rate of about five percent between 2000 and 2008. This growth rate is similar to the population
growth rate between 2000 and 2008. In addition, average household size in Milpitas is estimated
at 3.50 persons per household in 2008 and is slightly higher than the average household size in
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2000 (3.47 persons per household). The average household size in Milpitas is higher than the

average household size in Santa Clara County. (See Table I11.5.)

Table I111.5: Household Information for Milpitas and Santa Clara County (2000-2008)

Household Information Milpitas Santa Clara County
2008 Estimated Number of Households 17,901 594,361

2000 Number of Households 17,132 565,863
Household Growth (2000-2008) 769 28,498
Percentage Household Growth (2000-2008) 4.5% 5.0%

2008 Estimated Average Household Size 3.50 2.94

2000 Average Household Size 3.47 2.92

Sources: 2008 Claritas, Inc. and 2000 U.S. Census.

The U.S. Census divides households into two different categories, depending on their
composition. Family households are those that consist of two or more related persons living
together. Non-family households include persons who live alone or in groups comprised of
unrelated individuals. As shown in Table I11.6, about 82 percent of Milpitas’ households are
estimated to be family households in 2008. In Santa Clara County, this number is lower at about
70 percent. The rate of homeownership in Milpitas (70 percent) is also higher than Santa Clara
County’s (59 percent) and could be due to the high proportion of family households.

Table 111.6: Household Composition for Milpitas and Santa Clara County, 2008

Milpitas Santa Clara County
Number Percent Number Percent
Number of Households 17,901 594,361
Families 14,990 81.7% 65.2% 69.9%
Non-Families 11,961 18.3% 34.8% 30.1%
Household Tenure
Owner 12,532 70.0% 352,731 59.3%
Renter 5,369 30.0% 241,630 40.7%

Source: 2008 Claritas Estimates

2) Existing and Projected Incomes

Table 111.7 shows the distribution of estimated 2008 household incomes for Milpitas and
compares it with actual (unadjusted) 1999 incomes reported by the 2000 Census. The percentage
of households in each category up to $150,000 does not vary significantly between 2000 and
2008. However, a slightly higher percentage of households earned above $150,000 in 2008 in
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comparison to households falling into this category in 2000 (24 percent versus 17 percent). This
reflects an increase in nominal incomes between these two time periods.

Table I11.7: Income Distribution in Milpitas (1999-2008)

Income ® 2008 (Estimated) 2000 Census
Number Percent Number Percent

Under $25,000 1,328 7.4% 945 9.3%

$25,000 to $34,999 879 4.9% 1764 5.5%

$35,000-$49,999 1,405 7.8% 3,050 10.3%

$50,000 to $74,999 2,773 15.5% 3,139 17.8%

$75,000 to $99,999 2,804 15.7% 3,716 18.3%

$100,000 to $149,999 4,372 24.4% 945 21.7%

$150,000 to $249,000 3,372 18.8% 2,943@ 17.2%

$250,000 to $499,999 710 4.0%

$500,000 and above 258 1.4%

Total Households 17,901 100.0%

Median Income $97,870 $84,429

(1) The income figures reported in this table are unadjusted and reported in current dollars for the relevant time
period.

(2) This category represents households earning incomes that are above $150,000. The 2000 Census income
categories are not as fine-tuned for higher income levels as are the income levels provided by Claritas.
Sources: 2008 Claritas, Inc. and 2000 U.S. Census.

However, once household income is adjusted for inflation a different pattern emerges. Milpitas
and Santa Clara County household incomes have declined in constant dollars since 2000. The
Association of Bay Area Governments (ABAG) income estimates documents this trend. A
comparison of the average household income in 2000 with estimated household income in 2005
indicates that Milpitas incomes dropped by about $20,000 between these time periods. This is
very similar to the drop in average income in Santa Clara County during this same time period.
(See Table 111.8.) The most likely explanation for this drop in income is the decline in
employment since 2000 in Silicon Valley industries that are located in and adjacent to the City of
Milpitas and in Santa Clara County.
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Table 111.8: Mean Household Income in Constant Dollars for Milpitas and Santa Clara
County (2000-2005)

Year Milpitas Sphere of Influence @ Santa Clara County
2000 $120,000 $118,400

2005 $99,700 $97,900
Difference 2000-2005 $20,300 $20,500

(1) Income and employment figures provided by ABAG for Milpitas cover the Sphere of Influence, a larger
geographic area than the City’s jurisdictional boundaries.
Source: ABAG’s 2007 Projections

A final way to understand household income in Milpitas is to understand the household income
categories established for state and federal housing programs. These income categories are
based on estimated income in Santa Clara County. In a subsequent section of the housing
element, these income definitions are used to define housing affordability.

Table 111.9: Definitions of Income Categories for Milpitas and Santa Clara County, Based
on State Income Limits

Extremely Low-Income Households have a combined income at or lower than 30 percent of area
median income (AMI) for Santa Clara County, as established by the state Department of Housing
and Community Development (HCD). A household of four is considered extremely low-income in
Santa Clara County if its combined income is less than $31,850 for the year 2008.

Very Low-Income Households have a combined income between 31 and 50 percent of AMI for
Santa Clara County, as established by HCD. A household of four is considered very low-income in
Santa Clara County if its combined income is between $31,851 and $53,050 in 2008.

Low-Income Households have a combined income between 51 and 80 percent of AMI for Santa
Clara County, as established by HCD. A household of four is considered to be low-income in Santa
Clara County if its combined income is between $53,051 and $84,900 in 2008.

Median-Income Households have a combined income of 100 percent of AMI for Santa Clara
County, as established by HCD. A household of four is considered to be median-income in Santa
Clara County if its combined income is $105,500 in 2008.

Moderate-Income Households have a combined income between 81 and 120 percent of AMI for
Santa Clara County, as established by HCD. A household of four is considered to be moderate-
income in Santa Clara County if its combined income is between $84,901 and $126,600 in 2008.

Above Moderate-Income Households have a combined income greater than 120 percent of AMI
for Santa Clara County, as established by HCD. A household of four is considered to be above
moderate-income in Santa Clara County if its combined income is greater than $126,600 in 2008.

HCD uses the same income limits as the U.S. Department of Housing and Development (HUD) for Santa Clara
County in FY 2008.
Source: California Department of Housing and Community Development (HCD), State Income Limits for 2008.
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3) Housing Cost Burdens

According to state standards, a household is considered to be overpaying for housing, and
therefore facing a housing cost burden, if gross monthly housing costs require more than 30
percent of gross monthly income. Households paying more than 50 percent of gross monthly
income are considered to have severe cost burdens or are severely overpaying.

Table 111.10 presents information on housing cost burden by tenure and household income levels
as 0of 1999. This table is based on information provided by HUD’s cross-tabulations of 2000
Census data.> As shown, approximately 31 percent of all Milpitas households experienced high
housing cost burdens in 1999. Housing cost burdens were greatest for renters — more than 40
percent of all Milpitas renters (for a total of 2,040 households) paid more than 30 percent of their
incomes for housing costs in 1999. Renter households earning less than $50,000 per year were
much more likely to have high cost burdens than households with annual incomes greater than
$50,000. For households earning less than $20,000 per year, the percentage of renters with high
cost burdens increased to 87 percent. For households with annual incomes between $20,000 and
$34,999, nearly 83 percent had high cost burdens.

A smaller percentage of Milpitas homeowners (27 percent) had high cost burdens in 1999. A
total of 2,845 homeowners had high cost burdens in 1999.* This included 62 percent of
households earning between $20,000 and $34,999, and 66 percent of households with annual
incomes between $35,000 and $49,999.

A substantial percentage of households earning close to median income also faced high housing
cost burdens in 1999. For households earning between $50,000 and $74,999 per year, which is
roughly comparable to 80 to 100 percent of area median income, a third of renter households and
nearly half of homeowners paid more than 30 percent of their incomes on housing costs.

3 CHAS data tables are compiled by the US Department of Housing and Urban Development, based on a special

tabulation derived from the U.S. Census.

4 Monthly homeownership costs calculated by the US Census include mortgage payments; real estate taxes; fire,

hazard and flood insurance; utilities (electricity, gas, and water and sewer); and heating fuels (oil, coal, kerosene,
wood, etc.). It also includes, where appropriate, monthly condominium fees or mobile home costs such as ground
rents.
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Table 111.10: Milpitas Housing Costs as a Percentage of Income, by Household Income and

Tenure, 1999

Percentage of Income Spent

Percentage of

on Housing Households Paying
Total 0to 20to | 30%or | 30% or More of
Household Income Households @ | 1994 29% more | Income on Housing
Renters
Less than $20,000 590 11 65 514 87.1%
$20,000 to $34,999 718 39 87 592 82.5%
$35,000 to $49,999 749 57 166 526 70.2%
$50,000 to $74,999 1,114 141 597 376 33.8%
$75,000 to $99,999 875 374 469 32 3.7%
$100,000 or more 1,009 897 112 0 0.0%
Total Renters 5,055 1,519 1,496 2,040 40.4%
Owners
Less than $20,000 294 11 57 226 76.9%
$20,000 to $34,999 528 133 68 327 61.9%
$35,000 to $49,999 775 181 80 514 66.3%
$50,000 to $74,999 1,623 430 403 790 48.7%
$75,000 to $99,999 1,966 552 821 593 30.2%
$100,000 to $149,999 2,968 1,359 1,305 304 10.2%
$150,000 or more 2,434 1,940 403 91 3.7%
Total Owners 10,588 4,606 3,137 2,845 26.9%
Total Households 15,643 6,125 4,633 4,885 31.2%

(1) Excludes households for which housing costs could not be collected or computed.

Source: 2000 U.S. Census.

State Housing Element guidelines call for an analysis of the proportion of “lower-income”
households overpaying for housing (Government Code, Section 65583(a) (2). Lower-income

households are defined as those earning 80 percent AMI or below. According to HUD, the 2000

income limit for lower-income households for the Milpitas area (Santa Clara County) was

$56,950.°

As shown in Table I11.11, Milpitas had 2,329 lower-income renter households in 1999. Of those,

1,665 (nearly 72 percent) had high housing cost burdens. It is estimated that 2,147 of Milpitas'
owner households were lower-income in 1999 and that of these, 1,274 (59 percent) had high

> This figure is based on a household size of four persons. Income limits were higher or lower for larger or
smaller households, respectively.
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housing cost burdens. These data clearly show that substantial portions of Milpitas's lower-
income households had a problem with high housing cost burdens in 1999.

Table 111.11: Housing Cost Burdens for Lower-Income Households in 1999, City of
Milpitas and Santa Clara County

Renters | Owners Total

Milpitas

Total Lower-Income Households 2,329 2,147 4,476
Number Paying >30% of Income 1,665 1,274 2,940
Percentage Paying >30% of Income 71.5% 59.3% 65.7%
Number Paying >50% of Income 745 828 1,571
Percentage Paying >50% of Income 32.0% 38.6% 35.1%

Santa Clara County

Total Lower-Income Households 101,087 71,244 | 172,331
Number Paying >30% of Income 68,211 40,092 108,289
Percentage Paying >30% of Income 67.5% 56.3% 62.8%
Number Paying >50% of Income 36,181 24,725 60,893
Percentage Paying >50% of Income 35.8% 34.7% 35.3%

Excludes households for which housing costs could not be collected or computed.
Source: HUD, 2000 CHAS Data Book.

The incidence of high housing cost burdens in Milpitas exceeded (66 percent) comparable
figures for Santa Clara County for both renters and homeowners (63 percent), as shown in Table
I11.11. However the percentage of all households with severe housing cost burdens (35 percent)
was similar in Milpitas and Santa Clara County.

4) Extremely Low-Income Households

Government Code Section 65583(a) (1) requires that housing elements provide documentation of
projections and quantification of a jurisdiction’s existing and projected housing needs for all
income levels, including extremely low-income households. Extremely low-income households
are those who earn less than 30 percent of Area Median Income (AMI). Without adequate
affordable housing, these households are typically the most at risk of becoming homeless.

Eight percent of Milpitas households were extremely low income in 1999, totaling 1,302
households. About a third of these extremely low-income households are one- and two-person
senior households.® Housing cost burdens for extremely low-income households are the highest
of any income group, as shown in Table 111.12.

¢ HUD, 2000 CHAS Data Book.
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Table 111.12: Housing Cost Burdens for Extremely Low-Income Households, City of
Milpitas, 1999

Renters | Owners Total
Extremely Low-Income Households 755 547 1,302
Percentage Paying >30% of Income 84% 67% 7%

Percentage Paying >50% of Income 64% 50% 58%
Source: HUD, 2000 CHAS Data Book.

Assuming extremely low-income households continue to be the same percentage of households
as they are today, Milpitas could add an additional 218 extremely low-income households by
2015.” An alternative approach to estimate the growth in extremely low-income households
would be to assume that half the RHNA allocation of units for very low-income households (689
units) could be required by extremely low-income households. This estimation approach
generates a higher number of extremely low-income households (345) in comparison to the
estimation approach based on ABAG and census data.

At this time, there are 128 existing and planned rent-restricted units for extremely low-income
households in Milpitas; five units for extremely low-income seniors are located at a newly
developed group home (Senior Solutions), 72 units are included at the newly constructed senior
development, DeVries Place, 46 family units for extremely low-income households are under
construction at Aspen Family Apartments, and another five extremely low-income seniors will
be assisted at another group home to be developed by Senior Solutions. When these units are
built, there will be a total of 128 units for extremely low-income households in Milpitas. Finally,
Sunnyhills Apartments is a mixed-income community. It provides 149 Section 8 units for which
extremely low-income households would be eligible.

In addition to these resources in Milpitas, the Santa Clara County Housing Authority provides
Section 8 vouchers to Milpitas households, and EHC Lifebuilders provides shelter and support
services for the Milpitas homeless. Finally, the County provides direct services to the homeless.
These services are discussed below in the subsection on homelessness.

5) Affordable Rental Costs and Home Prices

Household income and household size are the bases upon which to define the ability of a
household to pay for housing costs. The following section examines the ability of Milpitas

7 ABAG, Projections 2007. The City of Milpitas as a whole is projected to add 2,730 households between 2005 and
2015. The estimated number of extremely low-income households is projected by multiplying the percent of
extremely low-income households as of 2000 (eight percent) to the household growth of 2,730 projected by ABAG.
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households at various income levels to pay for housing. This analysis is presented by the
household income categories defined in Table I11.9.

Table 111.13 shows maximum affordable monthly rents and maximum affordable purchase prices
for extremely low-, very low-, low-, median- and moderate-income households in Santa Clara
County (including Milpitas). Since income categories vary by household size, information is
presented for households ranging in size from one to five persons. For example: a three-person
household classified as low-income (or 80 percent of AMI) with an annual income of up to
$76,400 could afford to pay $1,910 monthly gross rent (including utilities) or purchase a
$206,006 house, assuming a five percent down payment. While affordable rents are defined as
requiring no more than 30 percent of income, affordable home prices for owners vary according
to income level and range between 30 and 35 percent.®

Later subsections of this Housing Needs Assessment Chapter show that the current rents and
sales prices for much of the Milpitas housing stock is priced beyond the affordable levels defined
in Table 111.13.

® For example, the percentage of income paid for ownership costs for lower-income households is 30% of gross
income, but median- and moderate-income households are assumed to be able to pay 35% of gross income for
ownership costs.
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Table 111.13: Ability to Pay for Housing by Income Level, City of Milpitas, 2008

Extremely Low-Income Households at 30% of 2008 Median Family Income

Unit Studio 1 Bedroom | 2 Bedroom | 3 Bedroom | 4 Bedroom
Number of Persons 1 2 3 4 5
Income Level $22,300 $25,500 $28,650 $31,850 $34,400
Max. Monthly Rent @ $558 $638 $716 $796 $860
Max. Purchase Price ® |  $16,346 $25,911 $35,584 $45,291 $51,680

Very Low-Income Households at 50% of 2008 Medi

an Family Income

Unit Studio 1 Bedroom | 2 Bedroom | 3 Bedroom | 4 Bedroom
Number of Persons 1 2 3 4 5
Income Level @ $37,150 $42,450 $47,750 $53,050 $57,300
Max. Monthly Rent @ $929 $1,061 $1,194 $1,326 $1,433
Max. Purchase Price @ | $69,347 $86,407 | $103,753 | $120,955 | $133,411
Low-Income Households at 80% of 2008 Median Family Income
Unit Studio 1 Bedroom | 2 Bedroom | 3 Bedroom | 4 Bedroom
Number of Persons 1 2 3 4 5
Income Level &) $59,400 $67,900 $76,400 $84,900 $91,650
Max. Monthly Rent @ $1,485 $1,698 $1,910 $2,123 $2,291
Max. Purchase Price ® | $148,758 | $177,240 | $206,006 | $234,630 | $256,009
Median-Income Households at 100% of 2008 Median Family Income
Unit Studio 1 Bedroom | 2 Bedroom | 3 Bedroom | 4 Bedroom
Number of Persons 1 2 3 4 5
Income Level @ $73,900 $84,400 $95,000 | $105,500 | $113,900
Max. Monthly Rent @ $1,848 $2,110 $2,375 $2,638 $2,848
Max. Purchase Price ® | $244.469 | $286,334 | $328,901 | $370,909 | $403,173
Moderate-Income Households at 120% of 2008 Median Family Income
Unit Studio 1 Bedroom | 2 Bedroom | 3 Bedroom | 4 Bedroom
Number of Persons 1 2 3 4 5
Income Level &) $88,600 | $101,300 | $113,900 | $126,600 | $136,700
Max. Monthly Rent @ $2,215 $2,533 $2,848 $3,165 $3,418
Max. Purchase Price ® | $305,678 | $356,704 | $407,599 | $458,767 | $498,110

(1) Based on HCD Income Limits.
(2) Monthly rent and utilities are no more than 30% of income.

(3) Housing costs are no more than 30% of income for extremely low-, very low- and low-income households, and
35% of income for median-and moderate-income households. Total housing costs include mortgage payment, HOA
dues, property taxes and utilities. Mortgage terms assume a 95% loan @ 6.5%, with a 30-year term.

Sources: California Department of Housing and Community Development (HCD); City of Milpitas, and Vernazza
Wolfe Associates, Inc.
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6) Overcrowding

The Census defines an overcrowded unit as one with more than 1.0 person per room (excluding
bathrooms and kitchens). Units with more than 1.5 persons per room are considered severely
overcrowded.

In total, 19 percent of Milpitas housing units were overcrowded in 2000, as shown in Table
[11.14. This represents 3,334 households, 1,632 of whom were renter households and 1,702 were
homeowners. Approximately 9 percent of housing units in Milpitas were severely overcrowded.
Proportionally, overcrowding was a greater problem for the City’s renter households than its
homeowners in 2000. Overcrowding was worse for both homeowners and renters in Milpitas
than for Santa Clara County as a whole.

Table I11.14: Overcrowding by Tenure, City of Milpitas and Santa Clara County, 2000

Owners | Renters | Total

City of Milpitas

Total Households 11,951 5,186 17,137
Persons Per Room
One or Fewer 10,249 3,554 13,803
1.01 to 1.50 1,702 1,632 3,334
More than 1.50 742 768 1,510
Percent Overcrowded 14.2% 31.5% 19.5%
Percent Severely Overcrowded 6.2% 14.8% 8.8%

Santa Clara County

Total Households 338,636 | 227,227 | 565,863
Persons Per Room
One or Fewer 310,725 | 174,234 | 484,959
1.01 to 1.50 27,911 52,993 | 80,904
More than 1.50 13,216 33,048 | 46,264
Percent Overcrowded 8.2% 23.3% 14.3%
Percent Severely Overcrowded 3.9% 14.5% 8.2%

Source: 2000 U.S. Census.
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C. Housing Stock Characteristics

1) Information Sources

There are three sources of information for 2008 housing unit counts. These include the State of
California Department of Finance Population and Housing Estimates (DOF); Claritas, Inc., a
private company that provides housing and population estimates and projections, and the City of
Milpitas’ building records. However, information provided by these sources differs. For
example, the lowest count of housing unit growth between 2000 and 2008 is the DOF estimate of
1,709 housing units. In comparison, Claritas’ estimate for growth in the number of housing units
is higher during the same period at 1,917 units (a difference of 208 units). Finally, according to
the City, a total of 3,318 housing permits were issued between 1999 and 2006. All three sources
of information are used in the Housing Element.

e DOF is the source of information for 2008 housing unit counts by type of housing (single
family, multifamily, etc.), and occupancy status.

e Claritas estimates are used for 2008 tenure and age of housing information.

e City of Milpitas records are used in describing the number and type of units that have
been permitted since January 1, 2007.

Finally, a targeted housing condition survey was conducted to supplement the information
provided by these other data sources. Results from this survey are presented below.

2) Housing Types and Occupancy Levels

Table 111.15 presents information on the housing stock of Milpitas and Santa Clara County in
2000 and 2008. In 2008, single family detached units accounted for the majority of housing in
Milpitas, comprising nearly 58 percent of the total. When detached and attached single family
units are considered together, they make up more than two-thirds of the total existing housing
stock. While single family units constitute a slightly larger proportion of the total housing stock
in Milpitas than in Santa Clara County as a whole, single family units declined as a percentage of
total housing units in Milpitas between 2000 and 2008.

In contrast, multifamily properties represent a growing percentage of total housing units in
Milpitas. As shown in Table I11.15, multifamily properties with more than five units grew from
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12.6 to 18.5 percent of the total housing stock between 2000 and 2008. With few exceptions, all
housing built in Milpitas since 2000 has been multifamily.®

In 2000, a majority of five-plus unit properties had between 5 and 20 units, and just over a third
of all five-plus unit properties had more than 50 units.® While information provided by the
California Department of Finance (DOF) for 2008 does not provide details about how many units
are presently in large multifamily properties, a recent market study prepared for the City found
that of the 3,492 housing units that were under construction or had been recently approved as of
February 2008, the average density was 34 units to the acre.** In fact, 98% of new housing in
Milpitas is multifamily. This trend reflects the City’s policy to develop denser housing in the
Midtown and Transit Area Specific Plan Areas.

The percentage of mobile home units in Milpitas’s housing stock has remained relatively
constant between 2000 and 2008, at just over three percent of total housing stock. These units
have been governed by rent control since 1992.

Table 111.15 also shows the number of occupied units and the percentage of vacant units. It is
important to note that these counts include all vacant units, including those units held vacant for
seasonal use; not all of the vacant units are actually offered for sale or for rent. Milpitas is
shown as having a very low vacancy rate of 1.34 percent in 2008, which is slightly lower than
the vacancy rate for Santa Clara County.

® Vernazza Wolfe Associates, Inc., City of Milpitas Market Study, 2008.
192000 U.S. Census.
"' Vernazza Wolfe Associates, Inc., City of Milpitas Market Study, 2008.
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Table 111.15: Housing Stock by Type and Vacancy for Milpitas and Santa Clara County
(2000-2008)

City of Milpitas Santa Clara County
2000 2008 2000 2008
Number | Percent | Number | Percent | Number | Percent | Number | Percent

Total Units 17,369 19,073 579,329 622,779
Single family

Detached 10,918 | 62.9% 11,061 | 58.0% | 323,923 | 55.9% | 336,196 | 54.0%

Attached 2,226 | 12.8% 2,225 | 11.7% 52,736 | 9.1% 55,834 | 9.0%
Multifamily

2 to 4 units 1,472 | 8.5% 1,665 | 8.7% 46,371 | 8.0% 46,932 | 7.5%

5 plus units 2,181 | 12.6% 3,633 | 18.5% 136,628 | 23.6% | 164,151 | 26.4%
Mobile Homes 550 | 3.3% 589 | 3.1% 19,102 | 3.4% 19,666 | 3.2%
Occupied Units 17,137 | 98.7% 18,818 | 98.7% 565,863 | 97.7% 608,652 | 97.7%
Vacancy Rate 1.34% 1.34% 2.32% 2.27%

Sources: 2000 U.S. Census; and California Department of Finance (DOF), E-5 Population and Housing Estimates,
2008.

3) Overall Housing Conditions

The U.S. Census provides only limited data that can be used to infer the condition of Milpitas'
housing stock. For example, the Census reports on whether housing units have complete kitchen
and plumbing facilities. With the exception of 46 housing units, all Milpitas housing units had
complete plumbing facilities, and only 38 units had incomplete kitchen facilities as of 2000.
These census indicators reveal little about overall housing conditions.

In most cases, the age of a community's housing stock is a better indicator of the likely condition
of the housing stock, particularly in communities like Milpitas where a large proportion of
housing units are relatively new. As shown in Table 111.16, over 98% of the City’s housing stock
was built after World War 1l. Nearly half (45 percent) of all units have been built since 1980,
and a comparable percentage (46 percent) was built in the 1960s and 1970s. However, since
approximately 31 percent of the City’s housing stock is more than 40 years old, it is possible that
some of the housing in Milpitas could be substandard.
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Table 111.16: Age of Housing Stock, City of Milpitas, 2008

Year Structure Built Number of Units  Percentage of Housing Stock
1999 to 2008 1,917 10.5%

1990 to 1998 2,984 16.4%

1980 to 1989 3,315 18.2%

1970 to 1979 4,443 24.4%

1960 to 1969 4,052 22.3%

1950 to 1959 1,248 6.9%

1940 to 1949 120 0.7%

1939 or Earlier 118 0.6%

Total Units 18,197 100.0%

Source: 2008 Claritas, Inc.

The Senior Housing Neighborhood Preservation Specialist provided statistics on code
enforcement activity during the past three years. Code enforcement activity relates to both
housing and neighborhood conditions. In the last three fiscal years, starting in 2005/06 and
ending in 2007/08, resolved violations and complaints were primarily connected to enforcement
of the Neighborhood Beautification Ordinance.

¢ In 2005/06, there were a total of 1,802 resolved violations and complaints, of which 337
were vehicle related.

e In 2006/07, the number of violations and complaints was lower at 1,470, of which 208
were vehicle related.

e Finally, in 2007/08, there were 1,500 violations and complaints, of which 225 were
vehicle related.

These violations covered a range of violations, including those related to signs, zoning, junk cars,
graffiti, solid waste and animal regulations. Most of these violations are related to the City’s
Neighborhood Beautification Ordinance, which was adopted in December 2000. The Ordinance
specifies certain actions as unlawful, outlines procedures for abating the problem, and establishes
a schedule of fines to apply if necessary. The Ordinance covers the following areas:

e Outdoor Storage — The accumulation of junk, discarded objects, furniture, etc. that are a
threat to health or safety of any person or that are visible from the public right-of-way.
Includes vehicles in disrepair.

e Landscaping/Vegetation — Dead, decayed, diseased or hazardous trees, weeds, shrubs or
other vegetation. Overgrown vegetation likely to harbor rats, vermin and other similar
nuisances.

e Buildings and Structures — Includes abandoned and boarded up buildings.
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e Fences and Gates — Severely sagging, leaning, fallen or decayed fences or other
structures.

e Parking in Residential Front Yards — Includes vehicle parked on the lawn or
residential front yard.

e Residential Vehicle Repair — Prohibits major vehicle repairs, such as pulling an engine
block, repair and replacement of transmissions and similar work associated with
automobiles, boats or other motorized vehicles.

e Miscellaneous — Any other condition or use of property that represents a threat to the
health and welfare of the public by virtue of its unsafe, dangerous or hazardous nature.

The City’s Code Enforcement Program responds to complaints from residents through a Service
Request format, which investigates complaints. If the condition is a violation of the
Neighborhood Beautification Ordinance, the property owner is given notice to comply and, if
necessary, is cited for the violation.

4) Targeted Housing Condition Survey

A windshield survey of housing conditions was conducted for the 2002 Housing Element.
Similarly, a windshield survey of housing conditions was conducted for the Housing Element
update. However, the 2008 windshield survey was more targeted.

The following two neighborhoods were surveyed in 2008:

e The Selwyn Park neighborhood, including Selwyn, Shirley, and Edsel Drives as well as
Dempsey Road. (This area is south of East Calaveras Boulevard.)

e The Cardoza Park area, bordered to the north by Kennedy Drive, to the south by
Calaveras Boulevard, to the east by North Park Victoria and to the west by North Temple
Drive.

These neighborhoods were chosen based on staff recommendations of areas that could
potentially have more housing problems than other areas in the City. While these neighborhoods
were not intended to represent the City’s overall housing stock, they were chosen as areas that
could have housing rehabilitation needs.

A total of 128 properties were randomly sampled. Surveyed properties included the following
housing types:
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e Single family homes (54 percent),

e Duplexes (nearly 13 percent),

e Tri- and quad-plexes (nearly 20 percent), and
e Five-or-more-unit buildings (14 percent).

For more information on the methodology used for the housing condition survey, see Appendix
C.

Three quarters of all surveyed properties received a rating of either sound or excellent. Only 23
percent received a rating that suggested the need for minor rehabilitation, and only two
properties appeared to require moderate rehabilitation. (See Table 111.17.) No properties were
assessed to be dilapidated or in need of substantial rehabilitation.

Table 111.17: Overall Property Conditions, Housing Survey

Number of Percent of

Condition Properties Total
Excellent 25 20%
Sound 71 56%
Needs Minor Rehab 30 23%
Needs Moderate Rehab 2 2%
Needs Substantial Rehab 0 0%
Dilapidated 0 0%
Total Surveyed 128

Source: Vernazza Wolfe Associates, Inc, August 2008.

Generally, properties needing some form of rehabilitation received this rating due to the need for
repairs in multiple categories, such as foundation, siding, roofing and/or windows and doors.

Multifamily buildings with three or more units were the buildings most likely to need some form
of rehabilitation, while single family structures were the least likely. (See Table 111.18.)

Table 111.18: Property Condition by Structure Type

Structure Excellent or Need Some Form
Type Sound of Rehab
Single family 84% 16%
Duplex 81% 19%

3-4 Units 60% 40%
5+Units 56% 44%

Source: Vernazza Wolfe Associates, Inc, August 2008.

29



With regard to specific housing conditions, the housing survey found the following:

e Siding disrepair was the most common housing problem; 62 percent of surveyed
properties needed some form of siding improvement. Usually a structure’s siding needed
repainting, though 20 percent of the properties had siding that was cracked or broken in
spots, and two percent needed outright siding replacement.

e Windows and doors were generally in the best condition — only 20 percent had some
form of problem requiring repair.

e Twenty-eight percent of properties showed cracks at the foundation, though none of these
currently require partial or full replacement.

e About 27 percent of properties had cracked, broken or curled shingles, but only one
property needed partial re-roofing or more serious repair.

e Few blighting conditions were evident at surveyed properties. However a total of eight
surveyed properties had trash accumulations in their front yards, one property had fence
graffiti, and one property was fronted by an unsafe sidewalk.

A block assessment was conducted in tandem with the housing condition survey, in part to
record issues missed through random sampling. The block assessment took a broader look at
conditions on each surveyed street. This assessment identified additional code and clean-up
issues, but found limited evidence of major problems. Trash accumulation was observed on
eight of the 19 street segments surveyed. A handful of blocks had properties with cars parked
on front lawns. Several multifamily buildings in the survey area had carports in disrepair.
Overall, properties whose conditions might be characterized as poor were rare. Only four street
segments contained a property meeting this description. The majority of blocks assessed were
rated in good condition, and one was rated excellent.

5) Rental Housing Costs, Trends, and Affordability

Thus far, this Housing Needs Assessment has addressed the types of housing and housing
conditions in Milpitas. A final consideration is the cost of both rental and for-sale housing.
Table 111.19 presents two indicators of existing rent levels in Milpitas. One indicator relies on
HUD-defined, fair market rents (FMRs) for Santa Clara County (including Milpitas). Fair
market rents represent the 40th percentile of rents in the County.'? In other words, sixty percent
of rents in the County are above the figures shown and forty percent below. In general, the FMR
for an area is the amount that would be needed to pay the gross rent (rent plus utilities) of

12 The 40th percentile rent is drawn from the distribution of rents of all units that are occupied by recent movers.
Adjustments are made to exclude public housing units, newly built units and substandard units.
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privately owned, decent, safe, and sanitary rental housing of a modest, non-luxury nature with
suitable amenities. The second indicator shows average advertised rents in Milpitas as of
August 2008. These advertised rents would be expected to be higher than FMRs for two reasons.
First, FMRs are at the 40" percentile, as described above, and the advertised rents reported in
Table 111.19 are averages. Secondly, FMRs are based on the countywide rental market, and
Milpitas is a higher priced market than some areas in Santa Clara County, including parts of San
Jose.

Table 111.19: Fair Market Rents and Average Advertised Rents, City of Milpitas, 2008

Number of Bedrooms in Unit

Studio | 1BR | 2BR | 3BR | 4BR
Fair Market Rent — 2008 @ $928 | $1,076 | $1,293 | $1,859 | $2,047
Average Advertised Rents @ NA | $1,380 | $1,748 | $2,025 | $2,476

(1) 40th percentile of market rents for Fiscal Year 2008 for San Jose-Sunnyvale-Santa Clara (Santa Clara County).
(2) Based on a survey of 86 non-duplicative rental listings found on Craisglist.org and Apartments.com for the
period of August 1-15, 2008.

Source: U.S Department of Housing and Urban Development (HUD) (24 CFR Part 888), Oct. 2007 and Vernazza
Wolfe Associates, Inc.

As shown previously in Table 111.9, a low-income, three-person household with an annual
income of up to $76,400 could afford to pay a monthly gross rent (including utilities) of $1,910.
Comparing Table 111.9 to Table 111.19, such a household could afford the fair market rent of
$1,293 for a two-bedroom unit, assuming such a unit was available in Milpitas. This household
would also be able to afford the average advertised rent of $1,748. However, a very low-income
household of the same size, earning $47,750 per year, could only afford to pay a monthly rent of
$1,194, and would therefore be unable to afford the FMR for a two-bedroom unit or pay the
average advertised rent for a two-bedroom unit.

Generally, low-income households (between 51% and 80% AMI) of one to four persons are able
to afford the average priced rental units appropriate to their household sizes in Milpitas.
However, affordable rental options are scarcer for larger, low-income households. For example,
neither five-person nor six-person, low-income households would be able to afford the average
rents for four-bedroom units ($2,476). Also, very low-income and extremely low-income
households earn just below what would be necessary to afford the fair market rent for units
matched to their household sizes, with the single exception of studio apartments. Average
advertised apartment rents are even less affordable for very low- and extremely low-income
households, at all apartment sizes.

Average rents in Milpitas have been steadily increasing during the second half of this decade.
After falling on an annual basis between 2001 and 2005, rents began to increase again in 2006 as
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demand for homeownership started to decline, and rental housing became more appealing.
According to rent data derived from listings posted at apartmentratings.com, the average two-
bedroom apartment rent (unadjusted for inflation) rose from approximately $1,350 in 2005 to
$1,550 in 2007. In 2008, two-bedroom apartment rents averaged approximately $1,750, an
increase of 13 percent over 2007 rents.*® While rents have not yet reached 2001 rent levels,
when an average two-bedroom rented for approximately $1,900, rents appear to be steadily
increasing. It is likely that recent trends in the housing market, such as lack of credit and
relatively high prices, have encouraged households to continue renting.

6) Homeownership Costs, Trends, and Affordability

Home prices in Milpitas have followed the inverse pattern of apartment rentals over the past
decade. After dipping slightly during the dot-com bust in 2002, home prices in Milpitas rose
rapidly to new highs in the middle part of the decade. Tables I11.20 and 111.21 show a year-to-
year comparison of median and average sales prices from 2001 through the first part of 2008 for
both single family homes and condominiums in Milpitas. As shown, single family home prices
rose 60 percent between 2001 and 2006, reaching a peak average price of $768,912, but then fell
with the onset of the housing downturn. Average prices in 2008 are now 25 percent below their
peak in 2006, with a 21-percent drop in home prices recorded between May 2008 and May 2007.

Table 111.20: Changes in Single Family Sales Prices in Milpitas (2001-2008)

Average | Percent | Median | Percent | Number
Date Price Change | Price Change | of Sales

May-01 | $479,075 $452,500 32
May-02 | $563,038 | 17.5% | $523,500 | 15.7% 52
May-03 | $511,571 | -9.1% | $470,000 | -10.2% 45
May-04 | $572,111 | 11.8% | $532,500 | 13.3% 48
May-05 | $710,619 | 24.2% | $650,000 | 22.1% 62
May-06 | $768,912 | 8.2% | $730,000 | 12.3% 40
May-07 | $722,000 | -6.1% | $715,000 | -2.1% 17

May-08 | $573,002 | -20.6% | $547,675 | -23.4% 22
Source: Intero Real Estate Services; Multiple Listing Service (MLS), August 2008.

The City’s condominium market has been less volatile during the recent housing market crisis.
Since peaking in 2005 at approximately $536,000, average prices for condominiums sold in the
month of May have only dropped six percent, falling to $504,000 in 2008.

13 Information was downloaded from www.apartmentratings.com/rate/ CA-Milpitas-Pricing in September 2008.
Data used to calculate average prices by floor plan over time were gathered from renters' disclosure of monthly
rental rates at 15 apartment complexes.
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Table 111.21: Changes in Condominium Sales Prices in Milpitas (2001-2008)

Average | Percent | Median | Percent | Number
Date Price Change | Price Change | of Sales

May-01 | $386,926 $370,000 9
May-02 | $350,589 | -9.4% | $318,500 | -13.9% 20
May-03 | $384,105 | 9.6% | $397,000 | 24.6% 19
May-04 | $467,602 | 21.7% | $480,000 | 20.9% 24
May-05 | $536,071 | 14.6% | $575,000 | 19.8% 28
May-06 | $532,952 | -0.6% | $522,000 | -9.2% 14
May-07 | $503,000 | -5.6% | $535,000 | 2.5% 11

May-08 | $504,000 | 0.2% | $520,000 | -2.8% 7
Source: Intero Real Estate Services; Multiple Listing Service (MLS), August 2008.

The City of Milpitas is not significantly impacted by recent foreclosure activity. For example, in
March 2009, 426 homes were listed as being at some point in the foreclosure process (from
notice of default through bank sales) according to RealtyTrac, a private firm that tracks
foreclosures. This number represents about two percent of all housing units in Milpitas.

Despite the overall downturn of the past few years, 2008 median sales prices are still well above
2001 levels. Median single family home prices have increased 21 percent since 2001, and
median condominium prices have increased by more than 40 percent. This has had important
impacts on housing affordability.

Based on the sales price assumptions presented in Table I11.9, low- and moderate-income
households would be unable to afford the average priced single family home in Milpitas
($573,002 in May 2008) or even the average priced condominium unit ($504,000). In order to
afford to purchase a single family home, a household would need to be above-moderate-income,
with an annual income of approximately $137,000 (130 percent of area median income).™* Only
30 percent of Milpitas households presently meet this threshold, based on the 2008 income
distribution data presented earlier in Table 111.7. To afford the average priced condominium unit,
a household would need to earn $120,000 annually (or 114 percent of AMI). Presently about 34
percent of Milpitas’ households earn enough to afford the average priced condominium unit.

1 This assumes that buyers spend 35% of their incomes for housing payments, provide a 20 percent down payment,
and obtain a 6.5%, fixed rate, 30-year mortgage. Insurance and property taxes are included in the computation of
affordable sales prices.
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D. Special Housing Needs

Within the general population there are several groups of people who have special housing
needs. These needs can make it difficult for members of these groups to locate suitable housing.
The following subsections discuss the special housing needs of the six groups identified in State
housing element law (Government Code, Section 65583(a) (6)). Specifically, these include
elderly households, persons with disabilities, large households, female-headed households, farm
workers, and the homeless. Where possible, estimates of the population or number of
households in Milpitas falling into each group are presented.

1) Elderly Households

The total population of residents over the age of 65 in Milpitas grew by more than 1,500 persons
between 2000 and 2008 to reach an estimated total of 5,972 in 2008. This represents an increase
of nearly 35 percent since 2000, significantly higher than the growth rate of the City’s non-senior
population. As shown in Table 111.22, the much of the absolute growth in the senior population
was among adults 65 to 74 years of age, and the fastest growth rate was experienced by seniors
75 years and older. Finally, the senior population of Milpitas grew at a faster rate than Santa
Clara County’s senior population (35 percent compared with 20 percent).

Table 111.22: Growth in Senior Population in Milpitas and Santa Clara County (2000-2008)

Overall Percentage
2000 2008 Growth 2000-2008
Milpitas Senior Population
Ages 65 to 74 3,039 3,730 22.7%
75 and Older 1,390 2,242 61.3%
Total Senior Population 4,429 5,972 34.8%
Total City Population 62,714 65,754 4.8%
Non-senior Population 58,285 59,782 2.6%
Santa Clara County Senior Population
Ages 65 to 74 87,624 105,245 20.1%
75 and Older 71,639 86,336 20.5%
Total Senior Population 159,263 191,581 20.3%
Total County Population 1,682,585 | 1,776,238 5.6%
Non-senior Population 1,523,322 | 1,584,657 4.0%

Sources: 2000 U.S. Census and 2008 Claritas.

While Claritas provides information on growth in the senior population, it does not provide
information on growth in senior-headed households. Consequently, Table 111.23 estimates
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growth in senior households by tenure by combining information from the 2000 Census with
information from Claritas. Table 111.23 provides estimates for the total number of senior
households in 2008, as well as estimates for renter-occupied and owner-occupied units headed by
seniors. The majority of senior households (76 percent) were homeowners.

Table 111.23: Estimated Growth in Senior Households by Tenure in Milpitas (2000-2008)

2000 2008 ¢ Growth
Total Senior Households 1,808 2,438 632
Senior Renter Households 436 588 152
Senior Owner Households 1,372 1,850 478
Percent Renter Households 24.1% 24.1% NA
Percent Owner Households 75.9% 75.9% NA

(1) To estimate the total number of senior households for 2008, the average size of senior-headed households was
assumed to be the same in 2008 as it was in 2000. The 2008 senior population was then divided by the average
senior household size to generate an estimate of the number of households headed by seniors.  Senior household
tenure was estimated also using ratios from the 2000 Census. In this case, the percentage of senior-headed
households renting or owning their homes in 2000 was applied to the total estimated number of senior households in
2008.

Sources: 2000 U.S. Census and 2008 Claritas, Inc.

Senior Households” Housing Cost Burdens

Senior households typically live on fixed incomes, thus potentially increasing their needs for
affordable housing. This is supported by information provided in Table I11-24. As shown in
Table 111.24, one-to-two person senior-headed households were more likely to have high housing
cost burdens in 1999 than households in general, since 38 percent paid more than 30 percent of
their income for housing, and 18 percent paid more than 50 percent of their income for housing
costs. The cost burdens faced by senior renters were particularly high, with nearly 61 percent of
senior renter households experiencing a high housing cost burden in 1999 compared to 37
percent of all renter households. Senior homeowners were also more likely than their non-senior
counterparts to experience a high housing cost burden; nearly 33 percent were burdened by high
housing costs in 1999 compared to 26 percent of homeowners overall. Although senior
homeowners are generally more likely to have owned their homes long enough to pay off
mortgages, their higher rate of housing cost burden may result from having to pay other
ownership costs — such as utilities, maintenance, and insurance — on fixed incomes.
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Table 111.24: Housing Cost Burdens for One-to-Two Person Senior-Headed Households,
City of Milpitas, 1999

Households with Cost Households with Severe

Total Burdens Cost Burdens

Households (>30% of income) (>50% of income)

No. Percentage No. Percentage
Senior Renters 351 213 60.7% 80 22.8%
Senior Homeowners 1,363 443 32.5% 234 17.2%
All Senior Households 1,714 656 38.3% 314 18.3%
Total Renters 5,151 1,921 37.3% 747 14.5%
Total Owners 11,951 3,083 25.8% 1099 9.2%
All Households 17,102 5,011 29.3% 1847 10.8%

Senior households examined here are 1-2 person households. The CHAS Data Book defines senior households as
being headed by an individual over 62 years of age (as opposed to 65 years and above — the definition used in
other sections of this chapter). The number of total senior households in this table, therefore, differs from the total

number of senior households reported in Table 111-23.

Source: HUD, 2000 CHAS Data Book.

The housing burdens described above partly reflect the large percentage of senior households
that are lower-income in Milpitas. As Table 111.25 shows, more than half of all one-to-two-
person senior households were low-, very low- or extremely low-income in 1999. Finally, senior
renter households were much more likely to be lower-income than were senior homeowners.

Table 111.25: One-to-Two Person Senior Headed Households, by Income and Tenure, City
of Milpitas, 1999

Senior Households
Renters Homeowners | Total
Total Senior Households 351 1,363 1,714
Extremely Low-Income 56.7% 18.0% 25.9%
Very Low-Income 20.8% 21.9% 21.7%
Low-Income 7.1% 10.9% 10.2%
Moderate-Income and Above 15.4% 49.2% 42.2%

(1) Senior households examined here are 1-2 person households. The CHAS Data Book defines senior
households as being headed by an individual over 62 years of age (as opposed to 65 years and above — the
definition used in other sections of this chapter). The number of total senior households in this table, therefore,
differs from the total number of senior households reported in Table 111-23.

Source: HUD, 2000 CHAS Data Book.

Finally, Table 111.26 shows how the problem of high cost burdens is exacerbated for lower-
income senior-headed households. Over 50 percent of all lower-income senior households had
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high housing cost burdens in 1999, and 30 percent had severe housing cost burdens. While a
higher percentage of renters faced high cost burden than homeowners, in absolute numbers, more
homeowners have high cost burdens.

Table 111.26: Incidence of High Cost Burdens among Lower-Income, Senior Headed
Households with One to Two Persons, City of Milpitas, 1999

Lower Income Senior Households )
Renters Owners Total
Total 297 693 990
Cost Burden >30% 67.0% 44.4% 51.2%
Cost Burden >50% 26.9% 31.0% 29.8%

(1) Lower-income includes households earning up to 80% of area median income.
Source: HUD, 2000 CHAS Data Book.

Housing Options for Seniors

There is increasing variety in the types of housing available to the senior population. This
section focuses on three basic types.

e Independent living — housing for healthy seniors who are self-sufficient and want the
freedom and privacy of their own separate, apartment or house. Many seniors remain in
their original homes, and others move to special residential communities which provide a
greater level of security and social activities of a senior community.

e Group living — shared living arrangements in which seniors live in close proximity to
their peers and have access to activities and special services.

e Assisted living — provides the greatest level of support, including meal preparation and
assistance with other activities of daily living.

Each of these options is discussed below. It is clear that there is a lack of housing resources for
low-income seniors in Milpitas. This situation is not unique to Milpitas and reflects national
trends.

Independent Living
The greatest need for some lower-income seniors is to receive support services in order to remain

in their own homes as long as possible.™® Santa Clara County provides some services to help
lower-income seniors live independently, but these services are insufficient to meet all needs.

5 Interviews with Baker Registry and Senior Housing Solutions, Fall 2008.
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The primary, affordable in-home service in Santa Clara County is provided by In-Home Health
Services (IHHS), and the Multi-Service Program (MSP). IHHS provides help with cooking,
housekeeping, and transportation. MSP offers teams of professionals who provide services like
medication monitoring. The Council on Aging coordinates both service providers, and operates
with limited state funding. These services meet a very small portion of the need.*® Since the
senior population is projected to nearly double by the year 2020, demand for these in-home
services can be expected to increase dramatically as well.*’

An alternative to receiving support services in one’s own home is to live in an independent living
development designed for seniors. Presently there are two affordable housing developments for
lower-income seniors in Milpitas. The newer of the two, Devries Place, was completed in
February of 2008. It was fully occupied in a short period of time. All 102 units are priced to be
affordable to very low- and extremely low-income seniors. The development is located in a
mixed-use district at the north end of the Midtown Specific Plan Area. The new Valley Health
Center will be built next door to Devries Place in 2009, and a new Milpitas Public Library across
the street has been completed and is open. Retail and transit are also within a short walking
distance.

Terrace Gardens, built in 1989, provides 148 units for very low-income seniors. A meal program
is included. The development is located behind a shopping center, providing residents with easy
access to retail goods, groceries and services.

Waiting lists at each of these developments are substantial, providing strong evidence of unmet
need. More than 150 people are on the waiting list for Devries Place, and new applicants are
reportedly added to the list on a daily basis. Terrace Gardens also maintains a waiting list. This
list ranges between several months to two years, depending on the affordability category and unit
turnover.

Additionally, in Fall 2008, there were 330 seniors from Milpitas on Santa Clara County’s
Housing Authority’s Section 8 voucher waiting list. This is in addition to 116 Milpitas senior
households that already have vouchers.

Finally, the Barbara Lee Senior Center located in Milpitas reports that it receives between 30 and
40 inquiries from seniors for low-income housing per month. This request level remained steady
during 2008. The City is building a new Senior Center and anticipates completion in late 2010.

'S Interview with the Executive Director, Senior Housing Solutions, August 26, 2008.

7 Projections of the County’s senior population are reported in Community for a Lifetime: A Ten Year Strategic
Plan to Advance the Well-Being of Older Adults in Santa Clara County, The City of San Jose and the County of
Santa Clara, 2005, p.13.
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Affordable Group Living

Senior Housing Solutions is a leading developer in Santa Clara County of shared senior housing,
in which older adults share large, single family homes. Presently this non-profit operates a total
of nine houses countywide, providing rooms for 37 seniors. Another three homes were under
construction in the County in 2008. Four to five extremely low-income residents live in each
house. In 2007, Senior Housing Solutions located its first shared home in Milpitas near Abel
Street and Marylinn Drive. As of mid-2008, 130 people were on their waiting list. Ten of these
individuals live in Milpitas. Senior Housing Solutions expects its waiting list to double once it
advertises its new homes.*® The City of Milpitas has authorized another grant of $750,000 to
Senior Housing Solutions for the development of another group house that will serve five
extremely low-income seniors. Finally, the City supports a request for funding by Senior
Housing Solutions to the Housing Trust Fund of Santa Clara County. Milpitas has pledged an
additional $100,000 in support for this funding request to the Housing Trust Fund.

Assisted Living

Residential care facilities for the elderly (RCFE’s) offer state-licensed assisted living for people
who need minimal assistance with personal care such as bathing, dressing, and grooming, and
who need or want communal meals and social contact. Presently, there are a total of five
licensed residential care homes for the elderly in Milpitas, with a combined capacity of 30
beds.*® The City provides CDBG funds to Catholic Charities of Santa Clara County Long Term
Care Ombudsman Program to seek resolution to problems of seniors, to advocate for the rights of
residents in long-term care facilities, and to investigate complaints.

RCFE’s in Santa Clara County cost typically between $1,200 and $10,000 per month, with
relatively few facilities at the low end of the price scale (even assuming shared rooms and
minimal personal care), and more options in the $3000 to $4000 range.? For those seniors who
receive Supplemental Security Income (SSI), their benefit levels would cover only a small
portion of this cost. In addition, neither Medical nor Medicaid assistance can be used to pay for
rooms at RCFE’s. This mismatch between income and residential costs underscores a need for
more affordably priced residential care facilities.

'8 Interview with Executive Director, Senior Housing Solutions, August 26, 2008.

19 State of California Community Care Licensing Division, Directory Report: Santa Clara County, April, 2008.
2 Interviews with Santa Clara Long-Term Care Ombudsman Program, Senior Registry and Baker Registry,
September-October, 2008.
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2) Persons with Disabilities
In 2000, 17 percent of Milpitas residents over five years of age had some form of disability. This
totaled 9,390 residents. The highest rate of disability was among persons over the age of 65 (44

percent). (See Table I11.27.)

Table 111.27: Disabled Population Five Years and Older, City of Milpitas, 2000

With a Total Percent with
Age Disability | Population® | a Disability
5 to 15 years 225 9,462 2.4%
16 to 64 years 7,211 41,187 17.5%
65 years and older 1,954 4,429 44.1%
Total Population 5 years and older 9,390 55,078 17.0%

(1) Non-institutionalized civilian population only.
Source: 2000 U.S. Census.

Table 111.28 provides more detailed information on the nature of these disabilities. The number
of disabilities in this table (16,296) exceeds the number of individuals with disabilities (9,390),
since a person can have more than one disability. Of the general population over the age of five
who reported disabilities, the most common disabilities were related to employment or difficulty
going outside the home.

Table 111.28: Types of Disabilities for Persons Five Years and Older, Milpitas, 2000

Age Group

Type of Disability TOTAL 5-15 years 16-64 years 65 years+

Number | % Number % Number | % | Number | %
Sensory 1,080 7% 78 32% 485 4% 517 13%
Physical 2,408 | 15% 31 13% 1,194 10% | 1,183 | 30%
Mental 1,452 9% 122 50% 732 6% 598 15%
Self-care 744 5% 12 5% 245 2% 487 12%
Go-outside-home 5,041 | 31% NA NA 3,863 32% | 1,178 | 30%
Employment 5,571 | 34% NA NA 5,571 46% NA NA
Total Reported
Disabilities 16,296 243 12,090 3,963

Source: 2000 U.S. Census.

Not all disabled persons require special housing. Many disabled individuals live independently
or with family members. A small proportion of the City’s disabled population may actually
require housing that is specially adapted to accommodate their disabilities. However, there is
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unmet need for affordable housing for disabled adults. For example, the Santa Clara County’s
Housing Authority’s waiting list for Section 8 vouchers in 2008 included 191 Milpitas residents
with disabilities.

To understand the special housing needs of the City’s disabled population, this subsection
provides information on three categories of disabled adults. These include housing for
individuals with mental illness, the developmentally disabled, and the physically disabled.

Housing for Individuals with Mental IlIness

The typical housing need for individuals with mental illness includes one-bedroom units, single
room occupancy units (SRQO’s), or shared housing. Each type of housing also requires
supportive services.

With the passage of the Mental Health Services Act in 2004, Santa Clara County Mental Health
received $19 million to buy and build units for severely mentally ill individuals who are
homeless or nearly homeless. The County’s Housing Plus Fund has also given the Mental Health
Department $4 million for this purpose. County Mental Health expects to build about 150 units
of supportive housing with these combined funds.

Two affordable projects that provide supportive services are in the pipeline. These projects are
funded through Mental Health Services Act and will be located in Santa Clara and San Jose.
Other projects are being considered for Sunnyvale and San Jose. No housing developments for
mentally ill homeless individuals are currently planned for Milpitas.

However, according to the Mental Health Department, these resources are inadequate to meet the
total need for affordable, supportive housing. According to the most recent census of the
homeless, it is estimated that 23% of the 7,202 sheltered and unsheltered homeless individuals in
Santa Clara County are mentally ill.?* Thus, the planned 150 housing units will fall short of the
need represented by more than 1,600 estimated mentally ill homeless in the County.

Private organizations like InnVision operate a continuum of supportive housing options for

homeless mentally ill individuals in Santa Clara County. These services are based in San Jose.
For example, Julian Street Inn provides 70 emergency shelter beds to clients diagnosed with a
mental illness. Stevens House provides transitional housing for eight “graduates” of the Julian

*! The information on the percent of the homeless population that is mentally ill is from the 2007 Homeless Census
and Survey. Also, the estimate of the number of mentally ill homeless is likely to be conservative, since it is based
on surveyed homeless who identified themselves as mentally ill.
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Street Inn. A third housing development operated by InnVision provides permanent supportive
housing for mentally ill single women.

Housing for the Developmentally Disabled

Developmentally disabled individuals live with mental retardation, cerebral palsy, autism or
other forms of learning or cognitive disabilities. According to the San Andreas Regional Center
in Santa Clara County, there is a growing need for housing for the developmentally disabled in
Milpitas. The Center estimates that 310 developmentally disabled individuals presently live in
Milpitas. The vast majority lives with a parent, relative or legal guardian.

The Housing Choice Coalition is the affordable housing arm of the San Andreas Regional Center
and works with non-profits throughout Santa Clara County to develop special needs affordable
housing coupled with supportive services that can allow developmentally disabled adults live
independently. In 2008, there were a total of 1,400 developmentally disabled individuals on the
Housing Choice Coalition’s waiting list for affordable housing. The Coalition has helped create
200 units in the past 11 years, and has five more projects in the pipeline. None of these
developments is located in Milpitas.

There are presently 10 residential care facilities in Milpitas for developmentally disabled adults,
with a combined capacity to serve 57 individuals. Most operate to serve non-ambulatory
disabled adults.

Housing for the Physically Disabled

The Silicon Valley Independent Living Center (SVILC) receives more than 245 requests each
year for the placement of disabled persons in accessible housing. Only a small percentage of
these persons can actually be placed because of the shortage of special housing and its cost.
Since most of the individuals contacting SVILC are extremely low-income, they cannot afford
market-rate rents.

According to SVILC, twenty Milpitas residents contacted the Center for services in 2007. Out of

the sixteen individuals who contacted the Center for housing, only four were actually placed.
This low placement rate is due to a lack of accessible, affordable housing.

3) Large Households

Large households, defined as households with five or more members, require housing units with
three or more bedrooms in order not to be overcrowded. Since large households are frequently
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family households with children, suitable housing should also provide safe outdoor play areas,
and be located with convenient access to schools and child-care facilities. These types of needs
can pose problems particularly for large families that cannot afford to buy or rent single family
houses, since apartment and condominium units are often designed for smaller households.

It is estimated that in 2008, the City of Milpitas had 4,325 households with five or more
members. This accounted for 24 percent of all households. Most of these larger households

were homeowners; only one-third or 1,309 households were renters. (See Table 111.29.)

Table 111.29: Large Households in Milpitas, 2008

Percentage of All
Household Size Households Total Renters Owners
1-Person Household 11.5% 2,066 702 1,364
2-Person Households 24.0% 4,290 1,123 3,167
3-Person Households 20.3% 3,634 1,249 2,385
4-Person Households 20.0% 3,586 1,048 2,538
5-Person Households 11.4% 2,048 686 1,362
6-Person Households 6.3% 1,120 252 868
7-or-more-Person Households 6.5% 1,157 361 796
Total Households with 5+ Persons 24.2% 4,325 1,309 3,016

Tenure by household size was estimated based on the ratio of renters to homeowners for each household size in
2000, using Census data. Total households by household size were derived from 2008 Claritas data.
Sources: 2000 U.S. Census and 2008 Claritas, Inc.

As of 2000, over half of the housing stock in Milpitas (10,675 units) consisted of larger units,
defined as those with three or more bedrooms. (See Table 111.30.) However, when renter
household size information is compared with the availability of units with four or more
bedrooms, it appears that there is a slight shortage of housing units for the 613 very large renter
households (those with six or more persons). As of 2000, there were only 540 rental units with
four or more bedrooms.
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Table 111.30: Number of Bedrooms in Milpitas Housing Units, by Tenure, 2000

Number | Percentage of All Housing Units
Owner-Occupied
Studio 347 2.0%
1 Bedroom 493 2.9%
2 Bedrooms 2,080 12.1%
3 Bedrooms 4,596 26.8%
4 Bedrooms 3,823 22.3%
5 or more Bedrooms 612 3.6%
Total Large Units (3+ Bedrooms) 9,031 52.7%
Renter-Occupied
Studio 344 2.0%
1 Bedroom 1,529 8.9%
2 Bedrooms 1,669 9.7%
3 Bedrooms 1,104 6.4%
4 Bedrooms 496 2.9%
5 or more Bedrooms 44 0.3%
Total Large Units (3+ Bedrooms) 1,644 9.6%
Total Occupied Housing Units 17,137 100%

Source: 2000 U.S. Census.

A final assessment of the situation for large households is to consider household income levels.
Table 111.31 provides data on the income levels of the City’s larger households. As shown, 1,042
large households (26 percent of the total) were lower-income in 1999. The majority of these
were renters.

Table 111.31: Income Levels of Large Households with Five or More Related Persons, by

Tenure, Milpitas, 1999

Large Households )
Total Renters Owners

Income

Extremely Low-Income 197 118 79

Very Low-Income 408 279 129

Low-Income 437 228 209

Moderate Income and Above 2,915 550 2,365
Total 3,957 1,175 2,782
Total Lower-Income @ 1,042 625 417

(1)Excludes households for which housing costs could not be collected or computed. Consequently, total household

figures are lower than the numbers reported in Table 111.29.

(2) A lower-income household is defined as a household earning less than 80% of AMI.

Source: HUD, 2000 CHAS Data Book.
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When planning for new multifamily housing developments, therefore, the provision of housing
for the largest households is an important consideration. The new and proposed units in the City
of Milpitas are not large, primarily because they are multifamily units. Over half of the new
units recently built or under construction have an average size below 1,050 square feet. In
contrast, of the approximately 530 re-sales of existing single family homes in 2006, the median
size was 1,588 square feet, and the average size was 1,712 square feet, significantly larger than
new multifamily housing units.

The number of bedrooms in the new multifamily units also reflects the size difference between
existing single family housing stock and new housing development. In new developments, the
median number of bedrooms is two; in comparison the median number of bedrooms in existing
single family units that sold in 2006 was three. Finally, out of 2,662 new housing units built
since 2000, there are only 11 four-bedroom units, and less than half of all units (1,068 units out
of 2,662) consist of three or more bedrooms.

The need for an adequate supply of rental units for very large renter households (mentioned
above) is magnified for lower-income, very large renter households whose limited incomes may
preclude them from renting single family homes with four or more bedrooms.

4) Female-Headed Households

Female-headed households are households of at least two persons (related or unrelated) headed
by a woman. As of 2008, it is estimated that there are 1,940 female-headed households in
Milpitas, representing 11 percent of all households in 2008.?* (See Table 111.32.) A very small
proportion of female-headed households in Milpitas (approximately one percent) fall below the
poverty level. This is lower than overall poverty rate among Milpitas’ households in 2008
(estimated at three percent).

22 A female-headed household is defined as a family or non-family household, headed by a female, consisting of at
least two persons.
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Table 111.32: Female-Headed Family Households in Milpitas (2000-2008)

2000 2008
% of Total % of Total
Number | Households | Number | Households
Female Householder, No Husband
Present 1,768 10.3% 1,940 10.8%
With Children under 18 years 949 5.5% 898 5.0%
Without Children under 18 years 819 4.8% 1,042 5.8%
Female-Headed Households under
Poverty Level 154 0.9% 163 0.9%
With Children under 18 years 141 0.8% 150 0.8%
Without Children under 18 years 13 0.1% 13 0.1%
Total Families under Poverty Level 470 2.7% 534 3.0%

Sources: 2000 U.S. Census and 2008 Claritas.

Due to lower incomes, female-headed households often have more difficulties finding adequate,
affordable housing than families with two adults. Also, female-headed households with small
children may need to pay for childcare, which further reduces disposable income. As an
indication of unmet need for affordable housing, there are presently 1,120 female-headed
households in Milpitas on the Section 8 waiting list at the Santa Clara County Housing
Authority. This special needs group will benefit generally from expanded affordable housing
opportunities.

5) Farmworkers

Farms are present in Santa Clara County, but very few are located in or near Milpitas. For
example, a scan of pesticide permits conducted by the Agricultural Commission in 2008 found
only one active permit within Milpitas for a small rangeland property. The Santa Clara Farm
Bureau is not aware of any other farms other than rangeland in the immediate area.
Farmworkers, employed in Santa Clara County, are more likely to be working on farms located
to the south of Milpitas in unincorporated areas of Santa Clara County, as well as in jurisdictions
such as Morgan Hill and Gilroy.

Within the City’s sphere of influence, it is estimated that 180 people are employed in Agriculture
and Natural Resources; however, there is no way to know how many of these jobs actually
involve farm work.?®* The 2000 US Census identified 130 local residents employed in farming,
fishing or forestry. However, the location of these jobs is not specified and could be outside the
City.

2 Association of Bay Area Governments (ABAG), Projections 2007.
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Presently, there is no farmworker housing in Milpitas. However, farmworker housing is a
conditional use in any district where it is deemed essential to public convenience or welfare and
is consistent with the General Plan. There are no special development standards or procedures
for farmworker housing in Milpitas. Due to the high cost of land, absence of seasonal
agriculture, and lack of a significant farmworker population in the City, the need to develop
farmworker housing in Milpitas is a low priority.

6) Homeless

According to the 2007 Santa Clara County Homeless Census and Survey, there are at least 5,101
unsheltered homeless people in Santa Clara County and an additional 2,101 sheltered homeless
individuals at any point in time.? (See Table 111.33.) This is a conservative estimate, since it
excludes people staying in rehabilitation facilities, hospitals and jails. The total number of the
County’s estimated homeless population for 2007 (7,202) was slightly lower than the total
estimated in 2005 (7,491). However, a greater number of persons (18,056) were estimated to
have been homeless at any point in time during the course of the previous year.

Table 111.33: Estimated Homelessness in Santa Clara County, 2007

No. | Percent

Total Homeless Estimate 7,202 100%
Unsheltered Homeless Population 5101 | 71%
Individuals 2,938 41%
People in Families 261 4%

People Living in Encampments, Cars, RVs, or Vans | 1,902 26%

Sheltered Homeless Population 2,101 | 29%
Individuals 996 14%
People in Families 1,105 15%

Source: Applied Survey Research, 2007 Santa Clara County Homeless Census and Survey.

Of the homeless population surveyed in the Homeless Census and Survey, approximately 29
percent were chronically homeless, while 57 percent of respondents had been homeless only
once within the past year.?® Within the sheltered homeless population, 73 percent of single
individuals (807) were male adults, 22 percent (248) were female adults and four percent (48)

2 Sheltered homeless stay overnight in emergency shelters, transitional housing, domestic violence shelters, or
institutional housing.

2 Chronically homeless is defined as having a disabling condition and having either been homeless for a year or
more or having four or more episodes of homelessness within the past three years.
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were single youth. Among the sheltered family homeless population, 31 percent (309) were
females, 10 percent (95) were males and 59 percent (592) were youth.

Additional information about specific homeless subpopulations is provided in Table 111.34.
According to the information presented in this table, the largest groups are persons with severe

mental illness those with chronic substance abuse, and homeless veterans.

Table 111.34: Estimated Homeless Subpopulations in Santa Clara County, 2007

Sheltered | Unsheltered | Total
Severely Mentally 111 533 1,336 1,869
Chronic Substance Abuse 128 872 1,000
Veterans 237 705 942
Persons with HIV/AIDS 34 235 269
Victims of Domestic Violence 95 622 717
Unaccompanied Youth 48 114 162

Source: Applied Survey Research, 2007 Santa Clara County Homeless Census and Survey.

The Homeless Census and Survey counted a total of 142 unsheltered homeless in Milpitas in
2007. Roughly half of these unsheltered homeless were living in encampments, RV’s or vans.
The Santa Clara County Collaborative on Housing and Homeless Issues reports there were 189
adults and 34 children from Milpitas who utilized homeless services somewhere in the County
between July 1, 2007 and June 30, 2008.%° While Milpitas represents around 3.8 percent of the
total Santa Clara County population, only 1.7 percent of the County’s homeless population had a
last permanent address in Milpitas.?’

The City of Milpitas is home to a relatively small percentage of the County’s homeless
population, which can be explained, in part, by the absence of shelters operating in the City.
While EHC Lifebuilders (EHC) is a primary provider of shelter and support services for the
Milpitas homeless population, it operates these services out of a central location in San Jose.
The City of Milpitas provides EHC with CDBG funding to cover the cost of 4,500 Person
Shelter Days (PSD) for 55 unduplicated Milpitas residents at EHC’s Reception Center on Little
Orchard Street in San Jose. This is the closest overnight shelter that serves Milpitas’ homeless
population. The City of Milpitas also operates a “cooling and warming” shelter for the homeless

%6 The Santa Clara County Homeless Management Information System (2008), operated by the Community
Technology Alliance on behalf of the Santa Clara Collaborative on Homelessness and Housing Issues, provided
these numbers. These figures do not include segments of the chronically homeless population that elect not to
receive assistance as well as short-term homeless families and individuals that were quickly re-housed without
assistance.

27 Santa Clara County Homeless Management Information System, 2008.
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in the City’s Sports Center, but does not provide overnight housing there. In addition, during the
Winter, the City provides daytime warming centers at the City’s Community and Senior Centers.

Despite its relatively small homeless population, however, the City of Milpitas has been
collaborating with other jurisdictions in Santa Clara County to address the homeless problem
regionally, due to the shifting nature of homelessness in Santa Clara County and the tendency of
people to move between cities to find work or housing. This collaboration includes supporting
regional efforts to build additional transitional and permanent housing with supportive services.

As of January 2007, Santa Clara County provided the following resources:

e 744 year-round shelter beds (320 for families, 424 for individuals);

e 250 seasonal shelter beds;

e 1,445 transitional housing beds (1,064 for families, 381 for individuals), and

e 1,170 permanent supportive housing beds (724 for families, 446 for individuals).

An additional 283 beds of permanent supportive housing were under development as of early
2007.%

Unmet need for 121 transitional housing beds and 2,346 permanent supportive housing beds
remains, according to the Santa Clara Collaborative on Housing and Homeless Issues. The need
for emergency shelter beds is harder to gauge. Emergency shelters for individuals in the County
tend to be full, and shelters for families are almost always full, though this does not necessarily
suggest a need for more shelter beds at present time according to the County Collaborative.?

The Santa Clara County Housing Authority sets aside two types of vouchers for chronically
homeless individuals, totaling 200 Section 8 vouchers. The waiting list for these vouchers is
lengthy and closed. Additionally, the Housing Authority offers Shelter Plus Care vouchers for
people with disabilities. These are coupled with case management and supportive services. The
waiting list for these is closed as well.

2% Santa Clara County Collaborative on Housing and Homeless Issues, San Jose/Santa Clara City & County
Continuum of Care Application, 2007.

¥ Interview with Secretary of the Board, Santa Clara County Collaborative on Housing and Homeless Issues,
August 29, 2008.
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E. Opportunities for Energy Conservation

The purpose of assessing opportunities for energy conservation is to document how the City
assists residential development to conserve energy and secondly to understand how energy
conservation can reduce overall housing costs by reducing PG&E bills.

The City of Milpitas primarily facilitates energy conservation through its residential
development and zoning policies. These policies are reflected in the Midtown and Transit Area
Specific Plans which recommend that the City undertake rezoning of many underutilized parcels
to higher densities. The Specific Area Plans also recommended the use of a Transit Oriented
Development Overlay District that provides for higher building heights for the R3, R4, MXD,
and MXD3 districts. Through the adoption of higher densities near transit, the City encourages
the use of transit which reduces reliance on private automobiles and associated carbon emissions.

In addition, the City’s Transit Area Specific Plan (TASP) promotes walking and biking for short
internal trips. For example, the TASP requires new development to install sidewalks, and the
City intends to provide pedestrian bridges over major streets, such as Great Mall Parkway,
Capitol Avenue, and Montague Expressway.

The City continues to enforce California Energy Commission’s Title 24 standards for energy
efficiency. Finally, in 2008, the City adopted Resolution No. 7735 for Green Building Policies.
A summary of the key provisions of this Resolution which covers both residential and non-
residential building is as follows:

e The U.S. Green Building Council’s LEED rating system for non-residential buildings and
Built It Green’s GreenPoint Rated system for residential buildings have been adopted as
the official green building standards for the City of Milpitas.

e Planning applications for new buildings submitted after March 1, 2008 must include a
completed LEED or GreenPoint Rated checklist for informational purposes.

e New city buildings and renovation projects over 5,000 square feet initiated after March 1,
2008 are now required to be evaluated for feasibility to achieve at least a LEED Silver
certification.

e Finally, the City will be adopting a Green Building Ordinance by the end of 2009.

In addition, the City provides outreach on an ongoing basis to residents about the Pacific Gas and

Electric Energy Partners Program. This program provides low-income customers with free
weatherization services and energy-efficient appliances to reduce gas and electricity uses. This
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is the principal way in which the City currently promotes energy conservation opportunities
unrelated to new development or renovations.

F. Affordable Housing and at Risk Projects

1) Inventory of Existing Affordable Units

The City of Milpitas is home to six affordable housing developments (including an
acquisition/rehabilitation of a four-plex), and ten mixed-income developments, including four
that are under construction. Additional mixed-income developments have been approved. (See
Chapter IV.)

Table 111.35 presents the inventory of affordable housing units in the City of Milpitas. There are
1,085 affordable housing units in Milpitas. One of these units is a group home serving five
extremely low-income seniors; there are 730 units available to very low-income households, 172
units available to low-income households, and finally, there are 182 units earmarked for
moderate-income households. This table also indicates the earliest dates of termination of
affordability restrictions for each of the listed projects. Of the 16 affordable and mixed-income
projects listed in Table 111.35, six have affordability restrictions which are not subject to
expiration, and nine have restrictions which will expire beyond the planning horizon of this
Housing Element. However, affordability restrictions for 149 affordable units at Sunnyhills
Apartments are due to expire in 2011.
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Table 111.35: Subsidized and Restricted Affordable Housing in Milpitas, 2009

Senior/ Affordable | Target Affordability Expiration
Name of Development/ Address Year Built Tenure Total Units | Family Units W Date
Affordable Projects
Terrace Gardens
186 Beresford Court 1989 Rental 148 Senior 148 148 L (Section 8) None
Parc West
950 South Main Street 2005 Rental 68 Family 68 35L,33M 2045
Summerfield Homes
Great Mall Pkwy. and S. Abel St. 1999 Ownership | 110 Family 22 22 L 2029
Devries Place Senior Housing
163 North Main St. 2008 Renter 103 Senior 103 102VL,1M None
Aspen Family Apartments
1666 South Main St. Under Construction | Renter 101 Family 101 100VL,1 M None
Senior Solutions SRO-type units
751 Vasona 2007 (rehabbed) Renter 1 Senior 1 5 ELI individuals None
Scattered Sites on Edsel Court
(1129 and 1143) and Shirley Drive
(1116 and 1124) Acquisition and
Rehabilitation 2008 (rehabbed) Rental 4 Family 4 4 VL 2063
Mixed-Income Projects
Montevista Apartments
1001 South Main Street 2001 Rental 306 Family 153 77VL, 76 L 2040
Sunnyhills Apartments Senior +
1724 Sunnyhills Drive 1971 Rental 171 Family 149 Section 8 2011
Crossing at Montague
755 E. Capitol 2003 Rental 468 Family 94 94 VL None
Parc Metro
S. Main St. and E. Curtis Ave. 2005 Ownership | 382 Family 28 10L,18M None
Centria East
Great Mall Parkway and Main St. 2008 Ownership | 137 Family 26 9VL,7L,10M 2053
Paragon
1696 South Main St. Under Construction | Ownership | 147 Family 29 9VL,20 M 2044
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Senior/ Affordable | Target Affordability Expiration
Name of Development/ Address | Year Built Tenure Total Units | Family Units “ Date
Parc Place
E. Curtis Ave. and Hammond Way | 2006 Ownership | 258 Family 58 18VL,6L,34M 2051
Murphy Ranch Under
Murphy Ranch Road Construction Rental 374 Family 88 20VL,30L,38M 2064
Town Center Villas
300 Shaughnessy Drive Under Construction | Ownership | 65 Family 16 16 M 2054
Terra Serena
E. and W. Sides of Abel St., N. of
Curtis Ave. Under Construction | Ownership | 683 Family 65 21L,44 M 2062

1ELI, 730 VL, 172 L,

Total Units 1,085 182 M

@ Income Target Groups: ELI = Extremely Low-Income, VL = Very Low-Income, L = Low-Income, M = Moderate-Income

Sources: City of Milpitas and Vernazza Wolfe Associates, Inc.
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2) At-Risk Projects

State law requires that housing elements include an inventory of all publicly assisted multifamily
rental housing projects within the local jurisdiction that are at risk of conversion to uses other
than low-income residential during the current planning period and the subsequent five years
(2009 through 2019). For those units found to be at risk of conversion, the Housing Element
must estimate the cost to preserve or replace the at-risk units, to identify the resources available
to help in the preservation or replacement of those units, and to identify those organizations that
could assist in these efforts. Since Sunnyhills Apartments is the only development at risk of
market rate conversion, this subsection of the Housing Element provides information on
preservation and replacement costs for the Sunnyhills at-risk units.

Originally financed under the Section 236 and Section 8 programs in 1981, the project owner
attempted to prepay their mortgage in 1990 under Sections 220 and 221 of the Low Income
Housing Preservation and Resident Homeownership Act of 1990 (LIHPRHA). Originally a total
of 104 units were supported through HUD project-based Section 8 vouchers. Through the efforts
of the City and HUD, project sponsors entered into a revised Plan of Action in December 1991 in
which project affordability restrictions were retained in exchange for a modest increase in rental
payments, and funding of an additional 45 project-based Section 8 units, for a total of 149
affordable units. Under this revised 20-year agreement between HUD and the JMK Sunnyhills
Investors |1, affordability restrictions are in place until October 1, 2011. Currently, the subsidy
provided averages $950 per unit monthly. According to the owner, HUD has not yet discussed
the continuation of the project-based Section 8 subsidies.

The total subsidy amount annually is $1,698,600 for the project or $11,400 per unit annually.
According to the current owner, rents for the affordable units are low compared to market rate
rents. The owner anticipates that, if HUD elects to renew the contract, the subsidy per unit will
be increased substantially. One possibility is that the owner could decide to continue receiving
Section 8 subsidies on a year-to-year basis.

Preserve Affordability

While it is difficult to estimate the exact cost to preserve the 149 affordable units, this analysis
uses an annual subsidy amount of $1.7 million (a rounded amount of the current annual subsidy
in 2008 dollars) as the basis for the estimate of preservation costs. This assumes that the
property owner is willing to enter into a rental subsidy agreement with HUD, the Housing
Authority of Santa Clara County, the City of Milpitas, or some other entity. Based, on this
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assumption, the cost to preserve these units for a 30-year period (assuming an inflation rate of
three percent) would be approximately $80.9 million in 2008 dollars. (See Table 111.36.)

Table 111.36: Comparison of Costs to Preserve or Replace 149 Affordable Units at
Sunnyhills Apartments

Preservation Costs | Replacement Costs
$58 million
$1.7 million Annual Permanent

Required Costs Subsidy Financing

30 year amortizing
Financing 30 years, 3% inflation | loan @6% interest
Assumptions rate rate
Total Project Costs $80.9 million $126.4 million

Source: Vernazza Wolfe Associates, Inc.

Acquisition/Rehabilitation of Sunnyhills Apartments to Preserve Affordability

An acquisition strategy first requires that the current property owner is interested in selling the
property to another entity, such as a nonprofit housing developer. Secondly, this nonprofit
organization would need to obtain funds to purchase the property. The advantage of an
acquisition/rehabilitation strategy is that the nonprofit developer does not need to go through the
entire development process including locating a suitable site and obtaining necessary
entitlements. However, funding requirements are similar and costs are generally comparable to
new construction.*

Replace Affordable Units

As an alternative to providing ongoing monthly rent subsidies or attempting to acquire
Sunnyhills Apartments, the City or another entity could develop replacement housing units that
could be rented to the displaced households at lower-income rent levels. Based on the
development costs of an affordable family project under construction in Milpitas in 2008, per
unit construction cost is approximately $388,000 per unit or approximately $58 million for 149
units. Since rents affordable to lower-income households cannot support this mortgage, it would
be necessary for the affordable housing developer to obtain subsidies for permanent financing.
Assuming that all rental income is applied to operating expenses, then, the entire development
costs would need to be financed. A loan in the amount of $126.4 million would be needed to
replace the 149 units, assuming a six percent, 30 year, amortizing loan. (See Table 111.36.)

% Since costs are comparable to new construction, acquisition/rehabilitation cost estimates are not provided here.
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The City must consider what resources are available to help replace these units so that lower-
income tenants would not be displaced in the event that Sunnyhills Apartments is redeveloped as
a market rate development. The City could provide some financing from the City
Redevelopment Agency and its CDBG Entitlement Funds. In addition, nonprofit developers in
Milpitas have access to a range of funding options that could also be used to pay for the
replacement of the Sunnyhills apartments. These sources include the following:

e Mortgage Revenue Bonds

e State Grant Programs, such as MHP

e HOME Program

e Federal Grant Programs

e Low Income Housing Tax Credits

e Housing Trust Fund of Santa Clara County

If the owners of Sunnyhills Apartments decide to convert the project to a market rate use in late
2011, the City will need to develop a strategy to replace the 149 affordable units. In most
situations this entails collaboration with an affordable housing developer. The City is
experienced in collaborating with affordable housing developers. The DeVries Place Senior
Housing development and Montevista Apartments are two examples of the private/public
partnership that would be needed to replace the at-risk units at Sunnyhills Apartments.
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V. SITES INVENTORY

A. Projected Housing Needs

As shown in Table IV.1, the Association of Bay Area Governments (ABAG), in its final
Regional Housing Needs Determination figures, allocated Milpitas 2,487 housing units for the
period from 2007 to 2014. The allocation is equivalent to a yearly need of approximately 355
housing units for the seven-year time period. The principal difference in the regional housing
needs allocation (RHNA) numbers between the last housing element period and the current
period is in the reduction of the number of units required for moderate-income and above-
moderate income households.

Table IV.1: Milpitas Regional Housing Needs Allocation by Income, 2007-2014

Very Above

Low Low Moderate | Moderate Total
City of Milpitas 689 421 441 936 2,487
Percentage
Distribution 27.7% 16.9% 17.7% 37.6% 100.0%

Source: Association of Bay Area Governments (ABAG), Regional Housing Needs 2007-2014 Allocation.

Milpitas's RHNA allocation represents about four percent of the total Santa Clara County RHNA
figure of 60,338 housing units.*

B. Sites Inventory

The State Government Code requires that the Housing Element include an “inventory of land
suitable for residential development, including vacant sites and sites having the potential for
redevelopment” (Section 65583(a) (3)).** The purpose of an inventory of sites is to demonstrate
that the City of Milpitas has a sufficient amount of land to accommodate its fair share of the
region’s housing needs during the planning period (2007-2014). It further requires that the
Element analyze zoning and infrastructure on these sites, to ensure that residential development
is feasible during the planning period.

3! This share is slightly above Milpitas’s share of total housing units in Santa Clara County estimated by the
Department of Finance for 2008 at three percent. It is likely that this difference reflects the transit advantages and
employment potential of Milpitas.

32 Sites refer to locations for potential housing development. In some instances, these sites are comprised of
several parcels (identified by APN’s).
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Since the last Housing Element update, additional information is now required to be included in
the inventory. (See Government Code Section 65583.2) This information includes parcel
number (or other unique identifier), parcel size, and current use (if not vacant). Also, the
inventory must demonstrate that there are available sites that can accommodate a variety of
housing types, including multifamily rental housing, manufactured housing, farmworker
housing, emergency shelters and transitional housing.

A beginning point in the inventory of available sites is to identify current residential projects that
are under construction, approved, or planned. Since the beginning of the current housing
element update period (January 2007), five projects have been completed or started construction
(Town Center Villas, Paragon, the last phase of Terra Serena, Senior Solutions Group Home, and
the rental phase of Fairfield Murphy Ranch) for a total of 681 units, including 199 affordable
units. Also, the City has now approved 1,923 additional units, including 156 affordable units.
An additional 3,670 units are in the planning stages, including 299 affordable units, primarily for
moderate-income households. More information on these projects is presented below. (See
Table 1V.5 for a complete list of these new developments.)

Table 1V.2 summarizes this development activity and compares it to the RHNA numbers
assigned to the City of Milpitas for the period 2007-2014. Although the City could surpass its
housing needs goals by almost 3,800 units (assuming all approved and planned units are built),
the number of affordable units planned and approved (654) falls short of the RHNA numbers.
Furthermore, the majority of these below market rate units are priced for the moderate-income
income group. The number of units to accommaodate very low- and low-income households that
remain to be accommodated on other Milpitas sites is 897 units.

Table 1V.2: Summary of Current Milpitas Residential Development Projects Compared
with RHNA Numbers (2009)

. Tot_al Affordable Very Low- Moderate
Project Status gg:}n t Unit Count Il_nocv(\)I;ne Income -Income
Under Construction Since January 2007 681 199 51 30 118
Approved Residential Projects 1,923 156 44 60 52
Planned Residential Projects 3,670 299 36 27 236
Total Pending (Completed, Under Construction,

Approved, and Planned) 6,274 654 131 117 406
RHNA Numbers 2,487 1,551 689 421 441
Difference between Total Pending and RHNA

Nos. -3,787 897 558 304 35

Source: City of Milpitas
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Thus, one of the remaining goals for the City is to identify additional sites that can be used to
develop affordable housing, as well as special needs housing.

Demonstrating an adequate land supply, however, is only part of the task. The City must also
show that this supply is capable of supporting housing demand from all economic segments of
the community. High land costs in the region make it difficult to meet the demand for affordable
housing on sites that are designated for low densities. This is not a problem for the City of
Milpitas, however, since it has zoned substantial areas of the City for high density residential and
mixed use land uses.

The majority of the City’s residential development potential is located in the areas covered by
the Midtown and Transit Area Specific Plans. All of the Midtown Specific Plan Area is located
in a redevelopment project area and all but 46 acres of the Transit Area Specific Plan Area is
located in a redevelopment project area.** Only two sites on the inventory list presented below
(Table 1V.4) are located outside these areas. The specific plan areas are in the midst of a
transition from older industrial and heavy commercial uses to a mixed use community developed
at urban densities. Over 2,000 units have been built or permitted in the City since 1999, and the
majority of these are located in one of the specific plan areas. Additional units are now in the
pipeline and are included as part of the 2007-2014 site inventory as new projects.

The inventory of potential sites that are not included on the current projects list was developed
from two sources.

e First, the City reviewed the list of available sites that were presented in the 2002 Housing
Element. This original list presented information on 28 sites, many of which were
comprised of more than one assessor’s parcel number (APN). From this original list,
fewer than half of the original 28 sites are still potential development locations. These
are included on the 2007-2014 site inventory.

e Second, the Transit Area Specific Plan identified six development opportunity areas that
could be redeveloped within the five years following plan adoption. This five-year
period falls into the housing element update period of 2007-2014. Additional sites
located in these areas are included in the site inventory. **

* The portion of the Transit Area that is not included in a redevelopment project area is the Piper Drive/Montague
Expressway Area. There are three pending projects located in this area — Piper Towers, Citation, and Milpitas
Station.

% A market study prepared for the City in 2008 identified additional parcels that could be considered for residential
development. These parcels are not zoned for residential use. These sites are not included on the site inventory list,
since there are already a sufficient number of sites located in Milpitas that are zoned for residential use.
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When developing the inventory of potential sites, the opportunity sites were presumed to be
developed at the midpoint of the allowable density range. This is a conservative assumption, as
many initial development proposals for sites in the specific plan areas have been closer to the
high end of the density range, or even above the top of the range. In addition, for those sites that
are designated as mixed-use sites (MXD), the acreage on the site has been reduced by nine
percent to account for the potential development of non-residential uses. This adjustment is
based on recent mixed-use developments in the Midtown and Transit Specific Plan Areas that
have been redeveloped with residential and commercial uses. While it is possible for sites zoned
as mixed-use to be completely developed for non-residential uses, the historical trend within the
City is for parcels in these areas to be developed primarily for residential uses.

Table 1V.3 summarizes these potential sites, Figure IVV-1 shows their locations, and Table V.4
provides detailed information. Based on midpoint densities and current zoning, there is a
potential for an additional 2,385 housing units that could be built on the 14 housing sites. With
the exception of Site #1, all sites are zoned for multifamily development and are suitable for
affordable housing developments.
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Table 1V.3: Summary of Potential Sites for Single and Multifamily Housing, City of
Milpitas

Net

Total Residential Potential
Site Number | Parcels Acreage Units
Outside Plan Area
1 1 4.85 33
Subtotal 4.85 33
Midtown Plan Area
2 5 1.98 49
3 5 1.73 43
4 1 1.17 29
5 4 1.69 42
6 2 1.1 25
Subtotal 7.67 188
Transit Plan Area
7 4 191 96
8 1 4.37 253
9 4 12.33 432
10 2 3.87 224
11 2 4.97 288
12 1 0.56 32
13 1 8.17 474
14 4 12.17 365
Subtotal 48.35 2,164
Total 37 60.87 2,385

Sources: City of Milpitas and Vernazza Wolfe Associates, Inc.
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Figure IV.1: Location Map of Potential Sites for New Residential Development
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Table IV.4: List of Additional Potential Housing Sites, City of Milpitas

In Total | Adjusted Potential
. Plan Current | Current Lot Lot Size | Midpoint | Units
Site # APN Street Address . - PO .@ Comments
Area Zoning Land Use Size (Acres) Density Density
(1) (Acres) Midpoint
This is the largest vacant single
family detached housing site in
the City. Itis in a desirable
1 No 2904040 | 1005 North Park Victoria Dr. R1-6 Vacant 4.85 4.85 NA 33 | location, adjacent to existing
single family neighborhoods.
This would be a site for market
rate housing, given current
zoning.
2 M 8627037 | 154 S. Main St. MXD Commercial 1.04 0.95 25 24
- - This site is located at the heart
2 M 8627039 | 166 S. Main St. MXD Commercial 0.20 0.18 25 5 | of Old Town Milpitas and
2 M 8627019 | 174 S. Main St. MXD Commercial 0.23 0.21 25 includes several adjacent
2 M 8627040 | 196 S. Main St. MXD Commercial 0.56 0.51 25 13 23&3::2;2‘1” separate
2 M 8627041 | S. Main St. (no street number) MXD Commercial 0.14 0.13 25 3
3 M 8608023 | 209 S. Main St. MXD Commercial 0.34 0.31 25 8 | This site is located at the heart
- - of Old Town Milpitas and
3 M 8608024 | 227 S. Main St. MXD Commercial 0.45 0.41 25 10 | includes several adjacent
3 M 8608030 | 195 S. Main St. MXD Commercial 0.64 0.58 25 15 | parcels under separate
ownership. Affordable
3 M 8608045 | Serra Way (no street number) MXD Vacant 0.42 0.38 25 10 housing would be most likely if
3 M 8608048 | 187 S. Main St. MXD Commercial 0.06 0.05 25 1 | the parcels are assembled to
form a larger development site.
This is a flat, unconstrained lot
with excellent transportation
4 M 8608012 | Main St. (no street number) MXD Vacant 1.29 1.17 25 29 | access and frontage along both
Abel Street and South Main
Street.
5 M 8625010 | Main St. (no street number) MXD Vacant 0.38 0.61 25 15 | The site has no constraints and
- - could be redeveloped with a
5 M 8625011 | 526 S. Main St. MXD Recreational 0.67 0.35 25 9 | mixed use residential project.
5 M 8625012 | 554 S. Main St. MXD Commercial 0.46 0.42 25 10 | Itincludes two large open lots
B B with a small structure built on
5 M 8625013 | 542 S. Main St. MXD Commercial 0.34 0.31 25 8 | one of them.
6 M 8625020 | 850 Main St. MXD Vacant 0.41 0.37 25 9 | Thissite consists of a
contractor’s storage yard with
| an adjoining vacant lot under
6 M 8625021 | 808 S. Main St. MXD Natura 0.69 0.63 25 16 | separate ownership. Itis
Resources adjacent to new multifamily
housing.
7 T 8623004 | 1362 S. Main St. R4 Commercial 0.23 0.23 50 12 | Five of these parcels contain
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In Total | Adjusted Potential
. Plan Current Current Lot Lot Size | Midpoint | Units
Site # APN Street Address . - PO .@ Comments
Area Zoning Land Use Size (Acres) Density Density
(1) (Acres) Midpoint
7 T 8623006 | 1312 S. Main St. R4 0.40 0.40 50 20 | commercial uses, including an
- - old restaurant and commercial
7 T 8623011 | 1380 S. Main St. R4 Commercial 112 1.12 50 56 services, and a sixth is vacant,
7 T 8623013 | 1300 S. Main St. R4 Commercial 1.07 1.07 50 54 | They are adjacent to the new
7 T 8623015 | 1400 S. Main St. R4 Commercial 1.04 1.04 50 52 | Creat Mall Light Rail station,
have strong potential for reuse,
7 T 8623016 | 1338 S. Main St. R4 Vacant 0.21 0.21 50 11 | andare on the TASP
Opportunity list.
Low density, industrial
- building with a large parking
8 T 8632029 | 765 Montague Expressway MXD3 Industrial 4.8 4.37 58 253 area. Site is on the TASP
Opportunity list.
9 T 8633086 | 1463 Centre Point Drive R3 Industrial 3.13 3.13 30 94 | Low density, industrial
9 T 8633087 | 1537 Centre Point Drive MXD2 Industrial 2.66 2.42 40 g7 | buildings, large parking area.
- - - Four parcels owned by same
9 T 8633088 | 1567 Centre Point Drive MXD2 Industrial 4.2 3.82 40 153 | owner. Site is on the TASP
9 T 8633089 | 1589 Centre Point Drive R3 Industrial 2.96 2.96 30 89 | Opportunity list.
10 T 8637004 | 2369 Capitol Ave. MXD3 Vacant 0.81 0.74 58 43 | Of these 4 parcels, one is
- vacant, and the remaining are
10 T 8637019 | 400 E. Montague Expy. MXD3 Industrial 2.50 2.28 58 132 developed with general
10 T 8637020 | 450 E. Montague Expy. MXD3 Industrial 3.64 3.31 58 192 | business uses, including yards
for equipment. These parcels
are adjacent to the new
Montague/Capitol Light Rail
10 T 8637021 | 620 E. Capitol Ave. MXD3 Commercial 3.44 3.13 58 182 | Station and the proposed
BART Station The parcel on
Capital Ave. is on the TASP
Opportunity list.
11 T 8637027 | 750 E. Capitol Ave. MXD3 Commercial 5.12 4.66 58 270 | Vacant lot adjacent to large
warehouse in close proximity
W. Capitol Ave. (no street to new Montague/Capitol Light
11 T 8637015 number) MXD3 Vacant 0.34 0.31 58 18 | Rail Station and the proposed
BART Station.
12 T 8637025 | 888 E. Capitol Ave. MXD3 Vacant 0.61 0.56 58 32 | Vacant corner lot.
Low density, industrial
13 T 8636043 | 337 Trade Zone Blvd. MXD3 Industrial 8..98 8.17 58 474 | building with a large parking
area.
These four contiguous parcels
14 T 8636003 | 625 Trade Zone Blvd. R3 Industrial 2.06 2.06 30 62 | are considered to have
excellent potential for projects
14 T 8636004 | 615 Trade Zone Blvd. R3 Commercial 2.86 2.86 30 86 | combining affordable and
- market rate housing. They are
14 T 8636005 | 595 Trade Zone Blvd. R3 Commercial 2.86 2.86 30 86
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In Total | Adjusted Potential
. Plan Current Current Lot Lot Size | Midpoint | Units @
Site # Area APN Street Address Zoning Land Use Size (Acres) Density Density Comments
(1) (Acres) Midpoint
Natural included in the TASP
14 T 8636006 | 573 Trade Zone Blvd. R3 ReSOUTCeS 4.39 4.39 30 132 | O ortunity Sites List.

(1) “M” signifies a location in the Midtown Specific Plan Area and “T” signifies a location in the Transit Specific Plan Area.

Sources: 2002 Housing Element, City of Milpitas, DataQuick and Vernazza Wolfe Associates, Inc.
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There are three vacant sites included in this inventory. These are Sites 1, 4, and 12, ranging in
size from approximately one-half acre to almost five acres. In addition, some of the parcels that
are aggregated to create a site include vacant parcels. Table 1V.4 identifies these as well. The
sites vary in size. Those located in the Transit Area Specific Plan Area are larger than those in
the Midtown Specific Plan Area. With the exception of Site #1 on North Park Victoria, the
lowest density of the sites listed is R3, which allows densities up to 20 units per acre. The
highest density (up to 75 units per acre) is allowed in the TOD overlay portions of the R5 and
MXD3 zones. Eight parcels located at five sites are zoned as MXD3. Minimum density
requirements will ensure that the land is efficiently used, while development agreements and
incentive programs will ensure that a significant portion of future housing will be affordable.

At present, there are 6,270 units that are under construction, approved, or under discussion.
These units are located on additional sites, not included on Table IV.4. Table V.5 provides a list
of these current projects, and Figure 1V.2 shows their locations. Eight of these developments
will provide affordable units for a total of 654 units.

The City uses its development approval process to draft an affordable housing agreement for
each residential development. These agreements are designed to meet either the City’s
affordable housing requirements (Section XI-10-6.03 of the City’s Zoning Ordinance) or
California Redevelopment Law affordable housing requirements. Since many of the new
residential developments are located in one of the City’s redevelopment project areas, the
affordability requirements of Redevelopment Law are frequently those that are applied. Under
Redevelopment Law, 15 percent of privately developed housing must be affordable to very low-,
low- and moderate-income households. However, this requirement does not need to be met on a
project-by-project basis, but within the redevelopment project area as a whole. Thus, the City
has some leeway in negotiating the affordable housing requirement with housing developers. To
illustrate, a portion of Terra Serena’s affordable housing requirement was fulfilled by the
donation of a site that was used by DeVries Place Senior Housing, a senior affordable
development.

When affordable housing is provided on-site, the rents and sales prices are restricted and
determined by the City consistent with California Redevelopment Law. In the case of affordable,
for-sale housing, the City’s website provides income guidelines, sales price information, and
applications. Affordable rental housing is managed by individual property management
companies.

The current and proposed projects that will provide affordable units are as follows:
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Town Center Villas is a 65-unit, mixed-income single family development and is almost
completed. Sixteen of these units will be affordable to moderate-income buyers. The
City of Milpitas has provided funds for down payment assistance to moderate-income,
first-time homebuyers who will purchase homes in the Town Center project. Sales prices
on the moderate-income units will be restricted until 2054.

Another ownership project is Paragon, which is a 147-unit, mixed-income development
under construction. Paragon is a condominium project that will provide 29 units
affordable to very low- and moderate-income buyers. The City of Milpitas has provided
funds for down payment assistance to very low- and moderate-income, first-time
homebuyers who will purchase at Paragon. Sales prices will be restricted until 2044.

The final phase of KB Homes Terra Serena development will provide 94 units, of which
63 will be affordable to moderate-income buyers. Sales prices will be restricted until
2062. The City has provided loans and grants to this project.

The Fairfield Murphy Ranch Project consists of rental and ownership units. Of the 374
rental units to be developed at this site, 20 will be affordable to very low-income
households, 30 will be affordable to low-income households, and 38 will be affordable to
moderate-income households. The ownership portion of the Fairfield Murphy Ranch
development consists of an additional 285 units. Forty-four units will be affordable (37
will be for moderate-income households, and seven for very low-income households).
Although this project has not received financial assistance from the City, it will restrict
sales prices and rents.

The Matteson Condos, a 126-unit project, will provide 19 affordable units, of which four
will be for low-income households, and the remaining units will be for moderate-income
households. No funds have been provided to this project, but sales prices will be
restricted.

Apton Plaza will be completely affordable. It will provide 37 units for very low-income
households and 56 units for low-income households to be sold at restricted sales prices.
The City has committed a loan to this development.

South Main Street Senior Lifestyles will provide 63 affordable assisted living units for
seniors, of which 36 will be affordable to very low-income households, and 27 will be
affordable to low-income households.
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e Finally, there is the mixed-use Integral development that will include 1,573 housing
units, of which 236 will be affordable to moderate-income households. The City will
consider financial assistance to this development, but the level of this assistance has not

yet been determined.

These affordable units are included in Table IV.2.
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Table IV.5: List of New Projects - Under Construction, Approved, and Planned - City of Milpitas September 2009

In Specific

Current Land

Project Name Plan Area APNs Street Address Zoning | Use (T\Sr\?) Acres | Units
Under Construction®
Fairfield Murphy Ranch (Rental) No 8601042 Magnolia Dr. R4 Vacant N 14.15 374
Town Center Villas No 2835001 to 2835065 | Town Center Dr. TC Town Center N 4.56 65
Terra Serena
E. and W. Sides of Abel Under
Terra Serena Midtown Various St., N. of Curtis Ave. R4-S Construction N NA 94
8634017, 8634019, | 1696 South Main St./75 Under
Paragon Midtown 8634020 Montague Expressway R4-S Construction N 4.56 147
Subtotal 23.27 680
Approved
0.61
Apton Plaza Midtown 2834001 to 2834093 | 230 N. Main St. MXD | Vacant Y (est.) 93
Citation Transit 8632037, 8632038 1200 Piper Dr. R3 Vacant Y 15.44 638
Fairfield Murphy Ranch (Ownership) | No 8601041 501 Murphy Ranch Rd. R4 Vacant N 7.58 285
Landmark Towers Transit 8601034 600 Barber Lane R4 Vacant Y 3.00 375
Matteson Condos Midtown 8616100 1201 S. Main St. R4 Industrial Y 2.72 126
R4 and
Milpitas Station Transit 8632033 to 8632040 | 1419 S. Milpitas Blvd. R3 Industrial Y 2.93 326
245-367 Sinclair
Sinclair Renaissance Transit 8629042 to 8629076 | Frontage Rd. R1-3 Industrial N 9.66 80
Subtotal @ 41.94 1,923
Planned @
South Main Street Condos © Midtown 8622027 to 8622034 | 1556 S. Main St. R4 Mainly Vacant | Y 5.9 207
South Main Street Senior Lifestyle Midtown 8622027 to 8622034 | 1556 S. Main St. R4 Mainly Vacant 180

@3 This total does not include the group home under development by Senior Solutions.
@ This total does not include a mixed-use development that will provide three market rate units.
®) South Main Street condos and South Main Street Senior Lifestyles are now planned for these parcels.
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In Specific

Current Land

Project Name Plan Area APNs Street Address Zoning | Use (TY(?r\EJJ) Acres | Units
Centria West (Rental) Midtown 8612021 120 Great Mall Parkway | R4 Vacant Y 5.24 327
MXD2
&
Integral Transit 8633092 to 8633101 | 1375 McCandless Dr. MXD3 | Light Industrial | Y 23.04 1,573
Milpitas Square Transit 8601043 190 Barber Ct. C-3 Market N 16.85 900
Piper Towers Transit 8632035, 8632036 1200 Piper Dr. R4 Lumber Dealer 2.96 480
Subtotal 53.99 3,667
Total (UC, Approved, and Planned) 119.20 6,270

Source: City of Milpitas and Vernazza Wolfe Associates, Inc.
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C. Additional Considerations
1) Site Considerations for Above Moderate-Income Households

A review of the land use database provided by the County of Santa Clara Assessor’s Office and
the City of Milpitas indicates that there are 29 vacant residentially-designated sites where new
housing could be possible. These sites are in scattered locations but are mostly in the
northeastern part of the City, consisting of either empty lots within existing subdivisions (e.g.,
Calaveras Ridge Estates, Calera Creek Heights, Vista Ridge), or as larger undeveloped parcels
that extend up from the base of the hills along Piedmont Road and Evans Road, or along the
sloped portion of County Club Road. Most sites are located within the City’s Urban Growth
Boundary and would be subject to the restrictions of voter-approved Hillside Residential Overlay
District in the City’s Zoning Ordinance that specifies a density of one unit per 10 acres. At
current General Plan and zoning densities, these sites could yield approximately 119 units. Most
of these would be appropriate sites for luxury single family homes.

One of the larger and more interesting sites that emerged from the site inventory discussed above
is a 4.85 acre vacant parcel on North Park Victoria Drive. This site is listed on Table IV.4. Itis
located along the west side of North Park Victoria Drive and across from the intersection of
Country Club Road, inside the Urban Growth Boundary and is zoned for residential use. It
appears to be undeveloped except for a single family house located at the southeast corner of the
property, a house that appears to have suffered fire damage and is currently unoccupied. The
location and size of this parcel suggest that it might make a good candidate for luxury housing.
This site could yield approximately 33 units under current zoning (R1-6 at seven units to the
acre).

2) Adequacy of Infrastructure and Services

Although Milpitas is a built-out city, the conversion of older industrial and commercial sites in
the Specific Plan Areas to residential and mixed land uses requires that additional infrastructure
investment be undertaken. Transportation access to these areas is excellent, since these areas are
in close proximity to two major freeways, two light rail stations and a future BART Station.
However, since Milpitas is located at a crossroads of Silicon Valley, there is a great deal of
regional traffic. The City has adopted a transportation impact fee that will help pay for needed
road improvements within the City. Until sufficient funds are collected from this fee, affected
roads will be operating below an acceptable level of service. Finally, traffic congestion along the
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major freeways is a regional problem that requires regional solutions. The Transit Area Specific
Plan EIR recommended a Traffic Fee to contribute to address this issue.

Aside from transportation issues, remaining infrastructure, such as water, sewers, and storm
drains are adequate to support the planned growth in Milpitas.

A final consideration is the fire and emergency medical assistance services provided throughout
Milpitas by the Milpitas Fire Department (MFD). The TASP EIR recommended that a “standards-
of-coverage” analysis be conducted “to determine the precise impact on the department’s staffing,
equipment and any required facility enhancements. In addition, the MFD will need to write an
addendum to the City’s emergency management plan to address future development of the
project area. Thus, future development of sites in the TASP area will need to address these
issues related to fire and emergency medical assistance services. This Housing Element provides
that similar consideration of the adequacy of fire and emergency medical assistance coverage be
extended to all Housing Element sites, including those outside as well as inside the TASP area, at
the time specific projects come up for review.

3) Environmental Constraints

Chapter V addresses more generally the extent to which environmental considerations could be a
constraint on new development in the City of Milpitas. These include potential earthquakes,
flooding, and hillside erosion. In addition, since many of the potential sites are located in a
transitional area changing from older industrial and heavy commercial uses to a mixed use
community, it is possible that there are hazardous materials on some of the potential sites.

e Milpitas is subject to the same hazards from seismic activity as are other cities in the San
Francisco Bay Area. However, since the sites presented above are not located on landfill,
new development on these sites is not exposed to any greater risk from a potential
earthquake.

e Some of the housing sites in the Transit Area are located within the 100-year floodplain.
Although flood depths would be very shallow, a combination of on-site and off-site
improvements may still be required before building in areas that could experience
potential flooding.
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e Although development on the hillsides is theoretically possible, the area has serious
seismic and landslide constraints. However since none of the sites included in the site
inventory are located in the hillside area, this potential hazard is not a problem.

e None of the sites listed in the 2002 Housing Element that are still considered potential
sites for 2007-2014 are contaminated. The five sites that are Transit Area Specific Plan
Opportunity sites and which were not included in the 2002 Housing Element are Sites 10,
11, 12, 15, and 17. Given prior land uses, it may be necessary to undertake a Phase |
Environmental Site Assessment for these sites prior to residential development.

A final environmental issue relates to vibration levels that may affect future development inside
and outside the TASP area related to the UPRR and BART right-of-way. To make sure that
vibration levels do not exceed acceptable levels, the TASP includes mitigation measures to
address potential issues related to vibration. Future development in this area will be subject to
potential siting and/or construction features sufficient to reduce the impacts of ground vibration.
This Housing Element provides that Housing Element sites outside the TASP but within 300 feet
of an active UPRR and/or BART alignment be subject to an analysis of vibration impacts and be
required to provide for vibration reduction consistent with the direction of TASP policies.

D. Zoning for a Variety of Housing Types

In addition to the requirement of identifying potential sites for affordable housing, the City must
identify districts within the City in which special needs housing can be constructed. The purpose
of special housing is two-fold. First, it must be affordable, and second, the type of housing
required should not be subject to any special conditions, aside from conforming to site and
design standards. Each type of special needs housing is presented below along with
recommendations regarding the appropriate zoning districts in which the type of housing can be
located. In all cases, the City will need to modify its Zoning Ordinance to allow the special
needs use “by right” rather than as a conditional use.

1) Farmworker Housing

Health and Safety Code Sections 17021.5 and 17021.6 specify that the Housing Element must
demonstrate that the local government’s zoning, development standards and processing
requirements encourage and facilitate all types of housing for farmworkers. Appropriate zoning
would allow multifamily units as well as dormitory-style housing. While there are two
exclusions to this requirement, the City does not meet either of these; thus, it will be necessary to
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modify the City’s Zoning Ordinance for the 9 AR Agricultural Residence District to allow
farmworker housing as a use “by right.”%

2) Manufactured Housing

Similar to farmworker housing, the City needs to identify those residential districts in which
manufactured housing is allowed.®” Currently, there is no reference to manufactured housing in
the Zoning Ordinance, only to mobile homes. With the exception of design requirements, a city
can only subject the manufactured home and the lot on which it is placed to the same
development standards which are required for a conventional single-family residential dwelling.
Thus, the City will need to modify its Zoning Ordinance to permit manufactured housing in
single family districts.

3) SRO Housing

Single room occupancy units (SRO’s) are assumed to meet the needs of extremely low-income
households. If a jurisdiction can show it is meeting the needs of extremely low-income
households (below 30 percent AMI), then it is not required to consider SRO’s in its Zoning
Ordinance. However, according to the housing needs identified in Chapter 111 for Milpitas, there
are over 755 extremely low-income renter households in Milpitas, the vast majority of which
were overpaying for housing in 1999. So this income group does have need for additional
affordable housing. Furthermore, this group has not been helped by recent affordable housing
construction which benefits the upper bound of the low-income group, i.e., 50 percent AMI
instead of 30 percent AMI.

Therefore, to meet these needs, the City will either need to amend its Zoning Ordinance to permit
SRO housing in selected districts, or it will need to adopt an SRO Ordinance.

36 The two exclusions are as follows: If the City could demonstrate there are no agriculture workers working in
Milpitas, this zoning change would not be needed. However, ABAG currently identifies 180 agricultural workers
in Milpitas’ sphere of influence. (Employment information is presented in Chapter III of this Housing Element.)
The second exclusion would be if the City’s Zoning Ordinance did not indicate any agricultural zoning districts,
then it could be waived out of this requirement. However, there are two zoning districts that specify agricultural
uses in Milpitas.

37 The applicable state law is Government Code Section 65852.3.
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4) Homeless Shelters

Chapter 11 discussed the need for housing services for homeless individuals and families in the
City. To meet this need, the City has identified the highway services (HS) Zoning District as the
district for homeless shelters as a land use “by right.” According to the City’s Land Use Plan,
there are 271 acres of land designated as HS, of which 44 acres are undeveloped. Parcel sizes
range from less than one-half acre to 23 acres. The median parcel size is 1.3 acres, and the
average parcel size is about three acres. Fifteen parcels are below one acre in size. Thus, the HS
zone has parcels that would be of an appropriate size for a homeless shelter.

Land zoned as HS is located in several parts of the City (near major thoroughfares) and serves as
a gateway to the City. Several new hotels and a mixed use development are located in this zone
and include the Hampton Inn, Extended Stay, and Milpitas Square. The following locations
include HS zoned parcels:

e West of 1-880 and south of Calaveras Boulevard

e North of Montague Expressway, West of 1-880, and East of McCarthy Boulevard
e East of 1-680 near Jacklin Road

e Along North Milpitas Boulevard near Minnis Circle

The City will need to revise its Zoning Ordinance for the HS zone to allow homeless shelters as
uses “by right.”

5) Transitional and Permanent Supportive Housing

Finally, as authorized under SB2, sites for supportive transitional and permanent housing need to
be identified. Appropriate sites for supportive transition housing would also be located near
services and facilities and be subject to the same permitting processes as other housing in the
zone without undue special regulatory requirements. It will be necessary to amend the current
Zoning Ordinance to state that supportive transitional housing be allowed as a resident use and
only subject to those restrictions that apply to other residential uses of the same type in the same
zone.

E. Housing Resources

The City of Milpitas has access to a variety of funding sources for affordable housing activities.
These include federal, state, and local resources. These resources in combination with high
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density zoning in the Specific Plan Areas, has enabled (and will continue to enable) the City to
provide affordable housing opportunities to its residents.

1) Federal Programs
CDBG Program

Through the CDBG program, the federal Department of Housing and Urban Development
(HUD) provides funds to local governments for funding a wide range of housing and community
development activities for low-income persons. The City of Milpitas is a CDBG Entitlement
City and receives annual allocations directly from HUD.

Based on previous allocations, Milpitas expects to receive an annual allocation of $579,009 and
an additional $100,000 in Program Income from the Single Family Housing Rehabilitation
Program for a total of $679,009. In accordance with established policies, Milpitas is committed
to increasing and maintaining affordable housing in the City. CDBG funds are used for site
acquisition, rehabilitation, first-time homebuyer assistance, development of emergency and
transitional shelters and fair housing/housing counseling activities. Additional activities in
support of the new construction of affordable housing include site clearance and the financing of
related infrastructure and public facility improvements.

HOME Program

While Milpitas does not received HOME funds directly from HUD, Milpitas can compete for

funds that are allocated by the State of California. Milpitas can work with affordable housing

developers to support applications for these funds that can be used for all aspects of affordable
housing development.

Section 8 Assistance

The Section 8 program is a federal program that provides rental assistance to very-low income
persons in need of affordable housing. This program offers a voucher that pays the difference
between the current fair market rent and what a tenant can afford to pay (e.g. 30 percent of
household income). The voucher allows a tenant to select housing that may cost above the
payment standard. However, in that situation, the tenant must pay the extra cost. At present, 618
Milpitas households receive Section 8 VVouchers. In addition, affordable housing developments
can request project-based Section 8 assistance.
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2) State Programs

California Housing Finance Agency (CHFA)

The California Housing Finance Agency operates several programs that help reduce the cost of
housing. These programs, funded by the sale of tax-exempt bonds, provide permanent financing
of affordable housing developments, as well as financing for homebuyers.

Housing Funds Authorized by State Propositions

Since 2002, California voters have voted for two major housing funding programs. The first is
referred to as Proposition 46. The funds from this program are now expended. The second
Proposition, referred to as Housing and Emergency Shelter Trust Fund Act of 2006, or
Proposition 1C, authorized $2.85 billion to be spent on affordable housing and other related
activities. Funds from this Proposition still remain.

Low Income Housing Tax Credit Program

Created by the 1986 Tax Reform Act, the Low Income Housing Tax Credit Program (LIHTC) is
used extensively by developers of affordable housing. Although enabling legislation was passed
at the federal level, allocations of the tax credits are made by the State of California.

Affordable housing developers utilize this program in combination with City and additional
funding sources to encourage the construction and rehabilitation of rental housing for lower-
income households. The program allows investors an annual tax credit over a ten-year period,
provided that the housing meets affordable income requirements. The tax credit is typically sold
to large investors at a syndication value.

Mortgage Credit Certificate (MCC) Program

The Mortgage Credit Certificate Program (MCC), authorized by Congress in 1984, provides
financial assistance to first-time homebuyers. Similar to the LIHTC Program, the MCC Program
was authorized by the federal government, but is administered by the State. The MCC tax credit
reduces the federal income taxes of qualified borrowers purchasing qualified homes; thus having
the effect of a mortgage subsidy. The current tax credit rate is 15 percent. The MCC reduces the
amount of federal income taxes otherwise due to the federal government; however, the mortgage
tax credit cannot be claimed as a refund. While the MCC is not a direct subsidy, it enables
program participants to reduce their federal income tax withholdings, so that the MCC indirectly
provides a monthly benefit.
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Santa Clara County administers the MCC Program on behalf of all participating cities located in
the county. There are purchase price and income limits. For example, for a resale of an existing
home, the sales price limit in 2008 was $570,000, and for a new home, the sales price limit was
$630,000. Income limits for 2009 are $97,800 for a one- or two-person household and for a
household with three or more persons, the limit is $112,470. This is between median- and
moderate-incomes in Santa Clara County.

3) Local Programs

Redevelopment Housing Set-aside Funds

In accordance with State law, the Milpitas Redevelopment Agency sets aside 20 percent of all
tax increment revenues generated from its redevelopment project areas to fund housing projects
that increase, improve or preserve the supply of affordable housing. Housing developed with
these set-aside funds must remain affordable to low- and moderate-income households for at
least 55 years for rentals and 45 years for ownership housing. Table V.6 presents information
on the assistance provided to mixed-income and affordable developments since 1999. Between
1999 and 2006, the City provided $23.6 million in grants and loans to projects that have built (or
will build) 1,758 housing units, of which 717 will be affordable. Since January 2007, the City
has authorized an additional expenditure of $20.6 million for developments that will add an
additional 580 units, of which 265 will be affordable. These funds came from the
Redevelopment Housing Set-aside Fund. These funds provide direct assistance to developers,
e.g., developer impact fee assistance, as well as second mortgages to homebuyers. The majority
of the funds are loans, so, at some point, these funds will recycle back to the City for future
affordable housing developments.

During the upcoming Housing Element period, the City expects to receive $36 million in annual
tax increment revenue, of which 20 percent ($7.2 million) will accrue annually to the housing
set-aside fund. The City will continue to expend these funds as follows:

e Twenty percent ($1.44 million) for down payment assistance.

e Thirty percent (2.16 million) for financial assistance to developers of affordable rental
and ownership housing.

e Twenty percent ($1.44 million) for rehabilitation of multifamily and single family
housing.

e Thirty percent ($2.16 million) for land acquisition to benefit affordable housing.
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Several of the programs listed under the Five-Year Implementation Plan will be wholly or
partially funded through the use of these Redevelopment Housing Setaside Funds.

Housing Trust Fund of Santa Clara County

The Housing Trust Fund of Santa Clara County provides assistance to first-time homebuyers, the
homeless (through the creation of shelters and other special housing programs), and provides
loans for new affordable housing development. The City of Milpitas contributes to this Trust
Fund and in 2009 allocated $925,000. First-time homebuyers in Milpitas are eligible to receive
benefits from the Trust Fund. These benefits include down payment assistance (up to $15,000 as
a deferred loan) and mortgage assistance (below market interest rates and loans with a 40 year
amortization). For both programs, there are household income limits. In the down payment
assistance program, the income range is between 60 percent and 100 percent AMI, and for the
mortgage assistance program, the income limit is higher at 120 percent AMI.
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Table 1V.6: Projects Receiving Assistance from the City of Milpitas Housing 1999-2009

Project Name Total Total RDA . . Status
(Developer) Units Funding Type of Funding Affordability Level Tenure (1)

Loans Grants Fees Above Mod | Low Very Owner | Renter

Mod Low

1999-2006
DeVries Place Senior Housing 103 $9,600,000 $9,600,000 0 1 0 102 0 103 C
Aspen Family Apartments 101 $2,300,000 $2,300,000 0 1 0 100 0 101 ucC
Centria East 137 $1,149,480 $770,000 $379,480 111 10 7 9 137 0 C
Crossing at Montague 470 $1,190,000 | $1,190,000 376 0 0 94 0 470 C
Apartments
Montevista Apartments 306 $3,000,000 $3,000,000 0 153 76 77 0 306 C
Parc Metro 382 $1,792,587 $1,500,000 $292,587 354 18 10 0 382 0 C
Senior Group Home
(Senior Housing Solutions) 1 $800,000 $800,000 0 0 0 ! 0 ! ¢
Parc Place 258 $3,797,480 $1,974,000 $1,823,480 200 34 6 18 258 0 C
TOTAL (1999-2006) 1,758 $23,629,547 $21,134,000 $0 $2,495,547 1,041 217 99 401 77 981
2007-2014
Paragon 147 $1,199,997 $1,199,997 118 20 0 9 147 0 uc
Terra Serena 94 $6,500,000 $1,800,000 | $4,700,000 31 63 0 0 94 0 uc
Apton Plaza $4,400,000 $4,400,000 0 0 56 37 93 0 A
Town Center Villas 65 $800,000 $800,000 49 16 0 0] 65 0 ucC
Senior Group Home
(Senior Housing Solutions) 1 $750,000 $750,000 0 0 0 ! 0 ! P
South Main Senior Lifestyle 180 $7,000,000 $7,000,000 117 0 36 27 0 180 P
TOTAL (2007-2014) 580 $20,649,997 | $15,949,997 | $4,700,000 $0 315 99 92 74 399 181

(1) C (Completed), UC (Under Construction), A (Approved), and P (Planned).

Source: City of Milpitas
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V. HOUSING CONSTRAINTS

A. Introduction

Housing Constraints are defined as government measures and non-government conditions that
limit the amount or timing of residential development. Government regulations can potentially
constrain the supply of housing available in a community if the regulations limit the
opportunities to develop housing, impose requirements that unnecessarily increase the cost to
develop housing, or make the development process so arduous as to discourage housing
developers. State law requires housing elements to contain an analysis of the governmental
constraints on housing maintenance, improvement, and development (Government Code, Section
65583(a) (4)).

Non-governmental constraints (required to be analyzed under Government Code, Section
65583(a) (5)) cover land prices, construction costs, and financing. While local governments
cannot control prices or costs, identification of these constraints can be helpful to Milpitas in
formulating housing programs. Additional non-governmental factors that may constrain the
production of affordable housing in Milpitas include infrastructure availability and
environmental features.

B. Potential Government Constraints

Government regulations affect housing costs by limiting the supply of buildable land, setting
standards and allowable densities for development, and exacting fees for the construction of
homes. Potential regulatory constraints include local land use policies (as defined in the Milpitas
General Plan), zoning regulations and their accompanying development standards, subdivision
regulations, urban limit lines, and development fees. Lengthy approval and processing times
also may be regulatory constraints.

1) General Plan

The last comprehensive update to the Milpitas General Plan occurred in 1994. During the last
Housing Element update, the General Plan was amended to incorporate the land use
designations, other policies, and design guidelines defined by the Midtown Specific Area Plan.
Since the 2002 Housing Element, the General Plan has been updated to incorporate the land use
designations, other policies, and design guidelines defined by the Transit Area Specific Plan.
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With the recent amendments incorporating the Midtown and Transit Area Specific Plans, the
General Plan identifies five categories of residential uses, distinguished from one another by unit
type and density. These include R1 (with seven different subcategories depending on minimum
lot size and three additional hillside categories), R2, R3, R4, and R5. In addition, there are three
mixed use categories (MXD, MXD2 and MXD3) that allow residential development.

Finally, there are three overlay districts that affect residential development, including the “S”
Site and Architectural Overlay District (S District), the “MHP” Mobile Home Park Overlay
District (MHP District), and the “TOD” Transit Oriented Development District (TOD District).
% |If there is inconsistency between regular zoning districts and requirements under an Overlay
District, the Overlay District’s rules apply. The sites that benefit from the TOD Overlay District
are located in the Transit Specific Plan Area. While the MHP Overlay District currently applies
to a small area in the northwest portion of Milpitas zoned for Highway Services (where mobile
home parks are currently located), the Mobile Home Park Overlay district could be combined
with the R1-6, R2, R3-20 and HS districts.

In addition to these zoning categories and overlay districts, the City’s two Specific Plans [Transit
Area (Chapter 5) and Midtown Area (Chapter 8)] provide information on additional development
requirements. The Zoning Ordinance does not repeat all the information provided in the specific
plan documents. Again, as with the Overlay Districts, if there is an inconsistency between the
Zoning Ordinance and the Specific Plan, the Specific Plan regulations prevail. If a standard is
not listed in the Specific Plans, then the Zoning Ordinance prevails.

2) Zoning Ordinance
Densities and Permitted Land Uses

Table V-1 provides a summary of the zoning regulations for the five residential and three mixed-
use categories that allow residential development. Except in the Hillside Overlay District, the R1
zoning designation spans a range of housing densities (from 4 to 17 dwelling units per gross
acre) with minimum lot sizes ranging from 2,500 SF to 10,000 SF. In the Hillside Overlay
District, housing densities range from three units per acre to 10 acres per unit, and consequently,
minimum lot sizes are much greater and range from 14,520 SF up to 10 acres. Second units are
permitted without a conditional use permit in all the R1 zones. The R2 district permits single

38 The Site and Architectural (S) Overlay District is not discussed in detail here. The S District does not impact
the zoning parameters discussed in this section. Instead, the purpose of the S District is to encourage attractive
development and avoid uses that could have negative impacts on the environment, adjacent land uses, traffic or
lead to other negative externalities. The S District accomplishes this through the development review process.
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family and duplex units, and the remaining residential zoning districts R3, R4, R5, and mixed
use) permit multifamily housing.

Parking Requirements

Table V.1 also provides information on parking requirements specified in the Zoning Ordinance.
For the R1 and R2 residential districts, two spaces per unit are required, if there are three or
fewer bedrooms. If there are four or more bedrooms, three spaces per unit are required, plus one
additional space for each additional bedroom. Parking requirements for R3, R4, R5, and the
MXD categories are the same. These requirements are as follows:

e For studios, one covered space is required for each unit.
e For one-bedroom units, 1.5 covered spaces are required.
e For two- and three-bedroom units, two covered spaces are required per unit.

e For four-bedroom units, three spaces are required, of which at least two must be
covered.

e For five-bedroom units, four spaces are required, of which at least two must be
covered.

e For guest parking requirements — projects with structured parking must provide 15
percent additional parking spaces over the required number of spaces. All of these
spaces may be uncovered. For projects with private garages, 20 percent additional
parking spaces are required. All of these spaces may be uncovered.
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Table V.1: Residential Zoning District Regulations

Maximum
. - Density Minimum Lot Types of Units Permitted | Parking

Zoning District (Units per Sizes (SF) (w/o conditional use permit) | Requirements

gross acre)
3 bedrooms or fewer: 2
spaces per unit;

R1-2.5 17 2,500 Single family and Second Unit | 4 + bedrooms: 3 per unit,
plus 1 per each additional
bedroom

R1-3 15 3,000 Single family and Second Unit | Same as R1-2.5

R1-4 11 4,000 Single family and Second Unit | Same as R1-2.5

R1-5 9 5,000 Single family and Second Unit | Same as R1-2.5

R1-6 7 6,000 Single family and Second Unit | Same as R1-2.5

R1-8 5 8,000 Single family and Second Unit | Same as R1-2.5

R1-10 4 10,000 Single family and Second Unit | Same as R1-2.5

R1-H VL Density 0.10 435,600 Single family and Second Unit | Same as R1-2.5

R1-H L Density 1 43,560 Single family and Second Unit | Same as R1-2.5

R1-H M Density 3 14,520 Single family and Second Unit | Same as R1-2.5

. . Single family and Duplex

R2 7 to 11 units 6’02?085(;%5;@%”” Units Same as R1-2.5
Studio: 1 covered per
unit; 1 bedroom: 1.5
covered per unit;

2-3 bedrooms: 2 covered
per unit;

4 + bedrooms: 3 per unit,
plus 1 additional space for
each additional bedroom

R3 12 to 20 units | 2,000 SF/DU Multifamily (at least two covered).
Guest Parking: projects
with structured parking:
15% of the total required,
may be uncovered;
projects with private
garages: 20% of the total
required, may be
uncovered.

R4 31-40 None Multifamily Same as R3

units/acre
R5 41-60 None Multifamily Same as R3
units/acre
Size must be large
Mixed Use MXD 21 minimum enough to Multifamily Same as R3
30 maximum accommodate all
space requirements.
Mixed Use MXD2 31 minimum Same as above. Multifamily Same as R3
40 maximum

Mixed Use MXD3 g’é minimum Same as above Multifamily Same as R3

maximum

Sources: City of Milpitas Zoning Ordinance and Vernazza Wolfe Associates, Inc.

85




Overlay Districts

Table V.2 presents zoning regulation information for the TOD and MHP Overlay Districts. Only
some of the zoning districts are affected by these Overlay Districts. Zoning Districts R3, R4, R5,
and the three mixed use districts benefit from the TOD designation. While not currently utilized,
the MHP Overlay District could be applied to R1-6, R2, and R3-20 Residential Districts. Table
V.2 summarizes the modifications that result from a location in an Overlay District.

Table V.2: Residential Zoning District Regulations as Modified by Overlay Districts

Zoning District

Maximum
Density

(Units per
gross acre)

Minimum Lot
Sizes (SF)

Types of Units Permitted
(w/o conditional use permit)

Parking
Requirements

Transit Oriented Development

— 3
R3 21 minimum Same as standard R3. | Same as standard R3. Redgce k_)y 20%. Guest
40 maximum parking is the same.
— 3
R4 4l minimum Same as standard R4. | Same as standard R4. Redgce k_)y 20%. Guest
60 maximum parking is the same.
— 5
R5 4l minimum Same as standard R5. | Same as standard R5. Redgce k.)y 20%. Guest
75 maximum parking is the same.
— 3
Mixed Use MXD 31 minimum Same as standard Same as standard MXD. RedL_Jce py 20%. Guest
40 maximum MXD. parking is the same.
— 5
Mixed Use MXD2 31 minimum Same as standard Same as standard MXD2 RedL_Jce py 20%. Guest
50 maximum MXD2 parking is the same.
— 3
Mixed Use MXD3 41 minimum Same as standard Same as standard MXD3. Redgce py 20%. Guest
75 maximum MXD3. parking is the same.
Mobile Home Park
Mobile Home Parks for single | 2.5 spaces per home-one
R1-6 6 mobile 25 acres per park famlly d_welllng uses and of W_hlch must be _
homes residential quarters for contiguous to mobile
employees. home.
R2 6 mobile Same as above Same as above Same as above
homes
R3-20 7 mobile Same as above Same as above Same as above
homes

Sources: City of Milpitas Zoning Ordinance and Vernazza Wolfe Associates, Inc.

The principal differences attributable to the TOD District are densities and parking requirements.

e Minimum and maximum densities are higher in the TOD Districts in all residential
zoning categories. With a TOD designation, builders can construct up to 75 units per

acre. The lowest allowable density in a TOD District is 21 units (R3).

e For all zoning districts, minimum parking requirements are reduced by 20 percent.
Guest parking requirements remain the same.
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The TOD District has two main purposes. The first is to support transit by increasing the number
of residential units near stations and bus stops. The second and related purpose is to decrease
parking requirements. This decrease is justified on the grounds that occupants of TOD units will
use transit for some portion of work or personal trips, therefore lessening demand for auto use.

However, the main purpose of the MHP Overlay District is to “promote the expansion and
diversification of the available housing opportunities within the City of Milpitas by the
establishment of standards for the creation of planned mobile home parks.” ¥ The MHP
Overlay District establishes a zoning designation that both permits and regulates mobile home
parks. These regulations include parking requirements, minimum mobile home park size, and
maximum densities.

Impacts of Residential Development Standards on the Cost and Supply of Housing

Recent development trends in Milpitas indicate that the zoning regulations adopted by the City
since the 2002 Housing Element are encouraging higher density housing near transit and other
transportation corridors. In contrast, little housing is being developed in the hills, which are
protected by an Urban Growth Boundary and hillside development standards.

In comparison to existing densities in the City, the new housing is built at much higher densities
and is primarily multifamily. This was the intent of revised zoning and site development
standards adopted since the last Housing Element, particularly in the two specific plan areas
(Midtown and the Transit Area). The type of housing recently completed, under construction or
planned can be described as high density, middle-income housing.

A comparison between existing citywide residential densities and densities of new residential
developments presented in the 2008 Milpitas Market Study quantifies the impact of higher
allowed residential densities, ranging up to 75 units per acre in the TOD Overlay Districts. As of
2002, according to Table 2.2 of the updated General Plan, the average citywide residential
density figure was five units to the acre. The new development under construction and approved
in Milpitas as of 2008 had an average density figure of 34 units per acre, or almost seven times
higher than existing residential development in the City at that time.

Higher densities can encourage new development, since one component of development costs
(land) is lower due to a reduction in the amount of land required per unit. In fact, according to
the 2008 Milpitas Market Study, a total of 995 housing units were added to the City’s housing
stock between 2000 and 2007. In comparison, the total number of units planned or under

3% Paragraph A of Section X1-10-12.04 of the Zoning Code.
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construction at the end of 2007 was 3,492 units or over three times the total number of units
completed between 2000 and 2007. It can be concluded that the City’s standards have
encouraged new market rate residential development. Furthermore, since the City implements an
affordable housing ordinance, almost 20 percent of these new units are affordable.

3) Site Development Standards

Through its Zoning Ordinance, the City of Milpitas enforces minimum site development
standards for new residential developments. These standards include lot width, setbacks, lot
coverage, and maximum building height. This information is readily available to the public and
is posted on the City’s website. The City’s standards allow appropriate levels of development.
Table V.3 summarizes height and setback standards by zoning district.

Height Limits

The standard height limit in the R1 and R2 zones is 30 feet. Again, there are different
requirements for the Hillside Combining District. The maximum height in the three hillside
districts is lower, at 17 feet. (See Table V.3.) In the R3, R4, R5, and Mixed Use Zones,
maximum heights are considerably higher than in the R1 and R2 zones, ranging in height from
35 feet (R3) to 150 feet (MXD3).

Setbacks

Unlike other specifications, the setback requirements for the residential uses are somewhat
similar except for the Hillside districts, R4, R5, and the Mixed Use zoning categories. For the
most part, the front, side, and rear setbacks in the Hillside Combining District are greater than
those that apply to other R1 zones. The setbacks in the R4, R5, and Mixed Use districts are
slightly lower to permit efficient utilization of sites.
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Table V.3: Residential Land Use Zoning Heights and Setbacks

Zone Height SEtrt()):ctk Side Setback Rear Setback
R1-2.5 30’ 20’ 5’ one side 15’ or 20°®
R1-3 30’ 20’ 5’ one side 15’ or 20"®
R1-4 30’ 20’ 6’ one side 15’ or 20"®
Adjacent to
R1-5 30’ 20’ garage 6 Total 20’
101(2)
Adjacent to
R1-6 30’ 20’ garage 6’ Total 20’ or 25°®
131(2)
R1-8 30° o5 | 77one i'7de total 25° or 30"
R1-10 30’ o5 |BTone 52'3?‘“”""' 30" or 35"
R1-H VL Density 17’ 25" 40 40
R1-H L Density 17’ 25" 40 40
R1-H M Density 17’ 25" 40 40
; ; , s 199 25 if single family
R2 807 (2.5 stories) 20 a-12 25’ - 30" if two family unit
30’ if single story
R3 35’ (3.5 stories) 20’ 5" - 20’ 35’ if 2 or 2.5 stories
40" if 3 or 3.5 stories
R4 60’ (4 stories) 815()?]('21)&)'20 10’ 10’
R5 75 (6 stories) 1220,(%”&);)0 15" - 20° 15’
. , . 8’ (min) to , ) )
Mixed Use MXD 45’ (3 stories) 15’ (max 0'-10 10
10’ orl5’ when abutting residential
. , . 8’ (min) to , , use.
Mixed Use MXD2 757 (6stories) | 745 (max 0"=10" " >9" for buildings over 60’ or 4
stories.
15’ or 20” when abutting residential
. , . 12’ (min) to , , use.
Mixed Use MXD3 150’ (20 stories) 20" (Max) 10°-20 30° for buildings over 60° or 4
stories.

(1) This assumes that slope is less than 16%.
(2) If side yard is adjacent to a garage, the minimum side setback is reduced to 6°.
(3) First number applies to single story units. Second number applies to units with 2 or more stories.

Source: City of Milpitas, Zoning Ordinance

89



TOD Heights and Setbacks

Table V.4 provides information only on additional site utilization that is possible under the TOD
Overlay District. Higher building heights for the R3, R4, MXD, and MXD3 are allowed under
the Overlay. Setbacks are similar to the standard requirements for each zoning designation,
except for R3 and R4. Under the TOD Overlay, front setbacks for R3 zones are slightly lower,
and for R4 zones, front setbacks are slightly higher.

Table V.4: Residential Land Use Zoning Heights and Setbacks as Modified by Overlay
Districts

Zone Height Front Setback Side Setback Rear Setback
R3 60’ (4 stories) 8’ -15 Same as Standard R3 Same asl,qgtandard
R4 75’ (6 stories) 12’ - 20’ Same as Standard R4 Same asl,?itandard
. , . Same as Standard Same as Standard
Mixed Use MXD 60’ (4 stories) MXD Same as Standard MXD MXD

Mixed Use MXD2

75’ (6 stories)

Same as Standard
MXD2

Same as Standard MXD2

Same as Standard
MXD2

Mixed Use MXD3

Up to 24 stories
possible

Same as Standard
MXD3

Same as Standard MXD3

Same as Standard
MXD3

Mobile Home Park Overlay District

R1-6, R2, R3-20

Shall not exceed
standard height for
zoning district

35’ from a public
street

25’ for side and rear
setbacks, if abutting a

residential district.
Otherwise 15°.

Sources: City of Milpitas Zoning Ordinance.

4) Standards for Second Units

Second units are addressed in Section XI-10-13.08 of the Zoning Ordinance. Second units are

allowed by right in R1 areas as long as they meet the following minimum standards:

e The lot is residentially zoned and contains only one single, legal existing single family

housing unit.
e A maximum of one second unit per lot is allowed.

e The unit must be owner-occupied at the time an application for a second unit is

submitted.
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e The second unit may not be sold to a different owner than the owner of the main
residence. However, the second unit may be rented.

e Attached second units cannot exceed 30% of the existing living area, with a maximum of
475 SF. If the attached second unit is located in the Hillside Combining District, the
maximum area increases to 1,200 SF, as long as this does not represent more than 30% of
the existing floor area of the primary housing unit.

e There are specified height and setback requirements, again, that vary between Hillside
and non-Hillside areas. For example, there is a height limit of 15” in the non-Hillside
areas, and 17’ in the Hillside areas.

e One additional off-street parking space is required and may be tandem parking.

e Other standards include the definition of minimum size (150 SF), the maximum number
of rooms (one bedroom and one kitchen), the requirement for a permanent foundation,
and design and setback requirements (the second unit must fit in the existing unit’s
footprint).

Based on these criteria, the City’s Zoning Ordinance does not present a constraint to second unit
production, particularly since homeowners can develop second units “by right” and separate,
covered parking is not required.

5) Urban Growth Boundary

Milpitas voters approved this Urban Growth Boundary (UGB) in 1998. The UGB establishes an
urban limit line. The boundary is intended to remain in place through 2018 and can only be
amended through a majority vote of the electorate. The UGB was primarily created as a hillside
protection measure.

The Urban Growth Boundary has primarily impacted the above moderate-income housing
market and has had little or no impact on low- and moderate-income households. The high cost
of hillside construction, the prestige associated with a “view” or hillside home, and the general
character of the area make it difficult to build more affordable housing in these areas. Utility and
road extensions would be costly. Higher density housing in this area would require large-scale
grading, cuts and fills, and would have substantial adverse environmental impacts. Moreover,
the potential for landslides and wildfire in the hillside areas suggest that increasing population
densities in these areas could be imprudent. However, a limited amount of development
potential still exists beyond the Growth Boundary, subject to a slope density formula that dictates
minimum lot sizes.
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Aside from potential impacts on the luxury housing market, the City has mitigated impacts from
the growth boundary on the supply of housing by significantly increasing the residential
development potential of land within the existing urbanized area. The rezoning of several
hundred acres of former commercial and industrial sites within the Specific Plan Areas to very
high residential densities and mixed use development has more than compensated for the loss of
development potential outside the Urban Growth Boundary. Moreover, the viability of
affordable housing in the Specific Plan Areas is far greater than it would be on sites in the
hillsides, given the higher densities permitted and the proximity to mass transit and urban
services. Finally, the UGB is in keeping with the general principles of “smart growth” advocated
by the Association of Bay Area Governments and planning agencies throughout the San
Francisco Bay Area.

6) Density Bonus Law

During the last Housing Element period, density bonuses had been granted through the use of a
Density Bonus Combining District which could be applied in all residential zones, but which
required an additional step in the development process. One of the program recommendations in
the last Housing Element was to amend the City’s Density Bonus so that it would eliminate the
Combining District approach and be consistent with State Law.

Consequently, the City adopted a Density Bonus Ordinance (Section XI-10-54-15 of the Zoning
Code) in 2005. The Density Bonus applies to all zoning districts that allow residential
development, and the minimum project threshold size is five dwelling units. In addition to
providing higher densities, the Ordinance also allows reduced parking standards. Table V.5
provides a summary of the key features of this Ordinance.
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Table V.5: Milpitas Density Bonus Law

Attribute

Milpitas Housing Density Bonus ®

Percent of Units
Required to be
Affordable

5% of units to be affordable to very low-income, or 10% of units to be
affordable to lower-income households, or a senior housing development (no
affordability restrictions), or 10% of units to be affordable to moderate-income
households, if the development is a condominium.

Resale/Rent
Restrictions

For very low- and low-income housing, a 30-year restriction applies, if required
by other funding programs or if the City provides at least one incentive in
addition to the Density Bonus. If this is not the case, then there is a minimum
10-year restriction.

Maximum Amount of
Density Bonus

Sliding scale. Very low (percentage of very low-income units ranges from 5%
to 11% and accompanying density bonus ranges from 20% to 35%); Low
(percentage of low-income units ranges from 10% to 20% and accompanying
density bonus ranges from 20% to 35%), and Moderate (percentage of
moderate-income units ranges from 10% to 40% and accompanying density
bonus ranges from 5% to 35%). For senior housing, since 100% of units in a
development must be targeted to seniors, a uniform density bonus of 20%
applies.

Rounding of Density
Bonus Units

All fractions are rounded up to provide for more density.

Number of Incentives
Provided @

Under the minimum required percentage of units for very low-, low- and
moderate-income households, one incentive is provided. If a project doubles the
percentage of affordable units, e.g., 10% of units for very low-income; 20% of
units for lower-income, or 20% of units for moderate, then two incentives are
provided. If a project triples the percentage of affordable units, e.g., 15% of
units for very low-income; 30% of units for lower-income, or 30% of units for
moderate, then three incentives are provided.

Reduced Parking
Incentive

There are three ways that the reduction in the number of parking spaces provides
a cost benefit to developers. First, for developments outside the TOD Overlay
District, the number of required spaces for each unit size is lower (except for
four-bedroom units). Secondly, parking spaces do not need to be covered, and
thirdly, there is no requirement for guest parking.

(1) Excludes density bonuses related to provision of child care facilities in residential developments.
(2) The actual incentives are not defined. Incentives must result in more affordable housing costs.
Sources: City of Milpitas Zoning Ordinance, XI1-10-54.15.

7) Affordable Housing Requirement

While the City of Milpitas does not have an Inclusionary Zoning Ordinance, it has adopted an

Affordable Housing Requirement as part of its Zoning Ordinance (Section XI-10-6.03). According
to this Ordinance, 20 percent of new units are to be affordable. This requirement allows the City to
negotiate affordable housing goals on a project-by-project basis with area developers. In the past,

these negotiations have resulted in several options to comply with the affordable housing

requirement including payment of in-lieu fees, land dedication, off-site development, and on-site

inclusionary units. Furthermore, the City can waive a development out of the requirement
altogether, if it appears that compliance with the requirement would render a project financially

infeasible. Frequently, the City provides loans, grants, and down payment assistance to facilitate

affordability.
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Table V.6 in the previous chapter provides information on assistance provided to affordable and
market rate projects developed since 1999. There are eight market rate projects listed on this table
that were required to provide affordable units. These include Centria East, Crossing at Montague,
Parc Metro, Parc Place, Paragon, Terra Serena, Town Center Villas, and South Main Senior
Lifestyle. Together, these projects have received (or have received commitments) for a total of over
$23.4 million in city financial assistance; approximately 70 percent of this financial assistance has
been (or will be) provided as loans. This assistance enables the developers to build financially
feasible projects while at the same time, providing the required affordable housing. However, there
are also market rate projects (under construction, approved and planned) that have not requested
assistance, but are still required to provide affordable units. These include Fairfield Murphy Ranch
and Matteson Condos. These developments will be able to comply with the City’s affordable
housing requirement without receiving financial assistance from the City.

In addition to financial assistance, the City provides other development incentives, primarily by
allowing modifications to development standards that intensify land utilization. By allowing more
units to be built on a given site, the City assists developers by lowering land costs per unit.
Examples of more favorable development standards include reducing parking requirements,
increasing height limits, providing density bonuses, and reducing setbacks. The City provided these
incentives to two recent condominium projects — Parc Place and Paragon — assisting in the provision
of 87 affordable units.

Specific income group targeting for affordable units is not specified in the City’s Zoning Ordinance.
The actual incomes targeted depend, in part, on prevailing market conditions. For example, in the
falling housing market (2008-09), the City and developers encountered problems in marketing deed-
restricted moderate-income units. Since market rate and moderate-income sales prices were fairly
close, moderate-income, first time homebuyers were less interested in purchasing units with resale
restrictions because they could afford to purchase market rate units without restrictions. Thus, the
City used some of its redevelopment housing set-aside funds to offer second mortgages so that low-
income buyers could purchase these units.*® This is an example of the flexibility of the City’s
housing policies.

Since the City’s affordable housing requirement is not specified in terms of affordability targeting
and can be waived entirely, depending on project economics, it is difficult to provide a generalized
discussion of its “impacts on the cost and supply of housing.” While compliance with this zoning
requirement could result in a decrease in the profitability of residential development projects for

“% Since much of the new residential development is located in a redevelopment project area, the City can use its
housing set-aside funds to support the affordable housing required under the City’s Zoning Ordinance and California
Redevelopment Law.
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developers (or could increase the cost of market rate housing in the City if developers passed
compliance costs onto buyers), there is enough flexibility in the City’s implementation of its
affordable housing requirement that it has not presented a problem thus far. In fact, during the last
ten years, the City has experienced a significant building boom. ** (See Table 111.16 in Chapter IIl.)
This building boom illustrates the market neutrality of the city’s affordable housing requirement.

8) Building Codes and Enforcement

The City of Milpitas has adopted the Uniform Building Code (UBC), the National Electrical
Code, the Uniform Mechanical and Plumbing Code, and the Uniform Fire Code. It also enforces
California Energy Commission’s Title 24 standards for energy efficiency. City codes are
updated regularly to reflect changes made in state and national codes and standards.

The City has not adopted any special requirements above and beyond those in the UBC. Class B
(or better) roofing is required in new residential construction on the Valley Floor. Structures on
the hillsides are subject to special engineering criteria for high wind, representing an added cost
for the small number of homes that may eventually be built in these areas. These structures are
also subject to fire-retardant roofing standards and sprinkler requirements. The City allows the
use of the more flexible State Historic Building Code for historic structures, although the number
of eligible structures is small.

While the UBC contains no prohibitions on exterior building materials, the Midtown and Transit
Area Specific Plans disallow certain materials. These include vinyl, aluminum, and T-111
siding, and horizontal sliding or plastic snap-in windows. These prohibitions should not affect
housing affordability or production. For example, affordable housing projects in the City have
used stucco or wood exteriors, allowing them to better blend with the surrounding community
and convey an image of quality and durability.

9) Site Improvement Requirements

Residential developers are responsible for constructing road, water, sewer, and storm drainage
improvements on new housing sites. Where a project has off-site impacts, such as increased run-
off or added congestion at a nearby intersection, developers may be responsible for additional
expenses to offset impacts from their projects.

*I Much of this boom can be attributed to higher densities and other development incentives provided under the City’s
two specific plans as well as to an increase in demand due to job growth in Silicon Valley.
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The City’s Subdivision Ordinance, which is part of the City’s Municipal Code, establishes the
requirements for new subdivisions, including local street rights-of-way and curb-to-curb widths,
sanitary sewer and storm drainage lines, and easements. These requirements do not restrict
market rate housing development. While there are no special provisions or exceptions in the
Subdivision Ordinance for affordable units, the City Council has the discretion to consider such
exceptions. The City allows narrower streets within new subdivisions if these streets are
privately owned and maintained, and if safety and emergency access concerns are adequately
addressed.

10) Design Review

The City of Milpitas requires design review for projects within the “S” overlay zoning district
only. These districts generally apply in commercial, industrial, and multifamily residential areas,
and on the hillsides. Since most single family homes are outside the S district, alterations to
individual homes (such as remodels and additions) are not usually subject to design review. New
multifamily projects are typically evaluated through a site plan review process, which includes
an evaluation of design attributes by the Planning Commission. The City does not have a
separate design review process.

The City has not adopted citywide residential design guidelines, but has adopted guidelines for
the Midtown and Transit Specific Plan Areas.** These Guidelines cover site planning and
building design, including massing, windows, materials, color, roof design, landscaping, signage,
and lighting. In addition, there are specific guidelines by building type, covering mixed-use and
multifamily residential. These Guidelines do not pose a constraint, and are intended to
ameliorate concerns that could arise when very high density residential projects are proposed in a
city, such as Milpitas, that had primarily consisted of single family homes.

Subsurface parking is required in higher density housing and can extend no more than five feet
above grade. While the cost of subsurface garages is high, the high densities allowed (up to 75
units per acre), can support the higher development costs of subsurface parking.

It has been the City’s experience that these Guidelines do not add to development costs or result
in a negative impact on approval certainty, since developers have found that the Guidelines are
straightforward and helpful.

2 The Appendix to the Transit Area Specific Plan provides detailed design guideline information for new residential
construction in both Specific Plan Areas.
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11) Permit Processing

Permit processing time is not a development constraint in Milpitas. Small to medium-sized
projects (less than 50 units) consistent with the General Plan and Zoning Ordinance typically
receive final zoning and tentative map approval within three months after a complete application
is submitted. Projects requiring an environmental impact report, a General Plan Amendment, or
a major rezoning may require longer processing times.

New subdivisions and multifamily construction are subject to environmental review, under the
California Environmental Quality Act. One of the advantages of the two Specific Plan
Environmental Impact Reports (EIRS) is that future projects are expected to rely heavily on those
documents rather than preparing entirely new EIRs to assess broad-based and cumulative
impacts (such as geologic hazards and air quality). Additional environmental review may still be
required, but only if the project has the potential for impacts not already considered.

Once zoning approval is obtained, building permit processing times are relatively short. The
City is in compliance with the Permit Streamlining Act and typically issues building permits
within six to eight weeks after complete applications are received. To expedite the process, an
applicant may request an outside Plan Checker from the City’s approved list. Longer times,
ranging from six to nine weeks, are possible for multifamily developments. Pre-development
conferences and meetings with staff are encouraged before applications are submitted. In this
way, concerns can be addressed early and subsequent delays can be avoided.

The Zoning Code stipulates the residential types permitted, conditionally permitted, or prohibited
in each zone allowing residential uses. Permitted Uses are those uses allowed without
discretionary review, as long as the project complies with all development standards.

Conditional use permits (CUP) are approved by the Planning Commission unless appealed to the
City Council. Typical findings of a CUP include that the project is consistent with the General
Plan, the use is compatible with surrounding uses, and would not be a detriment to basic public
health, safety, and general welfare. Table V.6 describes the housing types by permitted, not
permitted, and conditional uses.®

*% Since mixed-use zones only allow multifamily housing, most of the mixed use cells in TableV.6 are not
applicable.
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Table V.6: Housing Types Permitted by Zoning District

Use Residential Zones Mixed Use Zones
R1 R2 R3 R4 R5 MXD MXD2/ IMXD2/ MXD3
ground |upper

Condominiums and SFR: C

, NP Duplex: C C C C C C C
Condo Conversions C
Duplex (Two NP P NP | NP NP | NA | NA | NA | NA
dwellings)
Group Dwelling NP NP NP C C NA NA NA NA
Guest House C NP NP NP NP NA NA NA NA
Mobile Homes P NP NP NP NP NA NA NA NA
Multifamily Dwel!lngs NP NP p p p p NP p p
(Three or more units)
Planned Unit P P P P P P P P P
Development

. . SFR: P

Second Residential P |Duwlex| NP | NP | NP | NA | NA | NA | NA
Dwelling Units NP
single Family p p N | NP | NP NA|l NA | NA | NA
Dwelling
C - Conditional Use Permit
P — Permitted

NP — Not permitted
NA — Not Applicable
Source: City of Milpitas

Permit Processing Time

The time required to process a project varies greatly from one project to another and is directly
related to the size and complexity of the proposal, the location (if located within the Site and
Architectural or Hillside Overlay Districts) and the number of actions or approvals needed to
complete the process. Typically, projects only requiring Planning Commission Subcommittee
review take four to six weeks to process. Projects only requiring Planning Commission review
take eight to 12 weeks to process, while projects requiring City Council consideration take 14 —
16 weeks to process. Table V.7 identifies the typical processing time most common in the
entitlement process. It should be noted that each project does not necessarily have to complete
each step in the process (i.e., small scale projects consistent with General Plan and zoning
designations do not generally require Environmental Impact Reports (EIRs), General Plan
Amendments, Rezones, or Variances). Also, certain review and approval procedures may run
concurrently. For example, a ministerial review for a single-family home would be processed
concurrently with the design review. Since the majority of EIRs are prepared in response to a
General Plan Amendment request they are often processed simultaneously. The City also
encourages the joint processing of related applications for a single project. As an example, a
rezone petition may be reviewed in conjunction with the required site plan, a tentative tract map,
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and any necessary variances. Such procedures save time, money, and effort for both the public
and private sector and could decrease the costs for the developer by as much as 30 percent.

Table V.7: Timelines for Permit Procedures

Type of Approval or Permit

Typical Processing

Approval Body

Site Plan Review (Building

Permit) 1 - 6 weeks City Staff

Minor Site Development Permit 4 — 6 weeks Planning Commission Subcommittee
Site Development Permit 8 — 12 weeks Planning Commission

Conditional Use Permit 8 -12 weeks Planning Commission

Variance 8 - 12 weeks Planning Commission

Zone Change 12 - 24 weeks City Council

General Plan Amendment 12 - 24 weeks City Council

Final Subdivision Map 6 weeks Community Development Director
Tract Subdivision Maps 14 -16 weeks City Council

Parcel Subdivision Maps 8 -12 weeks Planning Commission

Negative Declaration 4 - 6 weeks @ Planning Commission

Environmental Impact Report

4 - 6 months @

Planning Commission or City Council
@

(1) After project is deemed complete.
(2) Depending on entitlement.
Source: City of Milpitas

Projects proposed outside of the City’s Site and Architectural and Hillside Overlay Districts that
are consistent with the General Plan and zoning require only a building permit. Typical review
and approval takes four to eight weeks.

For projects proposed within the City’s Site and Architectural and Hillside Overlay Districts,
then one or more planning entitlements are required. The City works closely with developers to
expedite approval procedures so as not to put any unnecessary timing constraints on
development. For a typical project, an initial pre-consultation meeting with the Planning
Division, Public Works Department, and the Fire Department is arranged to discuss the
development proposal. Then a tentative parcel map application or a description of the project
must be filed with a site plan. These documents are first reviewed by the Planning Department
and other departments, such as Public Works, for consistency with city ordinances and General
Plan guidelines. Concurrently, the elevations are reviewed by staff for recommendations or for
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approval. The plan is then approved at the staff level. Depending on the complexity of the
project, a single family project (one to four units) could be approved in eight to 12 weeks from
the date of plan submission. After the project is approved, the various affected departments
perform plan checks and issue appropriate permits, including building permits. Larger projects
requiring tentative maps require review by the City Council. The typical time for processing is
14 to 16 weeks. All of these projects require public hearings. Planning Commission meetings
are held twice a month and the City Council meets twice each month.

Throughout construction, the Building Department will perform building checks to monitor the
progress of the project. This process does not seem to put an undue time constraint on most
developments because of the close working relationship among city staff, developers, and the
decision-making bodies. Table V.8 outlines typical approval requirements for a single-family
infill project, a two to four unit subdivision, and a five or more unit multifamily project.

Table V.8: Typical Processing Procedures by Project Type within Site and Architectural
Overlay Districts

Single Family Unit

Two to Four Unit
Subdivision

Five or More Unit
Subdivision

Entitlements and
Permits

Site Development
Permit

Tentative Parcel Map
Site Development
Permit
Environmental

Tentative Tract Map
Site Development
Permit
Environmental

Processina Time

Review Review
Final Map Final Map
Plan Check Plan Check Plan Check
Estimated Total 14 - 20 Weeks 6 Months 8 - 12 Months

Source: City of Milpitas

12) Development Fees

The City of Milpitas charges residential developers several different types of fees for services
performed by City staff, including staff review of building plans and inspection of construction
in progress. In addition, developers pay for sewer and water hook-ups, storm drainage
connections, impact fees for schools, parks and traffic, and additional fees for fire and sewer
facilities. Finally, developers of larger projects may incur costs in complying with the City’s
Affordable Housing Policy, either by building the required affordable units, or by providing land
or capital to affordable housing developers.

Table V.9 shows total fees for two residential prototypes in Milpitas.
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e The first prototype presented in Table V.9 is a single home that is a three-bedroom, two-
story house. This prototype consists of 2,000 SF of interior space a 400 SF garage. Itis
sited on a 5,000 SF lot. The house is located outside the Hillside Combining District and
the two Specific Plan Areas.

e The second prototype is a multifamily development that is wood-frame construction
consisting of 150 units on 4.5 acres (density is 34 units per acre). Each unit has two
bedrooms and is 1,200 SF in size with 200 SF of parking space per unit. Again, this
development is outside the two Specific Plan Areas. For this prototype, there are two
variations. One assumes that the development is located outside the Transit Specific Plan
Area, and the second assumes that the development is located inside the Transit Specific
Plan Area.

According to the estimates presented in Table V.9, a single family home could pay $42,700 in
development fees, and a multifamily unit (outside the Transit Specific Plan Area) would pay less,
at approximately $28,600 in fees.** Both figures are under-estimates of actual fees, since they
do not include the City’s traffic impact fee which varies by location and is difficult to model.

* Overall development fees, including impact, planning, and connection fees represent approximately six
percent of total development costs for single family units and ten percent of total development costs for
multifamily units.
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Table V.9: City of Milpitas Residential Development Fees

Outside Transit Area Within Transit Area

Fees per Unit Fees per Unit
Fee Type Single Family ) | Multifamily @ Multifamily @
Sewer Connection $1,908 $1,406 $1,406
Water Connection $1,910 $1,164 $1,164
Water Meter $134 $4 $4
Storm Drainage Connection Fee $1,100 $503 $503
Treatment Plant Fee $880 $690 $0
Fire Fees $858 $181 $181
School Impact $5,940 $3,564 $3,564
Park In-Lieu Fee $22,370 $18,427 $0
Total Building Department Fees © $7,315 $2,463 $2,463
Approvals Process Review © $286 $214 $214
Transit Area Impact Fee $0 $0 $20,000
Total® $42,701 $28,616 $29,499

(1) Single family fees based on a three-bedroom, two-story, 2,000 SF home with a 400 SF garage, situated on a
5,000 SF lot. The combined development value of the home (@$138/SF) and garage (@$35/SF) is $145/SF.
(2) Multifamily fees based on a wood-construction building with 150 units on 4.5 acres (34 units per acre) with 200
SF of parking per unit. Each unit is 1,200 SF in size. The combined development value of the unit (@$109/SF)
and garage (@$123/SF) is $129.50/SF.
(3) Includes building permit and plan check fees. Assumes there are no additional fees for a grading permit,
Zoning or General Plan changes.
(4) Includes review by Planning, Engineering, Building Inspection and Fire Departments. Estimates are based on
total staff review costs for a recent project.
(5) The City of Milpitas assesses traffic impact fees that vary greatly by street location. Since there is no uniform
way to calculate these fees, they are not included in this table.

Sources: City of Milpitas Department Staff and VVernazza Wolfe Associates, Inc.

In addition to development fees, the City charges planning fees based on services as needed. (See
Table V.10.) The majority of these fees would apply to subdivisions or multifamily housing, but
a few, such as a conditional use permit or a variance could also apply to single family housing.
The City does not consider these fees to be a burden. Instead, they are necessary charges to
cover staff time that is required by proposed developments. Alterations to existing housing are
also levied some fees. These are triggered by changes that exceed 200 SF.
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Table V.10: City of Milpitas Residential Planning Fees

Fee Category Amount
Variance $375 (SF)

$3,000 initial deposit (MF)
Conditional Use Permit $375 (SF)

$3,000 initial deposit (MF)
General Plan Amendment $20,000 initial deposit
Zone Change $5,000 initial deposit
Site Development Permit Minor ($750 initial deposit)

New Buildings ($20,000 initial deposit)
Planned Unit Development $20,000 initial deposit
Specific Plan $20,000 initial deposit
Development Agreement $20,000 initial deposit
Tentative Tract Map $10,000 initial deposit
Final Parcel Map $5,000 initial deposit

Source: City of Milpitas Planning Division Fee Schedule (Effective January 30, 2010)

It is important to consider whether these fees are reasonable or whether the fees are too high and
could constrain development. In reviewing the fees, the single largest fee is for parks. An
important part of the fee calculation is land value which is reappraised biannually. The method
of calculating this fee has remained essentially the same since the 2002 Housing Element;
however, since land costs have risen in Milpitas, so have park fees.

Overall, fees in the City are not unreasonable for the Silicon Valley Area. As a point of
comparison, Milpitas’ fees can be compared with the average of fees charged in eight South Bay
Cities (seven in Santa Clara County and one in Monterey County). According to the 2006-07
Survey of South Bay Area Cost of Development, average fees for a single family unit for the
eight cities surveyed was $38,936 for a single family unit (compared with $42,701 in Milpitas)
and $24,072 for a multifamily unit (compared with $28,616 in Milpitas). While the average fees
reported in this survey are slightly lower than fees charged in Milpitas, they also cover an earlier
time period (2006-07). Finally, given that the City experienced major residential growth between
the last housing element and the housing market slowdown starting in 2007, the fees do not
appear to be constraining development.

13) State of California Article 34

Article 34 of the State Constitution requires voter approval for specified “low rent” housing
projects that involve certain types of public agency participation. Generally, a project is subject
to Article 34 if more than 49 percent of its units will be rented to low-income persons, and if the
City is the developer. If a project is subject to Article 34, it will require an approval from the
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local electorate. This can pose a constraint to the production of affordable housing, since the
process to seek ballot approval for affordable housing projects can be costly and time
consuming, with no guarantee of success.

The provisions of Article 34 allow local jurisdictions to seek voter approval for “general
authority” to develop low-income housing without identifying specific projects or sites. If the
electorate approves general parameters for certain types of affordable housing development, the
local jurisdiction will be able to move more quickly in response to housing opportunities that fall
within those parameters.

The City of Milpitas has not held an Article 34 election, since it does not directly build
affordable housing. Instead, the City provides loans and grants to affordable housing developers
and therefore does not trigger Article 34. So far, a lack of Article 34 authorization has not been a
barrier in the production of affordable housing.

14) Infrastructure and Public Facility Constraints

Most housing sites in Milpitas are in developed areas that are fully served by infrastructure. The
conversion of older industrial and heavy commercial sites in the Specific Plan Areas to
residential and mixed land uses require that additional infrastructure investment be undertaken.
Furthermore, because many of the sites identified in Chapter 1V are located in the Specific Plan
Areas, it is very important to understand whether inadequacy of infrastructure could serve as a
constraint to development during the Housing Element Update period.

Adequacy of infrastructure to accommodate development in the Midtown Specific Plan Area was
discussed in the 2002 Housing Element Update. The 2009 Housing Element Update focuses on
the Transit Area Specific Plan Area, since it was adopted since the last Housing Element period.
The Transit area provides opportunities for high density residential development with good
freeway and transportation access.* In addition, since the area is undergoing land use
conversion from industrial and heavy commercial to residential and mixed uses, some of the
parcels in the Transit Area are large in size, which facilitates multifamily development.

This subsection discusses the need for infrastructure and public facilities that has been identified
in the Transit Area Specific Plan EIR, as well as some information about infrastructure
constraints elsewhere in the City.

* This area enjoys close access to two freeways, two light rail stations, and a future BART station.
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Roads

Even in the absence of new development in the Transit Area, traffic congestion is already a
problem in Milpitas during peak hours. The Environmental Impact Report for the Transit Area
Specific Plan discusses impacts of planned growth in the area on the roads and highways in
Milpitas. The Executive Summary of the EIR concludes that there will be significant,
unavoidable environmental impacts on the transportation system. These include the following:

e Freeway speeds and delays on 1-680, 1-880, and SR-237 segments will be below the
Congestion Management Program LOS Standards.

e There will be substandard roadway segment operation during peak hours along
numerous roads.

e Growth in the Transit Area will contribute to substandard intersection operations during
peak hours along 15 key intersections. However, impacts at two intersections are more
easily mitigated than are impacts at other affected intersections.

In the detailed listing of impacts, 13 intersections are identified that could operate at
unacceptable levels of service when the area is built out. These intersections are divided into
two groups. The first group consists of roads that are not programmed for improvements and
includes the following intersections:

Tasman/Alder Drive

McCarthy Boulevard/Alder Drive

Tasman Drive/N. First St.

Montague Expressway/Milpitas Boulevard
Montague Expressway/First Street

ISANE A

The second group consists of intersections that can be improved once funds are generated
through a traffic fee.

Tasman Drive/I-880 SB Ramps

Great Mall Parkway/I1-880 NB Ramps

Montague Expressway/McCarthy Boulevard-O’Toole Avenue
N. Capitol Avenue/Trade Zone Boulevard-Cropley Avenue
Great Mall Parkway-E. Capitol Avenue/Montague Expressway
Montague Expressway/Zanker Road

Montague Expressway/S. Main Street-Oakland Road
Montague Expressway/McCandless Drive-Trade Zone

O N Ok wd PR
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Between the time there is new development in the Transit Area and the point at which sufficient
funds accumulate to pay for transportation improvements, the affected roads will be operating
below an acceptable level of service.

One of the principal motives in adopting a transit area is to encourage the use of transit. Thus, it
is anticipated that the light rail system and proposed BART extension should also help manage
future congestion, as will the improvement of bicycle and pedestrian facilities planned for the

46
area.

Water

An updated Urban Water Management Plan was adopted by the City of Milpitas in December
2005. As described by this Plan, the City of Milpitas receives potable water from the San
Francisco Public Utilities Commission (SFPUC) and the Santa Clara Valley Water District
(SCVWD) and distributes this water to two separate areas of the City. In addition, the City
receives recycled water from the San Jose/Santa Clara Water Pollution Control Plant (WPCP),
South Bay Water Recycling Program. During normal rainfall periods, the City has sufficient
water supply to meet water demands through 2030. However, the City could be impacted by
drought shortages. During drought periods, the two water wholesalers may not have sufficient
supplies to meet demand. When this situation occurs, it may be necessary

to reduce water deliveries through drought rationing options, such as calls for voluntary

water conservation or mandatory reductions.

As described by the Milpitas Transit Area Infrastructure Financing Technical Report, the Transit
Area is located primarily within the SCVWD’s service zones. The increase in water demand
associated with redevelopment in this area can be met through supplies available from the
SCVWD. The Transit Area Development Impact Fee will fund construction of the additional
main lines needed to connect the development portions of the Transit Area to the City’s water
system. The fee will also cover costs to connect the expansion of the City’s recycled water
system to new development. (Recycled water is used for irrigation and may be used for
industrial processes).

% In November 2008, voters in Santa Clara County passed an increase in the County sales tax to pay for the BART
extension through Milpitas. While it is necessary to secure additional state and federal funding, the proposed BART
Station in the Transit Area is becoming more of a reality. At this time, the planned Milpitas BART Station will be a
below-grade station near Montague Expressway and Capitol Avenue, south of the Great Mall.
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In addition, new development will be required to install water saving devices required by
the Uniform Plumbing Cod as adopted by the City of Milpitas. These devices reduce water
consumption and consequently reduce wastewater.

Wastewater

Wastewater from Milpitas is directed to the WPCP for treatment. Improvements needed within
the Transit Area to existing sewer mains are identified in the 2004 Sewer Master Plan Revisions
and Draft 2007 Sewer Master Plan Update. The Transit Area Development Impact Fee will
provide funds to construct the improvements necessary to transport wastewater from developing
portions of the Transit Area to the City’s sewage treatment trunk lines connecting the City to the
treatment plant.

The additional capacity required to accommodate cumulative growth in the city along with the
Transit Area growth can be accommodated by the City’s contracted capacity at the WPCP. The
City has contractual rights to 14.25 mgd. Thus, the City could need to acquire an

additional 0.75 mgd of capacity at the WPCP if needed. The City will monitor the increase in
demand generated by growth throughout the City, including the net increase attributable to the
Transit Area, to determine when additional capacity will be needed.

Storm Drainage

The Transit Specific Plan Area is located within the lower floodplain areas of local watersheds.
Thus, it is subject to flood hazards. In fact, there are three zones that are categorized by FEMA
as 100-year floodplains. Because of this situation, area-wide planning is required and special
construction methods must be applied to development within much of the Transit Area. The
2001 Storm Drainage Master Plan identified improvements for the Transit Area. These include
construction of a culvert and constructing additional drainage pipes.

In addition to area-wide improvements, storm drainage studies for new development projects are
performed on a case-by-case basis, with mitigation measures determined for each project. These
measures may include on-site improvements, such as raising development sites with fill or
adding storm water retention pond, and off-site improvements, such as the widening of channels
or culverts downstream. The improvements are typically financed by the developer as a
condition of approval.
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Most of the large residential projects built during the last few years, including affordable
projects, have been subject to storm drainage improvement requirements. While the storm
drainage improvements add to development costs, they have not been a constraint to
development as evidenced by the recent construction of housing projects in the floodplain.

Solid Waste

The City of Milpitas sends all of its recycling and garbage for processing at the Allied Waste
Services (Allied) Recyclery and disposal at the Newby Island Sanitary Landfill (NISL)
respectively. The City's collection and disposal contracts with Allied (and affiliate companies)
end September 5, 2017. Recent studies estimate that the NISL may remain open until
approximately 2025. However, this is dependant upon the facility obtaining an extension of its
State permit.

The City offers residential and commercial recycling programs and maintains outreach programs
promoting source reduction and waste prevention. However, residential and commercial
development in the Transit Area will increase recycling and garbage generation. The Transit
Area EIR states that development in the Transit Area will not cause an appreciable change in the
filling rate of the NISL. Based on the City's waste characterization study of 2002, this is
primarily due to effective diversion rates (recycling program participation).

15) Environmental Constraints

Housing production in Milpitas is constrained by steep hillsides on the east, wetlands on the
west, and City boundaries on the north and south. Because of these physical limitations, future
housing development will largely occur through infill and redevelopment. Although
development on the hillsides is theoretically possible, the area has serious seismic and landslide
constraints. Hillside homes would be expensive to construct and could have significant
environmental impacts. Residents would be subject to ongoing geologic and wildfire risks.

The entire City is located in a seismically active area. The closest fault to the Transit area is the
Hayward Fault Zone, located two miles to the east. On sites throughout the Bay Area, housing
must meet building code standards which reflect the area’s earthquake-related ground shaking
and liquefaction hazards.

As mentioned earlier in this section, flooding is another environmental constraint that could

affect housing production. Some of the housing sites in the Transit area are located within the
100-year floodplain. Although flood depths would be very shallow, a combination of on-site and
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off-site improvements may still be required before building in areas that could experience
flooding.

Although such environmental constraints could ultimately impact the cost of new housing, they
are relatively common in the Bay Area. Natural hazards are a fact of life in Coastal California,
and there are few steps the City can take to reduce their impact on housing costs without
endangering public safety.

C. Assessment of Potential Barriers

The City of Milpitas has demonstrated its support of higher density housing, particularly near
transit. It has created two specific plans, rezoned many sites in the specific plan areas to higher
densities and created a TOD Overlay District that further augments allowable residential
densities. Other Zoning Ordinance changes have resulted in reduced setbacks, reduced parking
requirements, and higher height limits. During the residential development boom period in the
early part of this decade, builders responded to these changes by proposing and building many
market housing units, as well as required affordable units. At this time, the Zoning Ordinance,
other development standards, and the permitting process do not constitute barriers to
development in Milpitas.

The City continues to enforce its Urban Growth Boundary (UGB) that was approved by voters in
1998. While the UGB does restrict development on the City’s hillsides, it also protects the
hillsides, reduces the possibility for landslides and wildfires that accompany development, and
avoids the need for costly infrastructure extension. Most importantly, sites in the hillside areas
would serve the luxury housing market only. Since the City has identified an excess number of
sites to meet its RHNA allocations without development of the hillsides, the City has concluded
that the UGB is not a barrier to housing development.

Development fees have increased in Milpitas since the prior housing element, but this trend has
not constrained development. In markets with high demand, these fees can be added to the cost
of a new unit and not constrain development. Under weaker market conditions, there is an
imbalance between development costs and likely revenues. However, this imbalance is not
caused by the imposition of fees alone, but by sales prices that are too low to support new
development costs. Finally, the City will provide developer impact fee assistance for affordable
housing units in mixed income developments built in the redevelopment project area by
transferring housing set-aside funds to the General Fund to cover these fees.
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Finally, a recent EIR prepared for the Transit Area Specific Plan identified several problems on
local freeways and key intersections, some of which could operate at unacceptable levels of
service, once the Transit Specific Plan Area is built out. The City has adopted a Transit Area
Impact Fee that will be used to improve levels of service at some of the intersections. However,
freeway congestion is a regional issue, and therefore requires a regional solution. In the long
run, it is hoped that more development located near transit will reduce some of the auto trips
associated with new development in the Transit Area.

D. Housing for Persons with Disabilities

Many persons with physical disabilities do not require special housing. However, a small
proportion of the City’s disabled population requires housing that is specially adapted to
accommaodate their disabilities. Housing units that meet the special needs of persons with
disabilities can be supplied in two ways. First, it is possible to adapt the regular housing stock to
accommodate special needs. Secondly, it is possible to build special housing units that are
accessible and are located near supportive services. In addition, on-site services may be
provided in special needs housing.

The City ensures that new housing developments comply with California building standards
(Title 24 of the California Building Code) which are even more rigorous than the ADA in its
accessibility requirements. The City provides applicants with a check list to assist them in
developing Title 24/ADA compliant plans before they are submitted. Building Department staff
is well versed in accessibility requirements. Also, the City requires ADA-compliant parking,
accessible entries, accessible paths of travel through areas being altered, and handicap-accessible
restrooms, drinking fountains and public phones.

Pursuant to State law, Milpitas does not require discretionary review of small group homes for
persons with disabilities (six or fewer residents). The City allows small group homes in all
residential zones, and allows large group residential facilities in the R3 and R4 zones. There are
no zoning, design review, or building code provisions that conflict with the goal of providing a
barrier-free environment. The City does not impose additional zoning, building code, or
permitting procedures other than those allowed by State law. There are no City initiated
constraints on housing for persons with disabilities caused or controlled by the City. For
example, the City’s definition of “family” includes unrelated persons who function together as a
single household unit. Also, there are no spacing requirements for group homes.

The City also allows and encourages residential retrofitting to increase the suitability of homes

for persons with disabilities in compliance with accessibility requirements. Such retrofitting is
permitted under Chapter 11, 1998 version of the California Code. Further, the City works with
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applicants who need special accommodations in their homes to ensure that application of
building code requirements does not create a constraint. Also, the City provides funding for
retrofits.

Finally, the Milpitas Zoning Ordinance [Section 10-54.08(B)(9)] allows for an exception for
ADA structures (ramps and associated railings) in any front, side or rear