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1. REPORT SUMMARY AND FINDINGS

Plan Bay Area Background

In 2013, the Metropolitan Transportation Commission
(MTC) and the Association of Bay Area Governments
(ABAG) adopted Plan Bay Area, the first integrated
long-range transportation and land-use/housing plan
for the San Francisco Bay Area that addresses the
challenge of accommodating projected growth. The
Plan integrates transportation and land use to better
align jobs and housing with the region’s transportation
network and to reduce greenhouse gas emissions.
The Plan distributes growth to areas with greater
accessibility to transit, job centers, shopping, schools,
recreation, and other amenities, while planning for
environments that better support walking and biking.

Plan Bay Area projects that the San Francisco Bay
Area will grow by over 2 million people, 1 million jobs,
and 660,000 housing units between 2010 and 2040.
Much of this growth is anticipated to be located in
Priority Development Areas (PDAs), or desighated
areas identified by local jurisdictions to be appropriate
for residential and commercial development.
Approximately 80 percent of the anticipated housing
growth for Plan Bay Area is allocated to PDAs.

As MTC and ABAG prepare to update the initial Plan
Bay Area, this report is intended to provide a deeper
understanding and independent assessment of the
readiness and feasibility of PDAs to accommodate the
number of housing units envisioned by Plan Bay Area.
By understanding the challenges to development
across a diverse range of PDAs with varying

Figure 1 PDAs Links to State Law

AB 32

Reduce CA GHGs
to 1990 levels by
2020

SB 375

Sets regional
targets for GHG
reductions

SCS

SB 375 requires
regional Sustainble
Communities
Strategies

Plan Bay Area
Bay Area SCS,
IDs PDAs

PDAs

80% of region's
housing growth
through 2040

- . . : State statutes | Regional plans
conditions, regional efforts for funding, policy, and

advocacy can be focused in areas that need it most. Plan Bay Area also outlined strategies and
initial legislative changes needed to support the proposed pattern of growth. This current study
similarly identifies steps that may be productive in realizing the objectives of Plan Bay Area.

PDA Readiness Assessment Methodology

In 2014, MTC commissioned the urban economics consulting firm Economic & Planning Systems
(EPS) and its sub consultant Community Design + Architecture (CD+A) to conduct an
assessment of the PDAs’ “readiness” to accommodate the housing growth forecasts included in
Plan Bay Area. Building upon the initial development readiness assessment conducted by EPS

Economic & Planning Systems, Inc. 1
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and CD+A in 2012/2013 of 20 representative PDAs (prior to adoption of Plan Bay Area), this PDA
Assessment Update provides in-depth analysis on a sample of 65 representative PDAs (see
Figure 2). The analysis incorporates information gleaned from discussions with local jurisdiction
staff, examination of existing local plans and policies, market and demographic data, and
interviews with developers working in the sample PDAs. In addition, a Technical Advisory
Committee was assembled, consisting of representatives from the Building Industry Association,
regionally active housing developers, cities, and congestion management agencies to review
interim findings and make suggestions for methodological approaches and key considerations
and recommendations based on their experiences.

Figure 2 Map of 65 PDAs Selected for Assessment Update
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The first step of the process was to select a sample of PDAs to evaluate. While the 2012-2013
assessment focused on a sample of 20 PDAs, this update includes 65 PDAs - including the 20
PDAs included in the earlier study - that jointly are allocated more than half of all units forecast
for the region and roughly 2/3 of all units allocated to PDAs in Plan Bay Area. The sample
includes PDAs in all nine Bay Area counties and in nearly 40 cities, including each of the 16 cities
projected to receive the most units under Plan Bay Area. The sample also includes examples
from all PDA categories, ranging from “Regional Centers” like Downtown San Jose to less dense
“Transit Neighborhoods.” As such, the sample is expected to reasonably represent the conditions
and expectations in the totality of the Plan Bay Area PDAs, and the readiness assessment results
may be extrapolated to the Plan overall.

The PDA Assessment Update estimates the ability of the PDAs in the sample to accommodate
new development consistent with Plan Bay Area housing forecasts. The report estimates the
number of housing units that can be produced assuming a “baseline” of current conditions, and
the increase in the number of units that could be produced under “amended” conditions if certain
key barriers to development can be addressed by policy or financial interventions over the 30-
year time horizon of Plan Bay Area. For each PDA, EPS and CD+A have evaluated the capacity
for housing development based on opportunity sites and local zoning standards, and then
evaluated the likelihood of achieving that full potential capacity based on a variety of factors. If
circumstances in the PDAs existed that were judged to reduce the possibility of achieving the
housing allocation in Plan Bay Area, EPS reduced the number of units projected to be achievable
according to our judgment of the severity and permanence of those identified constraints. Five
broad criteria were used to make this assessment:

Readiness Criteria

1) Physical Capacity. Housing capacity estimate, based on current zoning and developable land.

2) Planning/ZEntitlement. Status and characteristics of existing planning documents and the entitlement
process.

3) Community Support. Level of local support for new housing as demonstrated by elected official approval of
PDA-supportive projects and policies, as well as history of successful neighborhood opposition.

4) Market and Feasibility. The pace and character of past and approved housing development, as well as
market pricing sufficient to support development types required to meet housing allocation.

5) Infrastructure Needs. Infrastructure capacity, unfunded needs and financing capability.

Summary of Findings and Recommendations

Table 1 provides a summary of the EPS PDA Assessment Update results, indicating the Plan Bay
Area housing forecast for each PDA in the sample, and the percentage of forecast housing units
likely to be accommodated under current “baseline” conditions and under “amended” conditions
if recommended policy actions are taken. While EPS did not evaluate every PDA in Plan Bay
Area, the below sample represents a majority of the forecast housing growth as well as a full
spectrum of market, physical, and planning conditions across all geographic place types in the
Bay Area. As such, we believe the findings of this analysis can be extrapolated reasonably to
reflect the expectations for the entire set of PDAs in Plan Bay Area.

Economic & Planning Systems, Inc. 3 P:\1410005\141101MTC_PDA\Report\FINAL\141101rpt112315.docx
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Table 1 Summary of PDA Readiness Assessment Results (page 1 of 3)

Amended "Readiness"
Projected New Units
(2010-2040)

Baseline "Readiness”
Projected New Units (2010-

Plan Bay
Area Capacity

PDA Name Baseline Key Constraints Amendment Assumptions

Allocated
Units % of Total

1 Alameda: Naval Air Station 4,010 1,935 1,838 46% Community-driven density limits due to congestion concerns 2,903 2% Increased zoning capacity and external infrastructure funding

American Canyon: Highway 29 o . . o " .
2 - 1,540 1,027 755 49% Modest pricing and infrastructure needs 1,156 75% Increased capacity and infrastructure resources

. i . Infrastructure needs, modest pricing, and limited market for . .

3 Antioch: Hillcrest eBART Station 2,290 2,500 1,000 44% multifamily product 1,375 60% External infrastructure funding or EIFD
4 Antioch: Rivertown Waterfront 1,830 2,204 882 48% Modest pricing and limited market for multifamily product 1,212 66% Parcel assembly tools and external infrastructure funding
5 Benicia: Downtown 930 704 246 26% Modest pricing and limited site capacity 246 26% No amendments proposed
6 Berkeley: Downtown 4,150 3,100 2,480 60% Community opposition and infill parcelization 3,069 74% Successful development opposition lessens
7 222}”“’“91 Burlingame EI Camino 3,260 1,060 954 29% :I"nf]'ﬂ f’;lrecfgzeii‘l’g;n”:nf'"g'e'fam"y adjacency to El Camino 1,007 31%  Parcel assembly tools available
8 Concord: Community Reuse Area/Los 12,202 17,680 8.840 72% Modest}pncmg, Acompreher}\swg |nfrastrl{cture needs, faster 9724 80% S e s aElEeE

Medanos absorption required than historically achieved
9 Concord: Downtown 3,140 10,227 4,001 130% E:f‘;ﬁ'zlg{i(';s”es at podium development types and infil 4,091 130%  No amendments proposed
10 El Cerrito: San Pablo Avenue Corridor 1,020 3,121 1,404 138% Infill parcelization, value of existing uses 1,717 168% :l’ler\]rézﬁlgredevelopment, CIRBUIETE TADYSTSiE, Q) QU
11 Emeryville: Mixed-Use Core 5,470 6,461 4,523 83% Community opposition and infill parcelization 5,492 100% Parcel assembly tools and lessened development opposition
12 g?:t::)e;d: Baiielcaeavillcyaiy 6,050 8,715 5,665 94% Modest pricing and infrastructure needs 6,101 101% Infrastructure resources available
13 Fairfield: West Texas Street Gateway 2,430 1,820 1,433 59% Modest pricing and costs to relocate public uses in PDA 1,624 67% Specific Plan complete and infrastructure resources available
14 Fremont: City Center 2,900 9,842 3,937 136% Infrastructure needs and school capacity 5,905 204% External infrastructure funding or EIFD
15 Fremont: Warm Springs 2,980 4,000 2,800 94% Infrastructure needs and school capacity 3,600 121% Improve infrastructure financing strategy
16 Hayward: Downtown 3,220 5,159 2,580 80% Modest pricing and infill parcelization 3,353 104% Parcel assembly tools and external infrastructure funding
17 Hayward: South Hayward BART 2700 2814 1266 247% _Modez_:,t pricing, parcelizatio_n, and infrastructure requirements 1970 73% Externa_l infrastructure funding and removal of design

' ' ! including replacement parking ' constraint
18 Hercules: Central Hercules 2,440 6,927 2,424 99% Modest pricing, site conditions and access 3,810 156% External infrastructure funding
19 Livermore: East Side 4,270 2,000 2,000 479 ~ Noplanin development, insfitutional (LLNL) dominates a 2,400 56% A specific plan is begun and completed
portion of the PDA leaving limited available parcels
. X . . . Specific Plan complete, Exempt area from Citywide housing

20 lee_r more: 'S’T‘be' (BT 3,470 3,500 2,975 86% Pl .nlot peipiplece(idacpnenandicrelingpanct 3,150 91% allocation process, BART or other transportation assumed to

Station Planning Area conditions 3 N X

be in place along with other improvements

21 Millbrae: Transit Station Area 2,420 1,750 1,400 58% Limited site availability 1,488 61% Parcel assembly tools available.
22 Milpitas: Transit Area 7,080 7,278 6,550 93% Infill parcelization and value of existing uses 7,278 103% PV Esemi iy e el el e IEsIUEie (EEaiees

available

Economic & Planning Systems, Inc.
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Table 1 Summary of PDA Readiness Assessment Results (page 2 of 3)

Amended "Readiness"
Projected New Units
(2010-2040)

Baseline "Readiness”
Projected New Units (2010-

Plan Bay
Area Capacity

PDA Name Baseline Key Constraints Amendment Assumptions

Allocated
Units % of Total

23 Morgan Hill: Downtown 1,420 1,596 1,037 73% Market conditions 1,117 79% Parcel assembly tools available

24 Mountain View: San Antonio 2,760 1,235 1,050 38% Site availability an capacity 1,235 45% Parcel assembly tools available

25 Mountain View: El Camino Real 1,960 2,660 2,128 109% Infill parcelization 2,660 136% Parcel assembly tools available

26 Oakland: Coliseum BART Station 6.850 6,850 2,055 30% Modest_acmevable pricing, infrastructure needs, and great 3768 55% External infrastructure funding
Area uncertainty

27 ggﬁ::zd: Downtown & Jack London 14,290 18,045 8,120 57% Site availability and reliance on Type | construction 10,827 76% Parcel assembly tools and external infrastructure funding

28 Oakland: MacArthur Transit Village 5,090 5,428 2,714 53% Marginal feasibility and infill parcelization 3,257 64% Parcel assembly tools

29 Oakland: Transit erented 10,130 10,130 5,065 50% Inil par_cellzanon and modest pricing does not support higher 6,585 65% Parcel assembly tools and external infrastructure funding
Development Corridors density in many areas

30 Oakland: West Oakland 6,870 5,000 3,000 44% Marginal feasibility and infrastructure upgrades sought 3,500 51% External infrastructure funding

a1 Petgluma: Central, Turning 1,760 3.944 789 5% Infrastructure capacity and funding 2761 157% ExterrTaI infrastructure financing and improved market
Basin/Lower Reach conditions

32 Pittsburg: Downtown 1,830 2,064 929 51% Modest pricing and infill parcelization 1,238 68% Improve infrastructure financing strategy

33 Pms_burg: Railroad Avenue eBART 3530 4591 2296 65% Modest pricing and infill parcelization 2755 78% Parcel a_ssembly tools available and infrastructure financing
Station plan available

34 Pleasanton: Hacienda 3,590 2,266 1,496 42% Lack of plan and community opposition 1,620 45% AT [ I3 /1T ) G e, SEseesi| pasiion

to development lessened

35 Redwood City: Downtown 5,240 5,063 3,544 68% Infill parcelization 4,557 87% Parcel assembly tools and external infrastructure funding

36 Richmond: South Richmond 1,380 4,100 2,050 149% Modest pricing 2,870 208% Improve infrastructure financing strategy

37 \Fji‘l’lggg” Park: Sonoma Mountain 2,010 2,010 2,010 100%  Modest pricing 2,010 100%  No amendments proposed

38 San Bruno: Transit Corridors 3,330 1,610 1,151 35% Limited site availability 1,240 37% Parcel assembly tools available

39 zﬁ::;g?dn/g;ﬂfsiﬁexmfmers Point 10,900 18,826 10,354 95% Less proven market and infrastructure needs 11,296 104% External infrastructure funding

20 San Francisco: Downtown-Van Ness- 27.140 25,423 16,525 61% _Sne availability, infill parcelization and desired transit capacity 24,406 90% Some mgreased zoning capacny, parcel assembly tools, and
Geary increases external infrastructure funding

41 Z:?g:g:ﬁf;g; Eastern 11,420 25,786 12,893 113% Transit capacity increases desired 16,761 147% Parcel assembly tools and external infrastructure funding

42 San Francisco: Market & Octavia 6,210 6,000 6,270 101% Infill parcelization 6,900 111% Some increased zoning capacity and parcel assembly tools

43 San Francisco: Transbay Terminal 4,720 4,541 4,541 96% No major issues noted 4,541 96% None

m San Jose: Berryessa Station 6,110 4,814 4236 69% Existing use, infrastructure needs, and market preference for 5199 85% Upzoning for greater density and external infrastructure

lower density

funding

Economic & Planning Systems, Inc.
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Table 1 Summary of PDA Readiness Assessment Results (page 3 of 3)

Baseline "Readiness” Amended "Readiness"

Plan Bay Capacity | Proiected New Units (2010- Projected New Units
Area pacity (2010-2040)

PDA Name Allocated i Baseline Key Constraints
Units % of Total

Amendment Assumptions

45 San Jose: Downtown “Frame" 10,090 8,500 8,883 88% Site availability and reliance on higher-density construction 9,350 93% Parcel assembly tools

46 San Jose: Greater Downtown 15,160 11,802 9,501 63% Site availability and reliance on Type | construction 10,179 67% Parcel assembly tools

47 ﬁ?gaio\s/ﬁl:agzkridge/AImaden Plaza 7,300 7,300 2,920 40% Viability of existing uses and planning "horizon" constraints 3,650 50% Relaxation of "horizon" phasing constraint
48 San Jose: North San Jose 32,850 32,000 24,000 73% Policy constraint tying housing to employment growth 32,000 97% Removal of housing phasing constraint

49 San Jose: West San Carlos 'and 9,810 4,245 4,075 42% Site availability and policies on phasing 4,839 49% Parcel assembly tools and adjustments to "jobs" requirements
Southwest Expressway Corridors

50 Sa'n Leepilie: DEsniasm TiEns 3,690 3,430 1,981 54% Limited site availability and infill parcelization 2,341 63% Parcel assembly tools available
Oriented Development

51 San Mateo: El Camino Real 1,200 1,936 1,162 97% Infill parcelization and grade separation 1,646 137% Parcel assembly tools and external infrastructure funding
52 San Mateo: Rail Corridor 4,660 5,838 4,670 100% Infrastructure needs for rail grade separation 5,546 119% External infrastructure funding
53 San Rafael: Downtown 1,350 2,848 997 74% Lack of plan and entitlement process 1,282 95% Planning efforts undertaken to rezone area or priority areas
54 San Ramon: North Camino Ramon 1,780 1,500 1,050 59% Market conditions and value of existing uses 1,050 59% No amendments proposed
55 Santa Clara: EI Camino Real Focus 3,560 4146 2,902 82% I_nfl_II parcelization and single-family adjacency to EI Camino 3110 87% Parcel assembly tools available
Area limit taller development
56 Santa Clara: Santa Clara Station 3.410 2,250 1,013 56% Limited sites, existing value of uses, and transit infrastructure 2104 62% Expanded capacity through rezoning
Focus Area needs
57 Santa Rosa: Downtown Station Area 3,900 3,250 1,300 33% Market conditions and infrastructure needs 2,113 54% Improved financing strategy
58 g:iarlitsnRosa: NI SEiER (ResR 1,960 4,310 1,293 66% Market conditions and infrastructure needs 2,155 110% Improved external infrastructure financing strategy
59 Santa Rosa: Roseland 2,920 2,920 1,460 50% Market conditions and infrastructure needs 2,044 70% Parcel assembly tools and improved infrastructure financing

strategies

Site availability, EIR capacity limits, and reliance on higher- Updated EIR, parcel assembly tools, and external

60 South San Francisco: Downtown 3,110 5,600 2,156 69% ; ) 3,388 109% X .
density construction infrastructure funding
61 Sunnyvale: El Camino Real Corridor 4,410 4,410 3,749 85% Infill parcelization 3,969 90% Parcel assembly tools available
62 Sﬁlgzgale: Leviremes SETen e 2,760 4,649 3,022 109% EIR based on sub-optimal density, would require amendment 3,719 135% EIR amended
63 Walnut Creek: West Downtown 2,580 2,500 1,625 63% Infill parcelization and value of existing uses 2,250 87% Parcel assembly tools available
64 gucrricdz’:‘c Salliebol Clue 1,500 1,454 1,018 64% Market conditions and infill parcelization 1,163 73% Parcel assembly tools available
Windsor: Redevelopment Area 1,200 1,538 64% Market conditions and infrastructure needs 1,076 90% Improved infrastructure funding (EIFD) and  parcel assembly

tools available
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Key findings of the PDA Assessment Update are as follows:

1. The 65 PDAs in the sample for this study jointly include the majority of housing
units forecast under Plan Bay Area. The 65 PDAs selected for this survey are allocated
337,632 new units under Plan Bay Area, more than half of all units forecast for the region
and roughly 2/3 of all units allocated to PDAs. The sample includes PDAs in all nine Bay Area
counties and in nearly 40 cities, including each of those 16 cities projected to receive the
most units under Plan Bay Area. The sample also includes all 20 PDAs which were evaluated
in the initial PDA Assessment. As expected given their wide distribution throughout the Bay
Area, the PDAs exhibit a range of market conditions, development opportunities, and
development constraints.

2. The PDAs vary substantially in their capacity to physically accommodate the 2040
housing allocation, but in aggregate appear to have adequate capacity. Substantial
development capacity exists in the

PDAs given current local land use Figure 3 Sample PDAs’ Physical Capacity as
policy as applied to identified % of 2010-2040 Unit Allocation
“opportunity sites” (potential (Baseline Scenario)

development sites), but some 350% -

upzoning or increase in allowable

densities will be required to meet the 300% -
Plan Bay Area growth allocations in
some PDAs. In aggregate, Table 1
and Figure 3 indicate that, under
the current or anticipated land use

policies and site conditions, the 65 150% -
114%
PDAs in the sample currently have

physical capacity to accommodate 100% -
s s b alcated o o "‘HHHHHHHHHHHH

250% -

200% -

0, -
that has been allocated to them in 0%
Plan Bay Area. However, there is 0%
substantial variation among PDAs; in
some cases current capacity greatly
exceeds the Plan Bay Area growth forecast while it falls substantially short in others.

3. Overall “readiness” reflects the number of housing units EPS projects can be
expected to be built in the PDA based on multiple factors. “Readiness” varies
substantially among the PDAs with some expected to add units in excess of the Plan Bay
Area forecast while others may fall well below the forecast because of the existence of a
range of constraints, which will impede full development of the PDAs. Constraints identified
in the PDA assessment are described below in Table 2. Where such conditions exist, EPS
has “discounted” the number of units likely to be built in the PDA to reflect the expected
scale and longevity of the constraint (e.g., Is it temporary? Will it get worse over time?).
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Table 2 Key Constraints on Housing Development in PDAs

Readiness
Criteria

Key Constraints Identified

1) Physical
Capacity

2) Planning/
Entitlement

3) Community
Support

4) Market and
Feasibility

5) Infrastructure
Needs

Some PDAs do not appear to have adequate developable sites or zoning allowances
to reach their 2040 housing allocation.

PDAs with low capacity include highly constrained areas (e.g., corridors with shallow lots or
where existing development is still economically viable), areas where additional planning work
may result in additional capacity via rezoning (e.g., Livermore’s East Side PDA), or mixed-use
environments wherein proposed residential uses must compete with other uses for scarce land
(e.g., Downtown Berkeley).

Some PDAs have policies limiting the pace or requirements for housing development. |

Overall, local planning and zoning policies are consistent with the uses and densities
envisioned in Plan Bay Area, but there are cases where there are policy impediments.
Examples include growth management policies limiting the pace of housing construction, and
locations where proposed housing projects are being required to provide extraordinary
community benefits.

Total unit growth is projected to be limited in several PDAs by successful community
and/or political opposition to development.

Though PDAs have been identified as priority growth areas by the jurisdictions themselves,
opposition to development remains in some areas, particularly in communities where new
development has increased significantly and in places with strong displacement and
gentrification concerns.

In several PDAs, achievable price points do not support the construction costs
required to achieve the densities implied in the housing allocation.

Where housing prices are relatively low or moderate, the type of construction that is feasible
can be constrained. For example, places that allow high-rises may only achieve mid-rise, and
places that allow multi-family may settle for townhomes. In these cases, the PDAs’ unit
production estimates have been reduced.

In some PDAs, the prices and challenges of acquiring developable land is a major
impediment to new housing.

Specifically, EPS found three factors that raise costs in some PDAs:

(1) Existing uses (such as shopping centers) may be worth more to the property owner than
the underlying land is worth for new development.

(2) The recent upzoning of many downtown or transit-areas in cities around the Bay Area have
raised landowners’ expectations with regard to land value and land sale pricing.

(3) High costs of parcel assembly in locations with small and disjointed parcels which must be
combined for a developable site.

In some PDAs, zoning or design requirements increase housing development costs
and/or limit values, thereby affecting production.

Selected examples include high parking ratios, land dedications for new thoroughfares, and
mandatory inclusion of commercial space or affordable housing.

Some PDAs require high-cost infrastructure improvements to accommodate new
housing, but do not have reasonably foreseeable funding sources.

Some PDAs have existing infrastructure (transportation, water/wastewater, schools, etc.) that
can support infill development; however, in many PDAs infrastructure is inadequate and
substantial new investment is needed to improve readiness. In most cases, a concerted effort
to assure adequate infrastructure will be an ongoing local and regional effort.
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4. Under “baseline” conditions, in
aggregate, the sample PDAs appear
“ready” to accommodate 70 percent of
the housing growth allocated to them.
As shown on Table 1 and Figure 4, EPS
estimates that 235,000 of the 337,600 units

Figure 4 Housing Development
Readiness of PDA Sample
(Baseline Scenario)

allocated to the 65-PDA sample in Plan Bay 30%

Area between 2010 and 2040 are likely to be rfequire 70%
built under baseline conditions. This inter= Develop
estimate has been derived by applying EECHEE -ment
discounting factors for constraints to the "Ready"

capacity for development in each sample
PDA. EPS believes these units are likely to
be constructed with minimal and/or easily
foreseeable changes to existing policies or
conditions in the PDAs (i.e., changes already
observable or planned).

5. Specific policy actions have been integrated into an “amended” scenario and are
expected to substantially improve the development readiness of most PDAs. Plan
Bay Area specifies a range of policy actions to be pursued at the local, regional, state and
federal levels aimed at improving development readiness of PDAs. As a part of the PDA
Assessment Update, a general subset of such

policy actions was presented and applied to Figure 5 Housing Development
estimate how such actions might improve Readiness of PDA Sample
development readiness above the baseline (Amended Scenario)

projections. These assumed amendments
include improvements in infrastructure funding,

. 13%
enhanced parcel-assembly tools, relaxation of require
policies limiting housing, increases in inter-

residential zoning (where that increase would vention
be supported by the market), and successful
outreach that results in a lessening of
community opposition. Each of these types of

87%
Develop

-ment
“amendments” has already been observed in "Ready"

certain PDAs or at the regional or State level,

and thus represent realistic rather than
extraordinary changes to “baseline” conditions.
EPS has estimated that these policy actions
can, over time, substantially improve PDA
development readiness, increasing the result from 70 percent of the forecast under the
“baseline” conditions to 87 percent under the "amended” conditions, as shown in Table 1
and Figure 5.

6. Key circumstances have improved since the initial PDA Assessment was completed
in early 2013, including an improved housing market and changes to many local
zoning and land use regulations which are more supportive of development goals
for the PDAs. Since the 2013 Assessment, the core Bay Area real estate markets have
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strengthened significantly, with the San Francisco-San Mateo-Marin area surpassing prices
achieved during the height of the previous housing boom in 2006-2007 (see Figure 6). In
addition, advanced planning (including Specific Plans with programmatic Environmental
Impact Reports) are in place or underway for nearly all of the PDAs reviewed, largely as a
result of MTC funding. Other positive changes include growing public and political support for
affordable housing in some areas concerned about gentrification and displacement; the
availability of new tax increment tools (Enhanced Infrastructure Financing Districts, AB 2 tax
increment financing, etc.) and other potential funding sources (cap-and-trade, new County
bonds, etc.); and more frequent use of the State’s density bonus law, which has become
financially worthwhile in some high-price areas. Perhaps most importantly, long-term market
trends indicate increased interest in multifamily housing types that are often required to
reach projected PDA densities and growth projections.

Figure 6 Bay Area Housing Price Trends
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7. While some key conditions have improved since the last PDA Assessment, some

conditions have worsened and new barriers to development have emerged. In some
attractive markets for new housing, public opposition to new development, density, and/or
displacement of current residents and gentrification has spurred successful opposition
movements, halting or significantly reducing the number of housing units which would
otherwise have been produced based on market demand.1 Some of these same communities
have also increased fees and exactions on new housing in PDAs, increasing the cost of

1 For example, public opposition to proposed developments in Berkeley, Emeryville, and Oakland has

resulted in project delays and application rejection (e.g., for Harrold Way, Public Market, and 12"
Street/Lake Merritt projects, respectively).

Economic & Planning Systems, Inc.
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construction.?2 While demand for affordable housing is increasing, federal funds available for
constructing new affordable units has declined with Community Development Block grants,
HOME funds, and Low Income Housing Tax Credits declining from almost $1 billion in the
early 2000s to about $600 million in 2015.

8. Several barriers to PDAs achieving their full housing allocation have persisted since
the last assessment. Persistent barriers include: infrastructure needs (primarily
transportation and utilities upgrades); existing uses being more valuable than their
underlying land for housing development; small, unassembled parcels; adjacencies to
existing neighborhoods; and PDAs located in areas with unproven markets for dense
development.

9. Comparing the 20 PDAs evaluated in 2013  Figure 7  Units Projected in 20 PDAs,
to the current assessment of those same 20 2013 vs. 2015 Projections
PDAs indicates a 10 to 15 percent increase
in units projected (see Figure 7). Given the
balance of conditions and circumstances affecting Current Amended 105,000
the development readiness of sites within PDAs,
EPS’s updated assessment of the 20 PDAs .
evaluated in 2013 increases the units projected
to be built by 2040 by 10 percent in the base LD LR _ 92,000
scenario and almost 15 percent in the amended
scenario. This improvement can be attributed to
better market conditions since 2012-2013, but

also to the planning efforts that have advanced
in many of the PDAs. ]

Current Baseline 78,000

10.The base and amended case assessments
for PDAs in the three major Bay Area cities
resulted in an achievement of housing
allocation similar to the levels projected in
the overall assessment of the 65 PDAs. Sample PDAs located in Oakland, San Francisco,
and San Jose are projected to accommodate 68 percent of units allocated under the base
scenario and 85 percent of units under the amended scenario. Units in these cities represent
more than 50 percent of all of the allocated units reviewed in this assessment, and 40
percent of all new units allocated under Plan Bay Area.

Previous Baseline

11.Development of non-PDA areas will face many of the same categories of constraints
as identified for the PDA areas. Plan Bay Area anticipates that 20 percent of future
housing growth in the region will occur beyond PDA boundaries, in “"non-PDA” areas that
range from “greenfields” (undeveloped land, often former agriculture uses) to established
neighborhoods. While greenfield development typically does not face constrained parcels,
existing uses, or the high-construction costs associated with multifamily buildings —all
barriers typically of infill development - unit development in greenfield settings do face
challenges, such those described below, in Table 3.

2 For example, Berkeley passed a resolution requiring community benefits of $100-$150 per rentable
square foot for space taller than 70 feet in proposed high-rises in its Downtown.
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Table 3 Key Constraints on Development in Non-PDA Areas

Non-PDA Description

Constraints

1) Policy Capacity for substantial residential development in suburban locations in the Bay Area
Constraints is limited to a few areas given land use and urban growth policies adopted by the

counties and cities of the Bay Area. Suburban growth areas remain in eastern Alameda
County (Livermore Valley), eastern Contra Costa County, southern Santa Clara County,
and the peripheries of Solano County and Sonoma County cities. Even these areas are
subject to significant policy constraints (like large lot sizes, growth management
restrictions, habitat conservation requirements, etc.), though they may face different
challenges than infill areas.

2) Market There will always be a market for suburban and rural single-family housing in the Bay
Constraints Area, including resale of the substantial existing inventory and modest expansion in
response to market demands. However, the recent housing “bust” has shown that
peripheral suburban areas have been quicker to lose their home values and slower to
recover than the interior areas nearer major employment centers and along transit
corridors. EPS expects consumer preferences to increasingly favor urban and/or
transit-accessible areas as population, employment, and related congestion increase.

3) Infrastructure Non-PDAs typically have less existing infrastructure to accommodate new growth, and
and Financing new suburban subdivisions frequently have carried significant costs to install new
Constraints. roadways, utility extensions, parks, schools, etc. These costs, paired with

comparatively low home values in some areas with greater planned “greenfield”
capacity, represent a financing obstacle for new subdivision development.

12.

Other non-PDA areas, such as rural development beyond growth limit lines or infill
development in non-PDA built neighborhoods, are not expected to represent a major supply
of future housing, irrespective of the Plan Bay Area forecasts.

EPS has identified several primary policy priorities that we believe can enhance the
likelihood of achieving growth as forecast in Plan Bay Area. This analysis indicates
that a number of conditions are shared among many PDAs, and EPS believes it is appropriate
to concentrate on such common issues as actions are prioritized. While physical and zoning
capacity is certainly an issue in some PDAs, overall the capacity appears to be adequate.
However, the entitlement process can be very costly and risky, especially in the strongest
market areas, and projects face feasibility challenges due to market conditions, added
“discretionary” project requirements, or inadequate infrastructure. EPS believes the top
priorities for pursuit should include the following3:

Reinstituting key parcel assembly powers and tax-based financing resources -
Under Redevelopment law in effect until 2012, many urban communities in California were
able to take action that directly improved the prospects for infill housing development,
including parcel assembly and tax-increment financing. Allowing local governments to direct
meaningful amounts of local tax increment funding to priority projects, beyond the limited
amount likely to occur under Enhanced Infrastructure Financing Districts in most
jurisdictions, as well as restoring the important ability to assemble sites in physically

3 The policy recommendations provided in this report reflect the views of EPS, and do not necessarily
represent those of MTC or ABAG.
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constrained areas can make substantial contributions to PDA housing growth. Note: Near the
completion of this report, AB 2 was signed into law, restoring some of the powers and
financing capacity under previous Redevelopment law.

Increasing funding for housing-supportive investments in PDAs - In many Bay Area
communities, housing developments are required to pay impact fees, provide community
benefits, or otherwise bear costs for infrastructure and public services that significantly raise
the costs of construction and arguably constrain the amount of new housing produced.
Whether at the local, regional, state, or federal level, generating more financial resources
shared by the broader constituency can help to reduce high costs for new construction, thus
potentially enhancing the feasibility of housing development.

Working to change the anti-growth political environment - Studying and
communicating best practices for project design, regulation, and approval can make a
substantial difference in achieving housing growth, particularly if paired with education
regarding the expected conditions if housing is not accommodated within PDAs.

If successful, these efforts will help to address many of the constraints identified in this
Readiness Assessment, and increase the likelihood of achieving Plan Bay Area housing
growth projections. In EPS’s opinion, success in these three broad areas — and especially in
shifting the political landscape to be more “growth positive” in infill areas — will enable the
Bay Area to achieve greater than the Amended Scenario’s estimated 87 percent of housing
growth as projected in Plan Bay Area.

13.EPS recommends a variety of general policies and specific actions that can be taken
at the local, regional, state, and federal level to remove barriers to intensification in
the PDAs. An overarching theme of these recommendations is a move to a more
“development positive” posture. The growth management, planning, and environmental
review policies of the past generation that focused on limiting new development are in need
of fundamental reform at the local and state levels. Regional funding to identify and promote
“best practices” in addressing common PDA constraints and concerns may be helpful to
inform local policymakers as they grapple with complex land use issues. Of course,
additional and directed state and federal funding for PDA infrastructure and development
projects will also be critical. Table 4 summarizes the recommendations (described fully in
Chapter 4).

Table 4 EPS’s Policy Recommendations for Regional Agencies

Recommendation Description

Regional Actions

1) Planning, Research, and Study best practices for site assembly, post-Redevelopment in PDAs with small
Education and irregular parcels.

Develop a model for inter-jurisdictional sharing of governmental revenues.

Analyze fiscal and economic impact of housing.
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Study and identify layers of review and local processes that delay project
approvals.

Study and publish fees, community benefits, and other charges to housing in
PDAs.

Study alternative approaches to achieving affordable housing beyond inclusionary
and nexus fees (e.g., housing bonds, regional sharing of affordable allocations,
affordability by design, etc.)

Study effective stakeholder engagement.

2) Funding for Projects

Local Actions

1) Continue to refine and
update supportive
regulations

Continue and expand site acquisition funding (revolving loan or other type of
funding).

Target funding to housing production by offsetting transportation-related costs
on- and off-site (e.g., like the Housing Incentive Program).

Continue to invest in infrastructure and require a match for grants. Match may
come from other regional sources (e.g., CMAs discretionary funds) or from local
sources (e.g., EIFDs).

Consider “use-by-right” zoning districts, form-based zoning codes, “incentive-
based zoning”, centralized parking nodes, accessory dwelling unit, and other
types of regulations to support development which achieves densities and
development envisioned for the PDAs.

2) Continue to develop and
update Program EIRs

Complete and update Program EIRs for all PDAs; many cities reviewed have
current programmatic EIRs in place.

3) Create CIPs for PDAs

Create PDA-specific CIPs; many cities have done this.

4) Create Financing Plans for
PDA CIPs

Create PDA-specific Financing Plans; many cities have a list of potential sources
but do not have funding mechanisms such as area-development impact fees,
Enhanced Infrastructure Financing Districts or Community Facilities Districts, in
place.

5) “Boomerang” RDA funds
for PDAs

State Actions

1) Raise funds for SB 375
implementation

Consider reinvesting tax increment from former RDA-project areas back into the
project areas (some of which are PDAs); the City of Oakland and Counties of San
Mateo and Santa Clara have such policies.

Raise and direct new funding sources for infrastructure to prepare PDAs for
development. Examples include bond measures (like Props 1B and 1C), property
transfer taxes/recording fees, increased taxes on motor vehicle fuels, among
others.

2) Reinstitute some RDA
powers & resources

Reinstitute parcel assembly powers to allow cities and counties to purchase land
for economic development/redevelopment; Consider incentivizing EIFDs and
Community Revitalization Investment Authority (just signed into law in 2015,
Assembly Bill-2) through a State matching funds program.

3) Update and modernize
CEQA

Link ongoing CEQA reform efforts to achieving AB-32 and SB-375 objectives by
reducing costs and risks associated with development in PDAs, while maintaining
mitigation of environmental impacts. Reforms might include: eliminating
duplicative review of impacts and tightening CEQA lawsuit processes.
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4) Alleviate “fiscalization of
land use” effects

Federal Actions

1) Increase funds for
affordable housing

The current approach to taxation creates incentives to attract development that
maximizes sales tax revenues, but creates a disconnect between the location of
jobs, housing and transportation. Fiscal reform efforts should support a long-term
adjustment to commercial or residential tax rates to balance the financial
incentives for new development.

Increasing this funding source will expand housing opportunities for more
residents and reduce the cost burden of this important community on new
construction in PDAs.

2) Increase funds for transit
systems

The value of land around many PDAs is dependent on a strong transit network.
Many key networks including BART and MUNI are nearing capacity. Ensuring that
these networks grow in proportion to region-wide growth will be critical to the
successful development of PDAs.

3) Increase funds for other
infrastructure and housing

Funds for OBAG and other MTC-administered programs are supported with
federal funds. Expansion of the resources in these programs will be important in
preparing PDAs with significant clean-up or infrastructure costs which are beyond
those which can be borne by new construction.

4) Support financing reforms
that may facilitate
condominium construction

Reform post-Recession Federal Housing Administration (FHA) rules requiring,
among other things, that 50 percent of all condominium units be sold before a
buyer may qualify for an FHA-backed mortgage.

If the policy and program recommendations are pursued with success at each level, EPS
anticipates that the PDAs can achieve more housing than projected in the “amended” scenario
evaluated under this PDA Assessment Update, as the “amended” projections assume only a
subset of the policy and funding efforts are undertaken. This assessment clearly demonstrates
that PDAs and non-PDAs both face significant challenges to achieving the housing needed in the
Bay Area, and that the status quo must be improved upon if Plan Bay Area’s vision and
objectives are to be realized.
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2. PDA ASSESSMENT UPDATE

Study Purpose

By definition, all the PDAs are or will be served by transit and are planning for intensified growth
patterns. Nonetheless, there is considerable variation among the PDAs regarding their individual
market potential, development constraints, and related development capacity and feasibility
(i.e., readiness for development). This report provides an independent assessment of PDA
development readiness, documenting both opportunities and constraints.

An initial survey of development readiness was conducted by ABAG and MTC in 2010 and a
detailed review of 20 PDAs was conducted for MTC and ABAG by EPS and CD+A in 2012-2013
(the initial PDA Assessment). Following completion of that initial PDA Assessment, ABAG and
MTC adopted Plan Bay Area and its Environmental Impact Report in July 2013.

The adoption of Plan Bay Area was challenged by the Building Industry Association Bay Area v.
Association of Bay Area Governments, et al. (Alameda County Superior Court Case No.
RG13692098). As part of a settlement agreement, ABAG and MTC agreed to update and expand
upon the initial (2013) PDA Assessment in advance of the preparation and adoption of the next
regional plan, slated for completion in 2017. It was further agreed that the methodology used
for the PDA Assessment Update should be consistent with the approach taken in the initial PDA
Assessment. This document and the process of developing it represent that update.

This updated and broader evaluation assesses the feasibility of achieving the growth pattern
reflected in Plan Bay Area and identifies resources required and actions necessary to achieve the
projected development pattern. The assessment of development readiness can guide potential
refinement and implementation of Plan Bay Area by identifying feasibility constraints and
providing generally applicable implementing actions and policies, defining subsequent steps by
ABAG and MTC, and identifying additional actions and resources needed at the federal, state and
local levels to improve PDA development readiness. The resulting implementation program can
help achieve the land use mix and development pattern reflected in Plan Bay Area.

Study Methodology

Development Readiness in the context of this report is defined as the likelihood that a given area
(e.g., a PDA) can achieve a prescribed type and amount of development within a given time.
Development readiness is influenced by a range of physical opportunities and constraints, land
use regulations, market factors, and availability and capacity of physical infrastructure. In order
for the development readiness assessment to be broadly applicable, evaluation criteria and
methods consistent with industry-standard development planning principles were developed.
The steps to produce the PDA Assessment Update are described below.

Sample Selection

The 169 PDAs included in Plan Bay Area are spread among each of the nine Bay Area counties,
and include places as different as Downtown San Francisco and undeveloped land adjacent to the
freeway in Antioch. In sum, roughly 530,000 new housing units through 2040, representing
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about 80 percent of the 660,000 new housing units forecast for the entire Bay Area, have been
allocated in PDAs in Plan Bay Area.

Sixty-five PDAs were selected as a representative sample of the total, jointly including more than
50 percent of all of Plan Bay Area’s allocated housing growth in the region, and 2/3 of all units
allocated to PDAs. The sample includes PDAs in all nine Bay Area counties and in nearly 40
cities, including each of the 16 cities projected to receive the most units under Plan Bay Area.
Each of the 20 PDAs evaluated under the initial 2013 PDA Assessment was included among the
65 PDAs evaluated in this update. Figure 2 in the Executive Summary shows a high-level map
of the PDAs evaluated for this analysis, demonstrating their geographic dispersion throughout
the region.

The sample also reflects the diversity of market and physical conditions present among the
region’s PDAs, and includes representatives of seven different PDA place types identified by
ABAG and MTC (see Figure 8). As such, the sample is expected to reasonably represent the
conditions and expectations in the totality of the Plan Bay Area PDAs, and the readiness
assessment results may be extrapolated to the Plan overall.

Figure 8 All PDAs and Selected PDAs by Place-Type (percent of total)
30% -
25%
20%
15%
10%

5%

0%

H All PDAs ® PDA sample

Local jurisdictions have selected their PDA place type based on characteristics that they envision
for the future, not necessarily based on their current conditions. As a result, even places
categorized similarly may have very different existing conditions. For example, Antioch’s
Hillcrest Station Area and Walnut Creek’s Core are both identified as “"Suburban Centers,” though
the Hillcrest PDA is almost wholly unimproved land while Walnut Creek’s Core has a substantial
existing base of employment, retail, and housing. EPS aimed to reflect this diversity so that the
issues pertinent in a variety of Bay Area settings would be reflected in the sample.
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Review of Physical and Planned Capacity

EPS’s subcontractor Community Design + Architecture (CD+A) reviewed current planning
regulations for each of the PDAs in the sample set, including Specific Plans, General Plans,
Housing Elements, Environmental Impact Reports, zoning documents, etc., to understand the
allowable uses and densities within these PDAs. In some cases, the plans already summarized
the number of housing units that could be accommodated within the subject areas.

Where such plan documents did not already provide assessments of the physical capacity for
growth in the PDAs, CD+A conducted an assessment of “opportunity sites” representing vacant
or underutilized properties in the PDAs. This was done primarily through visual inspection of
aerial photographs and/or onsite assessment of PDAs. Parcels on which development was clearly
well below the allowable density were identified as having potential for development over the
coming decades.

For example, a site on which mixed-use development of 40+ units/acre is allowed, but on which
a small retail building with surface parking currently sits, has been identified as an opportunity
site. Based on this assessment and an aggregation of allowable development densities on the
opportunity sites, CD+A estimated the amount of development for which there is current
physical and planned capacity. EPS used the estimate as a starting point for discussions with
city staff, who either verified the figures specifically, agreed that they were reasonable, or
suggested adjustments based on their more detailed understanding of existing conditions and
opportunities.

Market Assessment

To inform our understanding of local market conditions, EPS gathered basic socio-economic and
real estate data for each PDA and its surrounding jurisdiction, including the following data:

e Median household incomes.

e Percentage of renter households and percentage of attached or multifamily housing units (to
understand the character of local housing).

e Average price per square foot sale prices for for-sale multifamily product and average rental
rates for apartment complexes (50+ units), to understand basic housing prices in assessing
the feasibility of new construction.

e Citywide residential permit data, segmented by single-family and multifamily units, from
1980 to 2014, to understand trends in housing production in the jurisdiction and compare
historical production to the rate of production that would be needed in the PDA to meet the
allocation.

In addition, EPS reviewed regional data to understand broader trends regarding housing
permitting and production, as well as home prices and rents over time. Sources included
information from the US Census Bureau, California Department of Finance, commercial data
providers, and findings from MTC's “Vital Signs” reports, among others. This information served
as the basis for understanding market demand and financial feasibility factors for new housing in
and around each PDA, but was further supplemented through interviews as discussed below.
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Interviews with Local Jurisdictions

Having reviewed CD+A’s assessment of planned development capacity in each PDA and
socioeconomic and permit data, EPS conducted interviews with staff from each of the
jurisdictions whose PDAs were in the sample. These interviews typically involved planning staff,
but in some cases also involved staff in economic development, public works, or other
departments. The interviewees were asked a series of standardized questions, from which the
conversations branched off to seek clarification or more information regarding locally-specific
conditions and issues. The standardized questions were as follows:

Planning and Entitlement

1. Is there a Specific Plan or similar regulatory document in place or underway that promotes
and incentivizes infill housing development in the PDA?

2. What is the current status of environmental clearance for infill development in the PDA?
Program- or project level EIR?

3. Will it be necessary to displace existing stable residential areas to achieve plan development
objectives?

4. Is the pace or scale of housing development in the PDA constrained by any atypical planning
policy (e.g., annual or phased “caps” on growth, minimum densities, parking maximums,
mixed-use requirements, etc.)?

Market and Investment Attractiveness

5. How many units have been developed in your PDA since 2010? What are the characteristics
of these projects (multifamily vs. single family, affordable vs. market, etc.)?

6. How many units are in the pipeline, what is their status, and what are their characteristics?
7. What key factors within or surrounding the PDA make it attractive for real estate investment?

8. What key factors within or surrounding the PDA create disincentives to real estate
investment?

Community Support

9. Have elected officials expressed support for development in the PDA consistent with Plan Bay
Area?

10. Have housing developments consistent with the PDA plan been proposed to and approved by
the current or recent City Council? Has the Council’s general trend been to promote
increased or decreased density compared to developer proposals?

11. Has there been any organized and successful citizen opposition to development in the PDA?

12. Have there been ballot initiatives or referenda that have limited development potential within
the PDA?

Infrastructure Capacity and Needs
13. Is there currently adequate infrastructure capacity to meet demands of PDA development?
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14. If not, are the necessary infrastructure master plans in place? What are the top three
improvements needed from a cost perspective?

Financial Resources

15. Is there an infrastructure financing plan in place that demonstrates funding for needed
infrastructure?

16. What development impact fees or other development impact mitigations are required in the
PDA?

17. Are there any other major funding constraints or challenges that may limit PDA
development?

EPS found the interviewees to be well-informed and forthcoming about the issues and conditions
affecting development in their PDAs. EPS also found the interviewees to be thoughtful and
pragmatic about the potential policy and other changes that could enhance the prospects for
development in the PDAs.

Discussions with Housing Developers

As part of the Technical Advisory Committee assembled for this project, representatives from
three regionally active housing developers and the Building Industry Association were invited to
share their experiences generally and within specific jurisdictions as they relate to getting
residential projects approved and built. While less formal than the interviews with jurisdictions,
these developer discussions covered the same topics and yielded opinions from real estate
professionals who may have different perspectives than the jurisdictions’ representatives. Also,
each of the developers in the Technical Advisory Committee has worked in multiple jurisdictions
included in the PDA sample, and could provide cross-jurisdictional comparisons. As with the local
staff interviewees, EPS found these developers to be thoughtful and well-informed regarding
local policies and processes as well as market and financial considerations.

Readiness Assessment

EPS applied the readiness assessment criteria findings from the previous tasks to each PDA in
the sample set. These assessment criteria aimed to reflect EPS’s understanding of various issues
and conditions in each PDA:

e Planning and Entitlement Criteria—status and characteristics of Specific Plans, Environmental
Impact Reports, and other planning documents, and whether or not achievement of
substantial densities would require displacement of or conflicts with existing residential
neighborhoods.
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Figure 9 Example of Opportunity Sites on
Small, Unassembled Parcels
(Downtown Berkeley)

e Community Support—whether elected
officials have exhibited support for
higher-density housing through project
approvals, adoption of Specific Plans,
etc., and whether community groups
have actively supported or significantly
opposed such relevant actions or
projects.

e Market and Investment Attractiveness—
the type and pace of recent
development; the pipeline of planned
development projects; general market
indicators (incomes, prices, etc.);
whether prices appear high enough to
support new construction costs at
required densities; whether parcels are
large or regular enough to
accommodate common construction
formats (e.g., see Figure 9); and
whether other conditions may detract
from consumer location preferences
(e.g., poor schools, high crime,
environmental contamination, etc.).

e Infrastructure Capacity, Needs, and Financing—whether existing roadways,
water/wastewater, parks, and other infrastructure are adequate, need minor upgrades, or
need major upgrades to accommodate new growth; whether a plan or mechanism to finance
such improvements is already in place; and whether future improvements represent a
significant financial burden compared to the value of future housing development.

A “generic” example of the readiness assessment model is provided as Table 5 (which is three
pages long), with notes explaining the procedure as well as the types of judgments made by
EPS. As shown, EPS has begun with the current planned capacity (Line 1) and compared that to
the Plan Bay Area growth allocation (Line 2) to determine whether capacity is adequate or falls
short (Line 3). EPS then estimates the likelihood and scale of potential capacity increases,
reflecting whether and to what extent zoning changes and other regulations may increase the
capacity compared to current policies (Line 4). The product thus far is the estimated planned
capacity under various timeframes - through 2020, 2030, and the plan horizon year of 2040
(Line 5).

From that point, EPS estimates the likely production of housing units in each timeframe by
summing the “discounting” coefficients of the various constraints described above (Line 6, a
summation of the detailed evaluation criteria scoring on the subsequent two pages of the table).
The discounting is applied to each criterion to the extent that EPS anticipates it will be a
constraint on development. For example, in PDAs where housing prices are relatively low and
achievement of the Plan Bay Area housing growth forecast would require dense development

Economic & Planning Systems, Inc. 21 P:\1410005\141101MTC_PDA\Report\FINAL\141101rpt112315.docx



PDA Assessment Update
11/23/15

that is comparatively costly to construct, market and feasibility factors may represent the
primary constraints, and thus yield the highest “discount” factors. In other PDAs, the market
may be strong but major infrastructure improvements are required to provide transportation or
other capacity for the forecast units, and thus the infrastructure criteria may yield the highest
discount factors. Each PDA has been evaluated uniquely to identify the nature and the severity
of constraints on achieving its housing growth forecast.

In addition to an overall assessment of achievable housing growth through 2040, EPS has
included time-based estimates that reflect our judgment of conditions that will affect the pace of
development, including factors that may enhance production over time (such as expected
upzoning) and others that may pose greater constraints in later years (such as the reduction in
developable parcels as development occurs on the parcels best suited to new construction). For
example, each PDA has a discount factor applied under “market” criteria reflecting EPS’s
assessment of the pace at which relevant housing development has been occurring in the PDA
and/or larger community, and this discount factor generally diminishes over time, thereby
yielding an increasing number of potential units over time.

In the generic example on Table 5, this process suggests that 1,838 of the 4,010 housing units
allocated to the PDA may be expected through 2040, thus representing 46 percent of the
allocated growth under Plan Bay Area (Lines 5, 7, 8).

In each case, EPS constructed a “baseline readiness” assessment, as well as an “amended
readiness” assessment. The “baseline readiness” reflects the current opportunities and
constraints for development in the PDAs, with adjustments from existing conditions only for
factors we know to be relevant based on current or recent activities - for example, an upzoning
of development capacity in places where such plans are being formulated. Otherwise, the
“baseline readiness” expresses EPS’s judgment of how many housing units are likely to be
developed through 2040 and in the intervening decades in each PDA under currently observable
conditions.

The “amended readiness” reflects interventions that are not currently planned but, in EPS’s
estimation, represent reasonable actions at the local, regional, or state level that can enhance
the prospects for development in the PDAs. In red text, Table 5 provides illustrations of the
types of assumptions that EPS has included in the “amended readiness” scenarios. Some
common amendments include improvements in infrastructure funding, availability of parcel-
assembly tools, relaxation of policies limiting housing, increases in residential zoning (where that
increase would be supported by the market) and a lessening of community opposition.

Economic & Planning Systems, Inc. 22 P:\1410005\141101MTC_PDA\Report\FINAL\141101rpt112315.docx



Table 5

A. PDA Housing
Capacity Estimate

# |Sub-Criterion Name

Estimate of current local land use
policy new housing capacity

Present (2015)

1,935

PDA Readiness Criteria Worksheet (page 1 of 3)

PDA Development Readiness S ng

oo [ o | oo

PDA Assessment Update
11/23/15

Notes

Net new housing growth potential based on existing plans (where quantified)
or application of average allowable densities to visually identified opportunity
sites.

Plan Bay Area new housing 4,010 The increment of new housing allocated to the PDA in Plan Bay Area
allocation
Capacity surplus or (shortfall) (2,075) Difference between estimated housing capacity and allocation (A2 and Al).
Estimated increased capacity through 0% 0% 0% EPS has made adjustments in Base Scenario where we are aware that
likely changes to land use policy, rezoning is already being considered, or in Amended Scenario where existing
including any initiative-based density zoning allowances represent limits that can be exceeded without significant
restrictions (percentage change to increase in visual impact (e.g., increase from 27 to 40 DU/acre but not to 100
existing capacity) DU/acre).
Estimated gross housing capacity at 1,935 1,935 1,935 Calculation based on projected increase to currently allowed densities.
each period
Sum of Capacity Constraint 0.55 0.25 0.05 Summation of constraints under Base or Amended Scenarios.
Coefficients

Planning and Entitlement Criteria 0.00 0.00 0.00

Community Support 0.10 0.00 0.00

Market and Investment 0.30 0.15 0.00

Attractiveness

Infrastructure Capacity, Needs, and 0.15 0.10 0.05

Financing
EPS estimate of housing production 871 1,451 1,838 Calculation of potential housing production, calculated as gross housing
given constraints capacity by period (A5) reduced by percentage of constraint coefficients (A6).
Percentage of PDA 2040 housing 22% 36% 46% Calculation of total estimated housing production by period, divided by total

allocation accommodated

net new units in Plan Bay Area allocation through 2040.

Summary

Summary of PDA, context, and constraints on projection.
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Table 5 PDA Readiness Criteria Worksheet (page 2 of 3)

TS Gt DA Development Readiness Scorin Notes

# |Sub-Criterion Name Present (2!
Category

Planning and Is there a Specific Plan or EIR in If yes, no discount is applied. If no, then a discount is applied in the first

Entitlement place? period. In most cases, a specific plan is anticipated to be prepared sometime
Criteria before 2020, thus the discount is removed for the 2020 and 2030 periods.
2  Displacement of existing stable 0.00 0.00 0.00 If PDA allocation or estimated capacity requires redevelopment of residential
residential neighborhoods neighborhoods, EPS has considered this is a constraint on probable housing

growth in the Base Scenario.

In certain cases, EPS has reduced the constraint coefficient in the Amended
Scenario to reflect the potential return of Redevelopment-type powers for
parcel assembly.

C. Community 1  Elected official support for proposed 0.05 0.00 0.00 If elected officials have actively opposed higher-density development projects
Support PDA use types and densities during or planning consistent with PDA allocation, EPS has considered this a
past 3 years constraint in the Base Scenario.

In the Amended Scenario, EPS has in several cases reduced this coefficient
in outer years assuming that electeds would be more pro-density.

2 History of neighborhood opposition 0.05 0.00 0.00 If community groups have actively opposed higher-density development
projects or planning consistent with PDA allocation, EPS has considered this
a constraint in the Base Scenario.

In the Amended Scenario, EPS has in several cases reduced this coefficient
in outer years assuming that community groups would be more pro-density.

D. Market and 1 History of real estate investment in 0.30 0.15 0.00 If PDA and/or City (in certain cases) have not realized significant housing
Investment PDA and surrounding city growth in the past decade, EPS has considered this a constraint in the Base
Attractiveness Scenario.

EPS has made no adjustment in the Amended Scenario for this retrospective

criterion.
2 Recent Local Development Activity 0.00 0.00 0.00 If PDA and/or City (in certain cases) does not have a substantial pipeline of
(pipeline) housing development projects (proposed, permitted, or under construction),

EPS considers this a constraint in the first time period.

This constraint is not extended to the years beyond 2020, and no adjustment
is made under the Amended Scenario.

3 General Market Conditions 0.00 0.00 0.00 If PDA and/or City (in certain cases) has low incomes, low housing prices,
high vacancies, demographic profiles inconsistent with higher density housing
(such as comparatively few small households), limited access to job centers,
etc., EPS considers this a constraint in the Base Scenario.

Adjustments are made in the Amended Scenario only where such conditions
are expected to be different in the future based on observable trends.

4 Financial Feasibility Constraint 0.00 0.00 0.00 Where housing prices are low, development costs are high, or sites are
limited or constrained, EPS considers this a constraint in the Base Scenario.

Adjustments are made in the Amended Scenario only where such conditions
are expected to be different in the future.
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Table 5 PDA Readiness Criteria Worksheet (page 3 of 3)

Development Readiness Scori
Sub-Criterion Name Present (2015) Notes

Readiness Criteria

Category

D. Market and 5 Parcel size and configuration 0.00 0.00 0.00 Where PDA opportunity sites are generally small or oddly configured and
Investment held under numerous owners, EPS considers this a constraint in the Base
Attractiveness Scenario, unless evidence exists that such small sites have been developed
(continued) for PDA-type uses in the past.

Under the Amended Scenario, EPS has reduced this constraint coefficient
where property assembly for more feasible development may be achievable
through re-introduction of parcel assembly-powers.

6 Existence of major investment 0.00 0.00 0.00 Where PDAs have conditions such as high crime, poor schools, access
disincentives constraints, or environmental pollution, EPS considers this a constraint in the
Base Scenario.

Adjustments are made in the Amended Scenario only where such conditions
are expected to be different in the future based on observable trends.

E. Infrastructure 1  Existing infrastructure capacity 0.10 0.05 0.00 Where PDAs are known to require major upgrades to transportation, utilities,
Capacity, Needs, open space, and similar infrastructure to accommodate new growth, EPS has
and Financing considered this a constraint in the Base Scenario. In some cases, this

constraint is assumed to grow over time, as infrastructure may be nearly
adequate for early phases of development while requiring more upgrades for
later phases.

Adjustments are made in the Amended Scenario only where it is expected
that infrastructure projects can be funded through new programs or revenue

sources.
2  Isthere an existing CIP funded or 0.00 0.00 0.00 If the City has not identified an expected approach to funding required
other infrastructure financing plan in infrastructure that is still viable today (e.g., does not assume tax increment
place? financing), EPS considers this a constraint in the Base Scenario. Generally,

this constraint is assumed to be rectified through financing plans in later
years, even under the Base Scenario.

In the Amended Scenario, the initial phase of development through 2020 is
assumed to be bolstered through the creation of a viable financing plan in the
next few years.

3 PDA financing capacity 0.05 0.05 0.05 Where required infrastructure costs are estimated to represent significantly
more than 20% of the aggregate value of new housing under the projected
capacity, EPS has considered this a constraint in the Base Scenario. In
some cases, this assessment is more qualitative due to limited information
regarding projected infrastructure costs.

In the Amended Scenario, these constraints are assumed to be lessened
through the availability of regional funding and/or the use of tax increment
through an Enhanced Infrastructure Financing District or other mechanism.
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Examples of PDA Assessment Results

EPS has produced “baseline” and "amended” readiness assessments for each of the 65 PDAs in
the sample. The results vary widely based on the multiple factors that contribute to each area’s
readiness. In aggregate, EPS has estimated that the sample PDAs have a “baseline readiness” to
accommodate 70 percent of the growth allocated to them in Plan Bay Area.

The various enhancements assumed under the “amended readiness” scenarios are estimated to
increase the achievable growth to 87 percent of the Plan Bay Area-allocated housing units. The
models used to evaluate each PDA are included in Appendix A to this report. Four examples of
PDAs reflecting a range of constraints and opportunities are summarized below.

San Francisco Downtown-Van Ness-Geary Corridors

This PDA covers a significant portion of San Francisco’s financial, cultural, civic, retail, and
tourism areas, and is already developed at high densities. Market support for housing
development is strong, and infrastructure upgrades appear reasonably proportioned to the value
of new growth. Moreover, zoning allowances in this area are permissive of very high densities,
and EPS believes it is reasonable to project that a modest amount of further “upzoning” to allow
higher densities may occur through 2040 in the amended scenario, as it has over the past
several decades.

However, the number and scale of developable sites is limited because the area is already
heavily developed. San Francisco Planning Department analysis has identified capacity for up to
25,423 units, including 3,081 already built between 2011 and 2014, another 6,707 already in the
development pipeline, and a maximum of 15,635 new housing units on additional “soft sites.”
This capacity figure falls short of the 27,140 units allocated to the PDA under Plan Bay Area. The
area’s small parcel sizes represent the primary constraint to new housing in this PDA, and EPS
estimates that the pace of new housing development will slow over time as the most developable
sites are built first.

Under the “baseline” scenario, EPS estimates that 16,525 housing units can be built in this PDA
through 2040. The “amended” scenario assumes that selected upzoning increases capacity, that
regional funding can support some infrastructure requirements, and that improved parcel
assembly tools are available to the city. EPS estimates that 24,406 units could be expected
under these conditions. These figures represent 61 and 90 percent of the Plan Bay Area-
allocated housing growth, respectively.

San Jose North

This PDA is the location of many technology industry jobs, but has also added an increasing
number of multifamily housing units within its boundaries. The City’s plan for North San Jose
anticipates increasing densities to allow for roughly 32,000 new housing units in addition to
greater numbers of higher-density employment centers. Market forces are strong and
infrastructure needs are well within feasible levels. The primary constraint on housing growth in
this PDA is the City’s phasing policy, which caps the total number of housing units in each of four
phases at 8,000 until 7.0 million square feet of non-residential development is approved. The
housing allocation for the first phase is already fully subscribed, but the non-residential
development allocation is well below its goal and not expected by City staff to be complete for
another five or more years. In the base scenario, EPS has estimated that this phasing restriction
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will limit growth to 24,000 units through 2040, or 73 percent of the Plan Bay Area allocation.
The amended scenario assumes that the phasing restrictions are adjusted to allow housing
development to continue based on market conditions, and is projected to yield 32,000 units
through 2040, or 97 percent of the Plan Bay Area allocation.

Alameda Point

This PDA is primarily comprised of former military land, including Naval Air Station Alameda and
the Fleet Industrial Center. Some segments of the PDA have been developed for housing and
retail, and additional housing and retail projects are under construction. The majority of the
area, however, is the former Naval Air Station that has faced numerous challenges ranging from
environmental contamination to historic resources to grossly inadequate infrastructure. In the
past few years, the City has taken ownership of a portion of the land from the Navy, completed
plans and environmental reviews, solicited and selected a developer, and negotiated an
agreement for the first phase of development, including 800 housing units and substantial
infrastructure improvements. EPS anticipates that market support for housing in this area will be
strong. However, the City has concerns regarding traffic generation, and will seek to achieve
significant access upgrades as well as balance jobs and housing over time. In current plans,
these sites have been programmed for 1,935 units - fewer than half of the 4,010 units allocated
under Plan Bay Area. Under the baseline scenario, EPS estimates that this area will be able to
accommodate 1,838 new housing units through 2040 (46 percent of the Plan Bay Area
allocation), constrained primarily by current zoning allowances that reflect the City’s concerns
regarding traffic generation. Under the amended scenario, EPS assumes that external funding
resources are secured for infrastructure and access improvements and that upzoning of allowable
densities occurs, which could yield the development of an estimated 2,903 housing units (72
percent of the Plan Bay Area allocation).

Antioch Hillcrest Station

This PDA is mostly undeveloped land at the junction of Highway 4 and Highway 160 in eastern
Contra Costa County. BART'’s "eBART"” system is under development and will have a station in
this PDA in the next few years. A Specific Plan has been adopted that promotes higher-density
housing and non-residential development in this area. Plan Bay Area allocates 2,290 new
housing units to this PDA - just fewer than the 2,500 units anticipated in the Specific

Plan. Major constraints in this PDA include a lack of evident market interest in multifamily
housing (despite significant housing growth overall) and the significant infrastructure costs
required to accommodate the planned growth. Under the base scenario, EPS anticipates that
1,000 housing units can be developed by 2040, or 44 percent of the Plan Bay Area

allocation. The amended scenario assumes that both external and project-based funding
resources are established, allowing infrastructure financing to take advantage of growing tax
increment in the PDA. Under this amended scenario, EPS anticipates that development may
increase to 1,375 units by 2040, but still only 60 percent of the Plan Bay Area allocation due to
constrained market conditions in this outlying area.
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Overall Findings