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2.10 Affordable housing

In addition to market rate residential development, the need for 

affordable housing in the City of San José will continue to remain 

high over the next 30 years, as San Jose and Silicon Valley has one 

of the most consistently expensive housing markets in the country.  

Additionally, according to the 2007-14 San Francisco Bay Area 

Housing Needs Plan, “Santa Clara County is the most populous 

county in the Bay Area and will experience the greatest amount 

of growth. Santa Clara County is expected to grow by nearly 23 

percent over the next 25 years.” The projected population growth 

will be driven in part through economic and job growth. However, 

the California Employment Development Department estimates 

that the majority of jobs created, at least over the next several 

years, will be primarily low-skilled, low-wage jobs, many of which 

will be in the retail and services sector.  As a result there is a 

mismatch between the high-cost market-rate housing produced 

and the lower-wage jobs created.

As one of the most transit-connected stations in the United States, 

Diridon Station represents a place of signifi cant development 

potential in San Jose. This potential can facilitate the City of San 

Jose’s goal of creating vibrant “urban villages” that can drive 

economic growth, facilitate environmental sustainability, build 

diverse and complete communities, and realize a 24/7 transit-

oriented district. At the same time, this development potential 

may also lead to signifi cant increases in land prices and property 

values. While this may create opportunities, it may also create 

challenges with the provision of affordable housing if it prices land 

out of reach for affordable housing developers or if it displaces 

existing lower-income residents from the community.  These 

issues must be considered and mechanisms developed in order 

to facilitate affordable housing and complete communities as the 

City implements the Diridon Station Area Plan.  

NEED FOR AFFORDABLE HOUSING 

In 2007, the Bay Area Local Initiatives Support Corporation [Bay Area 

LISC] published Housing Silicon Valley: A 20 Year Plan to End the 
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Affordable Housing Crisis, one of the most comprehensive studies 

conducted regarding affordable housing demand and production.  

The Study indicates that over 41,000 Santa Clara County households 

across all income levels experience severe housing needs, which 

is defi ned by paying over 50% of household incomes on housing. 

These households are termed “severely rent burdened.” Of these, 

21,758 households are in San José. Additionally, a signifi cant 

proportion of these rent-burdened households are single- (40% ) 

or two-person (25%) households. The most recent data from the 

US Census  confi rms that these conditions continue to hold true 

today: over 50% of renter households in San Jose experience a 

burden while over 40% of ownership households experience a 

burden (2013 American Community Survey). 

The LISC Study also projects a need for 90,000 affordable homes 

in Santa Clara County through 2027, with the City of San José 

constituting a signifi cant proportion of the need. The single largest 

need [76% or 68,700 units] are for extremely low-income [ELI], very 

low-income [VLI] and low-income [LI] households. According to 

the Study, 39% of the needed ELI and VLI units would require a 

studio apartment or one bedroom apartment. 

As indicated in the City’s 5 Year Housing Investment Plan and its 

federal Consolidated Plan, the San José Housing Department 

has an income allocation policy that directs its resources to 

facilitate the production of housing opportunities for families 

and households across incomes. This includes very-low income 

households who earn up to $53,000; low income households 

earning up to $84,900; and moderate-income households earning 

up to $126,600.  (Income limits refl ect a household size of four. The 

income limits increase or decrease depending on household size, 

and are annually adjusted as necessary). 

DIVERSE HOUSING NEEDS   

The City of San José Envision 2040 General Plan projects household 

population growth by the year 2040 to increase across age groups 
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to nearly 1.5 million total San Jose residents up from just under 1 

million currently, with growth primarily in the 20-34 and in the 65 

and older age groups. 

Those in the 20-34 population show greater preference for 

affordable housing options in urban areas near shopping and 

transit for access to workplaces. This population will likely favor 

living in close proximity to Diridon Station, downtown San José 

retail and cultural amenities, coffee shops, and jobs. National 

and local trends also indicate that this group of urban singles 

and households prefers smaller units with on-site amenities like 

gyms, community kitchens, computer rooms and laundry rooms. 

Additionally, recent reports show that businesses and employees 

increasingly prefer working in urban environments with big city 

amenities. A recent article in the Wall Street Journal [September 

30, 2009] listed the top ten “Next Youth-Magnet Cities” with the 

City of San José as number 10.  As a result, Diridon Station has the 

potential to be one of the preeminent work-live urban locations in 

California and in the country.

Additionally, as the population ages and the mobility of seniors 

decrease, there will be increased need for housing for seniors 

located in close proximity to amenities such as public transportation, 

retail, health care resources, and other services.  

The increasing number of households with persons under the age 

of 34 and households with persons over the age of 65, along with 

special needs populations will all require a focus on affordable 

housing with specifi c unit types, amenities, adjacency to retail 

and services, proximity to public transportation, and architectural 

design to meet a wide range of needs. The City of San José General 

Plan and a recent Blue Ribbon Task Force on Homelessness, co-

chaired by former Santa Clara County Supervisor Don Gage and 

City of San José Mayor Chuck Reed identifi ed numerous strategies 

to accommodate the need for affordable housing. Locating both 

market-rate and affordable housing near transit is a primary 

recommendation. 
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SPECIAL NEEDS HOUSING 

Providing housing opportunities for the special needs population 

is also important at Diridon Station. In addition to seniors, other 

groups such as the physically disabled, persons with addictions, 

large households, mental illness, the homeless, and people with 

HIV/AIDS require a wide range of housing and service needs. 

The City of San José’s federal Consolidated Plan identifi es a total 

unmet need of 41,400 units for its special needs population. In 

particular, the special needs population requires affordable 

housing options located within easy access to non auto-oriented 

forms of transportation that allow them to reach essential medical 

and social services, as well as amenities for everyday life. The social 

services may be provided by residential developers themselves or 

contracted out to organizations that specialize in providing special 

needs services to tenants. Diridon’s position as one of the most 

connected transit stations in the US makes it one of the prime areas 

in San José in which to create affordable housing opportunities for 

its special needs population. 

CERTIFIED HOUSING ELEMENT 

State law requires that cities must include a residential component 

called the Housing Element in their General Plan. The Housing 

Element identifi es policies and programs to facilitate the 

production of housing units in order to meet the cities’ fair share of 

the region’s housing needs. The City of San José’s current Housing 

Element must plan for approximately 35,000 housing units for the 

2007-2014 planning period, composed of 19,000 affordable units 

and 16,000 market rate units. The City is currently in the process 

of planning for its next Housing Element covering the 2014 -2022 

period. While the City’s current Housing Element emphasizes 

residential development in infi ll and transit-oriented locations, 

continuing implementation of State law governing greenhouse gas 

reduction (AB 32) and sustainable land use planning (SB 375) will 

help facilitate more urban, sustainable, mixed-use communities 
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where housing is located near transit infrastructure, employment, 

and other land uses in the future. 

EXISTING POPULATION IN THE PROJECT AREA 

The existing population in the Diridon Station Planning area has 

unique characteristics relative to the rest of San José: 

• Percentage of workers taking public transit, walking, biking 

or working at home is 16.3% compared to 8.6% citywide; 

• Median Income for Tract 5003 is $45,057 compared to 

$70,243 citywide; 

• Median gross rent for Tract 5003 = $877 compared to 

$1,123 citywide; 

• Percent renters = 78% versus 42% citywide. 

These characteristics indicate two particularly important features of 

the existing residential community at Diridon. First, the households 

at Diridon have lower incomes than San José as a whole. Second, 

these households take non-auto oriented forms of transit at twice 

the Citywide rate. This refl ects the continued need to provide a 

wide variety of housing opportunities across all income levels at 

Diridon Station as housing close to transit helps to reduce overall 

costs while maximizing transit use. Additionally, this will help to 

create a more diverse community at Diridon Station. The Diridon 

Plan should continue to support these existing residents while 

accommodating a new residential population. 

EXISTING AFFORDABLE HOUSING IN THE 
PROJECT AREA 

There are approximately 150 existing deed-restricted affordable 

dwelling units in the project area in developments partnering with 

the City of San José. These developments have 55 year affordability 

restrictions and are relatively new developments. However, to the 

degree that there may be market-rate units at relatively affordable 

levels, policy responses should be considered to address potential 
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displacement of existing households as a result of rising rents or 

property values due to the development of Diridon Station.  

THE FINAL PLAN FOR DIRIDON STATION 

The Final Plan plans for up to 2,588 housing units in two major 

clusters between the east/west arterial streets of Park Avenue and 

San Carlos Street. 

A third, smaller housing cluster is planned for the area between 

The Alameda and Julian Street west of the San José Arena. In 

order to meet the residential and placemaking goals of Diridon 

Station, it is important that the City works with both market rate 

and affordable housing developers to ensure that a wide range of 

housing types are provided in the Diridon Planning Area. 

It should be noted that the total number of housing units in the 

Final Plan is based upon the assumption that the average dwelling 

unit will be between 900-1,000 square feet. This dwelling unit size 

is appropriate for urban, market rate apartments, but may be larger 

than necessary for affordable housing, particularly for studios and 

one-bedroom units for single persons or seniors. An urban studio 

or single-resident occupancy (SRO) unit may be closer to 450-500 

square feet and a one-bedroom apartment may be around 650-

700 square feet.  The growing interest in urban living has led to an 

increase in micro-units,” where each residential home may be even 

smaller. With these smaller affordable units (the City does not have 

a density bonus ordinance based on State policy, which has been a 

discussion point over the last few years and will be explored as an 

implementation tool), there is an opportunity to provide additional 

affordable dwelling units within the housing clusters illustrated in 

the Final Plan. 

INCORPORATING AFFORDABLE HOUSING 

Consistent with the City of San Jose’s citywide inclusionary housing 

policy, the City has a policy goal that a minimum of 15% of the 
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residential units in the DSAP be affordable to households of low- 

and moderate-income in order to create a diverse, accessible, 

and complete community at Diridon Station.  Yet, while the 

need and demand for affordable housing remain high, the ability 

for jurisdictions to facilitate its provision has been signifi cantly 

challenged. The primary source of funding for affordable housing 

– the low- and moderate-income housing fund – was eliminated 

through the dissolution of redevelopment agencies in California. 

Additionally, inclusionary housing policies in California and in San 

Jose have been subject to legal challenges, putting the effi cacy 

of such policies in question. Currently, all rental developments are 

exempt from the City’s inclusionary housing requirements, while 

only for-sale housing in former redevelopment areas is currently 

subject to such requirements. However, inclusionary requirements 

for-sale developments are currently being challenged in court. 

Finally, both State and federal funding for affordable housing and 

community development activities have signifi cantly declined in 

recent years.     

As indicated, San Jose’s inclusionary housing programs, including 

its citywide inclusionary ordinance that requires 15% of residential 

units to be built as affordable homes once the ordinance 

becomes operational, is on hold (except for for-sale homes 

in former redevelopment areas) due to legal challenges. The 

distinct importance of inclusionary housing was its ability to add a 

locational component to the provision of affordable housing. This 

is especially important given the need and desire to locate housing 

opportunities in amenities-rich areas where land is typically much 

higher than in other locations. The location of affordable housing 

in transit-rich locations is especially important, as lower-income 

residents utilize public transportation at a higher rate than other 

households.  Transit ridership has the effect of helping to reduce 

greenhouse gas emissions and reducing the total cost of housing 

and transportation for lower-income households.  Additionally, 

housing opportunities allow lower-income households who might 

otherwise be forced to live farther away from work to live and 
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work in the same community, further reducing pollution and traffi c 

congestions.  Without inclusionary housing and its ability to help 

site affordable housing in the right places, the City must develop 

new mechanisms to facilitate such developments in Diridon 

Station.  However, San Jose will continue to advance inclusionary 

housing as a tool through both legislative and legal venues. 

Should San Jose be able to implement its inclusionary housing 

program in the future, affordable housing units created through 

the inclusionary ordinance can either be integrated directly 

into the same building as market-rate units for a mixed-income 

development that includes above-moderate income households; 

or the affordable units can be produced in “stand alone” 

developments without market rate units. 

In the past, many market rate developers have paid “in-lieu” fees 

rather than building the affordable units. The City utilizes the in-

lieu fees as an additional fi nancing source for stand-alone (100%) 

affordable development through public/private partnerships with 

non-profi t residential developers. These partnerships are especially 

important for creating household opportunities for those most in 

need, such as extremely low-income households and the special 

needs population, as this group is projected to increase. As a next 

implementation step, policies should be considered that would 

keep any in-lieu fees paid within the Diridon Planning Area within 

the Area in order to meet its affordable housing needs. The in-lieu 

fees may also be applied to immediately adjacent neighborhoods 

that connect into and directly support the Diridon Area Plan, such 

as The Alameda, Downtown, along Park Ave, and adjacent portions 

of West San Carlos. These areas should be within one-quarter mile 

of the Plan boundary, but no more than one-half mile away. 

Another strategy for providing affordable housing may be to 

acquire and rehabilitate existing units in the Diridon Planning 

Area and apply long-term affordability requirements to them. 

This strategy has the benefi t of furthering sustainability goals by 
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utilizing the existing housing stock rather than relying solely on 

new construction to provide housing opportunities. It also helps 

prevent displacement by providing the opportunity for existing 

residents to continue living in their community. This strategy 

may be especially appropriate if the Diridon Area Plan has 

existing buildings that fi t the envisioned built environment of the 

Plan and that can be acquired and rehabilitated with long-term 

affordability provisions. While funding has declined for acquisition 

and rehabilitation programs, this remains a potential strategy for 

maintaining the affordability of existing housing units in Diridon 

Station. 

The City of San Jose will continue its role as a public purpose 

lender in order to facilitate the provision of affordable housing 

through is through public-private partnerships between both non-

profi t and for-profi t residential developers and the City. With the 

loss of redevelopment housing dollars and the signifi cant decline 

in State and federal funding, the City has more recently turned 

to developer agreements to yield one-time payments to provide 

gap fi nancing.   Other important sources may include community 

development funds and tax credits. However, one of the City’s 

goals is to develop a permanent source of funding for affordable 

housing to help replace the loss of redevelopment, which was the 

primary tool that facilitated the development of affordable housing 

opportunities, especially for those most in need such as extremely-

low income households or the special needs population. 

These public-private developments often involve funding 

applications seeking highly competitive funding sources such as 

low-income housing tax credits that rate a project development 

proposal on various criteria such as proximity to transit, services, 

and amenities. Many of these amenities must be in place or 

developed concurrently for a project proposal to be competitive 

and to receive maximum funding. In order to best facilitate 

affordable housing at Diridon Station, the City should proactively 

seek to develop the Diridon Area in a strategic manner that 



JUNE 2014 DIRIDON STATION AREA PLAN
F I N A L  P L A N  R E P O R T

2-159

FINAL PLAN - GENERAL DESCRIPTION

integrates land uses and that realizes the mixed-use and complete 

community goals of the Plan. In this manner, there is a higher 

likelihood that the proper infrastructure and amenities would be in 

place or developed concurrently with the residential development, 

allowing the affordable housing proposals to be highly competitive 

when seeking important funding sources. 

ADDITIONAL FINANCING & IMPLEMENTATION 
TOOLS AND STRATEGIES 

In addition to the efforts discussed above regarding inclusionary 

housing and a permanent source of housing funding, the 

City is in the process of developing a toolbox of fi nancing and 

implementation mechanisms to realize its urban village goals 

set forth in its General Plan.  It shall be the policy of this plan to 

achieve a rate of affordable housing production at 15% of the 

housing units built within the plan area. Strategies to ensure the 

production of affordable units in the plan area will be developed 

as part of implementation of this plan, and may include, but are 

not limited to, the following: 

• Impact fees

• Development agreements

• Public benefi ts agreements 

• Public-private partnerships 

• Tax increment fi nancing 

• Assessment districts

• Planning tools such as density bonuses, overlay zones, or 

public benefi ts conferred through rezonings

• Private lending

• Seek grant funding

• Development of affordable housing on publicly owned 

land

• Use of proceeds from development of publicly owned 

land to fund affordable housing

• Phasing of market rate residential units contingent on 
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achievement of affordable housing targets

The City should also support and advance both State and federal 

legislation for housing and community development that will 

direct funding to San Jose in support of its Diridon Station and 

urban village goals. 

In terms of overall strategy, an affordable housing implementation 

plan should be developed for the Diridon Station areas as a next 

step, in conjunction with the development of an overall city wide 

affordable housing strategy, to ensure that housing opportunities 

across income categories are provided within the Diridon Station 

Area. Because land is expensive near transit, and will become 

more so with the implementation of this Plan, high land values 

at Diridon Station could quickly price out developers seeking 

to meet affordable housing needs in the area, forcing them to 

locate in other parts of San José where land is less expensive 

but perhaps not as desirable for residential development. An 

implementation plan should include strategies that would make 

affordable residential development a reality. Such a plan might 

include fi nancing and/or land acquisition strategies. 


