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Executive Summary

California passed Senate Bill 375 in 2008, landntegislation calling on the state’s urban
regions to develop plans for more efficient land aad development, in order to reduce the
greenhouse gases that contribute to global warriifigle SB 375 is ambitious in its goals, it is
modest in its means. The SB 375 process reliesistirgy organizations for implementation and
leaves most fundamental aspects of state andptarathing processes intact.

This report, by a research team from the Centea fdustainable California at UC Berkeley,
identifies state and regional policies and progrémas could support the objectives of SB 375. It
assesses the policy context in which SB 375 emeagddurrently operates, concluding that
without stronger support from the state governmiet SB 375 process may prove incapable of
achieving its goals.

SB 375 relies on existing regional planning agentoe implementation, namely Metropolitan
Planning Organizations (MPOSs), which are respoadiin developing federally mandated long-
range regional transportation investment plans.ddi®&B 375, the state’s eighteen MPOs must
develop “Sustainable Communities Strategies” (S@&aghieve quantifiable targets, set by the
state, for reducing greenhouse gas emissions thnmage efficient development and better
coordination. SB 375’s major procedural change iequire that the existing MPO planning
process be more closely aligned with another regiprocess which coordinates long-range
local plans for accommodating new housing develogne addition, SB 375 eases
environmental review for certain new developmewjguts located near transit stations.

Relying on MPOs for planning coordination makessgdnecause these agencies have been
recent innovators in strategic growth planning aliférnia. In particular, SB 375 explicitly
recognizes the regional “blueprint” planning inntea, developed by California MPOs during
the past decade, to produce collaborative regimaeal/plans that achieve preferred scenarios for
future regional development.

However, MPO governance also has some inherentngsaks, which can be expected to persist
under SB 375. MPOs act as an interface betweehdovarnments and state and federal
programs and have no independent authority as sucélation to land use, COG/MPOs have

no actual authority over the decisions made byllgogernments. The voluntary collaborative
MPO governance structure has long made it diffittuievelop plans and programs with a

strong regional systems focus; the governing siracwvorks to deter controversial policies that
could create winners and losers among local govenhmembers. The MPO role is further
constrained by state funding formulas that tenettaforce the county role in transportation
programming.

The collaborative approach enshrined in SB 375iregstrong state support to work effectively.
While the law depends fundamentally on local gowent participation in developing SCSs, it
is the state government that sets the framewofiscdl and regulatory policies in which local
governments make development choices. If stateipslivork to support SB 375, then its
collaborative governance model can work as a mareoordinating state and local priorities
and preferences. However, if state programs andigsldo not provide sufficient support or



counteract SB 375 objectives, then there is Irtkeson to expect local governments to develop
ambitious SCSs through the MPO framework.

Some state policies and programs do currently impgcomote SB 375 objectives. One example
is a set of new programs funded through Propositidna 2006 state housing bond, to support
development of infrastructure and transit-orierttedsing in infill areas. However, many other
state programs send a different message. For egastpte transportation funding favors
roadways over transit. Recent state budget cutsumsit programs worsen the problem.

Without further support by the state, the incergivader SB 375 for local government
participation in SCS development may be too weakdace substantial changes in behavior.
SB 375 provides no additional resources, in thefof state funds, to cover planning costs or to
reward localities that choose to adopt policiehwatgional benefits but local costs. Those costs,
which can be substantial, include funding for bim¢pinfrastructure to support infill
development, addressing service needs of new residend addressing localized impacts such
as increased traffic congestion.

To ensure successful implementation of SB 375;amger framework of supportive policies and
programs is needed. This should begin with thestedion of SB 375’s goals into clear,
operational objectives for land use, housing, aadsportation policy — performance objectives
which the state and regions can then use as afbasibocating funds and other assistance. The
state also should adopt a stronger coordinatiomamrdtoring role of programs and performance
related to SB 375.

In addition, this report describes ten concreterfiyi actions that the state and regions can
pursue to address the challenges of implementin§7&B The recommendations are based on
research into policy options advanced and/or impletied in California and elsewhere, and
interviews with stakeholders. The actions are idéehto bring about the following outcomes:

» Support the “three legs” of SB 375

The policy actions are intended to strengthen ee#Hegged” stool supporting SB 375,
namely to support efficient use of transportatiod &and use, housing affordability, and
protection and management of natural resource .dt@aab of these legs must be strong and
sturdy for SB 375 to succeed. The recommendedypatitons would work to ensure this in
a variety of ways, starting with the state governmeentifying standards, programs, and
policies for directing its own resources towardsthends. The policies would also empower
regions and localities to accomplish SB 375 theweselln particular, they would expand
regional and local financing tools for achieving $SB-related objectives.

* Get the “prices right” for efficient transportation and land use
Many of the recommended policy actions would wadiether to ensure that governments

and individual consumers face prices that morerately reflect the full social and
environmental costs of development, housing, aawusportation choices.



Promote the development of vibrant “transit villages” and “transit corridors.”

Many of the report’s recommendations would helpodmaegions and localities to develop
“transit villages” and “transit corridors” as vilma livable neighborhoods that provide not
only efficient housing and transport options, Habaublic amenities such as schools,
libraries, and parks. Some recommended policiedoyaavide financing options for
localities to “capture value” from the potentiabfits that transit villages and corridors can
provide. Other measures would direct more stateregidnal resources and regulatory relief
to support transit expansion and supportive lam$.us

The ten recommended top-priority actions describeatetail in this report are:

Transportation

1.

3.

Direct state and regional transportation fundstpans, priority development areas, and
localities that achieve “smart mobility” performantargets and provide transit-supportive
land uses.

Provide greater state and regional revenue-raginigority for transportation, contingent on
those funds being used for SB 375 objectives.

Encourage parking strategies that promote effiaisetof land and transportation.

Housing, Land Use, and Local Infrastructure

4.

5.

Provide more funding options to support infrastuuetand infill development.

Enforce Regional Housing Needs Assessment (RHN#)irements and redesign RHNA
into a performance-based approach.

Modify state property tax laws that encourage litieslto base land use decisions on
potential revenues that can be generated (a.ksaafization of land use”).

Natural Resources and Environment

7.

Provide additional California Environmental Qualftgt (CEQA) streamlining for projects
within priority development areas designated in SG8d also provide funding mechanisms
to assist local governments in conducting plan{l@EQA documentation.

Implement an Indirect Source Review program witigigional air quality management
districts to reduce vehicle miles traveled.

Strengthen priority regional development areasratity conservation areas with a
regional transfer of development rights program.

10.Develop and fund state and regional open space@mskrvation plans and programs.



This page intentionally blank



|. Introduction

California passed its landmark climate change laties, Assembly Bill (AB) 32, in 2006,
ushering in a new era in state policymaking. Fag#l a challenging new environmental
mandate to reduce greenhouse gas emissions, stiatgnmakers grappled with how to comply.
One result was the passage of another piece ofaridlegislation in the state — Senate Bill
(SB) 375 —in 2008.

SB 375 aims to achieve greenhouse gas reductiomsl&md use and transportation through
better coordination of local and regional developty®@ans. The law requires that regions
(through regional planning organizations, in coagien with local governments) develop
“Sustainable Communities Strategies” to achieveengdficient land use and transportation by
aligning some planning processes that traditiortadlgy been disconnected. However, SB 375
does not require that local governments comply #ighSustainable Communities Strategies nor
does it redirect or create new funding sourcesippasrt sustainable planning practices or
projects.

This report identifies state and regional poli@esl programs that could support the objectives
of SB 375. The Center for a Sustainable Califo(@&C) research team first evaluated the
policy context surrounding SB 375. Secondly, ttetedentified policies (proposed and
existing) from California and elsewhere that cdnite to accomplishing climate policy goals by
linking land use and transportation. In additidrg team interviewed a number of stakeholders,
representing various organizational perspectiweask for their views on a range of potential
state and regional policy actions aimed at stresrgtiy SB 375 implementation. Finally, the
team developed this report, to present cumula@gearch findings on policy challenges that
threaten to undermine effective SB 375 implemeotadind to recommend a set of priority
actions to address these challenges.
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Il. Background: Why SB 375 Was Passed

SB 375 is the nation’s first law to control greenke gas emissions by curbing sprawl, according
to California’s Governor Arnold Schwarzenegger.@gsing SB 375, California became the

first state to legislatively link predefined greenise gas (GHG) emission reduction goals to
physical growth patterns in metropolitan regiomsthe process, SB 375 also established for
California a variant of state-administered growtanagement similar to the systems adopted in
recent decades in states such as Maryland, FloYiela,Jersey, Oregon, and Washington to
coordinate growth policy.

While SB 375 is ambitious in its goals, it is madests means. Rather than imposing a top-
down, state-controlled planning system, SB 375hdistees a regional coordinating process for
transportation investment and land use plans. alWwé&lmajor procedural change is a
requirement that existing planning processes bemlosely aligned. The SB 375 process relies
on existing organizations and leaves most fundaah@spects of state and local planning
processes intact.

Because SB 375 relies heavily on current plannnagtices, its strengths and weaknesses also
flow from these arrangements. To understand SBaBighits prospects, it is therefore useful to
consider briefly the recent history of these plagnpractices and why SB 375 emerged. This
chapter first describes the main provisions of 3B &nd then considers why it was established.
Then, the chapter considers strengths and wealsektge SB 375 planning system in the
current policy context, and evaluates implementatiocallenges.

Major Provisions of SB 375

SB 375 directs regional and local transportatioth land use planning to meet a challenging new
performance target, namely to reduce greenhousemngasions. Existing regional planning
agencies, Metropolitan Planning Organizations (MPSpecifically, are directed to take
responsibility for implementing SB 375. MPOs argioaal transportation planning agencies,
designated under federal law as responsible foeldping federally mandated long-range
regional transportation investment plans (RTPsinaist of the state’s metropolitan areas, MPOs
coincide with Councils of Governments (COGSs), cosgubof representatives of local
governments.

SB 375 requires that the state’s eighteen MPOsuaehargets, set by the state, for reducing
greenhouse gas emissions through more efficierdldpment and better coordination. To
accomplish this, MPOs must develop and implemeost&nable Communities Strategies”
(SCSs). An SCS is an enhanced land use projedairaihé region, intended to set forth a
forecasted development pattern that will reducemgneuse gas emissions from automobiles and
light trucks, if there is a feasible way to do $be SCS must identify the expected location of
land uses and residential densities, and identégsain the region sufficient to house all the
population, including all socio-economic segmedtsjng the planning period. The SCS also
must be consistent with the region’s long-rangegpartation investment plan (RTP). Under
federal law, the RTP must be “financially consteaii that is, based on reasonably expected
funding sources and levels. Also, the RTP musécgficurrent planning assumptions” for land
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uses, which means an SCS cannot veer very fartlieraurrent plans and policies of local
government. Nothing in SB 375 requires local gowents, which control most land use
decisions, to alter their local plans and poli¢@sonform to an SCS.

If a region is unable to meet its prescribed eraissreduction target through an SCS, then the
region must also complete an “Alternative Planrisigategy” (APS). Unlike an SCS, an APS is
not constrained to match “current planning assuomgti’ An APS can function like a
hypothetical development plan, providing an esten@dtthe resources and policy changes that
would be needed for the region to actually achiesrgreenhouse gas reduction target.

To achieve better planning coordination in develg®CSs or APSs, SB 375 aligns three long-
standing planning processes in the state morelglose

1) The regional transportation plan (RTP) processtrotiad by MPOs and overseen by the
state and federal governments;

2) The Regional Housing Needs Assessment (RHNA),ta-standated process for
allocating to local governments their “fair sharefjuirements for accommodating
adequate housing, at all income levels, for eaglonés projected population growth.
The RHNA process is also managed by MPO/COGs, andoeation with the state
Department of Housing and Community Development;

3) The environmental review process under the CaliéoEmvironmental Quality Act
(CEQA), which requires that development permit@ggencies conduct environmental
review and mitigation, where feasible, of negatimeacts of proposed development
projects. SB 375 provides for regulatory streambninder CEQA to help achieve its
objectives.

SB 375 Emerged to Address Climate Policy Goals

SB 375 emerged as a way to help meet greenhousedjagion goals under California’s
landmark Global Warming Solutions Act (AB 32, Nun2@06). AB 32 creates a tough
performance-oriented environmental policy targetGalifornia which will affect nearly every
economic sector and area in the state. The law fralkeducing greenhouse gas emissions to
1990 levels by 2020. In addition, Governor Schwaezggier signed Executive Order S-3-05 in
2005, calling for even larger emissions reduction2050, to 80 percent below 1990 levels.
Achieving this reduction means cutting approximag# percent from business-as-usual
emissilon levels projected for 2020, or about 1%@etrfrom current emission levels (CARB,
2008).

AB 32 charges the California Air Resources BoardRB) with developing and implementing
the regulations needed to reduce emissions. Inrbleee 2008, the CARB Board adopted a
Scoping Plan outlining policy measures to implen®&at32. CARB must adopt enforceable
regulations by January 1, 2011 to implement thesones.

! In December 2007, the California Air ResourcesrBdsRB approved a greenhouse gas emissions targ@020
equivalent to the state’s calculated greenhousegassions level in 1990. The 2020 target of 42liani metric
tons of carbon equivalefMMTCOZ2E) requires the reduction of 169 MMTCO2E approximately 30 percent,
from the state’s projected 2020 emissions of 596 MIM2E (business-as-usual) and the reduction of 42
MMTCO2Z2E, or almost 10 percent, from 2002-2004 ageramissions.
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With transportation-related emissions the largegjle source of greenhouse gas emissions in
the state, at 38%, many of the Scoping Plan’s meganeasures address transportation (CARB,
2008)? To address these emissions, CARB has adoptedexpnonged strategy — reducing
greenhouse gas emissions from vehicles, reducengatbon content of the fuel these vehicles
burn, and reducing the miles these vehicles traiflT). SB 375 addresses the third of CARB’s
strategies — reducing VMT. Most of the transpaotatelated emissions reductions that CARB
proposes to achieve in the Scoping Plan come fhanfitst two strategies — accounting together
for 27% of all targeted GHG emissions reduction2080 (CARB, 2008, p. 17). By contrast,
“regional transportation-related greenhouse gassons reductions targets,” which are to come
from SB 375-related activities, are projected wuae emissions by 5 million metric tons of
carbon equivalent, or 3% of all GHG emission reduns in the Scoping Plan.

Why does the Scoping Plan emphasize the two techpeklated strategies rather than SB 375-
related measures for reducing emissions? To sogreelethis imbalance reflects the time frame
of the Scoping Plan, which extends to 2020. Chatmé&sd use and transportation
infrastructure such as envisioned in SB 375 talom@ time to implement. The technology-
related strategies are expected to produce morediate effects. However, CARB also
recognizes that over the long run, the SB 375 carapbwill be increasingly important for
achieving emissions reductions. The Scoping Plaesnihat,

In order to achieve the deep cuts in greenhousemésions we will need beyond 2020 it
will be necessary to significantly change Califersicurrent land use and transportation
planning policies. Although these changes will thkee, getting started now will help put
California on course to cut statewide greenhousesgassions by 80 percent in 2050 as
called for by Governor Schwarzenegger (CARB, 2@0&S-12).

The importance of “getting started now” on reduciigT was emphasized in research by the
California Energy Commission (CEC, 2007). The CEQjgrts that over the long run,

continuing increases in per capita VMT in the staileerode the GHG emissions reductions that
can be achieved through technology alone. The Cii@ates that fuel and vehicle efficiency
standards implemented to comply with AB 32 willukksn GHG emissions from transportation
that are 15% above the required level in 2030 atstd substantially below, as needed in order
to reach the levels mandated by 2050 (CEC, 200¥sé long-term consequences make SB 375
especially critical in helping California achievest-AB 32 reductions, past 2020.

SB 375 Evolved from Regional Blueprint Planning
If the catalyst for passage of SB 375 was to mé&eBA goals, then the vehicle for reaching the

goals was regional blueprint planning. The planmngcess outlined in SB 375 was not created
from a blank slate; instead it evolved directlynfrthe blueprint process.

2 Ccarbon dioxide accounts for most (88 percenthefstate’s greenhouse gas emissions (Californi&ésources
Board,1990-2004 inventory by economic sector - Full Detksi, from
http://lwww.arb.ca.gov/cc/inventory/data/data.htriv)ost (96 percent) of the state’s carbon dioxidéssimns come
from fossil fuels (Gerry Bemisnventory of California Greenhouse Gas Emissiond &imks: 1990 to 2004
California Energy Commission, December 2006).
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Blueprint planning emerged in the late 1990s, endtate’s four largest metropolitan regions (the
Los Angeles, San Francisco Bay, San Diego, andaBemrto areas). It was a new approach to
developing land use projections for RTPs, linkedendosely to local land use planning. By
2004, the regions’ MPOs had each adopted a blugi@arbour and Teitz 2006). Blueprint
planning utilizes a coordinated outreach procesdlegta visioning process—to develop a
regional consensus on a preferred course of fukevelopment. This preferred scenario is
chosen through a coordinated series of workshololsaneund the region for public officials,
various other stakeholders, and the public. Amtbekshops, hands-on techniques, including
computer modeling, are used to consider alterndive use and transportation scenarios for
localities and the region. The visioning procedsanates in adoption of a “preferred scenario”
for future development — a scenario which has galyancluded more compact development
than undestatus qudocal plans and policies.

Why did California’s MPOs develop the blueprint eggch by the late 1990s? They had little
choice. Activists and community leaders were pnesguhe COG/MPOs to address growth-
related problems. Meanwhile, during the same pefexteral and state reforms had devolved
authority and responsibility for transportationrpiéng to the regional level, while also
strengthening air quality mandateShe reforms provided the COG/MPOs with a huge new
carrot—the authority to “program” billions of dotkain transportation investments—but also a
big stick as regional transportation plans were neguired to conform to regional air quality
plans.

Blueprint processes helped COG/MPOs meet theirnesponsibilities by attaining air quality
conformity more easily and also enabling more &ffittransportation investments. To
accomplish this, blueprint planning inverted theadttional relationship between local land use
and regional transportation planning. In the tiaddl planning model, local land use choices
were taken as a given, and then transportatiorstments were identified to improve mobility.
By contrast, blueprint planning considers locablaise choices in a regional context, and even
re-orients them to support efficient transportatiorestments.

SB 375 Emerged to Link Disconnected Planning Proces  ses

By the mid-2000s, blueprint planning was gainirigration at the state level as a promising
approach for addressing various growth-relatedessimcluding a housing affordability crisis
and overtaxed infrastructure facilities. Bluepphnning gained credibility as a venue for
helping address these concerns through betteripigenordination and as a politically palatable
approach in a state where “top-down” growth manaaggrpolicies often meet resistance. After
AB 32 was passed, state lawmakers looked to thephbht process as a useful vehicle for
helping achieve climate policy goals.

% The federal Intermodal Surface Transportationdigfficy Act (ISTEA), passed in 1991, required MP®take the
lead in developing RTPs. In 1997 the state comgli#seown form of devolution through passage ofegemill 45,
which provided regional transportation planningrages with authority to program state capital irtrent funds
for transportation allocated for metropolitan ared@$ percent of all such funds statewide.
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Strengthening the Connection between RTPs and RHNA

SB 375 links local housing policy more directlyR@Ps, by aligning RTP and RHNA schedules
in each regiohand requiring that they be consistent. Furtherm@HNA requirements are also
tougher under SB 375; each COG/MPO must identifytsi SCS, areas within the region
sufficient to house the entire projected workfoower the planning period, without allowing any
of the needed housing to “spill over” to surrounpareas. Enforcement mechanisms are also
stiffer under SB 375 than in the pést.

What do these provisions mean for the interactidmoosing and transportation policy? A legal
advisor to the League of California Cities notest thLocal agencies’ housing elements and
conforming zoning adopted to plan for their RHNAyniee the way that local general plans are
required, de facto, to be consistent with the S(&&auss, 2009, p. 8). In other words, the
RHNA provisions are among the strongest elemen&Bit375 that connect the SCS to the RTP
and to local general plans.

A potential casualty in this new process is thée&tdraditional approach to “fair share” housing
allocations to promote the goal of income desedi@ga Through the RHNA process,
COG/MPOs allocate to each locality its “fair shaoé'the region’s projected housing need,
broken down by affordability categories. Local gowaents are then required to update General
Plans and zoning to accommodate their target. U8Be375, some jurisdictions may be asked
to take on more housing than they would have imptst, and others less. Some low-density,
wealthier, outlying suburban communities may reeeamaller portions of the region’s housing
target. This issue is addressed in more detafligwreport’'s recommendations section.

Creating a Stronger Link between CEQA and Regional Plans

In the larger framework of policies that guide gtbwnanagement, environmental policy has
traditionally been regarded as a largely “top-dovniction, governed by mandates from the
federal and state levels (Mazmanian and Kraft, 20d@ny prescriptive environmental
mandates have significantly affected local landarse transportation planning, such as the air
quality conformity mandates described above. Howewge state environmental law—the
California Environmental Quality Act (CEQA)—forms a&xception to this general approach.
CEQA has very substantial effects on land use oewssbut its effects come from “the bottom
up” more than the “top down.” Because of the closenection of CEQA to land use decision-
making, SB 375 includes provisions to orient CEQAe¢lp achieve its goals.

* The RHNA timeline is extended to match the RTPeyit is extended from five years to eight yearsir quality
non-attainment areas; MPQOs complete RTPs on ayfearrcycle in these areas).

® In the past, blueprints in a few of the state’srmareas exported some of their projected houséegl; a share of
new housing to accommodate projected employmentthravas assumed to be developed in surrounding area
(Barbour and Teitz, 2006).

® Local governments have 18 months after the adopti@ RHNA/RTP to complete a new housing elemedt a
associated zoning changes. If the housing elermead dot identify adequate sites for housing fomalbme levels,
local governments are required to rezone to proadkxjuate sites within three years of the adotidhe new
housing element. If a local government does notpeta the rezoning as required, significant restnis are
placed on that local government’s ability to disagwe or condition a housing project that containigast 49
percent of the units for lower-income householdsl, legal sanctions are permitted.
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A strong state version of the National EnvironmeRtalicy Act (NEPA), since 1976, CEQA has
required that all government regulatory actiongetihg development be subject to
environmental review, and to mitigation by projapplicants of identified significant adverse
environmental impacts “where feasible.” Similantany California planning laws, CEQA
establishes mainly procedural requirements andvallocal governments to retain broad
authority and discretion over implementation angkctives. Although CEQA requires that
localities evaluate and discuss adverse impactpassible alternatives and mitigation
measures, in the end localities may issue “StatesyadrOverriding Consideration” that allow a
project to be approved regardless of its adverfeetst

Developers have long argued that CEQA is used‘B$MBY” tool to resist development, as
neighborhood project opponents sometimes raise kedmtp under CEQA which stall or modify
projects. Whether or not CEQA is used as a NIMB) ,teome research indicates that the most
common challenges raised under CEQA, and the nooston mitigation measures adopted, do
not relate directly to “traditional” environmeniakues (such as water/air quality or endangered
species) but rather to quality-of-life concernsuhinfrastructure and service deficiencies caused
by projects, such as traffic, noise, and schoalisershortages (Johnston and McCartney 1991;
Barbour and Teitz 2006). Such concerns might betgeaddressed through local or regional
growth planning processes.

Another long-standing complaint about CEQA is thé&nds to encourage incremental, project-
by-project analysis and meshes poorly with longgeartomprehensive planning processes
(Olshansky, 1996). Application of CEQA is oftem@@meal and can result in actions
detrimental to environmental quality (Landis et1l895). For example, lowering a residential
project’s density can help mitigate traffic cong@stor open space problems at the local scale,
but when viewed regionally, this action might onbmpound the problems if development is
pushed to outlying areas. If, instead of beingldisgd, the development fails to occur, then the
so-called mitigation may compound housing shortaGessidering such effects, some critics
have charged that CEQA'’s project-level focus i€“#mtithesis of sustainability on the scale of
the metropolitan region and the State” (Sargeat.e2004, p. 3).

To address concerns about incremental, project-tnadysis, reforms were introduced during
the 1980s and early 1990s to encourage tieringjghdront-loading” environmental review as
much as possible at the scale of long-range contynplins’ These plans can then serve as a
framework for subsequent review of individual poigethat were outlined in them. For example,
in 1993, the legislature authorized use of Masteritenmental Impact Reports (MEIRS), which
allow lead agencies to review environmental coneeqes of broad policies or programs at the

" Reforms from 1979 to 1985 introduced general miovis and specific mechanisms to promote tieriefindd as
the coverage of environmental effects in an EIRpared for a policy, plan, program, or ordinancépfeed by
narrower or site-specific EIRs that incorporatedigrence the prior EIRs. Tiering may be used flater project
when the lead agency determines that it is comgistiéh the program, plan, or ordinance for whibb prior EIR
was planned or certified, is consistent with aggiie local land use plans and zoning, and is rgesuto
conditions requiring a subsequent EIR (such dweiflater project may cause significant effectsex@mined in the
prior EIR). The later project EIR need not exantimese effects that were previously mitigated orided or
examined sufficiently so as to be capable of bevmjded by site-specific revisions or conditionsdpproval.
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planning stage, leaving more detailed examinatiapecific environmental impacts of
subsequent projects to project-level revfew.

However, in spite of the introduction of tieringoprsions, the bridging of project and plan level
review has been difficult in practice. For examjpg 2002, less than one quarter of cities and
counties had taken advantage of the MEIR optionrR(®03). Practitioners have noted various
obstacles to widespread use of tiering, includewgl, procedural, planning, and fiscal issues.
Such critiques suggest that widespread adoptidieiifig cannot occur without incentives to
support it — incentives that enable localitiesrtmt-load costs, procedural requirements, and
legal vulnerability of project-level review and iengs.

As another method for overcoming CEQA obstaclasfilh development, the state adopted a
series of measures during the past decade to esxefiligirojects from CEQA review?®

However, research conducted in 2005 and 2006 steghydsat few developers and localities
were taking advantage of the exemptions (Elkind @iwhe, 2006)* The research determined
that the slow take-up rate for infill exemptionsulwbbe attributed to various factors including
narrowness of the exemptions, fear of legal lighilnconsistency of many proposed projects
with local General Plans, reluctance by developeesouse “NIMBY” sentiment, and resulting
preference by developers to use sites alreadyetldar development through local plans (ibid).

By the mid-2000s, CEQA reform had become a hothatied topic at the state capitol, linked to
discussions about growth management reform. Gov&dawarzenegger’'s administration
targeted CEQA reform as one way to promote housioduction, advocating an easing of
CEQA review (Krist, 2005). Meanwhile, other refomm@dvocated new tiering policies to
support compact development and “smart growth.fri-tiois perspective, CEQA should be
reoriented to accommodate and support strategiesttance regional objectives (such as for
reducing transportation-related GHGs), even if theans easing CEQA review of some projects
with localized impacts. If local project reviewutd be tiered off stronger regional
environmental plans, a new frame might be set forencoordinated strategies.

8 Under this statute, a lead agency prepares an MEéRaluate the cumulative impacts, growth-indgémpacts,
and irreversible significant effects of subsequ@nfects to the greatest extent possible. An ElfRés not required
for subsequent projects outlined in the MEIR igiho more than five years old or certified adeguitcludes a
capital outlay program for the subsequent progead, there are no additional site-specific signifiaaffects, based
on an Initial Study. For those with some effectstraamlined, “focused EIR” is allowed if the leagkency finds
that the MEIR of cumulative, growth-inducing, ameiersible significant effects is adequate. CE@#ew can be
limited to impacts “peculiar to the parcel or paifeunless there is “substantial new informatio8ihce 2004,
agencies have also been allowed to adopt mitigatgdtive declarations that tier off of MEIRs.

° See Barbour and Teitz (2005) for a discussiome$e obstacles.

191n 1998, the state legislature enacted a CEQA ptiemfor 100-unit affordable housing projects ibanized
areas. The same year, a categorical exemptionadesido CEQA guidelines for infill development cistsnt with
General Plans and zoning and that met other @i{&lkind and Stone, 2006). (Categorical exemptipnavided
through CEQA guidelines, are considered “soft” egdans because the guidelines also state they dimmtlbe
used if “there is a reasonable possibility thatabgvity will have a significant effect...due to wual
circumstances.”) In 2002, exemptions for infilldeaffordable housing were strengthened throughaggessf SB
1925, which created a “harder” statutory exemptarprojects that meet certain criteria, includoansistency with
a General Plan (ibid). However, localities stiliai@ considerable discretion to determine whetlheusual
circumstances” exist for a given project.

1n 2005, only 15% of local planning agencies régmhaving used the categorical exemption forlirifiéss than
3% were using the new statutory exemption provioe@B 1925 (Elkind and Stone, 2006).
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SB 375 addresses these issues by linking CEQAweaviere closely to regional plans,
specifically SCSs or APSs, and by strengtheningi&mption for infill projects that are
consistent with an SCS or APS. If a project is degmonsistent with a regional SCS or APS
that the California Air Resources Board agreesiiicsent to achieve the greenhouse gas
reduction targets for the region if it were implertezl, the project can avoid certain CEQA
review requirements, including the need to assessth-inducing impacts and project specific
or cumulative impacts from cars and light-duty keiaps on global warming. Infill projects that
meet certain criteria are eligible for other foraisCEQA streamlining, up to and including total
exemption from CEQA. These provisions, as wellhasrtpotential effectiveness, are discussed
in more detail later in the report.
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lll. Implementation Challenges

SB 375 builds on strengths of California’s planngygtem and recent planning innovations. In
particular, it builds on the innovative regionaliéprint process, which has galvanized regional
problem-solving capacity. Through the blueprintg state’s MPOs have pioneered many
regional smart growth techniques, such as funnelamgpetitive grants and loans to localities
that provide supportive land uses for transit espam and conditioning the provision of new
transit funds on supportive local land uses.

SB 375 retains the governance framework that uresetthe blueprint model, so it makes use of
the same capacity for innovation and consensustibgil However, the blueprint governance
model also has some inherent weaknesses when @sctanproducing plans with a strong
regional focus, weaknesses that can be expectaer$cst under SB 375.

In the state’s planning framework, most MPOs calaavith Councils of Governments (COGS).
COG/MPOs act as an interface between local govantsrand state and federal programs and
have no independent authority as such. COG/MPO§aerned by representatives of local
governments and sometimes other entities suclaasitdistricts, and are not directly
accountable to voters. Governing boards of theela@OG/MPOs generally operate on a
combination of population and one-government, oote-bases.

This structure maintains broad local governmenti~hi for regional decision-making;
COG/MPOs must devise policies that gain broad sugpom member local governments. To
implement SB 375, COG/MPOs must convince membe lgavernments that adopting local
policies with regional benefits is in their seltenest. In relation to land use, COG/MPOs have
no actual authority; they can only influence Iggalicy by providing incentives from their own
resources, or through peer pressure or technisetasce.

The voluntary, collaborative COG/MPO governancadtire has long made it difficult to
develop plans and programs with a strong regioystems focus. The governing structure can
foster a “lowest common denominator” approach tecgmaking, steering away from
controversial policies that could create winnerd lsers among local government members.
COG/MPOs face a structural incentive to allocatedfies or mandates equally across
jurisdictions (sometimes called the “peanut bugigproach”) (Innes and Gruber, 2001;
Speaker's Commission on Regionalism, 2002).

Compact development, such as is encouraged by SBhas been contentious in some blueprint
processes. To resolve conflicts, some MPOs havediéed” projected housing growth to other
regions, assuming that the growth will occur owgdiae region rather than devising strategies to
accommodate it within the region. Many MPOs disttérewards and incentives broadly among
participating jurisdictiond? Although this practice helps to maintain “buy-iit,tan also

dissipate the effectiveness of strategies thatarlgoncentrating resources. An independent
review of transit strategies in the San Diego regamnducted by a panel of experts, concluded
that the effectiveness of the MPQO’s smart growtnpis diluted by the effort to apply smart

12 For more about the history of blueprint developtramd implementation, see Barbour and Teitz (2006).
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growth principles too broadly. A more effectiveasigy might be to focus smart growth
incentives in areas where a more immediate effmalidcbe realized” (Wilbur Smith Associates,
2006, p. ES-4).

The MPO role is further constrained by funding fafas that tend to reinforce the county role in
transportation programming. MPOs’ main source dfauity is their control over allocation of
Regional Transportation Improvement Program (RTulRYs, the state’s main program for
transportation capital expansion in urban regidmslocating RTIP funds is central to SB 375,
because RTIP projects and dollars represent mutitedéverage in SB 375 for inducing more
sustainable development patterns. MPOs selectpiatasion capital investment projects for
funding in the RTIP based on regional and locainties, as defined in their long-range
(20+year) regional transportation plans (RTPshitrquality non-attainment areas (which
comprise most of the state), MPOs complete RTPs fonir-year cycle.

According to an established formula, funds for R¥dP are geographically divided by a “north-
south split” and then further divided into counhases based on a statutory formula based on
population and highway lane-miles. Further compincpdecision-making are governance
provisions that “sub-allocate” programming authptd county agencies in a few regions,
including the Los Angeles area. Another relatedeags that in urban areas, county transportation
planning agencies are required to prepare bie@uagestion Management Plans, which tend to
influence outcomes in terms of RTIP funding priest The result is that, like MPO/COG
governance arrangements, the transportation furgdisigm also can make it harder to produce
plans with a regional focus, especially in multitnty regions. (These issues and their
implications are considered in more detail latethie report.)

SB 375 is likely to be prone to similar weaknesaseblueprint planning, because it retains the
same governance model. As it stands, the incentindsr SB 375 for local government
participation in SCS development may be too wedkdace substantial changes in behavior.
MPOs can direct their transportation funds to relyarisdictions that provide supportive land
uses, but they also face strong incentives toiige their resources more broadly. The main
new incentive supplied through SB 375 to inducecality to promote infill development is to
obtain regulatory streamlining under CEQA. Howeveat option depends on a locality
choosing to make use of the CEQA streamlining. Mangdictions and developers may not feel
inclined to do so, especially if they face oppasitirom residents. (These issues are also
considered in more detail later in the report.)

13 The state Transportation Improvement Program (SiBIB)e state’s main program for transportationtehp
expansion. Since passage of Senate Bill 45 in 1B®percent of STIP funds have been allocatedetdréegional
Transportation Improvement Program (RTIP) to funoigrts in the state’s urban areas — projects chbge¢he
state’s 48 Regional Transportation Planning Agen(RTPAs). The remaining 25 percent of funds asigiaited
for the Interregional Transportation Improvemerad?am (ITIP) to fund projects chosen by Caltranspimgrams
outside urban areas. Authorized through specificslation, designated RTPAs usually coincide withagea’s
council (or association) of governments, and/ooanty transportation commission. In the state’sropatlitan
areas, RTPAs also tend to coincide with MPOs. RT@AKRTPA/MPOSs) select transportation capital itirent
projects for funding in the RTIP based on regiqérities, as defined in their 20-year regionalhsportation plans
(RTPs). Projects are selected from a large poplajects proposed by cities, counties, and tragghcies. The
RTPAs then submit their respective lists to theifGalia Transportation Commission for approval. TBEC can
either adopt or reject an individual RTIP in itgierty, but cannot delete or add specific projettsyether, the 48
regional proposals form the statewide RTIP.
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SB 375 provides no additional resources, in thefof state funds, to cover planning costs or to
reward localities that choose to adopt policiehwégional benefits but local costs. Those costs,
which can be substantial, include costs for buddirfrastructure to support infill development,
addressing service needs of new residents, anésgidg localized impacts such as increased
traffic congestion. Thus, SB 375 does little t@atturrent governance arrangements or to
provide new funds or other incentives that coulossantially boost infill development.

SB 375 Depends on State Support to Work

The governance model of SB 375 requires strong stgtport to work effectively. The law
depends fundamentally on local government particpan developing plans and policies to
support state and regional objectives, and the gimternment sets the framework of fiscal and
regulatory policies in which local governments m#kase choices. If state policies work to
support SB 375, then its collaborative governanodehcan work as a means for coordinating
state and local priorities and preferences. Howef/state programs and policies do not provide
sufficient support or counteract SB 375 objectithen there is little reason to expect local
governments to develop ambitious SCSs through tROMOG framework.

Furthermore, the state government has many mooeness than MPOs to incentivize land use
choices that support SB 375, whereas MPOs areelintd using the transportation dollars over
which they have authority. If MPOs direct thosedsitoward rewarding local jurisdictions for
land uses supporting SB 375, they will have fewads available for other transportation-
related projects and maintenance of existing itrfuature.

It is important to recognize that, given the stauetof regional decision-making in California,
SB 375 cannot work optimally unless the state gawent provides strong support. Some state
policies and programs do currently work to pron®®B375 objectives. One example is a set of
new programs funded through Proposition 1C, a $Bilibn state housing bond passed by
voters in 2006. The $300 million Transit-OrienteeMelopment Program, funded through
Proposition 1C, provides low interest “gap” finamgifor rental housing development projects,
as well as mortgage assistance, for affordableihgusithin ¥ mile radius of transit stations.
The $850 million Infill Infrastructure Grant Prognaalso funded through Prop 1C, supports the
construction and rehabilitation of infrastructuoe higher-density affordable and mixed-income
housing development in infill areas. Both prograaresadministered by the state’s Department
of Housing and Community Development.

Prop 1C programs represent the first time thatf@alia has put substantial resources behind a
policy to support infill development. In fact, thbeemise for the programs was devised by the
MPOs themselves, some of which have been provslich incentive grants to localities since
the early 2000s. However, it is difficult for MP@sdirect substantial amounts of transportation
funding toward land use-related programs and pt®jec

Many other state programs send a different messageProp 1C, however; they do not work to
support SB 375 objectives. An example is PropasitiB, a $20 billion transportation bond
passed by voters along with Proposition 1C. PrajposiB directs only $4 billion, or 20% of its
total funds, to transit expansion. The legislasubsequently exempted all projects funded
through Proposition 1B from conformity with SB 3M8ore recently, substantial state budget
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cuts to transit have further undermined SB 375aihjes. Approximately $1 billion of
transportation funding was diverted in the 2009%tHe budget to relieve the deficit in the state’s
General Fund (MTC, 2009). Given that SB 375 rebiegransportation investment as leverage
for achieving success, these state actions sengdmsignals to local governments about how
strongly the state endorses the SB 375 procesesélissues are considered in more detail later
in the report).

Recent funding cuts to cities, counties, transgrages, and redevelopment districts exacerbate
more long-standing fiscal limitations faced by #hegencies and local governments. Many state
fiscal policies work against SB 375 objectivespénticular, fiscal policies for local governments
discourage infill and housing development. SinagpBsition 13 was passed in 1978, local
governments’ ability to raise property tax reverube traditional mainstay of local government
finance — has been limited. In addition to cuttimgperty taxes substantially, Prop 13 also
mandated a two-thirds vote in both state legistatisuses to approve state tax increases and a
two-thirds local popular vote for local special@éaXwhich were not defined). In 1996, voters
passed Proposition 218, which established thatniajmter approval is required to impose or
increase any local tax for general purposes, aoetiwvds voter approval is required for taxes
designated for special purpogés.

Local governments have responded to these fiso@hlions by maximizing revenue sources
over which they retain contrdl.Community-wide taxes and services, traditionadlyized
mainly through property taxes, have declined asaaesof city finance® The cost of city
services has become increasingly “internalizedsebleon a “user pays” principle. Such
financing may be efficient economically if serviaem be treated independently. However, as
community-wide taxing power declines, community-&viteeds such as shared infrastructure
become harder to address. This challenge direffdgta opportunities for supporting infill
development, which often requires rehabilitatiorolof or heavily burdened public facilities.

Fiscal constraint affects local government choatasut land use and development in other ways
as well. As land use choices became increasingdgdfized” (scrutinized with an eye to budget
impacts), one consequence is that city governnstragngly favor retail development over
housing and industry—Iland uses generally lesstabieay their way” in terms of the cost of
services (Lewis and Barbour, 1999; Coleman, 200f&)es compete to attract retail development
and associated sales tax revenue, which in Cai#asrallocated to the jurisdiction in which the
sale occurred.

Another land use impact has been to transfer ths @j infrastructure for new development
onto the development itself. Local officials carpimse fees and exactions on developers and

14 Vote requirements for property assessments amepserelated fees and charges also were spechiied.
benefit assessments must meet extensive requirsiizgrdetermining proportionate benefits and wedghtoting
according to benefit.

13 n particular, cities became more aggressive atmpbsing user charges and fees. Revenue from ebamy fees
increased by 162 percent in California cities frb®72 to 2002, faster than for California countied aities in the
rest of the nation (Barbour, 2007). Per capitameegrom benefit assessments in California neaslybted from
1987 to 2002, reaching a level more than twiceigis &s in the rest of the U.S.

16 Before Prop 13, most community-wide discretiona@yenue came from two sources—property and sates.ta
These sources declined from 39 percent of citymegan 1972 to 29 percent in 2002 (Barbour, 2007).
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create community facilities districté These techniques facilitate development in “gries”
more than “infill” areas, because fees imposed@m development do not require voter
approval, and because they are easier to coordimatan already built-up areas. Moreover,
infrastructure needs in developed areas are oftee expensive to address than in greenfield
areas.

Conclusions

In many respects, SB 375 represents a bold new@t&}alifornia. It aims to achieve a
challenging policy objective, namely to reorienvel@pment planning to help reduce
greenhouse gas emissions substantially. Thisestlikning a huge ship around, because many
aspects of the current planning and developmermgss(including some mentioned above)
facilitate low-density, car-dependent developmastead.

However, in its methods for accomplishing this g&B 375 represents merely an evolution in
planning practice in California. It retains the damental elements of the existing planning
system, while also strengthening coordination betwaajor regional planning programs — the
RTP and RHNA processes — and aligning CEQA morgetyato support regional planning
objectives.

On its own, it is unclear that SB 375 can turnghg around. The voluntary governance model
of SB 375 contains strengths and weaknesses, wiigtt its collaborative approach. On the
one hand, collaborative governance makes SB 37é&eahvehicle for developing consensus
across state, regional, and local lines in articudenew development priorities. On the other
hand, the collaborative framework means that tipgpart structure of state policies surrounding
SB 375 is critical to determining success. If thtaticture is weak, or even worse, counter-
productive, then SB 375 simply cannot be expeaieal/ercome those obstacles.

Some state policies and programs — Propositiomlgaiticular — have moved California toward
fully supporting SB 375. However, Prop 1C is notoagoing program, and too many state
policies work in a different direction. Until théase government takes further action to support
SB 375, it is not clear that this promising newragh can achieve its goals.

In the next sections, this report will discuss sty state government can take to strengthen the
SB 375 support system. Some of these policies requore concerted action by the state
government in terms of directing its own resouraed programs toward SB 375 objectives.
However, other policy options would empower regiand localities to address those objectives
themselves with more appropriate tools.

71n 1982, the state authorized “Mello-Roos” finamgi Within designated areas, two-thirds of the r&ter
landowners representing two-thirds of the land acea issue debt for capital improvements, and taxgs to pay

for it. In practice, governments often work withvepers to establish such districts for new negghbods
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I\VV. A Proposed Policy Framework to Support SB 375

To ensure successful implementation of SB 375;amgtframework of policies and programs
should be established at the state, regional,@al levels, to support its goals. This section
outlines the key elements of such a policy framéwand considers the state government’s role
in coordination and monitoring of growth managenaiicies and programs.

Elements of an Effective Framework

Effective implementation of SB 375 will require paés and programs that:
* Encourage efficient land use and transportation,
» Keep housing affordable for a range of incomes,
» Conserve and manage natural resource areas, while
» Respecting local preferences, differences, andviaimmns.

This set of policy goals reflects the “three E’$'sastainable development — to strengthen and
enhance equity, the economy (through efficientuesmuse), and environmental quality
simultaneously. A policy framework to accomplisistihould establish:

* Clear goals

» Clear means to achieve these goals

» Coordination with other related policies

* Maintenance of implementation flexibility

* Adequate funding

* Clear enforcement measures

» Clear means of evaluating and monitoring goals

These policy elements conform to lessons from naticesearch on policy elements necessary
for effective growth management (Ingram et al, 2a@@&ruthers, 2002; Porter et al, 2005;
Binger et. al, 2008).

Policy Goals

The policy framework outlined above starts with tbguirement for setting clear goals. Does
California have clear policy goals and objectivepliace for implementing SB 375? AB 32
establishes a strong policy mandate, with quabtdigoals for reducing greenhouse gas
emissions. However, it has not yet been translatedclear policy objectives for land use and
transportation. SB 375 was passed to help takestbpt it establishes the process for developing
GHG reduction targets, under AB 32, for land use taansportation, and it also establishes an
ongoing regional planning process to achieve them.

However, while SB 375 calls for a coordinated plagrprocess, it does not specify explicit
transportation or land use objectives to achieeeGH G targets. This flexibility is a potential
strength of SB 375, in that it allows for stategiomal, and local innovation in meeting the AB
32 targets. However, lack of clear policy objectiver land use and transportation could also
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hinder SB 375 implementation. MPOs utilize perfoncestandards in developing RTPs, but
their methods vary. For its part, the state goveminhas not developed and applied a systematic
performance management framework for growth andstment policy to align with SB 375.

Until its objectives are operationalized into meable performance standards, it will be hard for
the state to know whether its policy measures workchieve the goals.

In fact, California does have a law in place thstiblishes policy guidance for growth
management, which could be used to develop cledjectives for land use and transportation
policy under SB 375. Assembly Bill (AB) 857 (Wiggin2002) established an over-arching set
of plannlng priorities to guide state policymakimated to land development:
To promote infill development and equity by rehahilng, maintaining, and improving
existing infrastructure, particularly in undersehageas, and to preserve cultural and
historic resources;
To protect, preserve, and enhance environmentahgncultural resources, including
working landscapes, natural lands, recreation lasas other open spaces; and
To encourage efficient development patterns by emgthat new infrastructure supports
development that uses land efficiently, is buileadnt to existing developed areas, is in
an area planned for growth, is served by adequateportation and other essential
utilities and services, and minimizes ongoing ctstaxpayers.

AB 857 requireshatstate entities’ functional plans, as well as ssgfency infrastructure
requests, demonstrate consistency with these plgmmiorities. Consistency must also be
demonstrated through the state’s five-year infuastre plan, which the administration has been
required to prepare annually since 2092B 857 also requires that the Governor’s
Environmental Goals and Policy Report (EGPR) bessbent with the planning priorities. The
EGPR, required by state law since 1971, is intenidguatovide a 20- to 30-year policy
framework for state growth and development, anguide state expenditures.

Together, AB 857, the EGPR, and the five-year stftecture plan could provide an effective
integrated framework for land use and resourcernpt@nand policy. However, implementation
has not been systematic (Dowall and Reid, 2008pRuR008; LUSCAT, 2008). Although the
Schwarzenegger administration has prepared they&ae plans, it is not clear how they work to
achieve AB 857 goals. The priorities have not begerationalized into systematic standards or
mandates. The EGPR has been prepared only twinee-in 1978 by Governor Edmund
“Gerry” Brown’s administration, and again in 2008der Governor Gray Davis.

Policy Objectives and Standards

Translating the goals of AB 857 into clear, openadil objectives for land use, housing, and
transportation policy could help achieve SB 375levhlso ensuring that state infrastructure and
growth policy is more consistent, coordinated, affitient. To support SB 375, the state could
establish (and/or support regional agencies aral gmvernments that establish) quantifiable
performance standards for achieving the following:
* Reducing VMT-related greenhouse gas emissions gihréand use, housing, and
transportation investment.

18 The plan describes infrastructure needed by aggacies and schools, and proposes funding fditiesi
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* Ensuring the provision of adequate housing, inclgdiffordable housing, especially near
transit.

» Protecting and expanding natural resource areasen space in metropolitan regions.

How might these standards be operationalized? répisrt discusses some options in depth in its
specific high-priority recommendations, which fellahis chapter. Developing a VMT reduction
standard will be especially important for use atnbgional level, for example in evaluating
SCSs. That is because there is currently no méahan place to ensure that greenhouse gas
reductions in SCSs derive from actions that workettuce VMT. If SCSs do not work to reduce
VMT, then a critical tool for reducing transportatirelated GHGs will remain weak.

A quantifiable affordable housing standard mighthbkbeessary for local governments or regions
in relation to RHNA requirements in order to evadudneir SB 375 achievements. One way this
might be accomplished is by developing a new stahttameasure (and then reward) actual
production of RHNA-imposed targets for new housahglifferent income levels. The report
discusses this option in the recommendations sectio

Natural resources standards might include detengiwhether local governments or regions
have designated areas off-limits to developmentiwvhalign with state-regulated environmental
plans such as multi-species habitat, watershed geament, and stormwater plans, and requiring
that localities and regions (through MPOs) parat&in development of, and contribute to long-
term implementation and funding for, mitigationqdathat apply to the jurisdictional territory in
guestion.

How could such standards be developed and utiliZég?standards might be developed by an
independent board similar to the Regional Targelgigory Committee now tasked with
recommending to CARB how to set the MPO GHG reductargets under SB 375. This
independent board might report to a state oversigtitcoordinating body, such as the Strategic
Growth Council (SGC), which could take on the resgpbility of overseeing a more coordinated
approach to state growth management policy andranogy The SGC was established in 2008 to
promote “sustainable communities,” and consisthefSecretaries of relevant state agencies.
The standards themselves could be administereldebgdpropriate agencies (for example,
Caltrans and the California Transportation Commis$CTC) for transportation standards, the
Department of Housing and Community Developmentir RHNA standards, and the
Natural Resources Agency for resources standards.

Potential uses for the standards include:
* Determining how the state invests its own moneghsas transportation, housing, and
natural resource bond dollars.
» Determining which localities are rewarded with goren priority for) state and regional
grants and loans.

¥ The SGC consists of the Secretaries of the follgveigencies: Resources; CalEPA; Business, Trarmsjoortand
Housing (BTH); and Health and Human Services. Agnother duties, the Council has been directedeatity
programs that may be coordinated to: improve airaater quality; improve natural resource protettiacrease
the availability of affordable housing; improverisportation; meet the goals of AB 32; encouragtasuable land
use planning, and; revitalize urban and commuretyters in a sustainable manner. In addition, th€ 8Gasked
with recommending policies and investment stratetpeencourage the development of sustainable caoritiesi
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* Communicating with MPOs regarding their standaras$ measures for implementing SB
375.

Coordination and Monitoring

Coordination and monitoring are two other key eleta®f this proposed policy framework.

Better coordination and monitoring is needed egtigcat the state level, where these aspects of
growth policy have been particularly weak. To addrinese concerns, the CSC proposes that an
inter-agency body, such as the Strategic GrowtCib(SGC), be empowered to oversee and
coordinate state policies to achieve the goalsradlin this report. The SGC could be assisted
by an independent board authorized to help sebprénce targets (similar to the Regional
Targets Advisory Committee).

The SGC could also implement and oversee an ongystgm for monitoring performance of
relevant policies and programs. This might inclpedodic assessments of needs and progress in
key policy areas. The development of SCSs and ARS&sdes an invaluable opportunity for the
state to consider what resources and policiesbeilhecessary to achieve sustainability goals. A
state process is needed to collate and summagzegonal results to inform Californians about
what it will take for the state to live up to iténcate policy goals and other sustainability
objectives. Finally, the SGC should also consiaeeta-scale” growth issues that extend beyond
regional boundaries — issues relating to overghlaots on state resources, for example, or to
inter-regional needs and relationships. As the'staegions grow ever more inter-connected
within “mega-regional” frameworks, such cross-jditsional perspectives will be essential.

Conclusion

California needs a more coordinated approach atttite level to managing growth policy. Too
many policies work to counteract SB 375 objectiag] to-date there has been too little effort at
the state level to change that. The next sectidheofeport completes the picture by setting out a
series of individual but related high-priority axts to strengthen SB 375, within the parameters
of the framework discussed above. Some of the rew@mdations emphasize action at the state
level, while others call for empowering regions dmehlities to address SB 375 on their own.
Ultimately, all these approaches are necessarytrenidroad state-level coordinating framework
presented in this section provides a means forrgmgsthat such policies work in tandem.
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V. Specific Policy Actions to Strengthen SB 375

In this section, the CSC presents ten high-priaegommendations for strengthening SB 375.
These are intended to work together in a mutualppsrtive fashion. Some approaches
emphasize action at the state level, while othalidar empowering regions and localities to
address SB 375 with more appropriate tools. Gitxerohgoing budget crisis at the state level,
actions to empower regions and localities may dffermost immediate promise. Ultimately,
however, all these approaches are important irtingea strong policy support system to assure
that the objectives of SB 375 are achieved.

Strategies

The high-priority recommendations presented in tbport advance the following general
strategies:

Provide stable, ongoing funding for transit, tré&sasiented development, affordable
housing, and protection of natural resource areas;

Provide stable, ongoing funding needed to plarststainable development;
Designate desirable areas in urban regions fositrarpansion and transit-oriented
development (“priority development areas”), andigiegte areas in urban regions that
should be off-limits to development (“priority carsation areas”);

Allocate resources to the above-mentioned areas;

Utilize quantifiable performance measures to evalaad reward desirable outcomes,
and allow for flexibility in accomplishing thesetoomes;

Provide funding incentives and disincentives (reisand penalties) that encourage
efficient development and put a price on “sprawl”;

Expand regional, and local fiscal capacity contirigen funds being used to support SB
375 objectives;

Do this in a manner that does not unfairly burdee group of Californians
disproportionate to the benefits they receive, thiat respects differences in local
geographies, economies, and lifestyles.

One of these strategies requires further explamatithe designation of “priority development
areas” (PDAs) and “priority conservation areas” fBL Some MPOs have already adopted this
approach — designating PDAs and PCAs for their 88r875-related programs and activities.
Many of our recommendations rely on this methoddgermining how (and where) resources
should be directed. To apply this method statewtitke state might establish general parameters
for designating such areas, and then MPOs couidrge them within their regions.

Outcomes

The recommendations for action are intended tagtarout the following outcomes:

1) Support the “three legs” of SB 375

21



The strategies proposed here seeks to strengthierea-legged” stool supporting SB 375,
namely to support protection and management ofralateisource areas, efficient use of
transportation and land, and housing affordabiliscch of these legs must be strong and sturdy
for SB 375 to succeed. The recommended policy metieould work to ensure this in a variety
of ways, starting with the state government idgmtd standards, programs, and policies for
directing its own resources toward these ends.pbiieies would also empower regions and
localities to accomplish SB 375 themselves. Inipaldr, they would expand regional and local
financing tools for achieving SB 375-related ohijezs.

2) Get the “prices right” for efficient transportation and land uses

Many of the recommended policy actions would waether to ensure that governments and
individual consumers face prices that more acclyra¢dlect the full social and environmental
costs of development, housing, and transportatimices. As it stands, many current state
policies work to render low-density, car-dependdxntelopment and transport easier and cheaper
to build and purchase than more compact, energgiait options. Government policies that
promote less efficient development and transp@rtcaunter-productive economically as well as
environmentally, because they make the state’s@ungr{and its regional economies) less
productive and efficient than they could be. Tharefthe package of high-priority actions aims
to establish new pricing signals that reward efficiy.

Pricing policies have consequences for social ggaitd the following policy proposals attempt
to address those consequences. Policies whichyshaipk prices on common activities (such as
driving alone) can be onerous if they are not cedplith programs that make suitable
alternatives available. Therefore, the recommemubidy actions seek to honor a basic principle
of sound “demand management” — to direct revenisedgrom new pricing policies toward
provision of effective alternatives.

3) Promote the development of vibrant “transit villages” and “transit corridors.”

Many of the report’'s recommendations would workettbhgr to help enable regions and localities
to develop “transit villages” and “transit corriddas vibrant, livable neighborhoods that
provide not only efficient housing and transportiops, but also rich public amenities such as
schools, libraries, and parks. The proposed palisieuld enhance the capacity of MPOs and
localities to expand transit, transit-oriented depment, and amenities in a mutually supportive,
iterative fashion. Some recommendations providaniing options for localities to “capture
value” from the potential profits that transit @ifjes and corridors can provide. Other measures
would direct more state and regional resourcesegulatory relief to support transit expansion
and supportive land uses.
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Recommendation 1: Direct state and regional transportation funds to
regions, priority development areas, and localiied achieve “smart mobility”
performance targets and provide transit-suppolémd uses.

Summary:

Transportation funding is central to SB 375 implaemé&on. However, many recent state funding
choices have not been geared to promote SB 3756tolgie. If California does not direct its
transportation resources toward achieving the gufa®B 375, then the law effectively becomes
an unfunded mandate. MPOs cannot be expected ievadie goals of SB 375 if they lack the
means to do so. The state can address this prdiyiem

* Prioritizing state transportation expenditures|uding grants to localities, for projects
that meet smart growth criteria or conform to SG6APSs.

* Empowering MPOs to make similar choices to fundguts that provide enduring
reductions in VMT and meet other smart growth dateTo accomplish this, more funds
could be allocated directly to MPOs, rather tharitentraditional bases of “county
shares” or “local shares,” with the stipulationtttiey be used for projects determined to
be effective for helping achieve SB 375 goals.

* Promoting strategies which link funding for traresxpansion to local commitments to
establish transit-supportive land uses.

State Transportation Funding Has Not Supported SB 3 75 Objectives

In recent years California has failed to direch#f@ortation resources to support SB 375
objectives. About two-thirds of California’s statansportation revenues are currently spent on
construction, rehabilitation, and repair of highw#&yAO, 2007). To the degree that SB 375
implementation depends on transit investment toeseat, the current balance of state funds in
favor of roadways over transit needs to change.

The priority placed by the state on funding roadsvayer transit does not just reflect
expenditures on maintenance of an aging highwagsydut also the state’s capital expansion
choices” In particular, recent transportation bonds haveléd highways, streets, and roads
over transif® In 2006, state voters passed Proposition 1B, whiokided $19.9 billion in bond
funding for transportation programs — one of thestrsubstantial boosts to transportation

0 california’s ongoing program for transportatiompital expansion is called the State Transportdtigprovement
Program (STIP). The 2006 STIP plan, covering théopdgrom 2006 through 2011, provided about $5IBdpi for
capital improvements — 65 percent for highways raradis, 29 percent for transit, and 6 percent ogportation
enhancements (including roadway beautification lzingcle and pedestrian facilities) (LAO, 2007).

% More than half of the bond funds ($11.3 billion56%) was targeted for capital improvements teestighways
and local roads to reduce congestion. Another Bllian (16%) was targeted for goods movement iowements
to highways, rail, and ports, and related air quathprovements. The remainder ($1.5 billion, or)##&s targeted
for safety and security improvements for bridged, transit, and ports (LAO, 2007).
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funding in California in recent years. Howevernasntioned above, only 20% of the funds were
targeted for transit capital improvements.

The state legislature recently adopted explicitsuess to exempt Prop 1B funding, still mid-
stream and underway, from SB 375, and gave couaties years in which to propose
discretionary sales tax measures for transportatimposes that do not conform to SB 375.
Given the long time horizon for funding most traoidption projects (and the marginal amount
of new funding available to initiatgewprojects in any given long-term investment plaing,
exemptions — especially for Prop 1B funding — miat most transportation funds in the state
will be spent for pre-SB 375 priority projects fotong time to come.

Recent state budget cuts to transit programs oohgen the problem. In recent years, the
legislature has diverted substantial shares ofmaxdérom the Public Transportation Account
(PTA) — the main state funding source for trangih €over General Fund costs. Funding for the
State Transit Assistance (STA) program, which sugpangoing transit operations, was
eliminated from the 2009-10 state budget. When éoneal) budget cuts to the STA with other
cuts to public transit funds that normally wouldréagone towards transit capital projects, the
total loss of transit funding statewide during éisgear 2009-10 amounts to $1 billion (MTC,
2009). According to the California Public Transgsdciation (CPTA), this year’s diversions of
transit funding bring the total amount divertedaeneral Fund purposes by the state legislature
over the past decade to more than $5 billion —ifi®min the last two years alone (CPTA,
2009).

Performance Standards Are Needed for “Smart” Mobili ty and Accessibility

In directing its transportation resources towamjquts that support SB 375 objectives, the state
needs a way to determine which transportation ptejare best suited for the purpose. Caltrans,
the state’s department of transportation, has beeng steps to make that possible under a
project called the “Smart Mobility Framework.” Tipsoject is working to design criteria for
evaluating proposed transportation plans and popadhe state, regional, and local levels,
according to “smart” criteria, which will includeedsity, design, configuration, connectivity,
safety, parking strategies, mixtures of land uaeailability of transit, bicycle and pedestrian
infrastructure, and open spaces. The performanesumement tools, as well as related technical
assistance, will be available for use by local segional agencies as well as for Caltrans plans
and projects by early 20£6.

A performance measure for assessing long-term Védilictions from transportation projects
(and related land use and development policies)meagspecially important for Caltrans and

22 |n particular, transportation projects funded byMPO are not required to be consistent with an 8€repared
under SB 375 if they are programmed for fundingpobefore December 31, 2011 and if: (1) they argaioed in
the 2007 or 2009 Federal Statewide Transportatiggrdvement Program and funded under Propositioroi B2)
were specifically listed in a ballot measure ptmDecember 31, 2008 approving a sales tax meé&sure
transportation purposes. In addition, a transpiorisgales tax authority need not change fundirgrations
approved by the voters for categories of transgiortgrojects in a sales tax measure adopted fwibecember 31,
2010. Another exemption — in this case for envirental review — was provided in SB 97 (Dutton, 200 His
measure exempts transportation and flood contajepts funded by the 2006 state bonds (1B andrbif) flobal
warming considerations under CEQA.

2 Interim project reports can be foundhatp://www.dot.ca.gov/hg/tpp/offices/ocp/smf.html
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MPOs to devise. Although SB 375 calls for redudnagpsportation-related greenhouse gas
emissions, it does not explicitly call for doingtboough projects that reduce VMT per se. Some
projects that reduce GHGs in the short term miglvehcounter-productive impacts when
considered over a longer time frame. For example,roeans that MPOs could adopt for
reducing GHGs might be to support projects thaticedraffic congestion, because idling in
rush-hour traffic jams can increase GHG emissiblmsvever, a highway improvement project
that reduces congestion by increasing road capeeitld have a counter-productive long-term
impact, if new drivers are induced to use the egpdiroadway capacity in response.

With a “smart” performance measurement systensatigposal, Caltrans and the California
Transportation Commission (CTC) could then evaludtether state-funded projects help
achieve SB 375 objectives. In order to ensuredtaé transportation funds are directed wisely
toward achieving SB 375 objectives, it will be icat for Caltrans and the CTC to employ such
performance standards in allocating resources.ekample, the “smart” performance standards
could be used as a basis for:

» Determining how to spend state-programmed fundd) as state bond funds;

» Allocating competitive grants and loans to locahti

» Allocating some portion of local streets and roaawls;

» Evaluating MPO/RTPA performance measures appli€ald8/RTPs, and negotiating

with regions to enhance their performance measureoapacity.

Empowering MPO/RTPAs to Implement SB 375

Another means by which the state could strengti2B87% implementation would be to provide
MPOs with greater authority to program investmehéd support SB 375 objectives. As it
stands, the authority of MPOs is limited by a) tlggivernance structure, and b) state funding
allocation formulas.

As noted earlier in this report, the governancecstre of COG/MPOs inhibits their ability to
devise and adopt policies with a strong focus goreal performance outcomes. Particularly in
relation to land use, COG/MPOs have no indepenralgthiority; they are governed by
representatives of local governments and othetiemnguch as transit districts.

The MPO role is further conditioned by state furdiormulas that tend to reinforce their status
as regional “umbrella” organizations, rather thaalding MPOs to adopt concerted regional
policies based on regionally defined performancasyds noted earlier, MPOs’ main source of
authority is their control over allocation of Regab Transportation Improvement Program
(RTIP) funds, the state’s main program for trantgian capital expansion in urban regions.
However, according to a long-established formwlagé for the RTIP are geographically divided
by a “north-south split” in which 60 percent of $Tiunds are allocated to the 13 southern
counties and the remainder to the 45 northern eesinthese funds are further divided into
county shares based on a statutory formula allegatb percent of funds based on population,
and 25 percent based on highway lane-miles. Natiethie formula for allocating county shares
tends to reward those counties that build morevisigls and roads, and it does not direct
spending to those parts of a region that mightdie @ produce the greatest regional benefit
from improved transit or TOD.
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Governance provisions in multi-county areas, as agebtate mandates for county-level
transportation planning priorities further compte#he question of RTIP decision-making. In
the state’s multi-county regions, county transgaitaplanning agencies have been provided a
substantial role in programming projects to be fahd-or example, in the Los Angeles region,
all RTIP funds are “sub-allocated” to county agesdor programming. A related issue is that
county transportation planning agencies are requogrepare a biennial Congestion
Management Plan (county agencies are designaté&bagestion Management Agencies,” or
CMAs, for that purpose¥’

The sub-allocation of RTIP programming authoritygnbined with the congestion reduction
mandate, influences RTIP funding priorities. Théqyopriorities of CMAs do not necessarily
coincide with the goals of SB 375. Reflecting thaaindate to manage congestion, CMAs have
historically been deemed stronger proponents alwag as opposed to transit investment, in
comparison with multi-county MPOs (see e.g. Lewid &prague, 1997). In any case, sub-
allocation requirements mean that county prioritresst be aggregated in RTPs and RTIPs in
multi-county metro areas in the state. The coghre formula can work against MPOs that
seek to target funds for programs and projectsatetegional in scope and cross county lines,
because county-level priorities do not always maggfional-scale priorities.

For these reasons, the state should reevaluatéumals are allocated to MPOs in order to
strengthen the regional role in STIP programmingstRhe state may wish to alter the statutory
formula for county shares, for example, by basifg@rcent of the formula on highway lane
miles and fixed transit lane miles (and possibijwedactor for bus service). Secondly, the state
may decide to allocate a portion of funds to MP®satly, rather than allocating the funds using
the county share formula.

Rewarding Supportive Land Use by Localities

In addition to funding “smart” transportation proige, another way that the state and regions can
strengthen SB 375 implementation is to direct sporéion of transportation funds to localities
that adopt supportive land uses. The state andnsghould establish clear metrics to measure
cities’ and counties’ performance in achieving ldred use goals of an SCS and give greater
weight to these measurements when selecting bartitrand highway projects for inclusion in
an RTP

An assertive version of this approach was pionebyetthe Metropolitan Transportation
Commission (MTC — the Bay Area’s MPO) through remsit-oriented development (TOD)
policy, adopted in 2005. The state government arather MPOs could follow this model.
Under the TOD Policy, MTC conditions allocationdi$cretionary funding for new transit

24 Proposition 111, passed in 1990, instituted a nére per gallon increase in the state gasolinettatxe devoted
to transportation needs in counties, provided ¢hagestion management plans (CMPs) are writtemndset
counties. As implemented by Assembly Bill 1791, garsition 111 required the formation (designatioh) o
congestion management agencies (CMAS) in each gdaving an urban-area population of 50,000 or more
(Lewis, 1997). CMPs, which must be updated everyyears, must include the following elements: &ffle level
of service standards established for a systemgbfdays and roadways designated by the congestioageaent
program agency; b) performance elements regartimgiovement of people and goods; c) program elestibat
promote alternative transportation methods, inclgdiarpools, vanpools, transit, bicycles, and ostrategies, d)
analysis of land use decisions on regional trariapion systems; and e) a seven-year capital impnewt program.
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expansion on supportive local land-use plans atidige. The conditions for MTC’s TOD
Policy apply to the $18 billion in priority trangtojects adopted in 2001 through MTC'’s
Regional Transit Expansion Policy (Resolution 3434TC, 2008). In a related move, in 2005,
MTC adopted the TOD Policy, establishing measur#ahlesportation corridor objectives,
performance criteria, and project evaluation saregariteria for supportive land uses along
each new transportation corridor.

The TOD policy contains three key elements. Fitgstablishes corridor-based performance
measures quantifying minimum levels of housing tlgu@ent around transit. The idea behind
the policy is that transit investments make mosssavhere higher-density land uses surround a
transit station. Affordable housing units earn gp®&@cent bonus in meeting the thresholds.
Second, it requires station area planning for g housing, station access, design standards,
parking and other amenities. This program was fdrate$9.2 million from 2006 through 2009.
The TOD policy is expected to help stimulate thestauction of at least 42,000 new housing
units and boost the region’s overall transit ritiggy over 50 percent by 2035 (ibid). Third, it
calls for the creation of corridor working groups be coordinated by county congestion
management agencies (CMAS), to bring together Igoaérnment staff, transit agencies, and
other stakeholders to help develop the station plae®s to meet the corridor-wide land-use
thresholds. This encourages cooperation and preadme flexibility among participating
jurisdictions in collectively determining how tolaeve overall standards.

MTC’s TOD Policy represents a strategy that char@ts a number of policies described in this
report (e.g. transportation air quality conformjtggmely combining clear performance
objectives with flexible implementation by locaters. In MTC'’s case, the policy does not
impose a strict mandate on local agencies; instgadvides a “carrot large enough to be a
stick.”

Like MTC, other MPOs in the state, including the@aento Area Council of Governments
(SACOG) and the San Diego Association of Governsi@ANDAG), have also pursued
strategies to closely link transit expansion topgupve land uses by local governments along
transit routes. The approach adopted by the dftfDs has been somewhat less prescriptive
than MTC'’s, but the goals are the same — to itegtiplan for expanding transit and TOD along
targeted routes and in targeted zones.
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Recommendation 2: Provide greater state and regional revenue-raising
authority for transportation, contingent on thaseds being used for SB 375
objectives.

Summary:

California’s MPOs cannot implement SB 375 effedyueithout adequate transportation funds
at their disposal. Given steady erosion in the ¢ alithe state’s main funding source for
transportation purposes — the gas tax — and repédatersions by the legislature of
transportation funds to address the ongoing buctigs, measures are needed to increase
revenue for transit.

Certain revenue-raising measures would be espgciatiducive to SB 375 implementation. In
particular, setting higher user fees on driving egagense from a number of angles. Higher user
fees (so-called “pricing policies”) can a) raiseawue for transportation, while b)
simultaneously increasing efficiency by reducingded for driving, and c) providing revenue

to fund transit alternatives, thereby limiting flees’ impact on consumers. These pricing
policies can also be implemented in a fashionghahgthens the MPO role in SB 375
implementation.

Specifically, the state should consider the follogvi
* Increasing the gas tax.
» Instituting a VMT or carbon tax that includes trpogation-related carbon emissions
(regions could be authorized to do the same).
* Enabling regions to adopt congestion pricing (bgj)i policies.
* Making these strategies contingent on revenueghesad for transit and other
alternatives to driving alone.

The Gas Tax: A Declining Revenue Source

In recent years, transportation funding in theeskats been constrained by two major factors.
First, the state government has diverted a coraitiemmount of funding to help balance the
state’s budget. According to the California Lediska Analyst’s Office (LAO) — the state’s non-
partisan budget “watchdog” agency — the ongoin@dion of transportation funds since 2001—
02 has resulted in instability and unpredictabitifyffunding, which has produced project delays,
planning complications, and inefficiencies at Gais (LAO, 2009a). In particular, the LAO

notes that erratic transit funding over recent yées created instability in ongoing programs
and for specific projects (LAO, 2009b). For thesasons, the LAO advocates that the legislature
provide more stable and predictable funding fordtage’s transit programs.

Finding new funding sources for transportation|uding transit, has also become a pressing
concern because the value of the state’s maingoatagion revenue source — the 18 cents state
excise tax on gasoline and diesel, commonly redeireas the “gas tax’— has been eroding over
time. One reason is that gas consumption has @ecéwuery year since 2005. Lower
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consumption, however good for the environment, radke gas tax a less effective revenue
generator. In the future, increasing fuel efficipand a switch to alternatively powered vehicles
could continue to put downward pressure on gasalmsumption and therefore on gas tax
revenues (LAO, 2009a).

Another reason for the declining value of the gasis inflation. The current state gas tax rate
(18 cents per gallon) has been in place since 19i@4e then, inflation has eroded the value of
per gallon gas tax revenues by 29 percent, sd.éhaéents is worth less than 13 cents today (in
constant dollar terms). Between 1991 and 2006¢tmv California’s roads increased by an
estimated 35 percent, but gas tax revenues (irntaoingollar terms) did not increase. As a result,
revenue generated per vehicle-mile traveled dettlioyemore than 20 percent over the period
(LAO, 2007).

Meanwhile, rehabilitation needs for the state’ssmortation facilities have been piling up.
Revenue from gas tax and from truck weight feesbieas insufficient to adequately fund
needed highway maintenance and rehabilitation (L2Z@9a). As rehabilitation needs take an
ever larger share of declining revenues, littliefsover for new transportation projects.
Proposition 1B has provided some one-time addititurading for highway rehabilitation, but it
does not address the long-term mismatch betweemmganaintenance and rehabilitation needs
and declining revenues to pay for these activiiiasl).

To provide an ongoing, stable source of fundinghighway repairs, LAO and some MPOs have
recommended that the legislature increase theagas The legislature also should evaluate new
transportation funding mechanisms as new technesogpme online — technologies which could
permit charging fees to drivers based on the nuroberiles traveled. Mileage-based fees, also
advocated by the LAO and some MPOs, offer an adgenbver gas taxes in that revenues are
not eroded by increasing fuel economy or use efditive fuels. A similar approach is to
impose a carbon tax, which could include transpioraut also be extended to other economic
sectors such as energy usage. The carbon tax appsobeing advocated by the Commission on
the 21st Century Economy, a stakeholder advisaymcreated in 2008 by Governor
Schwarzenegger (Nguyen, 2009). A carbon tax inrdresportation sector would likely take the
form of either the aforementioned gas tax increasee VMT tax (ibid).

In considering how to implement a mileage-basedagyh, California can learn from other
states. The State of Oregon conducted a pilot prodo test a mileage—based fee system, and
determined the program to be a success (Whitty7 2@Q the conclusion of Oregon’s pilot
program, 91 percent of program participants saadl ey would agree to continue paying the
mileage fee in lieu of the gas tax if the prograerevextended statewide (ibid). The pilot study
also determined that privacy rights were substliyntotected, and that costs of implementation
and administration of the tax were low. An addiabbenefit was that the mileage fee could be
integrated with congestion pricing strategies,ewample by adjusting rates for the
electronically-collected mileage fee for time-ofydeavel in specific geographic areas where

% The LAO suggests that certain alternative indexirghods may be preferable to indexing the gasotanlation,
such as indexing it to fuel economy (LAO, 2009a)adldition, the LAO also suggests taxing altermatitels such
as ethanol and natural gas at a comparable rati@ntional motor fuels, if these fuels becomeoaenprevalent
energy source for transportation.

29



congestion prevails. The area pricing strategyia@dph the pilot program produced a 22 percent
decline in driving during peak periods.

Although the Oregon Department of Transportatioended the pilot study to be a success, it
also noted that the general public may not be réadynplementation of mileage charges.
ODOT expects that an extensive outreach effortlélheeded before the motoring public will
accept the charges (ibid, pps. 56-57).

At the same time, raising the gas tax or instigiarVMT tax has some negative consequences
that concern the social justice community. Trantgimn forms a large share of most household
budgets and the impact of price increases wouktafbw-income households
disproportionately. Such households have lessatiscrary income and transportation costs
form a larger share of their household budgetsniiaip, 2006). For this reason, any substantial
increase in the tax should be coupled with stratetp address equity issues. The tax increase
might be rebated to low-income households in a raatirat still retains the efficiency benefits
of a tax, such as by utilizing a method similathte Earned Income Tax Credit, in which
households can receive a rebate as part of theurahmax return.

Another challenge arises in regard to project coattbn. Pricing policies work most effectively
as demand management measures (both in termsciéety and political acceptability) if
alternative mode options are enhanced at the samedhat the price of driving is increased.
Otherwise, the public faces higher prices for awgvibut is still forced to drive because no
alternatives are available. Thus, pricing policreake most sense when coupled with substantial
new provision of transit and other mode alternative

Thus, the benefits of a gas/VMT/carbon tax are maby high, but the political obstacles are
also extremely high. Notwithstanding the obstadlasay be difficult to successfully implement
SB 375 without imposing aggressive new pricingg@es. For example, MTC modeled potential
effects of an aggressive pricing policy, includag0% increase in the gas tax, for its most
recent RTP (MTC, 2008¥. The modeling results indicated that MTC will net &ble to achieve
its GHG reduction goals unless it implements theimy policy along with other strategies, such
as a more aggressive land use strategy to proneotgty near transit.

Congestion Pricing

Another pricing option that the state could promsteongestion pricing, or “tolling.” The state
might adopt enabling legislation to allow regionsuhdertake congestion pricing, contingent on
the funds being used to promote transit alternative

In recent years, there has been a growing pubtiegance of charging tolls for road usage,
particularly when tolls can finance new facilit@soffer congestion relief (LAO, 2009a).
Congestion pricing HOT lanes have already beencaeprrby the legislature in specific

% MTC estimated effects of a carbon or vehicle-mitaseled (VMT) tax that on its own would increake cost of
driving by 20 percent, along with parking surchargé$1 per trip and congestion tolls of 25 cemtsrpile for
freeway driving during peak commute periods. Theglative impact on a typical 11-mile, peak-perianenute
on a congested freeway would be a three-fold irsgréadriving costs.
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corridors in both northern and southern Califoffid.ike a gas tax or VMT tax, congestion
pricing can enhance SB 375 objectives through alguull” approach to managing
transportation demand. More specifically, highecgs for driving alone (or rewards for
carpooling) can help reduce solo driving, whilé tel’enues raised can be invested into
providing transit alternatives.

A legislative bill introduced this year (AB 744, if@o) would authorize MTC’s congestion
pricing program within the nine-county Bay Area.T®l estimates it could generate about $6
billion in net toll revenues over the 25-year pdriMTC, 2008). Specifically, AB 744 would
authorize the Bay Area Toll Authority (BATA) to detep an 800-mile Bay Area Express Lane
Network, impose a fee for use of the network, asdie¢ bonds secured by network revenue.
BATA would finance, construct, and operate the ezprlane network to provide free-flowing
traffic for carpools, buses, and toll payers, usinggestion pricing. Tolls for non-carpools
using the express lanes can be collected elecaibnic

The bill is intended to create a framework for abbiration and partnership in development of
the network. Although BATA is established as thad agency to plan, finance, and manage the
HOT network, the expenditure plans would be devaiiofpom a "bottom up™ process in each
individual travel corridor, led by congestion maeagent agencies.

The bill also defines policy goals for the progréarg. to use revenues for network
improvements, including transit provision, sucht thenefits to corridor travelers are
commensurate with revenues). The provision enalbérgnues to be used for transit is key to
ensuring that this proposal helps achieve SB 3&fsg®therwise (and in any case), the revenue
could just be used to expand highway capacity hod increase VMT and greenhouse gas
emissions. For that reason, the approach wouldrbeger if it mandated that in using HOT lane
revenue, priority be given to projects that redUt&T and GHGs.

2" Existing law authorizes a joint powers authoriiyoperate a value-pricing HOT lane program on tneoSGrade
on State Route 680 in Alameda and Santa Clara @sunthe San Diego Association of Governmentstsis a
authorized to operate a value-pricing and traresietbpment program on no more than two corridothiwiSan
Diego County, and allows HOV lanes to be used a3 HDes. Last year, the legislature also passedestion-
pricing authorizations for Riverside County and 1&oweles County (from AB 744 legislative staff kathalysis).
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Recommendation 3: Encourage parking strategies that promote effiaiset
of land and transportation.

Summary:

Parking strategies are inherently related to trariagon and land use; a decision to drive or not
is directly related to the availability of parkiagjthe destination or origin. Parking strategies
have various benefits in that they (a) can createvarevenue source, while (b) decreasing
demand for driving, and (c) incentivizing more caupdevelopment by reducing the cost of
development (through reducing the need to buil#ipgrspace).

Therefore, the CSC recommends that the state deesctrces and technical assistance to
localities pursuing parking strategies that disagerautomobile use. Resources might include
giving priority for receipt of state grants andngao localities that have enacted parking
management policies which work to support infiigrisit-oriented development, and otherwise
reduce VMT.

Parking Management Is a Critical Transportation/Lan  d Use Strategy

The existence of free and low-cost parking suppfychrs is a direct incentive to drive, thus
contributing to GHG emissions from VMT. Parking ioglhas a substantial influence on land
use and shapes the possibilities for transit-ceaievelopment (TOD). Current parking policy
effectively treats parking as a commodity of littkdue, thereby reducing the cost of driving so
the true cost is not reflected. SB 375 challengesbtion that parking should be provided as a
low-cost or free commodity by linking transportatiand land use planning, calling for efficient
development.

Since municipalities are limited in directly affaqg vehicle travel, land use provides an
excellent opportunity to manage and direct towa@s-automobile use. Parking policies

directly target driving and should therefore haweg-term impacts on VMT reduction.

Reducing parking requirements for new developmiantgxample by setting a parking

maximum, instead of a minimum) supports compadl lase. According to MTC, “establishing
the parking maximum limits the number of spacesnmtes more efficient use of land, enhances
urban form, encourages the use of alternative mqutesides for better pedestrian movement,
and protects air and water qualifiMTC, 2007).

It is important to manage parking requirementsfadlgein transit districts. Parking requirements
commonly imposed on new development projects lyyptanning departments fail to recognize
the lower trip generation rates of transit-oriendedelopment (Arrington and Cervero 2008).
Current parking standards overestimate TOD parkeeds by as much as half. The problem
arises because the data used in developing commealy parking standards are taken from
suburban areas.

Improper parking standards for TODs can prevenD® Project from being built as structured
parking costs at least $25,000 per space, and gruderd parking can cost as much as $45,000
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per space (Ohland and Poticha, 2009). Correctiagtidindards used to establish parking
requirements could produce higher TOD densitiesqdugD%), and lower developer fees (as
much as 50%) (ibid).

Improper parking policies can also harm retail saled increase traffic congestion, thereby
reducing the economic strength of an area. Mabyrhan parking codes require more spaces
than are actually needed, creating pedestrianandly “dead spaces” around buildings by
setting parking supply requirements based on uaageak, holiday periods (Shoup, 2005).

Thus, careful parking management is an importarheht of local economic development.
When more space is dedicated for parking thantisalg needed, and when parking is offered
free-of-charge, the result can be to create higitisdor development, making many housing and
commercial projects financially infeasible (Sen@mmittee on Transportation, 2009). The
cost of land, construction, and maintenance ihigb because the true cost of parking is not
reflected in current parking codes and frameworks.

Overcoming Challenges to Parking Management Strateg  ies

Americans have come to expect low-cost parking,raddcing its supply can provoke
resistance. Various challenges must be overcommatmage parking effectively and gain
community support in the bargain. One challenge mitigate indirect effects of shortages of
car parking, such as parking “spillover” into nganeighborhoods if parking is restricted.

In addition, concerns from developers and businasgers will need to be addressed. While
some developers may support lower parking requingsnigecause they can reduce construction
costs, others may worry about reducing a buildimgésket value or rental income stream
Business owners may worry that reducing parkingywéke them less competitive. However,
transit-oriented housing and business districts theaye if parking policies encourage
pedestrian activity. Therefore, careful studiesusthde undertaken when determining parking
needs in infill areas; in many cases, such stuatiesikely to indicate that lowering parking
requirements will enhance the local economy as asepirovide environmental benefits.

A Menu of Parking Policies

Localities may want to combine various parking ngg@ment policies. One of the simplest
options is to establish a residential parking peprogram. This allows a locality to create a new
revenue source and to establish a more realissicfopparking. Another useful strategy is
shared parking; utilizing the same parking spacdlififerent land uses at different times
increases the efficiency of land use, which caraanh the financial feasibility of compact
projects. Parking requirements also can be redunceahnjunction with transportation demand
management programs.

Unbundling, or separating, parking costs from depelent and rent costs is another effective

way to control parking demand that can also paaiptincrease profits for business owners and

developers. Currently, the price of parking isd&d in rent or purchase costs, obscuring

parking’s true cost to drivers. But if renter/owrests for housing and parking were separated,

many occupants of a given building might opt oupafking. Unbundling of parking pricing

may also benefit business owners, developers, @msliners. Businesses bear the cost of “free
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parking,” which they either pass onto customergay themselves. In some cases, unbundled
parking may provide a competitive advantage.

Parking strategies also can form an important carapbof coordinated strategies to develop a
full-fledged “transit corridor” or transit villagéIn this approach, parking management might be
coordinated with transit expansion. Fees geneffab@d parking revenue might be specifically
directed toward investment for future transit. T$tistegy can help overcome concerns from
neighborhood residents about losing mobility opgidhfunds are borrowed up front, localities
can invest in the transit infrastructure needesufgport the population when parking restrictions
are put into place.

Finally, to gain local business support for parkmgnagement, a portion of revenues generated
from parking polices could be directed to improtreats and public spaces. This would directly
benefit businesses while also enhancing the nerplolod’s amenities for the general public
(Shoup, 2005).

Models for Parking Management

Across the nation, states, regions, and citiesnapementing innovative parking management
programs from which California’s policy makers atelelopers can learn. Boulder, Colorado,
for example, uses revenue from downtown parkingemsdb pay for free bus passes for business
employees. The strategy has freed up about 85Gblaparking spaces for customers in the
district. This example combines direct investmarttansit with the use of fees to benefit the
district in which the pricing policy is implemented

Several cities and regions have adjusted theiripgrequirements to support compact
development. Portland, Oregon, for example, hststited maximums instead of minimums in
the central city, as well as shared parking andgsbaring. Arlington County, Virginia, imposed
maximum parking requirements based on distance Matno stations, where the lowest ratio
goes to properties closest to the stations (EPB6R0

The cities of Wilton Manors, Florida, and Long Blea€alifornia, are working with private
companies to assist in parking management goal&lotida, the city teamed with a private
development company to create a new zoning overtagh exempted the developer from
standard parking requirements by allowing shareHipag in off-site public parking structures.
Similarly, a developer in Long Beach worked witle thty to assess parking demand and modify
parking requirements by allowing hotel and retishare available parking. Combining shared
parking with in lieu fees made the project finafigifeasible (ibid).

Washington State and New Mexico have recognizekimgpolicies as incentives for SB375-
like planning. Washington’'s 2008 ComprehensivenPé&commends parking disincentives as an
approach to reduce VMT (Hogan, 2008)ew Mexico identifies parking requirements in zanin
codes as a key strategy to promote smart growthrethece GHG emissions (ibid).
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Recommendation 4: Provide more funding options to support infrastuuet
and infill development.

Summary:

A central goal of SB 375 is to reduce GHGs from VEWlinking transportation and land use
practices. On the ground, that often translatesamieed for more compact “infill” development
accessible to transit. Infill development may beeaironmentally friendly, efficient land use
strategy, but cost barriers can be substantidbfml governments and developers. The success
of SB 375 depends on the ability of local governtag¢a encourage compact, mixed-use
development. However, localities have few resoutaesrectly support infill development,
especially infrastructure costs. In order to adsltbss concern, the state should:

» Direct, ongoing funding for infrastructure and ihflevelopment to projects located in
regionally designated priority development area$\ahere the locality has achieved
RHNA performance targets at the time of funding.

* Place a constitutional amendment on the ballobweet the voter threshold for passage of
local and/or regional infrastructure bonds for SB-3elated purposes (as defined by the
regional SCS or APS).

» Expand tax increment financing (TIF) options fartsit-oriented development, transit,
and infill, to support comprehensive transit vidagnd corridor strategies.

Local Governments Face Substantial Barriers in Deve  loping Infill

The financial barriers to implementing an effectingll strategy range from the cost of updating
century-old sewer lines to finding adequate furdisuild and maintain affordable housing units
in gentrifying neighborhoods. Building infill oftemposes substantial costs on local
governments and developers, including costs totepatging or overtaxed infrastructure and
costs for assembling complex land parcels, alkigimborhoods where current residents may
raise substantial concerns about the impact ofdewelopment. Add to that the fiscal
constraints imposed on local governments by vaoiiéatives such as Proposition 13, and it is no
wonder that many local governments find it diffictd accommodate much infill.

By contrast, development in “greenfields” at thgedf urban regions is often more cost-
effective for developers and local governments,reliieere are fewer restrictions on
developments, fewer neighbors to object to the lopweent, fewer logistical concerns during
construction, and the infrastructure is more modaerih can be planned and funded more easily.
The cost of new infrastructure to support developinne greenfields can often be imposed on the
development itself, in the form of developer feegxactions, some portion of which then get
translated into higher housing costs for new reggleBy contrast, the cost for replacing an
aging sewer line down the main street of a builtitpis less easy to impose on new
development. Furthermore, current residents may ddahe idea of paying new taxes to bring
new development into the neighborhood.
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Another infill-related cost is for building and méaining affordable housing units. Transit-
oriented development (TOD) is now gaining marketesgb, and SB 375 will help increase
demand for TOD through strategies such as trarparesion. Cities run the risk of allowing
gentrification in neighborhoods near transit tcprout lower-income families. For this reason,
measures are needed to help ensure that compadittoriented neighborhoods remain
affordable to a mix of families.

While many of these costs of infill development experienced locally, many benefits of infill
development are experienced primarily at the stateregional scale, in the form of lower costs
for investment in large-scale infrastructure likghways and transit systems, and lower
environmental costs such as for air pollution, gherise gas emissions, and loss of open space.
This imbalance between local costs and regionatfitermakes it imperative for the state and
regions to support localities that take on inféveglopment.

The State and Regions Should Provide More Fundingt o Support Infill

The state’s four largest MPOs have developed ininev@arograms to reward localities that build
infill development — programs which provide a mofielthe state government and other MPOs
to emulate. In 1998, the MTC launched its Transgimm for Livable Communities (TLC)

Capital and Planning Program. This program supmanmsmunity-based transportation projects
that connect transportation investments with sugppyotand uses. In 2001, MTC also established
the innovative Housing Incentive Program (HIP)dward communities that promote high-
density housing near transit with transportatidatesl capital funding. Other MPOs have
followed suit with similar programs.

These MPO programs have seeded many valuable mdped they remain constrained because
MPO funding is generally restricted for transpodiarelated purposes and current
transportation needs are substantial. In 2006f@aia took a major step toward increasing its
support for infill development and related infrastiure when voters passed Proposition 1C, a
$2.85 billion bond for housing-related programopPtC funded the Infill Infrastructure Grant
Program at $850 million, to support the constructnd rehabilitation of infrastructure for
higher-density, affordable and mixed-income housimigfill areas?® Prop 1C also funded the
Transit-Oriented Development Program, at $300 amillito provide low interest “gap” financing
for rental housing development projects, as wethastgage assistance, for affordable housing
within ¥4 mile radius of transit statioh3Both programs are administered by the state’s
Department of Housing and Community DevelopmentDiC

2 Grants from the Infill Infrastructure Grant (II®ogram have ranged from $250,000 to $20 millidme T
following criteria are used for selection: projeeadiness, housing affordability, density, proxinand access to
transit, parks, employment centers, and consistaiittya regional blueprint or similar regional gribmplan. The
criteria also specify parking maximums and theafsfeinds for roads, transit linkage facilities, gmeblestrian and
bike facilities. By the end of 2008, the IIG Prograad awarded $340 million for 9,893 newly constdar
rehabilitated rental units (HCD Cumulative PropiositLlC Bond Awards through December 31, 2008).

29 By the end of 2008, the TOD program had awardetb $iillion for 3,629 new and 297 rehabbed unitiiib
Developments must have a minimum of 50 units aitdr@ for approval include estimates of how muoé t
proposed project will increase transit ridershig aminimize automobile trips. Other criteria includlee extent to
which the development serves moderate and beloveratelincome levels, if it includes transit-suppertand use
(services in the area that would encourage walkexdgank, church, community service center), diitdoromotes
economic efficient parking policies.
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Unfortunately, the success of HCD’s Propositionpt@grams could potentially be short lived if
a permanent funding source is not secured. A pegntaource of funding for programs that
support infill development, especially for infrastture and affordable housing, should be a
priority for the state. One example of this typesofirce is a 2007 legislative bill (AB 239),
which would have authorized Contra Costa and Sated/@ounties to charge a $25 real estate
recording fee to fund affordable housing withinitliespective jurisdictions.

To ensure the success of SB 375, the projectsebaive HCD funding and other state resources
should be consistent with that region’s SCS or ARSmaximize effectiveness, the state should
also reward localities that have achieved their RHj@als and prioritize funding awards for
projects in regionally identified priority develogmt areas. (See this report’'s RHNA
recommendation for a proposal to establish a prilmutased RHNA compliance standard.)

In order to increase public acceptance of infégwing an ongoing source of funding for the
Infill Incentive Program may be especially impottarhrough such a program, the state can
reward localities that encourage infill developmendl help them avoid incurring local costs to
provide regional benefits. By securing funds fowrfacilities and amenities, local governments
may be able to demonstrate to neighborhood resideat they too will benefit by endorsing
new infill development.

Empowering Regions and Localities to Fund Infrastru cture and Infill

As noted above, there is no permanent state furstingce for infill development. Given the
state’s budget crises, a new source of state-faneing may be hard to secure soon. For this
reason, the CSC recommends that greater regioddbeal authority also be granted to provide
SB 375-related infrastructure. In California, a #thrds vote is necessary to approve special
taxes to pay for local infrastructure bonds. Caitifa is one of only eight states to impose this
sort of “super-majority” requirement on local gesesbligation bonds (Hanak, 2009).

A constitutional amendment could be placed on #ibto lower the voter threshold to 55
percent for approving bonds for infrastructure dedmonsistent with an SCS. This would
increase the likelihood of passage of such bonlstantially, and thus motivate more infill
development projects and proposaleters indicated they could support this sort oaswee
when they passed Proposition 39 in 2002, lowelegvbter threshold for passing local school
bonds from 66 to 55 percent. Approval of local siamnds shot up dramatically afterward
(Hanak, 2009).

This approach could also be regionalized, theretectly strengthening SCS or APS strategies
and MPOs, by passing a constitutional amendmenttbald enable regions to develop unified
capital expenditure plans that conform to their €8PS, which would be funded through a
region-wide tax levy that would require only a S¥gent vote for passage (Speaker’s
Commission on Regionalism, 2003). This approachlavba similar to the process now in place
for “self-help” county sales taxes for transpodatpurposes. Through this process, nineteen
counties have placed transportation measures doelleg and gained voter approval for sales
tax increases to fund specified packages of trategjpan improvement projects. Our proposal
would result in similar measures being placed goreal ballots, but they could be adopted at a
lower passage rate, and could fund all the elen@ntdrastructure needed to implement SCS or
APSs, not just transportation.
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Tax Increment Financing and SB 375

Tax Increment Financing (TIF) provides another rodtfor regions and localities to increase
infrastructure funds. TIF is a structure by whiobdl agencies in California are authorized to
capture the incremental property tax increases fitewelopment in a designated area. This tool
has been used in two ways in California: througtevelopment and through Infrastructure
Financing Districts (IFDs). In the case of redepet@nt, after a local area is designated as
“blighted,” a local redevelopment agency may kelétha tax increment generated through
improvements to the area, after depositing a mimnofi20% of the TIF revenues into a low and
moderate income housing fund, and passing throGgh & the tax increment generated from
the area to affected taxing agencies (those lamarmment agencies that would otherwise
receive taxes from the area).

Infrastructure Financing Districts were authorizeugh the Infrastructure Financing District
Act (SB 308), passed in 1990. As opposed to redeweént districts, IFDs can be created by
cities and counties without the finding of blightlowever, an IFD only captures that portion of
the tax increment attributable to the city (or ciyuior an unincorporated area) itself and not that
portion that goes to the county, schools, and spddtricts in the region unless such entities
agree to forego their shares. Upon receiving tvashvoter approval in an IFD, bonds may be
issued for projects including highways, transitievaystems, sewer projects, flood control,
child care facilities, libraries, parks, and salidste facilities. IFDs cannot overlap with
redevelopment areas. In 2008, a legislative biB (836, Feuer) proposed eliminating the two-
thirds vote requirements and permitting the lodsl @ouncil or board supervisors to create the
districts for public transit facilities.

TIF strategies sometimes raise concerns among dorgpgecal governments and also among
social justice advocates. Questions may arise abdatr distribution of property tax increment
to the applicable taxing agencies. The public agsneho would otherwise gain revenue from
increased taxes generated in redevelopment aredefiato find funding elsewhere, even though
they may be expected to increase services in tweymevitalized districts (Bise, 2009).
Furthermore, housing set-aside funds can be useadftodable housing anywhere in the city
and not only in the redevelopment area (HCD, 20883entially, the provision of affordable
housing resulting from TIF revenue in only one kima— the redevelopment district — can be
exported from the area to a completely differemt phthe city, thereby displacing residents
without rebuilding affordable housing for the origl occupants of the area in question. This
provision raises concern among some social juatis®ecates.

The CSC proposes designating land within a halémablius of transit stations as potential TIF
areas so that TIF could be used without the peramss all the applicable taxing agencies (a
requirement of an IFD). With the exception of tleeliety government because of their social
service responsibilities to the region, the proptak rates would be frozen at the time of the TIF
formation and revenues would be paid to all peniinaxing agencies at that level, similar to the
current process in redevelopment areas.

In order to offset any displacement, 30% of thaltdtF revenue should be set aside for an

Affordable Housing Trust to be used within the Bifea. The remaining funds could then be

used to finance transit and other infrastructureromements. In addition, based on a model
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implemented in Chicago, a TIF Neighborhood Invesinteind and a Small Business
Investment Fund might be created with a portiothefremaining TIF revenues. Small business
owners and residents of the TIF area would hawxtaccess to these funds which would
provide them with small grants to make improveméatheir property (NCBG, 2003).

A few recent legislative bills have modified theafisit Village concept; they would provide
similar methods for attaining the same goals. Tran3it Village Act of 1994 provided financial
incentives for cities and counties to plan morernse mixed-use development within a quarter
mile radius of rail stations - thereby establishingnsit Villages. In 2005, SB 521 aimed to
expand a transit village area to include the anglainva mile radius from a station and redefine
areas rich in transit but with a lack of high dénsievelopment as “blighted.” Another bill (AB
338, Ma) would expand the maximum size of a travidége development district from a
quarter mile to a half mile radius and allow ito® designated an IFD. Cities and counties with
transit village plans would be allowed to issuedm(repaid by TIF revenues), without voter
approval, to improve and develop the infrastrucheeessary for the plan to succeed. TIF
funded housing development in transit villages widwdve to be 20 percent affordable with
income and age restrictions in place.

A Model for Transit Village and Transit Corridor St rategies

By combining TIF for transit expansion with TIF feupportive land uses, local governments
and regions can leverage the mutual benefits fransit and TOD, and “capture value” from the
economic potential in these areas. An exampleisfstinategy is the meteoric development of a
neighborhood in downtown Portland, Oregon, knowthasPear! District. The district, a 90-
block mixed-use area, is now one of Portland’sdsbtheighborhoods (Cervero et al. 2004;
Reconnecting America and CTOD 2007). The dissictdevelopment was based on
construction of Portland’s new Downtown Streetgatam, which opened in 2001. The
construction of the streetcar was based on cacefuidination of TOD and transit strategies.

The city used creative, mostly local funding appfes to finance streetcar construction. For
example, the city increased parking charges andiiseied bonds backed by future parking
revenues, raising $28.5 million. This strategyplelto discourage driving while also building a
transit alternative (ibid). The city also leveradatire developer profits to raise funds. The
planned streetcar made higher-density developnessilple, with lower parking ratios, enabling
developers to earn higher profits. The city legedhprivate sector contributions on that basis;
property owners along the alignment agreed to fadotal improvement district, which added
$10 million for streetcar construction. Tax incemhfinancing contributed another $7.5 million,
and another $11 was raised from a mix of otherifumdources (ibid).

The Pearl District provides a model for Californegions and localities. It shows that concerted
efforts to leverage multiple strategies can achféfteoff” for a vibrant new transit district. The
Pearl District also shows that a TOD-transit stygtean be successful economically, even as it
also produces environmental benefits.
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Recommendation 5: Enforce Regional Housing Needs Assessment
(RHNA) requirements and redesign RHNA into a perfance-based approach.

Summary:

SB 375 links local housing policy directly to regad transportation planning by aligning
schedules for the regional transportation plan (RirBcess and the Regional Housing Needs
Assessment (RHNA) process, and requiring that kespbe consistent. These requirements will
help promote planning coordination and more comgagelopment. However, they also raise
concerns about gentrification in transit-rich ndigthoods. In coming years, as SB 375 policies
start to work in tandem with growing market demémdransit-oriented housing, lower-income
families may find themselves out-priced from tlyige of housing. Steps will be needed to help
ensure that affordable units are built and maieiespecially near transit.

For this reason, the CSC recommends that the sttategthen RHNA enforcement by:
» Imposing financial sanctions for non-compliance.
» Distributinga list of sites state-wide with overdue zoning.
» Taking legal action against late-to-rezone cities.

Furthermore, the team recommends that the statd Bgslities in preparing housing elements
that conform closely to SCSs. In addition, theestatd/or regions should provide performance-
based rewards for actual production of affordabiésiuhrough:

» Priority access to state loans, grants, and suiovsntand

» Access to funds from a regional commercial linkizge

RHNA under SB 375 and the Threat of Gentrification

Until passage of SB 375, the state’s main progrant®ordinate regional long-range plans for
transportation and housing — the RTP and RHNA @mee®— were not directly connected. SB
375 aligns RTPs with RHNA by coordinating their sdbles in each regiofi,and by requiring
that they be consistent. To help promote more cabgevelopment and ensure regional “jobs-
housing balance,” SB 375 also requires that SCS#ifg areas within the region sufficient to
house the entire projected population and workfofd@e region over the planning period.

These requirements will help promote better plagmoordination and more compact
development. However, a potential casualty in tiew process is the state’s traditional approach
to “fair share” housing allocations. Through theRprocess, COG/MPOs allocate to each
locality its “fair share” of the region’s projectédusing need, broken down by affordability
categories. Local governments are then requireghtiate General Plans and zoning to
accommodate their targets.

% The RHNA timeline is extended to match the RTPeyit is extended from five years to eight yearsir quality
non-attainment areas; MPQOs complete RTPs on ayfearrcycle in these areas).
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Under SB 375, some jurisdictions will be askedateeton more housing than they would have in
the past, and others less. Specifically, to supgmripact growth strategies, it is likely that
central cities will be asked to accommodate a lasbare of the region’s housing growth, and
many outlying (often wealthier) suburban commusitiell be asked to take on less. This shift in
approach could weaken the “fair share” goal of pyong income de-segregation.

These concerns about gentrification might seem lagsg. After all, communities receiving
larger housing targets under SB 375 will still bguired to accommodate all income categories.
There is cause for concern about gentrificationeni8B 375, however, due to the way that fair
share provisions are applied. In practice, fairsl@come requirements have been implemented
through density requirements (so-called “Mullin siéies”) as a proxy for affordability. This
approach operates on the assumption that more @bpmpalti-unit housing is likely to be more
affordable. SB 375 calls this logic into questidhe SCS process is intended to encourage
higher densities in general, for all income levElstthermore, market trends are expected to
align with policy efforts under SB 375 in promotingpre transit-oriented multi-unit housing
production than in the past. Market demand forsitaoriented development is on the rs@nd
demand is predicted to grow even more in comingsyas a result of demographic trends
favoring smaller and older households (Ewing e2@08; MTC 2006).

As SB 375 works to buttress the growing demanddonpact housing, cities run the risk of
allowing neighborhoods near transit to gentrify anide out lower-income families. That would
mean lower-income families lose the affordabilignkfit of lower-cost transportation options in
areas near transit. Transit is cheaper than drivingaverage, and households near transit spend
less on transportation than oth& ét the same time, losing low-income housing neamdit

would also mean a loss of transport efficiency dose lower-income individuals are more likely
than others to use tranditTherefore, locating affordable housing near treinsosts ridership

and revenues and maximizes transit benefits frord.TO

In combination, these factors suggest that theotidensity standards as a proxy for affordable
housing levels may not be tenable under SB 37%dtaly because TOD is now gaining market
appeal, other measures may be needed to help éhatimmpact, transit-oriented
neighborhoods remain affordable to a mix of farsiliather than allowing gentrification to
occur. These measures are needed not only to adeljagy concerns, but also for the sake of
emissions reduction strategies.

31 Multi-family building permits dropped precipitoystiuring the 1990s as a share of all building peini
California, from 37% in 1990 to 19% in 1995. Afteat, they began to rise steadily, reaching 29%084.
Between 2004 and 2007, they increased much moo&lguto 39%. Source: Author’s calculation from a&tom
the Construction Industry Research Board.

32 Low-density, car-dependent development transkitestly into higher housing and transportationtsdsr
consumers. Households in low-density communigesl to own more cars and drive longer distances. C
ownership, in turn, is most families’ biggest trpodation expense, averaging $5,873 per car eamhbgfore gas
and repairs (AAA 2009)Low-density neighborhoods also tend to have lesssxcto transit, and this affects
household costs because using transit is genefadigper than driving. According to the AmericablRuTransit
Assaociation, San Francisco residents who use traage $11,682 annually on average, compared igergs who
drive, based on today’s gas prices and the avenaggserved parking rate (Williams and Miller 2009).

33 While 67% of California workers with earnings b&l$35,000 drive alone to work, 80% of other workeosso.
Source: Author’s calculation from data from Americaommunity Survey 2005-2007 3-Year Estimates.
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To address these concerns and ensure that an &elseqpaly of affordable housing is provided
under SB 375, the CSC recommends a series of adtiastrengthen RHNA compliance. The
actions start by strengthening enforcement of mgRHNA requirements, but then extend
further, calling for a closer link between RHNA a88Ss, and for rewards to be provided for
actual production of affordable units, rather tinaerely enforcing zoning requirements.

Strengthening RHNA Compliance

RHNA non-compliance has been common (Lewis, 200@ny localities have failed to keep
their housing elements up-to-date or to rezonegeifit land to accommodate the housing units
specified under RHNA. SB 375 strengthens RHNA rexquents, including enforcement
provisions, but there is reason to question whetieprovisions will be effective.

Under SB 375, local governments will be assignedt dRHNA targets at the same time as
adoption of the region’s RTP. After a six-mongpaal period, the COG will issue final RHNA
targets to all cities and counties. Local govemisevill then have an additional 12 months to
adopt a revised housing element that identifiegjaae sites to accommodate the RHNA or
commits to a rezoning program to address any sibtifthe locality’s housing element does
not identify adequate sites for housing foriatlome levels, the locality is required to complete
rezoning within three years of the adoption ofle& housing element. SB 375 includes two
main new enforcement provisions to ensure thatg¢hening takes place:

* “Builder's Remedy:” If a local government does omplete the rezoning required
under SB 375, significant restrictions are placedrat government’s ability to
disapprove or condition a housing project in whattheast 49 percent of units are
designated for lower-income households. A develgoparbuild on any site identified for
residential development in the locality’s housitgngent, as long as the development
meets the element’s specified density and develapstandards. The local government
must allow the development to proceed unless dlsfithat the development will have a
“specific, adverse impact upon the public healtisafety.” If the jurisdiction illegally
denies or conditions the development, any intedgséety may sue, and a court can order
compliance.

» “Citywide Remedy:” Any interested party can suetonpel a locality to complete
rezoning required for RHNA compliance under SB 3% local government will have
the burden of proving its action was legal, anddbert can impose sanctions.

These new sanctions for non-compliance depend amerested party initiating a lawsuit
against a non-compliant jurisdiction. Developersd(ather interested parties) may be unwilling
to spend resources or to antagonize a city by sakiag such an action. Another sanction
already in place for non-compliance stipulates tiwat-compliant localities are ineligible for
certain affordable housing programs. However, allbcuninterested in providing affordable
housing may not feel this constraint (Lewis, 2003).

For these reasons, the CSC recommends strengtreamogons for RHNA non-compliance.
The state might accomplish this by:
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a. Imposing financial sanctions for non-compliance.

The state could impose financial penalties on ibealthat do not obtain HCD certification of
their housing elements for two successive round®HA updates. The sanctions might include
ineligibility for certain state transportation fusydneligibility for other desirable state funds, o
fines. Linking receipt of state transportation dadlto RHNA compliance would strengthen the
transportation-land use nexus under SB 375.

b. Directing HCD to distribute list of sites with overdue zoning.

This proposed strategy would seek to encourageigppsoduction by making use of the two
new avenues introduced by SB 375 through whick<itan be forced to rezone land. HCD
would monitor whether localities complete rezonoogsistent with their housing elements. If a
locality failed to complete the required rezonitiggathe allotted three-year period had elapsed,
HCD would then add every site that the city hatethto rezone to a list of all such sites
statewide. HCD would regularly distribute the tistfor-profit and nonprofit developers and
affordable housing advocates statewide, who cdwdd take advantage of the increased power,
under SB 375, to permit needed housing on thess. sit

c. Directing the State Attorney General to sueesitnd counties with inadequate affordable
housing sites, especially those containing a paldidy extensive portion of the SCS
development pattern.

This proposed strategy calls for the state itsather than other interested parties, to sue non-
compliant jurisdictions. The state could direct H@Dwork with the Attorney General’s office

to inform delinquent municipalities that their howgelement rezoning program is inadequate or
overdue and that they face legal action. If nooacis then taken, the Attorney General could be
directed to sue the noncompliant jurisdiction tonpel it to undertake the necessary rezoning.

Linking RHNA More Closely to SCSs

The CSC recommends that the state direct COG/MB@srtew draft housing elements not only
for RHNA compliance, but also for close consistenith the SCS or APS. Furthermore, HCD
and COG/MPOs should offer localities additionaht@cal assistance in housing element
development to ensure that housing elements coeifffectively to the SCS and thereby help
reduce GHG emissions.

Rewarding Production of Needed Housing

Many observers contend that the RHNA system igang¥e, inefficient, and overly cumbersome.
Through the requirements for localities to prodogasing elements and comply with RHNA, state
housing law focuses on process (preparation adrd plot on performance (increasing the supply
and affordability of housing). The RHNA system ighly contentious, yet provides no assurance
that stipulated targets for additional new housinigs will actually be met. Providing rewards to
localities that actually produce housing, especedllordable housing, could help shift the system
toward one based on performance rather than proaleshmpliance.

Local governments do not actually build most hogisimor can they control many aspects of the
housing market that influence production by privat@onprofit developers and builders; they are
only responsible for setting up a regulatory systtesh can promote housing. Nevertheless, cities
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can and do choose to adopt policies and progracigating housing production, and they should
be rewarded when they do. Cities and countiesueage housing in two basic ways: through
adoption of local land use and development ordiesititat encourage residential development and
affordable units, and through energetic seekingevetaging of public subsidies for developments
that include affordable units. Communities carvauated and rewarded for how successfully
they perform these critical tasks.

To implement this approach, HCD and/or COG/MPOsimgyaluate and reward communities
based on their housing production in compliancé te SCS, especially of affordable units, over
the term of RHNA compliance. Performance might leasured using a graduated standard, such as
by applying the following categories:

1. Communities that satisfactorily meet the housingdsedetermination goals,

2. Communities that do not meet the goals, but nesfedl can document good performance

relative to similar communities in the region (abgegion),
3. Communities that neither meet the targets, nooparivell relative to others.

Communities that either satisfactorily meet thews$ing performance goals, or perform well
relative to the regional average, could be rewardesimunities that don't meet their performance
goals might be subjected to stricter housing elemesmew by HCD or, in extreme circumstances,
sanctioned in terms of their access to state fignaliocations. Incentives could be tiered based on
the level of compliance and could include prioraging for allocation of competitive state and
regional grants, loans and subventions.

A few recent state housing programs adopted tiusoagph. For example, the Workforce Housing
Reward Program, funded through Proposition 46,qeh852002, provided financial incentives
to cities and counties that issued building perfioitsrew housing affordable to very low or low-
income households. The awards could be used falatapsets such as traffic improvements,
neighborhood parks, bike paths, or school facditie

An ongoing, more systematic version of this sogiraigram at the state and/or regional level is
needed. Such a program could: a) address condaasgentrification, b) link RHNA compliance
more closely to SCSs, and c) help establish marparation and less conflict in applying state
housing law. One example of how this might be agasined would be to establish a regional

fund for purposes directly related to implement8@Ss, such as for providing transportation
improvements and other capital assets. Funds dmuélvarded to cities and counties that clearly
demonstrate that they are taking actions (beyoadnihg) to accommodate their fair share of
units, particularly affordable units. The fund abile financed through a regional impact fee on
commercial development in job-heavy, housing-paeas (this idea from Lewis, 2003).
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Recommendation 6: Modify state property tax laws that encourage
localities to base land use decisions on poterdgi@nues that can be generated
(a.k.a. “fiscalization of land use”.

Summary:

In California, fiscally constrained local governnenften make land use choices based on the
amount of revenue they can obtain. The stresbt@irorevenue has led to intense “fiscalization
of land use,” leading many localities to favor “ligx” and other commercial developments
which bring in significant sales tax. In ordempt@duce more compact and efficient housing
development as called for under SB 375, localitesd more support from the state to overcome
barriers related to fiscalization of land use.

In other sections of this report, strategies aes@nted to create new revenue sources for regions
and localities to use for SB 375 purposes. Theseragenue sources should help reduce
pressure on localities to prioritize sales-genegatand uses. In this section, the report disaisse
a set of “revenue-neutral” fiscal measures thasthge and regions can adopt to reduce the
tendency of localities to “chase” sales tax revemeher than enabling jurisdictions to raise

new revenue, these policies aim to increase l@ti@ce on property taxes instead of sales
taxes, and provide other means to reduce intragiational competition for sales tax revenue.

These actions include:
» Instituting a strategy where localities receivae@ater share of property taxes.
* Promoting revenue sharing agreements among l@&salitia region for SB 375-related
purposes.

Fiscal Obstacles and Constraints

The state’s fiscal policies and tax structure dussprovide adequate incentives for cities and
counties to develop in infill sites, create multifisy affordable housing, or limit sprawl. Instead,
the fiscal system that local governments operatieutends to work against SB 375 objectives
in some important ways.

As noted earlier in the report, Proposition 13 atiter voter initiatives have limited local
governments’ ability to raise property tax reverube traditional mainstay of local government
finance. Local governments have responded by maxignrevenue sources over which they
retain control, in particular, increasing user gegrand fees. As a result, community-wide taxes
and services, traditionally derived mainly throymgbperty taxes, have declined as a share of city
finance, and shared infrastructure has become her@eldress. This helps explain why
localities find it difficult to build infrastructw needed to support infill.

As land use choices have become increasingly ffimad” city governments have strongly
favored retail development over housing and ingustnd they have competed with one another
to attract retail uses to their jurisdictions. Litx@s have also tended to transfer the costs of
infrastructure for new development onto the develept itself, as local officials can impose fees
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and exactions on new development without seekimgnapproval. This technique tends to
facilitate development in “greenfields” areas mittran “infill” development.

Compounding the problem of fiscal constraint fardlities has been fiscal unpredictability
resulting from revenue shifts by the state govemmmedertaken to help address ongoing budget
deficits. This year’s state budget agreement, Xangle, allows for diversion of up to $2.05
billion in redevelopment agency property tax revenin 2009-10 and 2010-11, and it borrows
another $1.94 billion in local government fundsttimast be repaid by 2013 (California Budget
Project, 2009).

Fiscalization Challenges

Without financial incentives to develop infill hang, cities have prioritized retail uses and
expended resources to “chase” retail, rather thanking cooperatively to identify and support
land uses with the most regional benefits. Howensghycing the fiscalization of land use poses
challenges. Currently, local sales taxes are awlandea “situs” basis, to the locality in which the
sale occurred. Given current fiscal constraintgjlitbe difficult to reduce localities’ relianceno

the retail sector, and many localities can be ebgaeio resist giving up associated revenue. This
challenge points to the importance of creating fomal revenue streams, as well as of adopting
measures to reduce competition among localitiesdarce resources.

Given the state’s budget woes, finding new statelifuy sources to support balanced
development and planning will be difficult. Howeyeegions and localities need to receive
incentives in return for implementing compact depehent. These must come from new or
reorganized revenue sources, rather than fromiegistate funds, since current sources are
scarce.

Overcoming Fiscal Challenges

It is critical that new funding streams and recguafed current streams be permanently ingrained
in our state’s system. Furthermore, funds shoaldttategically allocated to infill and priority
development areas. One method to overcome fisti@miz barriers is allowing a greater portion
of local property taxes to be allocated to citied aounties in exchange for returning sales taxes
to the state. Alternately, sales taxes might bectitd to counties, in exchange for a larger share
of property taxes going to cities. A modificatiohtlois option would be to allocate only growth

in these taxes above an existing baseline accotditige new system. Still another option would
be to increase the share localities receive froopgnty taxes from all residential development.
This increase in share would come from the schablare of property tax and the state would
compensate the schools.

It makes sense to redirect property taxes to digesuse cities are and should be — especially
under SB 375 — responsible for encouraging housntgeasing city property tax revenue and
simultaneously decreasing their dependency on tsatesould encourage cities to plan for and
approve needed housingurthermore, property taxes are a more stable esdigtable form of
revenue than sales taxes which tend to fluctuaatkyrfrom year to year (Speaker’s
Commission on Regionalism, 2002).
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By providing incentives to increase residential@lepment and fewer incentives to chase retail,
the region’s housing needs could be better additeasel resources currently being allocated to
“chasing retail” could be put to better use. Sagrogram should be careful to not place a
burden on roads, public safety, and infrastruchyréaking away the major funding source for a
jurisdiction that currently relies on economic deypenent through a large retail sector. An
approach that guarantees that cities and courtie®tlose any previous level of revenue would
restructure the existing system to align more ¢josth SB 375 goals.

Another, more direct way to strengthen regionahpiag would be to “regionalize” some

portion of existing revenue. This approach, catltenue sharing, would not raise new funds,
but rather pool a portion of the growth in certeemenue to address regional needs. For example,
regional revenue sharing of sales taxes (or someppwould have the added benefit of
reducing the incentive to compete for the develamtimastead allowing the benefits of retail and
commercial success to be reaped by all particigajovernmental units. To design this regional
approach, communities might enter into regional gacts with neighboring local governmental
units, with the goal of achieving greater efficigmae delivering public services.

Regional revenue sharing has been successfullyemmgaited in various states including Maine,
Massachusetts, Minnesota, and New York. Amongth@ntages cited, this strategy has been
attributed with helping improve the quality of thegyional labor force by leveling the playing
field for low-income communities’ access to basicial services (NAIOP, 2008).
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Recommendation 7:  Provide additional CEQA streamlining for projects
within priority development areas designated inaegl SCSs, and also provide
funding mechanisms to assist local governmentsmagcting plan-level CEQA
review.

Summary:

Regulatory streamlining under the California Enaireental Quality Act (CEQA) is one
incentive the state can provide to encourage lgoaernments and developers to build more
infill housing and participate in regional plannisiyategies under SB 375. For this reason, SB
375 includes CEQA streamlining provisions to enagercompliance; however, the provisions
may not be enough to induce substantial new idéllelopment. For that reason, the CSC
recommends that CEQA streamlining provisions beaegpd and supported by:

* Amending CEQA to stipulate that if an adequate {dael review is conducted for a
“priority development area” designated under an 8€CAPS, and a specific plan for
development is prepared within one of these atbas, projects conforming to the
provisions of these plans would be classified asgpexempt from further review.

* Providing funding mechanisms to assist local gowemnts and regional agencies in
conducting plan-level CEQA review as a basis feririg local projects that conform to
the plans.

CEQA Streamlining under SB 375

SB 375 currently includes two types of CEQA streaamd. The broadest incentive is provided
for projects that are deemed consistent with aorediSCS or APS that the California Air
Resources Board agrees is sufficient to achievgrdenhouse gas reduction targets for the
region if it were implemented. In those casesastiaing is provided by “front-loading” some
CEQA review requirements based on the CEQA assegsatteady conducted for the SCS or
APS. For a project deemed consistent with the SGE&, the lead agency is not required to
reference, describe, or discuss growth-inducingrenmental impacts, project specific
cumulative impacts, or a reduced residential dergiernative®

The other type of CEQA streamlining included in & provides for reduced review for
Transportation Priority Projects (TPPs). TPPs, Whilso must be consistent with the SCS or
APS, must meet three requirements: (1) contaiaast|50% residential use; commercial use, if
any, must have floor area ratio (FAR) of not |demnt0.75; (2) have a minimum net density of

% More specifically, a residential or mixed-use pmjwhich is consistent with the general use design, density,
building intensity, and applicable policies speidfifor the project area in an SCS (or APS, if firgduced) is not
required to reference, describe, or discuss (Wiranducing impacts; or (2) project specific omuwlative impacts
from cars and light-duty truck trips on global wammor the regional transportation network if threjpct
incorporates the mitigation measures required bypgticable prior environmental document. In additan EIR
prepared for this type of project is not requiredeference, describe, or discuss a reduced remtdansity
alternative to address the effects of car anditghy truck trips generated by the project (Higgi2@809).
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20 units per acre; and (3) be located within oné+hde of a major transit stop or high quality
transit corridor included in an RTP (Higgins, 2009)

TPPs may obtain three types of streamlining un@e8%b:

* A TPP is totally exempt from CEQA if it compliestia long list of criteria.

A TPP that does not qualify for a complete exemmptitay nevertheless qualify for a
“sustainable communities environmental assessn{&QEA) if the project has conformed to
mitigation requirements from prior applicable eovimental impact reports. An SCEA is
similar to a “negative declaration” under CEQA ihieh the lead agency may determine that
all potentially significant effects have been idied, analyzed and mitigated to a level of
insignificance, and thereby avoid conducting furtfexiew>°

» SB 375 also authorizes the adoption of traffic gaition measures for transit priority
projects, and stipulates that a TPP does not reeednply with any additional mitigation
measures for traffic impacts if such measures haes adopted (Higgins, 2009).

CEQA Incentives under SB 375 May Not Be Enough

CEQA relief provided under SB 375 is optional, @nd not clear that the incentives are
adequate to induce substantially more infill or T@&elopment. In particular, the exemptions
provided for specific TPPs may be insufficientiduce much new infill. The definition of a
TPP under SB 375 is narrow; a long list of stipolas must be met before a project can be
designated as a TPP, including that it contaimmarte than 200 residential units, that it can be
served by existing utilities, that buildings arédmore energy efficient than required under
state law and use 25% less water than the regameabge, and that it provides either 5 acres or
more of open space per 1,000 residents or 20% g fz moderate income residents, 10%
housing for low income residents, or 5% for veny imcome (or in-lieu fees sufficient to
develop the equivalent number of units).

It may be the case that few development projectdadvameet the TPP standard. Either way, local
agencies and developers must chdogake up the exemption. As noted earlier in tport,
research indicates that fewer than 15% of devesojpek up prior exemptions for infill projects
provided under state law (Elkind and Stone, 2088)375 relaxes the existing exemptions
somewhat, for example by expanding from 100 totR@humber of allowable units.
Furthermore, SB 375 does address one obstaclenthahave prevented take-up in the past —
legal exposure (Collin, 1993). By applying the “stamtial evidence” standard rather than the
“fair argument” standard for initiating review aflssequent project effects under an SCEA, SB

% There are a few significant differences betweeS@gA and a standard negative declaration: 1) cativel
effects of the project that have been addressednétighted in prior environmental impacts need bbetreated as
cumulatively considerable; 2) growth-inducing imisaef the project are not required to be referendedcribed or
discussed; and 3) project specific or cumulativpaots from cars and light duty truck trips on glolvarming or
the regional transportation network need not beregfced, described, or discussed. FurthermoreC&EASs
reviewed under the “substantial evidence” standaitth the intent being to eliminate the “fair argent” test for
identifying potential effects as the standard efee for an SCEA (ibid).

% These measures may include requirements for taliation of traffic control improvements, streetroad
improvements, transit passes for future residemtsther measures that will avoid or mitigate tadfic impacts of
transit priority projects.
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375 may limit legal exposure for TPPdHowever, SB 375 does nothing to address some other
primary obstacles that have prevented developens faking up the prior exemptions, including
reluctance to rouse NIMBY sentiment, and a resglireference on the part of developers for
using infill sites already cleared by CEQA reviehid).

The tiering provisions under SB 375 may prove torfmee useful; the provisions could help re-
orient CEQA to support regional, rather than jostl, priorities and plans. A good example is
how traffic congestion impacts are assessed aridatat. Traditionally, if a specific local
development project was determined to be congestucing, mitigation measures might have
included lowering the project’s density. Within t88 375 framework, the localized congestion
impacts instead can be assessed within a wide(tlermaigh the SCS), and a lower density
project alternative need not be included in thggmtelevel review.

However, the project’s congestion effects willldig experienced locally, and SB 375 provides
no concrete assistance to localities for mitigathmgse local effects. For this reason especidlly, i
is not clear that SB 375’s provisions will do muoh,their own, to encourage more plan-level,
rather than project-level review and mitigation.

Furthermore, SB 375 does nothing to address psiin@omost substantial obstacle to plan-level
review — financial constraint. Some research hdgated that local governments may tend to
substitute project-level CEQA analysis for plandeanalysis because project review has a built-
in funding mechanism — namely, project developess@quired to pay for CEQA reviews
(Olshansky, 1996). By contrast, local governmeatgemo continuing, significant source of
funding to conduct city-wide and area-wide planramgl analysis, including CEQA review. The
cost of such planning is substantial; the cost Geaeral Plan update, for example, can range
from $500,000 in smaller communities to as muctifamillion in larger ones (League of
California Cities, 2007). SB 375 does nothing tdrads the imbalance in funding for plan-level
versus project-level review, nor to enhance mitayabptions for localities that accept projects
(such as infill) that produce regional benefits logal costs.

New CEQA Requirements for Review of Climate Change  Impacts Could Prompt
Tiering

On their own, SB 375's tiering provisions may dddito encourage more plan-level review, for
the reasons just noted. However, some recent changeEQA’s “normal rules” may render SB
375’s tiering provisions more attractive to locavgrnments. Since passage of AB 32, a new
requirement has been added to CEQA’s normal rtileslating that local agencies must now
address climate impacts of projects through CEQaAere and mitigatiori® SB 375 tiering

37 According to the "fair argument” standard, an ElRstrbe prepared whenever it can be fairly arguethetasis
of substantial evidence that a significant adveffect may result, even when other evidence etdstise contrary.
A Negative Declaration is prepared when no subistaeNidence exists, including situations when ptgdly
significant effects identified in the initial studgan be avoided or mitigated by revisions in thgjgmt. By contrast,
the "substantial evidence" standard means thatehision of the lead agency not to prepare an ElIFbesupheld
when it is supported by substantial evidence, idigas of the existence of a fair argument to thereoy.

% Since March, 2006, the California Attorney Generélffice has actively pressured local agenciesdudress
climate issues in CEQA reviews, through commengistissued to 47 lead agencies so far (see
http://ag.ca.gov/globalwarming/ceqa/comments.p8phate Bill 97, passed in 2007, directs the Gové&r@ffice
of Planning and Research to prepare CEQA guidefiioeshe mitigation of greenhouse gas emissionthereffects
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options could be very attractive to local agenags way to meet the new requirement. In
particular, the provision under SB 375 that a progompatible with an SCS or APS need not
consider project-specific or cumulative impactsyroars and light trucks on global warming
could be attractive to local governments for tieigson.

Thus, the combination of new provisions under ndiIGEEQA rules, plus the streamlining
provisions under SB 375, could encourage morengefror example, if the Environmental
Impact Report conducted for RTP/SCS/APS could fuak a “Master Environmental Impact
Report” (MEIR) under normal CEQA rules, then praogewithin the plan would be deemed
“within the scope” of the program and EIR, and cooé used as a basis for tiering by local
agencies (Bridges, 2009).

However, challenges must be overcome to make gpsach work. At the regional scale, it will
be challenging to identify subsequent projects withe scope of a Master EIR in sufficient
detail, and to be able to confirm the adequacyaidative effects assessment after five years
(ibid). At the local scale, it will be challenging find the resources in time and money to fully
integrate local plans and projects with regionahgland programs (ibid). Therefore, the exciting
possibilities for using CEQA tiering under SB 3#yomake it more imperative to find adequate
funding to enable development of legally defenspidén-level reviews.

Strengthening Plan-Level Review under SB 375

To strengthen SB 375, the state should focus engtinening tiering provisions and practices—
in other words, encourage plan-level, instead ofgat-level CEQA review. More specifically,
the state should take steps to ensure that MPOealdagencies are able to develop legally
defensible plans under CEQA to use as the basisefang of specific projects. This approach
could help local governments participate in regioni@l strategies, and also help ensure that
project-level CEQA review does not serve as a datéto those strategies.

The state could do this by providing regions arwl@gencies with a) technical assistance, and
b) an ongoing source of funds for regional andllptanning under SB 375, including funds
specifically designated for plan-level CEQA revigdne option for providing this funding might
be to establish a revolving loan fund that wouldwlMPOs and localities to develop plans and
conduct associated CEQA review, the costs of wbathid then be assessed on developers
whose projects achieve CEQA compliance by confogmaith the plan.

In addition, the state should amend CEQA to stieuldat if an adequate plan-level CEQA
review is conducted for a “priority developmentardesignated under an SCS or APS, and a
specific plan for development is prepared withie of these areas, projects conforming to the
provisions of these plans, proposed within 10 yeatke plan’s adoption, would be fully
exempt from further review under CEGA.

of greenhouse gas emissions” by July 1, 2009, aartbates that the California Resources Agency atiept
guidelines by January 1, 2010.

% To avoid legal exposure, this CEQA relief may neelle coupled with some type of “short form” alyilio
resolve lawsuits and/or a financial disincentivétimg lawsuits.
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This sort of strategy is not new in California nithe US. The State of Washington is pursuing
this approach under its Growth Management Act (GMAJ Regulatory Reform Act (RRA).
Under the GMA, certain jurisdictions (generally otigs with a population of 50,000 or more,
and population growth of more than 10 percent enX@ years prior to May 1995, and the cities
within these counties) were required to update t@inprehensive land use plans and
development regulations in the mid-1990s to impleihgeowth management (Morris, 2001).
The RRA, passed in 1995, streamlined the state/s@mmental review and permitting process.

The RRA has worked in coordination with the GMAjd&nned action” provision, under which
a county or city may designate specific types ofettgpment within a defined geographic area.
The prospective impacts and infrastructure needistofe development within the planned
action area are addressed in a programmaticr{pa-project) Environmental Impact Study
(EIS). A planned action EIS functions like a subgaplan, serving as the “umbrella”
environmental review document for development witthie defined area (ibid).

This coordinated process has provided a numbeemdfiis, according to some observers (ibid).
Planned action EISs more effectively review cumwaand regional effects than individual
project EISs and mitigation has been systematizethy mitigation requirements are now
standardized in local ordinances). The processvioalsed well even for planned (desired) future
development. Overall, the process has resulteeviref environmental reviews in the state, and
greater consistency in the reviews that have beaducted.

The basis for adopting a similar approach alreagist®in California under provisions for CEQA
review of “specific plans.” A specific plan is “adl for the systematic implementation of the
general plan. It effectively establishes a linkvesgn implementing policies of the general plan
and the individual development proposals in a @efiarea” (OPR, n.d.). A Master EIR
conducted for a specific plan can form the basiaf@lyzing the effects of subsequent projects
(CEQA Guidelines 815175, et. seq.). Later projedigh are consistent with the specific plan,
meet certain requirements, and which fall "witthe scope" of the plan's Master EIR require no
further negative declaration or EfR.

The logic of the relationship between specific gland local general plans could be extended to
the regional SCS or APS framework. Using this appiho specific plans for “priority
development areas” under an SCS or APS might obte@mption from further CEQA review of
conforming projects?

0 Section 65457 provides that once the EIR has besified and the specific plan adopted, any rasidée
development project, including any subdivision ong change, which is undertaken to implement andnsistent
with the Specific Plan is exempt from additional@%&review. A similar approach to tiering is desedbunder
Public Resources Code §21080.7. In urbanized ameaaditional EIR or negative declaration is reggifor "any
project involving the construction of housing oigidorhood commercial facilities" when the projewtets certain
stipulations including consistency with a Speciian that has a certified EIR adopted not more fivenyears
previously which is sufficiently detailed to idefigtthe project's significant effects and correspgogdnitigation
measures (ibid).

1 Under current law, specific plans must be constsiéth local general plans, and so this approaigfhtmot work
in cases where an SCS or APS plan for a “priorityedlopment area” was not consistent with the relelacal
government general plan(s) for the same area.
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A current obstacle to this approach is that exgskaw requires that specific plans be consistent
with local general plans. This means that tieringaa for a “priority development area” from an
SCS or APS might not work if the planned developnienot consistent with the relevant local

government general plan(s) for the same area.dZailE might follow Washington’s example in

considering how to resolve such concerns.

The specific plan model has additional advantaggseitd providing regulatory relief under
CEQA. Specific plans are required to stipulate ssagy financial “implementation measures,”
which can include redevelopment financing, MelloeRdinancing, community assessment
districts, and associated developer fees and exactlr hrough this approach, PDA specific
plans might help consolidate a number of finanarad CEQA streamlining tools to facilitate
greater participation in and implementation of SEAPS strategies.
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Recommendation 8: Implement an Indirect Source Review program within
regional air quality management districts to redubAT .

Summary:

Implementing an indirect source review (ISR) progia California regions would assist the
state in meeting SB 375 goals by discouraging dpdeereasing VMT, and decreasing GHG
emissions. An ISR program ensures that develdpkesinto account how the design, location,
and other characteristics of projects affect allyion, by requiring that they make changes
onsite or offsite to mitigate effects.

ISRs have a significant potential to decrease GhWasons and create funds for the sort of
development supported by SB 375. The state canrgyions the authority to adopt this
program as a means of achieving GHG targets sABby2 and thereby also create a new
funding source to invest in facilities to promotBagent land use or transportation.

What Is an Indirect Source Review Program?

An ISR requires that developers take into accoomt the design, location, and other
characteristics of their projects affect air pabat Under existing authority, regional air quylit
control districts in California may consider impogian ISR to regulate the construction and
long-term transportation impacts of land developmdnich does not meet established standards
(Strauss, 2009). An ISR requires that developetsershanges either onsite or offsite that will
reduce pollution caused by vehicle use linked eéodévelopment project and energy used by the
project, both during construction and over the d¢iféhe project’s operation (Environmental
Defense Fund, 2009).

ISRs for new development have already been implézddny some local air districts in the state
and proposed by others for purposes of “criter@fytion reduction (i.e. pollutants that are
controlled under federal and state air quality fations)* Many environmental advocates argue
that ISR should be extended to address GHG emssi®mwell.

The San Joaquin Valley adopted one of the state'st complete ISR programs in 2005 using
computer generated projections to evaluate impHEqtisoposed development projects on air
quality. The program requires development projdtwds exceed a certain size to mitigate
pollutants (e.g. applications are required for @ctg that provide at least 50 residential units or

2 The San Joaquin Valley Unified Air Pollution CasitDistrict adopted an ISR (Rule 9510), in Decen@05.
Imperial County Air Pollution Control District aldmas adopted and is implementing an ISR rule (fyrini
Consultants, 2009). Two large air districts aregentty in the process of developing ISRs: the Salahst Air
Quality Management District and the Sacramento dflitan Air Quality Management District (Environmtal
Defense Fund, 2009). The Sacramento district ataf€ipates that its rule will help encourage depers to build
in ways consistent with the region’s blueprint p{doid). The Bay Area Air Quality Management Distris among
other regional air quality boards currently consinlg adopting an ISR (Trinity Consultants, 2009).
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2,000 square feet of commercial spaeXhe program provides an opportunity for develsper

to reduce criteria air pollutant emissions throogsite design changes and/or mitigate emissions
through offsite pollution reduction projects. Thevdloper can either identify those offsite
mitigation opportunities, or pay the costs of défsieduction to the air district and allow the
district to identify and make those reductions. &lredistrict provides a variety of options to
reduce air pollutants by incorporating mitigatioeasures, including bicycle lanes, bus stops,
proximity to existing local retail, and cleanerdteconstruction vehicles.

Expanding ISRs to Cover GHGs

The San Joaquin Valley ISR has proved to be sutdesseducing air pollution (San Joaquin
Valley Air Pollution Control District, 2008). Accding to a study of the San Joaquin Valley
program, the same approach and tools used to rediteea pollutants could be effectively used
to encourage GHG emissions reduction (LawrencekFaiad Company, Inc., 2008). URBEMIS,
the software used to calculate indirect emissioms fconstruction, area source, and operational
air pollutants from land use projects in the Saamdiin Valley, is currently being updated to
include GHG emissions. The California Air ResourBesird is also working on establishing
GHG emissions inventorying and modeling standasdsaat of its AB 32 implementation (San
Joaquin Valley Air Pollution Control District, 2008

The CSC recommends that similar programs be desdlopeach air district in the state, and
that they be directed to address GHGs and VMT. eldpers could choose to mitigate indirect
GHG emissions or pay a fee to the region (MPO)ctvitihe MPO could directly invest
elsewhere to reduce GHG emissions or fund SB 3@pastive-projects. This approach would
be neutral in development and design, with optfonslevelopers to mitigate GHG emissions
relating to their project however they see fitstalling bike lanes, bicycled parking, making
pedestrian walkability improvements, or increagiegsity, are among options developers can
integrate into projects to decrease GHG emissepesifically those relating to VMT. At the
same time, such mitigation measures could enhdecprofitability of the projects themselves.

ISR Implementation Challenges

The ISR approach must be designed carefully tdfeeteve. For example, the approach runs the
risk of inducing developers to build in a regiorthvaiut an ISR program. A problem also arises
when developers are unable to impose the increasstdf development onto homebuyers, if
homebuyers are able to seek less expensive hoosisigle the area covered by the ISR. A
“spillover” effect could occur if workers in thegi®n live outside the area affected with the
higher fees and potentially drive to work, thusr@asing tailpipe emissions. There would have
to be a way to (a) prevent fees from getting pass¢d homebuyers in an imbalanced fashion
across the wider (mega)region, and (b) ensurelleatevenue is used in a way that directly and
effectively addresses sprawl while also enhancaggonal amenities, including affordable
housing. This approach could help assure that &R sprawl, while helping to retain
affordable development within the specified region.

“3 For these projects, applicants must reduce nitregédes (NOx) and particulate matter (PM) duriogstruction
(20 percent of NOx and 45 percent of PM10 from trmiesion equipment exhaust) and after occupancyp8ent
of NOx and 50 percent of PM over 10 years of openat
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There also should be additional incentives integtat the ISR to encourage developers to make
on-site improvements rather than pay the in-lieu ¥hile this fee generation is a potential
revenue source for the region to use for SB 37fepts, sprawling development may still occur

if developers choose the off-site fee option. fdeeshould be large enough to discourage
developments contrary to SB 375 goals of reducivgivelated GHG emissions. However, it
should not be so large as to deter a developer iim@esting in a region with an ISR. One way to
ensure that development in the region is retaiard,infill specifically is promoted, would be to
exempt all projects that are within SCS or APSnityjalevelopment areas from the fee.

In order for an ISR to be implemented correctlgréhare other challenges in the design of the
program that must be addressed. For example, |I8&5uned reductions should match the
expected increases/decreases in VMT-related emsssiger time. In addition, the computer
model used to estimate emissions and calculatenfiess be designed to precisely estimate
future emissions and include GHG as well as catani pollutants in its calculation.

Overcoming Challenges

As mentioned above, a critical aspect of a sucuktsR is how to prevent development shifting
from one region into another to avoid the ISR. Awious solution is to coordinate ISRs across
air districts. Another approach would be to implem&Rs statewide through legislation.

Mitigating air pollution and GHGs associated witle full lifecycle of new development will
ensure that reductions are not canceled out bygohgupatterns over time. The ISR should
calculate emissions over the entire lifespan ofpttegect rather than a limited period of time,
such as the initial 10 years. The fee structuse alust be high enough to penalize sprawl. The
analysis tool to examine and create an accuraleai@n of emissions and a proper fee to
developers must be developed carefully to deal thigse challenges.
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Recommendation 9:  Strengthen priority regional development areas and
priority conservation areas with a regional transfedevelopment rights program.

Summary:

In order to effectively implement priority developnt and conservation areas in the SCS,
regions should have the opportunity to implemetnaasfer of development rights program.
This would allow regions to offer cities incentiviessubmit potential “sending and receiving”
areas for development rights, to be included inS@& and managed by the MPO. It would
provide another tool for regions to encourage deimdéidl development in urban cores while
compensating land owners for conservation in lessed areas. If properly planned and
managed, the creation of a development rights mériked to cities’ underlying zoning will
offer incentives directly to developers and landevgrand will be relatively inexpensive for
relevant government agencies.

The CSC recommends that:

- Implementation of a regional TDR program shouldpgonal.

« The state and interested regional agencies shooldde resources to explore this option
on a case study basis.

- Cities would submit potential sending and receivahgevelopment rights areas by
parcel to the MPO helping develop the SCS.

« The MPO would design a TDR market for potentiablawners and developers in the
SCS based on contractual agreement with the cities.

+  The MPO would manage and broker development rigatsfers.

A TDR Program in the PDA/PCA Framework

Currently, SB 375 encourages increased infill demelent through regional planning and CEQA
streamlining and conservation only through suggespen space provisions in the SCS.
Because the potential degree of influence and bstuecture of the SCS are unknown and
CEQA streamlining is optional and requirement-dniva regional TDR program will provide
another mechanism to specifically increase landdessity within PDAs along with
complementary restrictions on development in PCAs.

Many successful TDR programs have been implemehtedghout the countf§ mostly for
preservation and restoration of natural areaseptioin of hillsides, preservation of historic
landmarks, protection of agricultural land, prormatof urban form, and promotion of new
housing and revitalization (Pruetz 1993, p. viNYhile TDR programs often have nuances
unique to the areas of conservation and correspgrateas of development, the basic intention
is the same. According to the California OfficeRédnning and Research, transfer of
development rights is "a device by which the depelent potential of a site is severed from its
title and made available for transfer to anotheatmn. The owner of a site within a transfer

“ As of September 2007, there were 140 TDR progiartise US, having conserved some 49,000 acresdf la
(Walls & McConnell, 2007, p. 8)
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area retains property ownership but not approvdetelop. The owner of a site within a
receiving area may purchase transferable developonedits, allowing a receptor site to be
developed at a greater density" than establisheohgavould normally permit (OPR, 2003,
p.150). Within this structure, “sending” and “redeg” areas of rights are designated by the
appropriate planning body corresponding to ared®toonserved/developed.

TDR could play a key role in conservation efforysdompensating property owners in PCA
sending areas, when outright acquisition of propgrirchase of development rights, or

a regulatory approach is economically or politigatifeasible. By amending property titles, a
TDR program would allow for the compensation ofdawners for withholding and conserving
their land with minimal expenditure of tax dolldsyond planning and administration (Walls &
McConnell, 2007).

A successful TDR program requires a large amoufrbot-end planning through the analysis of
existing zoning such that a viable TDR market esated, monitored, and maintained through
adjustments to designated sending and receivirggdr@sed on inevitable local zoning changes.
Cities will need to be aware of the TDR program andouraged to maintain a zoning scheme
such that increased density is desired and apjtegn PDAs, and extra density only allowed
through the TDR (Pruetz, 2003). In addition, thenest be support for preservation within
designated PCA sending areas and financial incentivust be great enough for a landowner to
choose selling development rights over actual agreent.

Implementing a TDR in the SCS and Specific Challeng es

To ensure the success of a regional TDR programynegal and jurisdictional considerations
must be addressed. Firstly, a TDR program createsased government regulation. Secondly,
by separating development rights and land owneyr$dmglowners are submitting themselves to
changes in actual property rights. Thirdly, beeatites retain ultimate police power over land
use, a regional TDR program should be implementedcaordinated by the relevant MPO with
optional contractual cooperation from cities whgogential sending and receiving areas are
identified only with permission of the city.

The potential sending and receiving areas couldd&ified in the SCS as a part of a
coordinated inter-jurisdictional process and, raity, be within PCAs and PDAs. Entire PCAs
and PDAs may not be appropriate sending and regeasieas, so a TDR program should focus
on parcels critical to preservation and those ¢thatas determined by comprehensive analysis
specifically accommodate density above baselinengonldentification of optimal receiving
areas must consider where developer interest elust$o inadequate allowable density, where
the existence or provisions for access to trasshtools, retail areas, housing, and infrastructure
are appropriate, and, importantly, where theremraunity acceptance. Land use among the
different regions in California is very heterogens@nd regional TDR programs will need to be
administered accordingly. A TDR program shouldhpgs be tried in one region to analyze its
feasibility across-jurisdictions.

A TDR program creates an artificial and imperfeetrket for development rights mainly to find
a source of compensation for property owners tesexe their land. The intention is not to
increase the cost of infill development, (purchgsicreased density is optional), but to fund
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conservation where there may be developers witbnggay for it. Many argue that where there is
a will for increased density it should be allow#thugh a TDR attempts to monetize this extra
value and capitalize on existing dysfunctional ngni The created rights market does not reflect
the true cost of the commodity, nor do the benafies contribute to mitigating the effects, yet
TDR can still be viable as it is an effectively ttess legislative action.

As such, many cities will be wary of submitting itigelves to a regional TDR program; at face
value, the costs and other associated consequehireseased density will be borne on only the
receiving area. Additionally, cities will lose oo the potential for attracting revenue
generating uses in new conservation areas. Indeedyf the greatest barriers to regional
planning is that local jurisdictions retain ultimmatontrol in defining allowed land uses. Itis
imperative that the cities agreeing to be a paa dgional TDR program be allowed to identify
their own potential sending and receiving areagh@fsubmitted parcels, the MPO should retain
the authority to determine inclusion in an effarcteate a viable TDR market for developers and
conservationists as a part of its pre-planningreff®MPOs could request particular areas in
alignment with the PDAs and PCAs identified in 8@S and advise cities on the benefits of the
program and provide transparent understandingah@entives. These benefits should include
many of the strategies outlined in other parthaf teport especially where resources are more
heavily directed to PDAs and PCAs. For exampkestind regional funds, especially for
infrastructural improvements, should be prioritiZedPDAs that include TDR receiving areas.

Successful examples of existing TDR programs cawige insights to overcoming specific
challenges and a framework to develop a new progi@uarrently, a TDR program begun in
1990 in Boulder County, Colorado exhibiting sucte@ssiter-jurisdictional coordination and
rights transfer has resulted in the preservatidmediveen 3,200 and 4,700 acres of land. The
Boulder program has been implemented through @&n-gavernmental agreement (IGA)
between the County of Boulder and the Cities oflBeny Lafayette, and Longmont such that it
combines the city’s agreement to accept developmngimis for increased density in established
urban areas with the County’s open space preservatiorts in unincorporated areas. The IGA
provides guidelines for intergovernmental cooperatind also has “increased TDR'’s credibility
with developers and the general public” (Pruetd3®. 174). Similarly, a program in Malibu,
California exhibits cooperation between the CatifarCoastal Commission and the County of
Los Angeles, and has been successful at conse90idgarcels (800 acres of land). A regional
TDR program will require a similar contractual elmbetween the relevant localities and the
regional administrator, explicitly outlining proag@ and provisions.

Administration is another challenge of a regionBRIprograms. Some TDR programs establish
a “rights bank®® and the relevant governmental body manages itavier government pre-
purchases development rights in sending areass gud@rantees expedited preservation, but not
actual receiving of the rights in development al@ad can become a financial burden for the
relevant jurisdiction. With limited resources, i@ts should initially focus on brokering the
rights transfers and being a technical resourceckratinghouse for information regarding
possible rights transfers. State agencies shdsitdpgomote the use of TDR regionally through
technical and logistical assistance in creatingaa for TDR implementation, especially

*5 This type of program organization has been suéalssthe Long Island Pine Barrens, NY, where state
provided $5 million to start a clearinghouse to lamg sell Pine Barrens Credits. They have solditatwae half of
their rights (110/230) (Pruetz, 2003, p. 195).

59



considering TDR’s effect on CEQA and the possipitit litigation. Transparency of the
program is imperative or property owners and deyai® will be unaware of their ability to
participate, and possibly confused due to “the tig\a# the TDR concept and the complexity of
the TDR process” (Taintor, 2001, p.18).

Finally, there will need to be consideration of lineitations imposed by other California
regulatory bodies. In addition, MPOs that are gil@sig and implementing TDR programs will
need to take responsibility. For example, a pentirquestion is how a TDR program may
function with lands under the jurisdiction of thali@rnia Coastal Commission. This body
would most likely welcome as many sending aregsoasible; however, there exist coastal areas
that may be ripe for greater density.
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Recommendation 10: Develop and fund state and regional open space and
conservation plans and programs.

Summary:

Designating and protecting areas that should béroitfs to development is as important for a
complete “smart growth” strategy as designatingsisehere more intense development should
occur. Many regions and sub-regions in the state daveloped or are developing broad-scale
habitat conservation plans to help protect thresateand endangered species, as well as broad-
scale plans for watershed management. These glanklsde incorporated into SCSs or APSs
and receive adequate funding for ongoing consemand management.

However, climate change impacts will likely throvany traditional assumptions, strategies, and
legal frameworks for conserving natural resourceasinto turmoil. Only the state government
has the geographic and jurisdictional scope amliress necessary to ensure effective
coordination and development of forward-looking ®envation strategies in the face of climate
effects that are expected to radically alter thienah landscape.

Therefore, the CSC recommends that
* SCSs or APSs should incorporate and support impieahen of regional and local plans
for habitat and watershed conservation and manageme
* The state should provide increased, ongoing coatidin and funding for conservation
strategies that cross regional boundaries.

Incorporating NCCPs and Watershed Plans into SCSso  r APSs

The state developed the Natural Communities CoasiervPlanning Program (NCCP), around
the same time as the blueprint process, to helpowee legal conflicts over endangered species
and create a model for integrating economic angr@mmental goals through collaborative
regional land-use planning (Barbour and Kuepped®82 The program develops bioregional,
multispecies habitat preserves through cooperatiwveements among federal and state agencies,
local governments, environmentalists, landownerd,@hers. Currently, there are 32 active, in-
progress NCCPs covering more than seven millioesadr2 have been approved and permitted
(DFG NCCP website, as of June 29, 2049).

Through coordinated mitigation and regulatory felCCP plans can provide more certainty at
less cost both for landowners and the environntert & more piecemeal regulatory approach
could. In exchange for agreeing to provide mitigatas required in the program, landowners
receive valuable assurances that they will avoahemic consequences from future changes in
species status (sanctioned through a federal podiltgd “no surprises”). Meanwhile, many
environmentalists favor the program’s landscapéesmaproach and the resources the program
can produce for assembling large-scale reserves.

“ The acreage included in NCCP and regional HaBitaiservation Plan (HCPS) areas comprises more2han
percent of the total land and water area in thte $t4CPs are a federal variant that generally cowaly a single
species) (Barbour and Kueppers, 2008).
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Where applicable, it is important that NCCPs béuded in SB 375-related plans and programs.
NCCP habitat preserves form an important compookthte “natural resource areas” that SB
375 requires MPOs to respect as off-limits to depeient. In some places, such as the San
Diego region, NCCP habitat preserves serve asate teban growth boundaries.

NCCP plans have faced implementation challeng&sgerk in particular, to lack of adequate
funding and inter-jurisdictional coordination (Gre2004; Hierl et al., 2005). This concern
makes it imperative for regions, in developing SG6APSs, to consider how to support NCCPs
within their jurisdictions. The San Diego area pdeg an instructive example of how ongoing
NCCP funding can be secured. In 2004, county vatppsoved a ballot measure called TransNet
to extend the county’s half-cent sales tax incréasgransportation improvements linked to the
COG/MPOQ'’s Regional Comprehensive Plan. TransNéudes $650 million (over its 40-year
duration) for transportation-related habitat mitiga, and $200 million for NCCP acquisition,
management, and monitoring (SANDAG, 2006).

Other environmental plans and programs similahéoNCCP are also important to incorporate
into SCSs or APSs. For example, integrated planainige watershed scale has increased, to
address water supply, quality, and habitat concemaltaneously. Market-based mechanisms
also have been introduced, such as “banks” foirtgadetlands mitigation credits. The
California Department of Fish and Game has appr&%econservation mitigation “banks”
statewide, allowing for tradable offset credits,stfor wetlands projects (DFG, 2009).

Stronger State Leadership Is Needed for Adaptive Co  nservation

In the face of climate change, California needstoease its commitment to funding and
coordinating conservation planning (Barbour and pfages, 2008). Climate change is already
interacting with other, existing stressors on enddmative) species and their habitats (such as
encroaching land development and invasive spetmga)t many of the state’s endemic species
at risk of extinction. Without more concerted eff@alifornia’s commitment to protect its rich
biodiversity, enshrined in laws such as the CatiimiEndangered Species Act, will falter.

These concerns relate directly to SB 375 in thaCR€ already exist in many urban and
suburban areas, and designing and funding effeblt#€Ps in the face of climate change will be
more difficult. Species’ adaptation to climate chpamakes it necessary for the state and regions
to consider how to identify and protect future hatoneeds, and how to preserve crucial habitat
“linkages” between existing preserves. The stab& &m important step in the right direction in
2008 with passage of AB 2785 (Ruskin). The billuiegs the Department of Fish and Game to
identify and compile a database of California’s tritical areas for maintaining habitat
connectivity, including wildlife corridors and haai linkages. However, without substantial new
investment in habitat acquisition and managemeiriausion of these considerations in SCSs

or APSs, the effort may fall short.

Therefore, the CSC recommends that the state fgemtiongoing source of substantial new
funding for conservation planning and programs thiadl regions integrate these resources into
their SCS or APS processes. The CSC also recomntiegidkhe state increase oversight and
coordination of research, development, acquisitma, management of habitat plans, preserves,
and programs, especially when they cross regiomahdharies.
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