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INFORMATION 
 
 
SUBJECT: Data Analysis and Alternative Financing for Affordable Housing 

Production 
 
The purpose of this memorandum is to respond to City Council direction in the January 
27, 2026 memorandum authored by District 5 Councilmember Peter Ortiz and to 
provide the City Council with an overview of alternative financing mechanisms that 
could be utilized to produce and preserve affordable housing in San José. This 
memorandum outlines the use of a few tools, including options for utilization of bonding 
capacity, master leasing structure as an operating-subsidy-based strategy, and to 
finance new construction, potential issuance of Revenue Bonds backed by the City’s 
housing loan portfolio loan repayments to generate capital for loaning funds into new 
housing production, aligning the Inclusionary Housing Ordinance and Gap Financing 
Program. 
 
 
ANALYSIS  
 
Summary of Housing Affordability Needs  
 
As directed by the City Council on January 27, 2026, this section provides a data-driven 
summary of San José’s housing affordability landscape, organized in three parts: 
 

(i) The number and distribution of households at each income level and tenure; 
(ii) The prevalence of housing cost-burden by income and tenure; and 
(iii) An estimate of the number of housing units affordable to households by 

income levels.  
 
In summary, the City of San José (City) provides 81% of the housing units needed for 
cost-burdened households at or below 50% Area Median Income (AMI). San José has 
extremely low housing vacancy rates, and more housing production is needed at all 
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income levels, including housing restricted to households at or below 50% AMI. The 
average rental vacancy rate in San José has remained below the industry-ideal 5% 
threshold, with recent reports placing it at 3.5%.  
 
Additionally, the memorandum includes an assessment of the number of units for 
households below 50% AMI that alternative funding sources could support. An 
assessment on how additional funding sources may affect the City’s progress toward 
meeting the Regional Housing Needs Assessment allocation and Housing Element 
program is memorialized in the Housing Catalyst Work Plan1 and Housing Element 
Annual Progress Report, which was heard at the Community and Economic 
Development Committee on February 23, 2026 and will be cross-referenced for the City 
Council meeting on March 24, 2026.  
 
Data Sources 
 
This section draws on federal, state, and City-owned data sources. The U.S. 
Department of Housing and Urban Development’s (HUD) Comprehensive Housing 
Affordability Strategy (CHAS) dataset provides custom tabulations of U.S. Census 
Bureau American Community Survey (ACS) data specifically designed to measure the 
extent of housing problems and needs, particularly for low-income households. The 
CHAS data was released on December 23, 2025. Income categories are defined 
relative to Household Area Median Family Income. Additional census data on housing 
unit counts, type, and tenure are drawn from the 2020-2024 ACS. 
 
City-owned data sources include the City’s Asset Management database (maintained in 
Salesforce), which tracks deed-restricted affordable units assisted by the City or 
monitored under federal and state programs; and the City’s Rent Registry, which 
records units registered under the Apartment Rent Ordinance (ARO). These are 
supplemented by state and federal program records from the California Tax Credit 
Allocation Committee and HUD. Additional cross-referenced databases include the 
Policy Map (San José-specific data), Costar, and other niche databases to best 
triangulate the numbers and ensure accuracy.  
 
(i) Households by Income Level and Tenure 

 
San José's housing stock comprises approximately 340,392 units, of which roughly 
324,840 (96.5%) are occupied. A vacancy rate of 3.5% is extremely low, supporting the 
high demand for housing at all income levels, as vacant units represent rental and 
homeownership, multifamily and single-family, extremely low- and high-income, 
habitable and uninhabitable units, and seasonal and permanent-use homes. As a point 
of comparison, vacancy rates in the cities of Austin (6.6%), Seattle (6.8%), San 

 
1https://sanjose.legistar.com/View.ashx?M=F&ID=15225738&GUID=9655F46F-EEBB-418E-A20B-
6FABA75C82E1 
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Francisco (11.5%), and Denver (6.0%) are all significantly higher.2 In San José, of the 
324,840 units, 181,300 (56%) are owner-occupied, and 143,545 (44%) are renter-
occupied. Table 1 below summarizes the distribution of households across five income 
categories defined by HUD’s Household AMI thresholds. 
 

Table 1: Households by Income Level and Tenure 
 

Income Level Owner Renter Total Own% Rent% Tot% 
Extremely Low (≤30%) 16,570 34,995 51,565 5.1% 10.8% 15.9% 
Very Low (>30–50%) 17,260 23,035 40,295 5.3% 7.1% 12.4% 

Low (>50–80%) 24,830 26,660 51,490 7.6% 8.2% 15.9% 
Moderate (>80–100%) 18,240 13,800 32,040 5.6% 4.2% 9.9% 

Above Moderate (>100%) 104,405 45,050 149,455 32.1% 13.9% 46.0% 
Total Households 181,300 143,545 324,840 55.8% 44.2% 100% 

Source: HUD CHAS Data (2018–2022 ACS), released 12/23/2025. A household refers to an occupied 
housing unit. 
 

• Table 1 shows that between 30% AMI and 100% AMI, San José households 
totaling 123,825 are split 49% owner to 51% renter.  

• Table 1 shows there are 83,530 households or 25.8% of all households in San 
José, between 50% to 100% of AMI, of which 43,070 are owners, and 40,460 are 
renters.   

• Table 1 shows there are 91,860 households, or 28% of all households in San 
José, at or below 50% of AMI, of which 33,830 are owners, and 58,030 are 
renters.  

• Table 1 shows households above 100% AMI represent the highest number of 
renters at 45,050 or 13.9% of all households in San José, followed by renters 
below 30% AMI at 34,995 or 10.8% of all households in San José.  

• Table 1 shows households below 30% AMI represent the lowest number of 
owners at 16,570, while households above 100% AMI represent the highest 
number of owners at 104,405.  
 

Charts 1 and 2 illustrate Owner and Renter Occupancy by Area Medium Income. 
 

 
2 Per 2024, Census ACS 1-Year Estimates released in 2025.  
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Chart 1: Owner Occupancy, By AMI

 
 

Chart 2: Renter Occupancy, by AMI 

 
 
Table 1 additionally shows 84,690 rental units at or below 80% AMI. The Housing 
Department’s Asset Management database (Salesforce) tracks deed-restricted 
affordable housing units by the household income level they are required to serve. As 
shown in Table 2, the Housing Department tracks 21,053 income-restricted units under 
City Regulatory Agreements across five income categories: 2,717 units serving 
Extremely Low Income (ELI) households, 9,410 serving Very Low Income (VLI), 6,607 
serving Low Income (LI), 863 serving Moderate Income, and 1,456 serving households 
through HUD-funded programs. The database provides a unit-level inventory of income 
restrictions, enabling tracking of both the income tiers served and the expiration of 
affordability covenants over time.  
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Table 2: Income-Restricted Affordable Units Portfolio 
 

Income 
Restricted 
Units 
 

ELI  
(≤30%) 

VLI  
(>30–50%) 

LI  
(>50–80%) 

MOD 
(>80–100%) 

HUD Units 
(0-80%)* Total 

2,717 9,410 6,607 863 1,456 21,053 
*The City's database does not track detailed affordability levels for HUD-restricted units. Standard HUD 
programs (e.g., Section 8 Project-Based and HOME) generally target low-income households at or below 
80% of AMI. 
 
A total of 38,387 units are subject to the ARO, and 10,741 are subject to the 
Mobilehome Park Ordinance, comprising 58% of the 84,690 units housing families at or 
below 80% AMI. The ARO and Mobilehome Park Ordinance do not have per-unit data 
on household incomes, so the breakdown of units at or below 50% AMI is unknown. 
Staff’s general assessment is likely over 50% of the inventory serves households at or 
below 50% AMI.3  
 
Additionally, the combined Santa Clara County/San José Housing Authority administers 
20,1954 Housing Choice Voucher Program, of which approximately 60% or about 
12,100 vouchers subsidize rents for households in San José at or below 50% AMI. The 
majority of the approximately 12,100 are tenant-based vouchers, many of which overlay 
with existing income or rent-restricted units. The net addition of units served by the 
Housing Choice Voucher Program and not covered by a rent- or income-restricted 
program administered by the Housing Department is estimated at approximately 25% of 
12,100, or about 3,000 units. Therefore, the combined number of income-restricted 
(21,053) and rent-restricted (38,387 ARO + 10,741 Mobilehome Park Ordinance = 
49,128) units, plus the approximate net number of Housing Choice Vouchers (3,000), 
totals 73,181 units.  
 
(ii) Prevalence of Cost Burden by Income Level and Tenure 

 
Housing cost burden is defined as the ratio of housing costs to household income. The 
30% standard reflects an increase in affordability standards. In the 1940s, the standard 
was 20% of household income for families in federally subsidized housing, then in 1969, 
under the Brooke Amendment to the Housing and Urban Development Act of 1969 the 
standard was raised to 25% of household income paid by tenants in Public Housing. 
Under the Omnibus Budget Reconciliation Act of 1981 total tenant rent payments for 
recipients of a Housing Choice Voucher were capped at 30% of household income. This 
measure for the affordability of rent, based on 30% of a household's adjusted monthly 
income, has become a universally applied standard for determining the affordability of 
rent or a mortgage.  
  

 
3 See, Report on Outcomes for the Rent Stabilization Program  
4 Housing Authority FY2026 Moving to Work Annual Plan  

https://www.sanjoseca.gov/home/showpublisheddocument/58855/637257392314200000
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Under the current standard, a household paying more than 30% of its monthly income 
toward housing is considered “cost-burdened,” and one paying more than 50% is 
considered “severely cost-burdened.” For renters, housing costs include gross rent 
(contract rent plus utilities); for owners, they include mortgage payments, utilities, 
association fees, insurance, and real estate taxes. Table 3 provides an overview of 
housing cost burden by tenure. 
 

Table 3: Housing Cost Burden Overview by Tenure 
 

Cost Burden Level Owner Renter Total Own% Rent% Total% 
Not Cost Burdened 

(≤30%) 133,720 76,105 209,825 41% 23% 65% 

Moderately Burdened 
(30–50%) 26,735 33,925 60,660 8% 10% 19% 

Severely Burdened 
(>50%) 19,920 31,860 51,780 6% 10% 16% 

Total 181,300 143,545 324,840 56% 44% 100% 
Source: HUD CHAS Data (2018–2022 ACS), released 12/23/2025. Cost-burden data are unavailable for 
approximately 2,575 households (1%), which are excluded from the percentages above. 
 
Charts 3 and 4 provide a visual representation of Table 3. 
 

Chart 3: Owner Occupancy Cost Burden Level 
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Chart 4: Renter Occupancy Cost Burden Level 

 
 
Of the 143,545 renter households in San José, 20% (65,785) are burdened by housing 
costs, compared to 14% (46,655) of the 181,300 owner households. A total of 112,440 
households, comprising renters and owners, are burdened by housing costs.  
 
Based on Table 3 and the total households that are housing cost-burdened, the data 
can be segmented by income categories. Table 4 below shows cost-burden rates 
across all income categories for all households.  
 

Table 4: Cost Burden by Income Level (Ownership & Rental Units) 
 

Income Level CB >30% % 
≤30% (ELI) 40,890 36% 

>30–50% (VLI) 25,365 23% 
>50–80% (LI) 24,050 21% 

>80–100% (Mod) 9,880 9% 
>100%  12,255 11% 
Total 112,440 100% 

Source: HUD CHAS Data (2018–2022 ACS). “CB>30%” = cost burden exceeding 30% of income. 
“CB>50%” = severe cost burden exceeding 50%. “Rate” = share of households in that income group 
experiencing any cost burden (>30%). ELI/VLI rows highlighted. 
 
Renters at or below 30% AMI are the most burdened by housing costs, comprising 
40,860 households, followed by renters between 31% AMI and 50% AMI, comprising 
25,365 households, and renters between 51% AMI and 80% AMI, comprising 24,050 
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households. Combined, the 90,275 households at or below 80% AMI, both renters and 
owners, are moderately or severely burdened by housing costs. 
 
Therefore, of the 143,350 households in San José, both renters and owners at or below 
80% AMI (from Table 1), 90,275 households, or 63%, are housing cost-burdened.  
 
As noted above, the overwhelming majority of the housing cost-burdened households 
likely reside in the total of 73,181 rental and owner units that are income- or rent-
restricted or rent-subsidized. Therefore, 81% (73,181 of 90,275) of all housing cost-
burdened renter and owner households live in income- or rent-restricted housing 
programs.5   
 
The remaining 19% of households are living in housing units not subject to regulatory 
oversight by the Housing Department.  
 
Income restricted programs, specifically those governed by Low Income Housing Tax 
Credits, allow annual rent increases the range of 5% to 8% while units subject to the 
Apartment Rent Ordinance allow annual rent increases of up to 5% and units governed 
by the Housing Choice Voucher Program allows annual rent increases subject to a rent 
reasonableness analysis that assess the annual rent increases in the housing market.  
 
(iii) Estimated Housing Units Affordable by Income Category 
 
As noted above, San José’s housing stock consists of approximately 345,066 total 
housing units, of which 328,550 (96.5%) are occupied. Drilling down, the data can be 
segmented to estimate the number of housing units in San José within the affordability 
range using the Housing Department’s programmatic databases.  
 
Table 5 below shows the breakdown of the housing stock by affordability levels and 
applicable income or rent-restricted programs and Chart 5 is a visual representation of 
Table 5. 

Table 5: Housing Stock by Type 
 

Housing Type Units Share Est. Renter Renter % 
Single-Family (incl. townhomes) 213,819 63% 46,826 32.6% 

Multifamily (3+ units) 110,105 32% 91,201 63.5% 
Mobilehomes/Other 10,741 4% 1,939 1.4% 

Duplex 4,510 1% 3,581 2.5% 
Total 340,392 100% 143,545 100% 

Source: U.S. Census Bureau, 2018–2022 ACS (Tables DP04, B25032) and City Data.  
 

 
5 Note, all Housing Choice Voucher Units are subject to the Tenant Protection Ordinance as administered 
by the Housing Department.  
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Chart 5: Housing Type Citywide – Total Units, Rent & Own 

 
 
Single-family homes (including townhomes) account for 62% of the housing stock, while 
multifamily units (3+ units) make up 33%. Approximately 42% of all units are renter-
occupied, with rental tenure concentrated heavily in the multifamily sector (90% of 
multifamily units are rentals). 
 

• Loan-Restricted Affordable Units: 21,053 units are tracked through City Asset 
Management, the California Tax Credit Allocation Committee, Internal Revenue 
Service Code Section 142 Bond Financing, or HUD oversight programs. These 
units serve households across income tiers, with the largest share serving VLI 
households (9,410 units) and 2,717 units restricted at the ELI level. 
 

• Deed Restricted Affordable Units: 2,095 units produced under the IHO per 
administration of the IHO compliance plans.  

 
• Rent-Stabilized Units (Apartment Rent Ordinance): 38,387 units are currently 

registered under the City’s ARO. These units provide rent stabilization 
protections that generally serve moderate-income renter households. Median 
rent across all rent-stabilized units is currently $2,158 compared to the median 
rent across all rental units in San José of $2,840.6  

 
• Mobilehome Park Ordinance: There are 10,741 lots housing mobilehomes and 

RVs across 58 parks regulated by the City’s Mobilehome Rent Ordinance, in 
 

6 San José Housing Market Update, 2025 Quarter 4 Report   

https://www.sanjoseca.gov/home/showpublisheddocument/128417/639070100399100000
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addition to other boats, Recreational Vehicles, and other non-traditional housing 
units that serve as de facto affordable housing. 
 

• Housing Choice Voucher Program: The federal Housing Choice Voucher 
Program provides rental assistance to extremely low- and very low-income 
households, enabling participants to access housing at affordable rents. 
Households generally pay approximately 30% of their income toward rent, with 
the subsidy covering the remainder up to HUD-established limits. The Santa 
Clara Housing Authority, per the 2025 Moving to Work Plan, administers 20,195 
Housing Choice Vouchers, including 4,370 Project-Based Vouchers and 15,825 
Tenant-Based Vouchers.  

 
Summary of Primary Funding and Financing Tools  
 

1. Gap Financing Program (GFP): The Housing Department administers the GFP, a 
proactive tool providing loan funds for traditional affordable housing production. 
This form of financing production relies on layered financing, including low-
income housing tax credits, capital subsidies from various sources, and long-
term regulatory agreements. While effective at producing units, that model is 
capital-intensive and requires extended development and financing timelines. 
The GFP provides both construction and operating funding.  

 
2. Private Activity Bonds (PAB): The Housing Department, in partnership with the 

Finance Department, can provide Section 142 of the Internal Revenue Service 
Code Private Activity Bonds. The tax-exempt bonds are traditionally synced with 
the administration of the Internal Revenue Service Code Section 42 4% Low 
Income Housing Tax Credits. This financing is for capital expenditures only to 
support a housing development. The PAB tool also supports other forms of public 
infrastructure and is subject to a cap on the City’s bonding capacity.  

 
3. Master-Lease Financing (MLF): The Housing Department recently announced a 

new housing finance tool, master leasing. This proactive tool uses a contractual 
commitment to a per-unit rent subsidy, which directly impacts the revenue ledger, 
rather than traditional construction or general operations funding. The City can 
leverage existing housing inventory and current market conditions to secure 
affordable units more rapidly or use the total value of the committed rent subsidy 
revenue to allow a project to finance the issuance of construction bonds. 

 
4. Inclusionary Housing Ordinance (IHO): The IHO provides a range of regulatory 

pathways for market-rate housing development projects to achieve IHO 
compliance by providing units affordable to households at 30% to 110% AMI, 
based on the most recent City Council action. The IHO tool is reactive and 
functions as a regulatory mechanism to add a rent affordability component to 
proposed market-rate housing development. Developers are provided multiple 
pathways to achieve compliance.   
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5. Production Incentive Programs (PIP): The Multifamily Housing Incentive 
Program, and the Downtown Highrise and Conversion Programs are proactive 
tools to catalyze housing production. The Multifamily Housing Incentive Program 
provides housing developments with waivers of City Taxes and Fees in primarily 
growth areas in Urban Villages throughout the City for the production of housing. 
The Downtown Highrise and Conversion Programs provide similar waivers of 
City Taxes and Fees for new high-rise housing developments and for the 
conversion of existing office buildings into residential developments in downtown 
areas.  

 
New Uses of Existing Tools  
 
The principal goal of the City’s Housing Element is to create an abundant and more 
affordable housing stock. Local funding resources will not be sufficient to empower a 
single tool (GFP) to address the housing cost burdens of very low- and extremely low-
income households, for both renters and owners. In addition, deeply concentrated 
affordable housing requires the removal of the property from the property tax role. 
Therefore, what is proposed below are new uses for existing tools that mix and match 
programs innovatively to leverage a broader array of public-private partnerships. To 
achieve housing abundance for all income levels, as articulated in the Focus Area for 
Building More Housing, there are three primary objectives: 
 

(i) Attracting Capital;  
(ii) Linking Capital to Land; and 
(iii) Fostering Public-Private-Partnerships.  

 
The City has made significant progress in providing affordable housing for VLI and ELI 
households. Addressing the needs of housing cost-burdened families requires a 
comprehensive, multifaceted approach. As the data analysis above demonstrates need 
across the income scale and among housing owners and renters alike. Given the vast 
and growing limitations on federal, state, and local resources, no single tool will have 
the necessary resources to address the needs of housing cost-burdened families at or 
below 50% AMI or across the AMI scale. Therefore, we must innovate our approach to 
financing abundant housing stock across the full range of household incomes.   
 
As discussed in the Cost of Residential Development Study in December 2025, both 
affordable and market-rate housing have a substantially similar cost structure for 
building materials when developing new units. The deltas in the cost per unit for an 
affordable project at or below 50% AMI and a market-rate project are driven by the 
forms of capital attraction. Affordable housing developments traditionally use the public-
sector Low Income Housing Tax Credits, which require additional funding sources to 
bridge the gap between expenses and revenues. Market-rate housing developments, 
traditionally, utilize private-sector financing through banks or private equity funds, which 
requires reductions to expenditures in order to close the gap between revenues and 
expenses. The differences in the sources of financing define why affordable housing 
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development per unit costs are always higher than market-rate housing development 
costs.  
 
Crossing the financing streams in innovative ways for housing production can create 
new opportunities to build abundant and affordable housing stock while sustaining 
property tax yields. The following examples demonstrate this approach:  
 

• Example 1: Combine GFP and IHO: As a stand-alone program, the IHO functions 
as a reactive regulatory tool. As market-rate housing developments are submitted 
for entitling land for future production, an IHO compliance plan is submitted for 
approval. As discussed above, the means of financing market-rate unit 
production is a hindrance to reducing rent levels and thereby the AMI levels of 
the households served. An option for driving the AMI levels lower in a market-rate 
building is to provide a loan for construction and operating. This combined tool 
will only be effective for Tower or Wrap frame housing developments where the 
utilization of prevailing wage labor is already built into to the development. In 
addition, by combining these tools the affordability level can be bought down to 
50% AMI, while also sustaining property tax yields.  

 
• Example 2: Combine PAB and MLF: The PAB market is used to fund many forms 

of public infrastructure including housing. Traditionally, the use of PAB in housing 
has been combined with a 4% Low Income Housing Tax Credit program to 
support the financing of a housing development. As discussed above, the City 
has traditionally only combined PAB with GFP to support the production of 
affordable housing, which requires multiple other capital sources to align uses to 
sources. In addition, housing developments funded by this approach are property 
tax exempt because the VLI and ELI AMI household targeted do not produce 
sufficient rent revenues to pay property taxes. An alternative use of the PAB tool 
is to combine it with Master-Leasing. The IRS Code Section 142 regulating the 
use of PABs in housing developments places an AMI cap on 40% of the units at 
or below 60% AMI. Therefore, 60% of units in an apartment building can be 
Master-Leased up to 110% AMI utilizing City funding, creating a mixed-income 
building that may likely sustain property tax yields while allowing for deep 
affordability.  

 
• Example 3: Combine PIP and MLF: PIP reduces expenditures for housing 

development by waiving City taxes and fees applied to a project. The PIP tool is 
primarily applied to the construction of the housing development and has a 
smaller impact on the continuing operations as rent levels are a primary drive of 
Return on Costs and supportable debt for a market-rate residential building. An 
alternative use PIP would be to combine it with MLF, which would maintain the 
rent levels needed to achieve Return On Costs while buying down the AMI levels 
for the affordability of the units. The combination of PIP and MLF could also 
reduce the risk profile of the development in the capital markets, as the MLF 
would create a form of guaranteed revenues, thereby potentially reducing interest 
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rates applied to debt financing. In addition to achieving both unit production and 
affordability of units, the property will remain on the tax role generating income 
for the City.  

 
• Example 4 - Combine MLF and IHO: As mentioned prior, as a stand-alone 

program the IHO functions as a reactive regulatory tool, but when combined with 
proactive tool of MLF, a bridge between land and capital is created. Master 
Leasing can function as a guaranteed revenue stream for a residential 
development for the IHO units proposed. The developer of a market-rate housing 
project can increase the number of IHO compliance units offered, thereby 
increasing the revenue stream under MLF. Some housing developments could 
buy affordability down to 30% AMI for some units, fostering a mixed-income 
community, with deep affordability while also sustaining property tax yields to the 
City. 

 
The Housing Department can develop underwriting criteria for each example above and 
return to City Council with details on proposed structures, funding, financing and eligible 
projects, if available. 
 
 
COORDINATION 
 
This memorandum has been coordinated with the City Attorney’s Office and City 
Manager’s Budget Office. 
 
 
 
        /s/ 

Erik L. Soliván  
Director, Housing Department 

 
 
For questions, please contact Banu San, Deputy Director, Housing Department, at 
Banu.San@sanjoseca.gov or (408) 975-4489. 
 
 

mailto:Banu.San@sanjoseca.gov
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