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1.0 INTRODUCTION

The failure of the Council On Affordable Housing (COAH) to fulfil its responsibilities under
the Fair Housing Act and its own regulations, and its inability to adopt third round rules as dirceted
by the New Jersey Supreme Court, resulted in the Court’s March 10,2015 decision in"Mount Laurel

1V". Asaresultof COAH's inability to act, the Court in Mount Laurel [V, bas returned to the courts

their role as the forum of first resort for evaluating municipal compliance with Mount Laurc|'
obligations. Because of COAHs inactions, the Mount Laurel designated judges must now. notonly
hear and decide actions addressing municipal compliance with constitutional obligations. but must
also establish a “fair share™ against which municipal compliance may be mcasured. The absenee
of an established “yardstick™ for the measurement of municipal compliance. previously provided by
COAH. is complicated by a significant divergence of opinions advanced by the competing interests
as to an appropriate calculation of a municipality’s “fair share™,

Morris County, along with Essex , Union and Warren counties are located in the "Northwest”™
Region of New Jersey (Region 2) as established by COAH pursuant to the provisions of the New
Jersey FFair Housing Act (FHA). The threshold issue of the appropriate methodology to be utilized
for the determination of regional alfordable housing needs and the assignment ot affordable housing
needs to the municipalities in the region was initially addressed in Ocean County within Region 4 by
the Honorable Mark Troncone, J.S.C., and was the subject of a February 18, 2016 opinion that
addressed the treatment of the housing need that arose during 1999~2015 “gap period” ol COAIl™s
inaction. This opinion was reviewed by the Appellate Division and ‘was subsequently affirmed but

modified in the January 18, 2017 decision of the Supreme Court (Mount Laurel V). Mount Laurcl

V has further clarified the consideration and inclusion of the gap period housing needs within an
expansion of Present Need to include a gap component referred to as “*Gap Present Need™. All of'the
municipalities in the Ocean County settled their cases and the Ocean County trial was not resumed.

A trial on the methodology to be utilized in determining regional and municipal aftfordable
housing needs was scheduled in Mercer County by the Honorable Judge Mary C. Jacobson. A.J.S.C..

commenced in Mercer County on January 9, 2017 and continued through June 19, 2017. consuming

! Southern Burlington NAACP v. Twp. of Mount Laurel, 67 N.J. 151 (1975), Southern
Burlington County NAACP, et al v. Township of Mount Laurel 92 N.J. 158 (1983 (Mount Laurel 11)
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3.0 HOUSING REGIONS

The New Jersey Supreme Court in its Mount Laurel decisions, and the Fair Housing Act have
determined that municipalities have “a constitutional obligation to provide through its land usc
regulations a realistic opportunity for a fair share of its region’s present and prospective necds for

housing for low and moderate income families™ (N.J.A.C. 52:27D-302).

Prior Round Delineations

There were six Housing Regions established in Round 1. and these Regions were adjusted in
Round 2 to include at least one “central city” and to consider “journey to work™ information. The
adjustments that were undertaken in Round 2 moved Sussex County from Region 2 to Region |:
Warren County from Region 3 to Region 2 and Mercer County from Region 5 to Region 4. These

Round 2 revisions resulted in the following Regions. which have not been further adjusted:

New Jersey Council On Affordable Housing Regions (1993-1999)

Region Counties Included

Region 1- Northeast Bergen, Passaic, Hudson, Sussex
Region 2 -Northwest Essex, Morris, Union, Warren

Region 3 - West Central : Middlesex, Somerset, Hunterdon
Region 4 - East Central Monmouth, Ocean, Mercer

Region 3 - Southwest Camden, Gloucester, Burlington

Repion 6 -~ South-Southwest Atlantic, Cape May. Cumberland, Salem

The Round 3 calculations prepared by COAH, through the last, unadopted regulations
published on June 2, 2014, continued to utilize the Housing Regions that were established in Round

2, notwithstanding more recent information available from both the 2000 and 2010 Census.

FSHC Regions - The methodology employed by the Fair Share FHousing Center in its May
17. 2016 report: “New Jersey Fair Share Housing Obligations for 1999-2025" has adopted and
utilized, the Round 2 Housing Regions. It is further noted by FSHC (page 26) that “COAII
reexamined and reaffirmed these six housing regions in 2004, 2008 and 2014. No further analysis

or change in housing regions is required”.




Kconsult Regions - The May 16, 2016 report prepared by Econsult Solutions entitled “New
Jersey Affordable Housing Need and Obligations”™ presented a more detailed examination of Housing
Regions established in the Prior Rounds. Econsult reviewed the definition of the [lousing Regions
established in Round 1 and in Round 2, examined live/work refationships. discussed the changes in
the 1999 PMSA and 2013 Metropolitan Area definitions and concluded that while other
configurations are possible, these other combinations would be influenced by judgmental factors that
would need to be balanced with the FHA’s objective of defining regions “which exhibit social.
economic and income similarities™. In the absence of an alternative standard. Econsult has also

utilized the regions detined in Round 2 and most recently used by COAH and FSTIC.

Mercer County Opinion - The housing regions established pursuarit to the FHA. established

(modified) by COAH in Round 2 and were maintained by COAH in all three iterations of the third
round rules. The designation of Morris County within the Northwest (Region 2) along with Essex.
Union and Warren Ocean counties has been accepted by both FSHC and Econsult in their most recent
(May 2016) methodologies. To the extent that there was no disagreement as Lo the delineation of. and
the specific counties included within, the housing regions, there was no testimony at trial or in the

Mercer Opinion as to the regions for which the needs would be determined.




4,0 PRIOR ROUND OBLIGATIONS

The municipal affordable housing needs that were cstablished in the Prior Rounds (1987-
1999) that have not been satisfied, continue as an unmet obligation, legally assigned by COAT, that
remain to be fulfilled by those nmﬁicipalities. The Supreme Court, in its March 2015 decision.
confirmed that municipalities are expected to fulfill their prior round obligations that were established

for the period from 1987-1999,

1987-1999 Obligations

The rccords maintained by the New Jersey Department of Community Affairs reveal that
the data representing the municipal Round 1 and Round 2 obligations. as originally assigned in 1993,
yielded a total Statewide affordable housing obligation for 85,853 units, which is slightly different
than the total of 85,964 units published in 2008 by COAH in thelsecond iteration of the Third Round

rules.

FSHC Prior Round Obligation - The May17. 2016 report prepared for FSHC discloses a

Prior Round Obligation for 85,964 affordable housing unit and is reported o be based upon the
COAH’s calculation in 1993-1994 and published in 2008.

Econsult Prior Round Obligation - Econsult’'s May 16, 2016 *New Jersey Alfordable

Housing Need and Obligations™ report identifies a Prior Round Obligation for 85.853 alfordable
housing units. which is the obligation maintained by the New Jersey Department of Community

Affairs and assigned to municipalities for Round 2 in 1993.

Morris County Prior Round Obligations

In the context of Region 2, the Prior Round Obligations reported by FSHC amount 1o 9.294

units while Econsult reports a lotal of 9,382 units. The total difference in the prior round obligation




for Region 2 amounts to 88 units and is confined to two (2) municipalities® located in Morris County:

Prior Round (1987-1999) Affordable Housing Obligations

FSHC Econsult ;

05/17/16 05/16/16 Ditference
Essex County 1.930 1,930 0
Morris County 4975 5.063 - -88
Union County 1,967 1,967 0
Warren County 422 o _422 _ 0
Region 2 9,294 . 9382 -88

The overall deviations in Region 2 are attributable to a 89 unit decrease in the prior round
obligation for the Town of Morristown and a 1 unit increase in the obligation for Parsippany-Troy

Hills Township, yielding a net decrease of 88 units in both Morris County and Region 2.

Mercer County Opinion

The two measurements of the 1987-1999 Prior Round Obligations prepared by COAH in
1993 and 2008 COAH reflect a minor deviation of 111 units statewide, a deviation of 88 units in
Morris County and Region 2. The latter (2008) tabulation prepared by COAH was adopted in the
Mercer County Opinion as it represented the most up-to date determination of Prior Round
Obligations:

Prior Round Affordable Housing Obligations

_ 1987-1999
New Jersey ; 85,964
Region 2 9,294
Morris County 4975

* There are also offsetting “rounding” differences in Garwood Borough (+1) and Union
Township (-1) in Union County.,
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5.0 TRADITIONAL PRESENT NEED

Traditional Present Need, also referred to as “Indigenous Need™ or “Rehabilitation Share™.
is that portion of the total housing inventory within each municipality that is represented by deficient

housing occupied by low and moderate income households.

Revised Deficiency Measures - The prior rounds Icalculated Present Need as deficient
housing units that weré identified by surrogates that would indicate the likelihood that housing units
are deficient. Six housing quality characteristics were utilized. along with structure age. and
represented the full range of characteristics that was available from Census data to estimate deficient
‘housing. These characteristics included the year the structure was built. persons per room.
inadequate plumbing, inadequate kitchen facilities, inadequate heating, inadequate sewer services

and inadequate water supply. These inadequacies were calculated at the sub-regional level due (o

constraints on data availability for municipalities and allocated to individual municipalities, The

Round 2 methodology utilized the seven proxies then available from Census data and classified units

as deficient when two or more deficiencies were identified in these surrogale measures.

Due to changes in data availability as well as improvements in municipal data. COAH"s 2004
Round 3 methodology replaced the seven proxies from the prior round with three surrogates. two
of’ which could be measured directly (inadequate plumbing facilities and inadequate kitchen
facilities) as well as one for old and overcrowded units represented by housing units constructed
before a given date with more that 1.01 persons per room. Under this updated approach. the

identification of a unit with any one of the three proxies would be classified as deficient.

FSHC Present Need - Consistent with the Third Round approach utilized by COAH. Present

Need is estimated by FSHC at the start of the Prospective Need period for the forthcoming round.
which for Third Round calculations, would be as of July 1, 2015. Present Need. as previously
discussed, represents that portion of the total housing inventory within each municipality that is
represented by deficient housing occupied by low and moderate income households at the beginning

of the Prospective Need period. FSHC estimates the number of deficient housing units in a
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municipality using a process similar to that utilized by COAH to determine the Rehabilitation Share
in the past. Although the number of surrogates, or proxies, used 1o identity deficient units has been

reduced from seven to threc, data is now available at the municipal level compared to the use of

calculations in the prior round at the sub-regional level that were then allocated to municipalitics.

The estimate by FSHC of the number of deficient units as of July 1. 2015 utilizes the three
new surrogates for deficient units; a) lacking complete plumbing facilities: b) lacking complete
kitchen facilities, and; ¢) overcrowding (more than 1.01 persons per room) in housing units at lcast
50 years old. As indicated by FSHC the, ** Use of the year 1965 as a cut-oft assurcs that all housing
is at least 50 years old as of 2015" (FSHC, May 17,2016, page 16). Steps are then taken to identify
“unique deficient” units to avoid double counting units with multiple deficiencies. The proportion
of unique deficient units occupied by LMI households is then calculated using 2010-2014 ACS

PUMS data applied to COAH calculated income limits, The number of deficient housing unifs

occupied by LMI households was estimated by FSHC to amount 82,655 units in 2000,

The regional LMI share as of 2012 (midpoint of the 2010-2014 ACS data) is then applicd
lo each municipality’s share of the regional unique deficient housing units to yield cach
municipality’s 2012 Present Need. Since data was not then available for 2015, FSHC estimated the
number of unique deficient units as of July 1, 2015 by projecting the 2000 to 2012 change to 2015,
This projection results in the estimate of Present Need as the number of “deficient housing units

occupicd by LMIHH in2015" being 60,015 LMI housing units, which is a decrease from the 82.653

unique deficient housing units estimated to be occupied by LMI households in 2000:

FSHC - New Jersey Present Need (Pre-Secondary Sources)
2000 2015 Change

Unique Deficient LMI llousing Units 82,655 60.015 -22.,640

The process that is used to estimate Present Need in 2000 and which is used to caleulate the

2000-2015 increment, does not estimate the “old and overcrowded" housing units using the 50 ycar

threshold used in the 2015 estimates, bul uses the same 1965 cut-off date, rather than 1950 that

would have been applied if this calculation had been prepared in 2000. By changing the definition
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of “old™ and crowded from 50 years for 2015 to 35 years for 2000, FSHC derives a higher Present
Need estimate for 2000 than for 2015. The substantial decline in Present Need is impacted by the
change to the 50 year definition used for “old and overcrowded” in the 2000 estimate, a category that

accounts for two-thirds of all deficient units.

Econsult Present Need - In their May 16, 2016 rcport (New lersey Affordable Housing

Need and Obligations), Econsult provides a detailed discussion (pages 16-26) of the methodology
employed in their estimation of Present Need. The information presented by Econsult indicates. in
their opinion that Present Need, also known as “indigenous need” or “rehabilitation sharce™
“represents an estimate of the current stock of deficient housing within cach municipality occupicd
by low and moderate income houscholds™ Econsult further contends that Present Need is an
estimate of current conditions that should be estimated at the start of the Prospective Need period.
which for the third round calculations would be as of July 1, 2015. Unlike other components of
need, the base unit of measurement is not households, but housing units. The Econsult report
reviews the methodology employed in Rounds | and 2 for the calculation of Present Need as well |
as the elimination of re-allocated Present Need in COAIN's Round 3 methodologics published in
2004, 2008 and 2014. The Round 3 change in the surrogates utilized and the elimination of the *re-
allocated Present Need™ (which were challenged but upheld by the Appellate Division). were
acknowledged and adopted by Econsult in their use of the Round 3 approach for the calculation ¢f
Present Need.

Econsult employs a four step process to estimate Present Need at the start of the Frospective
Need period in 2015. The specific procedures utilized by Econsult uses the three new surrogates tor
delicient units; a) lacking complete plumbing facilities; b) lacking complete kitchen facilities. anc:
¢) overcrowding (more than 1,01 persons per room) in housing units at least 50 years old (1960).
The data utilized in the preparation of these Present Need estimates is derived from the 2000 Census
and from PUMS data from the 2009-2013 ACS, which provides an estimate for the 2011 mid-point.
The efforts undertaken to assure the mutual exclusivity of the deficient units are described and
estimates of “unique deficient™ units are derived [rom'2009-2013 ACS data yielding a 2011 “mid-
point” estimate. A similar process was undertaken by Econsult using 2000 Census data 10 estimate

the LMI Present Need as of 2000. The Present Need estimates prepared by Econsult utilized the “old
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and crowded™ surrogate encompassing units that were at least 50 years old (constructed pre-1950 for
the 2000 estimate and pre-1960 construction for the 2015 estimate).
The proportion of the unique deficient units occupied by LM] households was derived using

the PUMS data from the 2009-13 ACS_in comparison to the median household income information

for the same time period from the 2009-2013 ACS data. This series of estimates and calculations

yielded an estimate that, of the 90,690 unique deficient housing units identified in the 2011-2013
ACS data, approximately 67.8 percent, or 61,500 units, were unique deficient units occupied by LMI
households as of 2011 (2009-2013).

Inorder to project the number of unique deficient housing units occupicd by LMI households
102015, a similar analysis was undertaken using PUMS da.ta from the 2000 Census with the number
of LMI households being derived directly from the 2000 Census. The proportion of the unique
deficient units occupied by LMI households were estimated by Econsult using the household size
and income levels (used in the Prospective Need calculation) and these county proportions were
applied to the estimate of unique deficient units for each municipality, resulting in estimates of
unique deficient LMI units. These procedures yielded an estimate of 52.386 unique deficient
housing units occupied by LMI households in 2000. The increment in the number ol unique
deficient LMI housing units from 2000 (52.386) to 2011 (61,500) provided the basis for the
projection ol an increase to 65,034 LMI unique deticient units in 2015, representing the 2015
statewide Present Need. |

The calculations of Present Need undertaken by Econsult at the beginning of the Prospective
Need cycle (2015) indicates an increase in the proportion of unique deficient housing units occupicd
by LMI households, from 65.8 percent in 2000 to 67.8 percent in 2011, as well an increase in the
total number of unique deficient housing units occupied by LMI households. from 52,386 in 2000
to 65,034 units in 2015:

Econsult - New Jersey Present Need (Pre-Secondary Sources)

2000 2015 Change
Unique Deficient LMI Housing Units 52,386 65,034 12.648
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6.0 PROSPECTIVE NEED

Prospective need is an estimate of the future anticipated nced for affordable housing units

which, by design. definition and prior practice is a future looking projection. The development of

estimates of a future anticipated need for LMI housing is based upon reasonable expectations for
population growth, the accompanying increases in houscholds and determinations of the proportion
of' those households likely to be represented by LMI households. The incremental change in the
estimate of LMI households within each housing region at the beginning and end of this ten year
period represents the regional Prospective Need that is then allocated to the municipalities within
cach region. Increases in population are a primary determinant in the estimation of affordable
housing needs during the 2015-2025 Prospective Need period. Population changes during the 2013-
2025 Prospective Need period, unlike the growth that can be documented from 2000 to 2015. are

dependent upon projections. forecasts and other estimates.

Population Projections

The Round 1 methodology used population projections from the New Jersey Department off

Labor. now New Jersey Department of Laboy and Worktorce Development (NJDLWD) as set [orth

in their “Historical Migration Model™, In Round 2, population estimates were derived by averaging
pop averagin

the NJDLWD projections from the Historical Migration Model and the Economic-Demographic

Model and then were further adjusted using a proprictary model from the Center for Urban Policy
Research (CUPR). The Round 2 methodology cannot be replicated exactly since the Ilistorical
- Migration Model now only provides staiewide projections of total population and the CUPR modcl

is not available,

NJDLWD Population Projections - At the time that the May 2016 reports were prepared.

the most recent NJDLWD population projections had been prepared in 2014 (2012 base) and werce
based on incremeutal five-year projections from 2012 (for 2017. 2022, 2027 and 2032). Thesc

projections did not include cstimates for the 2015 “beginning”, and the 2025 “end" ot the Third

Round, and required interpolation to establish estimates for the desired time lrame, In November
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Econsult’s “averaged™ 20135 statewide population estimate of 8,969.000 persons is 10.987
persons higher than the Census Bureau's 2015 estimate of 8,958,013 persons, while the 2015
estimate (interpolation) from the Economic-Demographic Model of 8,974,040 persons is 16,027
persons higher that the 2015 Census estimate.

In addition to the deviations between the interpolated 2015 populations. there is also a
difference in the amount of population growth projected between 2010 and 2015 by the Historical
Migration and Economic Demographic Models. During the period from the 2010 Census (April |.
2010) and the Census Bureau's 2015 (July 1, 2015) Population Estimate for New Jersey, the State’s
population increased from 8,791,894 persons to 8,958,013 persons, indicating a gain of 166.119
persons during this 5.25 year period, or approximately 31.642 persons annually. The Census
Bureau’s July 1, 2015 population estimate for New Jersey (8,958,013) is closer to the population
projected with the Historical Migration Modc! (8.963,960) than the Economic-Demographic

projection (8,974,040), while the annual population growth between the 2010 Census and the July

1. 2015 Census population estimate, which amounts to 31.642 persons is most similar 1o the

“averaged” population growth of 30,452 persons annually. Nevertheless, both models yield 2015

population estimates (8,963,960 to 8,974.040) that are above the 2015 Census estimate 0f 8.958.013

persons.
2015 Population Comparisons
Census Census NIDLWD 2015
2010 Est 2015 2015 Deviation
Historical Migration 8,791,894 8,958,013 8.963.,960 + 5,947
Economic Demographic 8,791,894 8,958,013 8,974,040 +16.027
Averaged 8,791,894 8,958,013 8.969.000 +10.987

Econsult’s choice of the Round 2 methodology. with the usc of an “average” of the Historical
Migration and Economic Demographic projections, is reported to be based on the reliability of the
“averaged” projections rather than either model individually. Using the NJDLWD biannual
projections that have been published from 2000 through 2012 with comparisons to Census
populations and Census estimates, Econsult reports that the twelve time periods analyzed indicate

an average annual Census population incrcase of 0.39 percent compared the average annual
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Household Population

The projection ot total population is the first step in the process leading to the estimation of
(he increase in LMI households. The next step involves the preparation of the estimated household
population and is derived by deducting the number of persons residing in group quarters, which
includes persons in correctional facilities, college dormitories, military installations, nursing homes.
mental institutions and other “group” facilities. New Jersey's entire population is classified as cither
living in households or in group quarters and the reduction of total population by the number, or

proportion, of group quarters population will yield household population.

FSHC Household Population Estim'a_fg - The methodology employed by FSHC adjusts

the total population through the deduction of Group Quarters population to yield an estimate of
household population. [n FSHC’s population estimates, a group quarters population of 186.167
persons was estimated for 2015 and represented 2,08 percent of the total population. For-2025.
FFSHC estimates a group quarters population of 201,122 persons, or approximately 2.14 percent of
the total estima_ted population. By deducting the group quarters population [rom the total population.
household populations of 8.771.846 personsand 9,175,818 persons were derived for 2015 and 2025.

respectively, and indicate a 2015-2025 household population increment nf‘_404,072 persons:

FSHC Tnta.l and Household Population 2015 and 2025

2015 2025 Change
Total Population 8,958.013 9,377,040 419,027
In Group Quarters 186,167 201,122 14.955
In Households 8.771.846 9,175.918 404,072

Econsult Household Population Estimates - The methodology employed by LEconsultalso
adjusts the total population through the deduction of Group Quarters population to- yield an estimate
of houschold population. Econsult calculates the proportion of persons in group quarters using the
2010 Census and 2014 ACS data by county and age group. and projects thesce proportions to 2015
and 2025, For 2015, Econsult estimates 2.09 percent of the total population (187.770 persons) were
in group quarters and that this group quarters population would be cstimated to account for 2,13

percent (197.750 persons) of the total population in 2025. Deducting the group quarters population.
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household populations of 8.781,230 persons and 9,075,770 persons were derived for 2015 and 2025.

respectively, and indicate a 2015-2025 household population increment of 294,540 persons:

Econsult Total and Household Population 2015 and 2025

Econsult 2015 2025 Change

Total Population 8,969,000 9,273,520 304.520
In Group Quarters 187.770 197,750 9.980
In Households 8.781,230 9.075.770 294.540

Mercer County Opinion - The updated NJDL WD population projections (2014 base) werc

not used by either FSHC or Econsult in the reports submitted in Mercer County. The estimated of

the number of person in households were derived by both FSHC and Econsult by deducting the

estimated number of residents in group quarters. There was not a significant methodological dispute

in this calculation insofar as FSHC and Econsult estimated similar proportions of group quarters

population. Group quarters population was estimated to represent 2.08 percent (FSHC) 1o 2,09

percent (Econsult) of total population in 2015 and from 2.13 percent (FEconsult) to 2.14 percent

(FSHC) of total population in 2025. Due to the negligible differences and in order to maintain

consistency with the prior step, the court accepted Econsult’ group quarters estimates and derived

the following statewide estimates of household population:

New Jersey Population in Households 2015-2025

Population In Group Qtrs. Pop. .'m 18!
2025 0,333.820 -196,544 9.137.276
2015 8,974,810 -186.339 8,798,471
HH Pop Growth 348,805

%]
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Headship Rates and Households
The estimation of the increases in households is derived by FSHC and Econsult using

projections of total population growth, adjusted for non-household (group quarters) population. and
converted to households (occupied housing units) through the use of “headship rates™. The headship
rate represents the probability that a person is a head of a household, and is the [ractional
representation of the commonly used “persons per household™ measure utilized by the Burcau of the
Census. For example, a group of 100 persons residing in 40 households would yield an average ol
2.50 persons per household (100 / 40 = 2,50) and reflect a headship rate (probability) ol 0.40 (40 /
100 = 0.40).

Prior Round Headship Methodology - In COAH's Round 2 methodology. the changes in

actual headship rates between the 1980 Censusand 1990 Census were calculated and future headship
rates were projected to change at one-half the rate observed between 1980 and 1990. The most
recent Census data contained in the 2000 and 2010 Census reveals a virtually unchanged headship
rate during the most recent decennial census interval. In this regard, the headship rate was 0.3728
in 2000 and 0.3735 in 2010, indicating a 10 year increment of 0.0007. Using the Round 2
methodology, one-half of this 10-year increment would be 0.00035 and result in a 5-year projection
(2015) 0f 0.373635 and a 10-year (2020) projection of 0.37385. Extended to 2025, a headship ratc
ol 0.374025 would be indicated:

Projected Headship Rates - Round 2 Methodology

Census Census Projected Projected Projected

2000 2010 2015 2020 2025
Headship Rate 0.3728 0.3735 0.373675 0.373850 0.374025
Persons/Household  2.6820 2.6771 2.6761 2.6749 2.6736

The changes in overall headship rates and average household size that would be derived using
the Round 2 methodology applied to the two most recent decennial Census, would indicate a

nominal decrease in the average household size in New Jersey from 2.6771 persons per houschold




at the time of the 2010 Census o a projection of 2.6736 persons per houschold in 2025, The

corresponding headship rates would amount to 0.3735 in 2010 and 0.3740 in 2025,

FSHC Headship Rates - FSHC has prepared cstimates and projections ol headship rates

that are used to derive estimates of the number of current (2015) and future (2025) households using
the data from the 2010 Census and the most recent (2014 ACS One Year) survey data. The prior
projections prepared by FSHC in July 2015 used the 2013 ACS (One-Year) survey data and updated
this source (o the 2014 ACS (One-Year) survey data in the more recent March 24, 2016 and May 17.
2016 reports. The use ofthe 2010 Census and ACS survey data has disclosed certain inconsistences

that have been acknowledged by FSHC. In this regard, the ACS data for both 2013 and 2014 report

fewer occupied households in New Jersey than the number reported by the 2010 Census. According,
to the ACS survéys. the number of occupied households in New Jersey decreased i?0|11 3.214.360
households at the time of the 2010 Census to 3,176,139 occupied households as of July 1. 2013 and
3.194,844 occupied households as of July 1. 2014, indicating that there were 38,221 fewer
households in 2013 than at the 2010 Census and 18,705 fewer households in 2014 than at the 2010
Census.

Recognizing these disparitics, FSHC engaged Daniel T. McCue, a mathematician with the
Joint Center for Housing Studies of Harvard University, to examine the differences in the Census
and ACS data. Mr. McCue prepared and submitted reports dated January 29, 2016, March 24. 20106.
April' 8. 2016 and May 17, 2016. The January and April reports specifically addressed the
differences in the Census and ACS data and acknowledged thét the lower number ol households
reported in the ACS data is a problem that is not limited to New Jersey, but occurs throughout the
ACS data nationwide. Mr. McCue reports that the Census Bureau has not fully resolved why there
are differences in the household counts and that a comparison 0f 2010 ACS (One-Year) data to the
2010 Census, discloses a difference of 2.1 million households nationwide. After reviewing and
comparing the Census and ACS data. and in view of the small base and high margins of error in the
ACS data, Mr. McCue questions “using two incomparablc data sets” (McCue, January 29. 2016.
Page 9).

Despite these shortcomings. the methodology utilized by FSHC to estimale and project

headship rates for the projection of occupied households, does not abandon the use ol ACS data. but
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Econsult Headship Rates - The headship rates used by Econsult in their May 16. 2016

“Need and Obligations™ report follow the Round 2 methodology where one-half of the change

measured in the prior period is used to project the future. This projection is not a single statewide
rate, but is applied across 8 age-groups in 21 counties for a total of 168 individualized rates. The
specific methodology employed by Econsult recognizes the differences in the household counts off
“the Census and ACS survey data and adopts the approach used by FSHC in re-basing the ACS
estimates to the Census base, adjusting 2010 ACS data to housing data from the 2010 Census. The
projection of headship rate trends also utilizes the actual headship rates from the 2000 Census
(0.3728) and 2010 Census (0.3?35). The increase in headship rates (decline in household size)
between 2000 and 2010 is then applied to the re-based ACS dala 1o yield an cstimated headship rate
of 0.3699 for 2014, The re-based data and re-calibrated headship rate is then projected to increasc
lo 37.04 percent in 2015 and to 37.45 percent in 2025. These adjusted headship rates vicld an

estimate of 3,252,210 households in 2015 and a projection of 3,398.450 households in 2025:

Econsult Population, Headship Rate and Household Projections

2000 2015 2025
Total Population 8.414.350 8,969,000 9.273.520
Group Quarters 194,821 187,770 197.750
In Households 8,219,519 8.781.230 9.075.770
Occupied Households 3,064,645 3.252.210 3.398.450
Headship Rate 0.3728 0.3704 0.3745
Persons Per Household 2.6820 2.7001 2.6706
Increase
Household Population - 561,711 294,540
Occupied Households ~ —eee- 187,565 146.240
Headship Rate ——mee 0.3339 0.4965
Persons Per Household - 2.9948 2.0141

The methodology employed by Econsult estimates an increase of 187.565 households
between 2000 and 2015 (12,299 households/year) and projects an increase of 146.240 households
between 2015 and 2025 (14,624 households/year). The average houschold size is projected to
decrease from 2.7001 persons in 2015 to 2.6706 in 2025. 'The incremental increase between 2013

and 2025 amounts to 294,540 household residents and 146,240 households, indicating a 10 year
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(US. Region, Urban Consumers, Wage Earners, All [tems, Housing, etc) used [or this adjustment
is not identified. The projection of total households by county and age group are then sorted by
regional income limits using HUD 2015 income limits by “family size™. The proportion of lotal
households that are LMI households are not determined using the proportion of households reflected
in the ACS data with household incomes below 80 percent of the median by household size. but in
comparison to HUD “county income limits by family size”. Using this procedure, FSHC estimated
that 1,348,144 of the 3,255,437 total households in 2015. or 41.41 percent, were LMI households.

The process lorestimating the proportion of total households estimated 1o be LMI households
in 2025 utilizes the 2014 ACS income data by county and age group updated to 2015 and then

projected by the tollowing method, *(T)his analysis projects that on a statewide basis 43.0 percent

of New Jersey HH will qualify as LMI, under prior round mcthodblogy, in 2025". The results of

FSHC’s income analysis yields the following estimates of the proportion, and concomitantly, the

number of LMI households as of 2015 and 2025.

FSHC Low and Moderate Income Houschold Projections

2015 2025

Total Population 8,958,013 9.377.040

Group Quarters 186,167 201.122

In Households 8,771,846 9,175,918
Occupied Households 3,255,437 3.460.112
Percent LMI 41.41 42.96
[.MI Houscholds 1.348.144 1.486,615
Increase
Occupied Households e 204.675
LMI Households s 138.471
Percent LMI/Total e 67.65

The proportions of LMI households estimated by FSIC for 1999 (41.16 percent) and for
2015 (41.41 percent) indicate a 16 year increment of 0.25 percent, or 0.0156 percent annually
compared to an increase of 1.55 percent between 2015 and 2025, or 0.155 annually. which is 10

times the annual increment observed between 1999 and 2015. This significant increasc in the LMI
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2015-2025 Prospective Nced Comparisons

FSHC Econsult
Household Population Growth 404,072 294.540
Headship Rate Increment 0.5063 0.4965
Household Growth 204,675 146.240
LMI Proportion Increment 67.65 40.71
LMI Household Growth 138,471 59,540

The differences in the proportion of the increase in total households estimated to be LMI
households is largely attributable to the different ways that they are calculated by Econsult and
FSHC. Econsult. as previously discussed uses the actual median incomes reported in the Census
(ACS) data while FSIHC uses the ACS medians in relationship the income limits used for qualifying
for affordable housing as determined by the COAH and/or HUD “income prids™, These income
grids do not use actual median incomes, but use a process wherc the income for a 4-person
household is estimated from family incomes and then is assigned to smaller and larger families based
upon household size. This income grid assumes that the income ol 3-person houscholds are 90

percent of the income of a 4-person household while 2-person households are allocated 80 pereent

of the income of 4-person households and a 1-person household is assumed to have 70 percent of

the income of a 4-person household.

Mercer County Opinion - A primary distinction between the competing methodologics

in their calculation of the increase in the number of LMI houscholds between 2015 and 2025 is the
use of actual imedian incomes advocated by Econsult and the use ol the HUD-derived income
qualification grid used by FSHC. While the precise mathematical calculations advanced by Econsult
do produce approximate 40 percent LMI ratios consistent with mathematical definition. they do not
utilize the income qualification grid relied upon by COAH in the Prior Rounds. The FHA references
HUD standards and COAH repeatedly made the unambiguous policy decision to use the same
income grid for determining affordable housing need as it used tor income qualification. Although
the court agreed with the use of the income grid for determining 1.MI Ilousehold Ratios that was
advanced by FSHC, it did not endorse the projection of those ratios. COAH’s Second Round rules
do not fully detail the calculations performed to determine LMI ratios, however, the unadopted

Third Round rules clarify COAH’s position that, despite changes in the composition ol the [.MI







disqualify otherwise income eligible households and COAIT included an asset test in cach iteration
of the Third Round Rules. The court found that while the asset test would constitute a reasonable
revision to the methodology. it represents a policy decision that was neither fully vetted nor
specifically approved by the Appellate Division. The asset test and other accompanying adjustments
to the methodology represent policy changes better left administrative rule making and were nol

adopted in the Mercer County Opinion.

Aggregate Regional Need
With the adjustments made by the court, the gross Prospective Needs for the State and

Region diverged from the results of both experts:

New Jersey and Region 2 Gross Prospective Need 2015 - 2025

Econsult FSHC Opinion
New Jersey 54.140° 138,471 73.209
Region 2 12,353 28.269 15.682

* Econsult reduced the projected (2015-25) increase in the number of 1M1 households (59.540)
by 5,400 LMI households with significant housing assets, to yield a regional prospective need for 54,140
households. (Econsult, May 16, 2016, pages S51-55)
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