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NEW JERSEY LOW AND MODERATE INCOME HOUSING OBLIGATIONS
FOR 1999-2025 CALCULATED USING THE NJ COAH
PRIOR ROUND (1987-1999) METHODOLOGY
INTRODUCTION
Under New Jersey’s Mount Laurel Doctrine on exclusionary zoning and affordable
housing, 1 and the state Fair Housing Act enacted in 1985, 2 all New Jersey municipalities and
State agencies with land use authority have a constitutional obligation to create a realistic
opportunity for development of their fair share of the regional need for housing affordable to low
and moderate income households.3 On March 10, 2015, the New Jersey Supreme Court, in In
re Adoption of N.J.A.C. 5:96 & 5:97 by N.J. Council on Affordable Housing, 221 N.J. 1 (2015)
(“In re N.J.A.C. 5:96 & 5:97”), ruled unanimously on the correct method for calculation of Third
Round, post-1999 constitutional housing obligations:
“… as we said in In re Adoption of N.J.A.C. 5:96 & 5:97, supra, previous
methodologies employed in the First and Second Round Rules should be used to
establish present and prospective statewide and regional affordable housing
need.

215 N.J. at 620.

The parties should demonstrate to the court

computations of housing need and municipal obligations based on those
methodologies.” (221 N.J. 7)

1

So. Burlington Cty. N.A.A.C.P., et al. v. Mount Laurel Tp., et al., 67 N.J. 151 (1975) (Mount Laurel I), So. Burlington
Cty. N.A.A.C.P. v. Mount Laurel Tp. 92 N.J. 158 (1983) (Mount Laurel II), and subsequent decisions, including Hills v.
Bernards Township, 103 N.J. 1 (1986), Toll Bros. v. West Windsor Township et al., 173 N.J. 502 (2002), and In the
Matter of the Adoption of N.J.A.C. 5:96 and 5:97 by the New Jersey Council on Affordable Housing, 215 N.J. 578
(2013).
2
N.J.S.A. 52:27D-301 et seq.
3
The Fair Housing Act defines low and moderate income households as households with gross household incomes,
respectively, of 50% or less and between 50%-80% of the regional household median income, adjusted for
household size. N.J.S.A. 52:27D-304c. and d. “Affordable” means that the cost of housing (gross rents including
utilities or mortgage payment, insurances, property taxes, and homeowner fees) is less than 30% of gross monthly
income adjusted for household size for rental housing and 28% of gross monthly income for ownership units. N.J.A.C.
5:80-26.6 and -26.12. The terms “affordable housing” and “low and moderate income housing” are used
synonymously in this report.
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This report presents the methodology for calculating regional housing needs and municipal
housing obligations in accordance with the Supreme Court’s decision.

An accompanying

Appendix A presents the data, calculations, and allocations for the state’s housing regions and
all 565 municipalities in a multi-tab Excel workbook-based model, using this methodology.4
The Supreme Court had previously affirmed, in 2013, the 2010 remedy order by the
Appellate Division that had ordered the New Jersey Council on Affordable Housing (“COAH”) to
determine “prospective need” for the Third Round (post-1999) using a fair share housing
methodology based on the methodology used by COAH in its First Round (1987-1993) and
Second Round (1993-1999) and “the most up-to-date available data.”5

The First Round and

the Second Round are collectively referred to as the “Prior Round.”
Under Mount Laurel and the Fair Housing Act, low and moderate income housing need
(both present need and prospective need) and associated fair share obligations now have three
components: (a) Present Need, (b) Prior Round obligation (1987-1999),6 and (c) Prospective
Need (post-1999). 7 This report presents the methodology for calculating all three components
and allocating regional prospective housing needs to municipalities, and then calculating the Net
Prospective Need component of each municipality’s fair share housing obligation.

It also

provides the results of these calculations for all municipalities in Appendix A, calculating their
4

Fair Share Housing Center submitted an earlier, July 2014 version of this report, and its Appendix A Excel
workbook, to COAH in August 2014 and to the Supreme Court in October 2014 with its Motion to Enforce Litigant’s
Rights. In April 2015, Fair Share Housing Center released a revised version of the report and a substantially revised
Appendix A Excel workbook.
5
416 N.J. Super. 462 (App. Div. 2010) and 215 N.J. 578 (2013).
6
The Prior Round obligation was initially the cumulative prospective need for 1987-1999, as defined and calculated
by COAH in 1994 in its Second Round Rules, N.J.A.C. 5:93 Appendix A
7
In 1994, in the first Mount Laurel case to be fully tried since Mount Laurel II, decided the year before, Judge
Serpentelli established and explained a method of fair share housing allocation and applied it to a municipality. AMG
Realty Company v. Township of Warren, 207 N.J. Super. 388 (1984). AMG begins by explaining how the
methodology was developed, including the role of planners for various parties, including Court-appointed masters and
experts, in reaching a consensus methodology. Enactment of the Fair Housing Act in 1985 codified major
components of the methodology. N.J.S.A. 52:27D-301 et seq. COAH First Round Rules detailed the methodology in
1986. N.J.A.C. 5:92. COAH Second Round Rules refined the methodology in 1994. N.J.A.C. 5:93.
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Present Need, Prior Round obligation, and Net Prospective Need for 1999-2025 using the Prior
Round (1987-1999) methodology.

Several principles have guided the preparation of this methodology and its model:

•

Calculation of present need at the municipal level

•

Regional projection of prospective housing need

•

Allocation of gross regional housing need to municipalities

•

Calculation of net prospective need at the municipal level

•

“the most up-to-date available data”

•

Transparency in the fair share methodology model

•

Consistency in time periods for start dates and projection dates in the model

•

Consistency in data sets in the model’s components

The context of this methodology’s housing need calculations and allocations is important
to establish upfront. New Jersey currently has a total of about 3.18 million households, of which
43%, i.e., 1,375,890 households, have incomes below 80% of median household income and
are considered low and moderate income households under Mount Laurel and the Fair Housing
Act. The current median household income in New Jersey is $70,165, which means that on a
statewide basis households with annual incomes less than $56,132 are considered low and
moderate income, with appropriate adjustments for household size (households with more
people have a higher median income, households with fewer people have a lower median
income).8 One standard approach to calculating housing need is to determine the share of
household income devoted to housing costs, whether a mortgage, taxes, etc. for homeowners,

8

Household income 2013, U.S. Census Bureau, American Community Survey, Table R1901 retrieved April 14, 2015,
http://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_13_1YR_R1901.US01PRF&pr
odType=table
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or rent and utilities for renters. Households that spend more than 30% of their income on
housing costs are considered to be “cost-burdened” and their housing is not considered
“affordable.” Consequently, these households have less disposable income to spend on food,
transportation, health care, clothing, and other essential of daily life. By this metric, 72% of New
Jersey’s low and moderate income households need affordable housing, i.e., 875,310 New
Jersey low and moderate income households are cost-burdened and part of the broader context
of housing need.9 However, COAH excluded cost-burdened households and their affordable
housing needs from municipal housing obligations under the Fair Housing Act, a determination
upheld by the Supreme Court. 10 Consequently, and consistent with the Supreme Court’s
decision, the housing needs of cost-burdened households are not included in the fair share
housing methodology presented in this report.

PRESENT NEED
The Supreme Court directed that the Prior Round methodology be used to calculate
municipal present need. As defined by COAH in its Second Round Rules in 1994, “Present
need” means “the sum of indigenous need and reallocated present need … .”11 However, the
Supreme Court also upheld COAH’s decisions, in its three iterations of Third Round rule-making,
to no longer include “reallocated present need” in the fair share methodology. 12

The Prior

Round methodology defined “indigenous need” as “deficient housing units occupied by low and
moderate in come households within a municipality … .”13 In effect, such housing is in need of
rehabilitation to comply with applicable housing code standards. The Prior Round methodology
calculated the number of low and moderate income families living in “deficient housing” at a
9

U.S. Census Bureau, American Community Survey 2007-2001, HUD CHA User Inquiry Tool, retrieved September
26, 2014, http://www.huduser.org/portal/datasets/cp.html
10
In re N.J.A.C. 5:96 & 5:97, slip opinion, p. 45.
11
N.J.A.C. 5:93-1.3.
12
In re Adoption of N.J.A.C. 5:96 & 5:97, slip opinion, pp. 42-43.
13
N.J.A.C. 5:93-1.3.
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subregional level, due to constraints on the availability of data at the municipal level, and then
allocated indigenous need to municipalities.14
Data is now available at the municipal level from the U.S. Census Bureau in its
decennial census and its American Community Survey of samples of the population (including
the 5% Public Use Microdata Sample, known as PUMS), permitting a refinement and
improvement in the precision and fairness of calculating present need. While COAH used the
term “Rehabilitation Share” in all three iterations of its Third Round Rules, this report uses the
term “Present Need,” as directed by the Supreme Court, to mean the number of deficient
housing units occupied by low and moderate income households within a municipality.” 15
Present Need is a component of a municipality’s fair share housing obligations, which may be
addressed under COAH Second Round rules by either a local housing rehabilitation program or
by creating new units of affordable housing.16
Present Need is calculated in a two-step process, similar to the process COAH has used
to determine the Rehabilitation Share in a two-step process, most recently in 2014.17
First, COAH identified total deficient housing by municipality by using three surrogates or
indicators: (a) overcrowding in housing built before 1960, (b) housing lacking complete plumbing
facilities, and (c) housing lacking complete kitchen facilities. In its March 2015 decision, the
Supreme Court ruled that use of these three surrogates was acceptable.18 COAH also found
through PUMS data in 2014 that about 14.86% of deteriorated units had multiple deficiencies
and made an adjustment to avoid double counting.
Second, COAH determined the degree to which overcrowded and deteriorated housing
would be occupied by low or moderate income households in each county, using 2007-2011

14

N.J.A.C. 5:93 Appendix A.
N.J.A.C. 5:94-1.4, N.J.A.C. 5.:97-1.4, and proposed N.J.A.C. 5:99-1.2, 46 N.J.R. 930.
16
N.J.A.C. 5:93-5.1.
17
Proposed N.J.A.C. 5:99, Appendix B, 46 N.J.R. 957-981, June 2, 2014.
18
In re Adoption of N.J.A.C. 5:96 & 5:97, slip opinion, pp. 45-46.
15
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American Community Survey data, finding a range from 48.6% in Sussex County to 85% in
Hunterdon County, with about a 65.3% statewide average. COAH then applied those county
percentages to the non-double-counted deficient housing in each municipality to compute the
Rehabilitation Share for each municipality.
COAH used the “the most up-to-date available data” from the U.S. Bureau of the Census
for these 2014 analyses, namely the 2010 Census, the 2008-2012 American Community Survey
5-year estimates, and the 2007-2011 American Community Survey Public Use Microdata
Sample (PUMS).

In a departure from the Prior Round methodology, COAH in 2014

extrapolated the observed data from 2010 on housing deficiency and extended anticipated
deterioration to 2014, without a stated reason for the deviation.
This methodology remains faithful to the Prior Round methodology, which used the most
recent decennial census year as the point in time to calculate Present Need, and uses COAH’s
calculated Rehabilitation Share data for each municipality as of 2010, without extrapolation
beyond 2010, as “the most up-to-date available data.” This report recommends that the 2010based analysis, using 2010 PUMS data from the U.S. Bureau of Census, be considered the
Present Need component of the municipal fair share housing obligation. Municipal Present
Need obligations are presented in the Excel workbook in Appendix A.

PRIOR ROUND OBLIGATION
In 1986 COAH calculated prospective need for 1987-1993 (First Round)19 and in 19931994 COAH calculated cumulative prospective need for 1987-1999 (Second Round).20 21 In its
second iteration of Third Round Rules, in 2008, COAH published the Prior Round obligations by

19

N.J.A.C. 5:92 Appendix A presents the methodology for this calculation.
N.J.A.C. 5:93 Appendix A presents the methodology for this calculation.
21
COAH proposed the Second Round rules in March 1993 (25 N.J.R. 1118, March 15, 1993), released a summary of
municipal fair share numbers in November 1993, but then reproposed the rules in December 1993 (25 N.J.R. 5763,
December 20, 1993), and adopted the Second Round Rules effective June 1994 (26 N.J.R. 2300, June 6, 1994).
20
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municipality for 1987-1999 as calculated in 1993-1994. 22 In its March 2015 decision, the
Supreme Court ruled that municipalities still had an obligation to satisfy their Prior Round
obligations (“…our decision today does not eradicate the prior round obligations…”) as
calculated in the Second Round.23
Consequently, the municipal Prior Round obligation, as calculated in 1993-1994 and
published by COAH in 2008, is the Prior Round obligation component of the municipal fair share
housing obligation. COAH’s original gross Prior Round obligation numbers by municipality are
reproduced and presented in the Excel workbook in Appendix A. In many cases, municipalities
have already satisfied some or all of their Prior Round obligations, which can be evaluated on a
case-by-case basis in individual municipal proceedings.

PROSPECTIVE NEED
“Prospective Need” is a projection of low and moderate income housing needs for a
defined period in the future.

COAH first developed, proposed, revised, adopted, and

implemented its fair share housing methodology to project prospective need for the First Round
(1987-1993) in 1986. 24

For its Second Round (1993-1999), COAH maintained the basic

structure of the methodology, and adopted and implemented the updated methodology, with
some minor refinements, in 1994.25

Under its First and Second Round methodologies, also referred to, since the early 2000s,
as the “Prior Round,” COAH determined municipal prospective need in three phases. First,
regional prospective need is calculated. Second, each region’s prospective need is allocated to

22

N.J.A.C. 5:97 Appendix C.
In re Adoption of N.J.A.C. 5:96 & 5:97, slip opinion, p. 42.
24
COAH published the First Round methodology regulations and the methodological, “technical” appendix at N.J.A.C.
5:92-2 through -5 and Appendix A, 18 N.J.R. 1527-1548, August 4, 1986.
25
COAH published the Second Round methodology regulations and methodological appendix at N.J.A.C. 5:93-2 and
Appendix A, 26 N.J.R. 2300-2353, June 6, 1994.
23
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the municipalities within each region. Third, each municipality’s allocated obligation is adjusted
based on additional, so-called “secondary” sources of housing demand and supply. The entire
process has 23 discrete but inter-related steps. This report defines each of these steps and the
“most up-to-date available data” used for each step in this process, as required by the Appellate
Division and Supreme Court. For data that spans the Third Round period of 1999-2025, the
starting point for the data is 1999, the beginning of the Third Round. The “most up-to-date
available data” is used as well, whether available from the 2010 Census or from 2011, 2012,
2013, 2014, or 2015 sources.

This Third Round prospective need methodology follows closely and almost
mechanically the COAH First and Second Round methodologies, in keeping with the Appellate
Division’s 2010 Order, as affirmed by the Supreme Court in 2013 and 2015. 26 Four deviations
from the Prior Round methodology, as follows, have been made to comply with rulings of the
Appellate Division and the Supreme Court and account for legal changes that affect the
methodology.
First, “reallocated present need” is not included in this Third Round methodology.27

26

One policy judgment and methodology change could be considered in light of COAH rules in effect since the First
Round on the types of facilities eligible for credits against municipal fair share housing obligations. The Prior Round
methodology excludes persons who live in “group quarters” from its projections of housing need, yet 14% (about
9,000 units/beds) of the approximately 65,000 affordable units built in New Jersey since 1980 and counted by COAH
(and likely mostly credited by COAH) have been for “alternative living arrangements,” “supportive and special needs
housing,” and “assisted living residences,” as defined by COAH at N.J.A.C. 5:93-1.3 and N.J.A.C. 5:7-1.4. These
facilities are all types of “other noninstitutional group quarters” as defined and counted by the Census. Only 0.33% of
the New Jersey population lived in such “other noninstitutional group quarters” in 2010. This population represents
only 2.51% of New Jersey low and moderate income persons, yet it accounts for 14% of affordable units built and
counted by COAH. Greater congruence between assessed affordable housing need and approved housing/general
quarters types to address that need is a policy judgment and methodology change that could be considered. Indeed,
COAH proposed to add a measure of group quarters demand to its low and moderate income housing need
projections in all three iterations of its Third Round rules, in 2004, 2008, and 2014. Inclusion of a measure of group
quarters demand, based on projected growth in “other noninstitutional group quarters” would add about 2,400 units to
1999-2025 statewide prospective need.
27
In re N.J.A.C. 5:96 & 5:97, slip opinion, p. 42-43.
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Second, the Highlands Water Protection and Planning Act was enacted in 2004, a
decade after COAH adopted its Second Round methodology, so different weightings have been
added for different categories of undeveloped ”available” land in the Highlands Region when
calculating the land allocation factor.

Third, the second State Development and Redevelopment Plan, adopted in 2001 by the
State Planning Commission, designated numerous “centers” in all “planning areas” throughout
the state, so weighting of undeveloped ”available” land has been added for “centers” designated
by the State Planning Commission when calculating the land allocation factor.

Fourth, the Prior Round methodology for calculating filtering is not used, as the Appellate
Division in 2007 rejected COAH’s use in 2004 of data for this purpose from the US. Census
Bureau’s American Housing Survey 1989-1999.28

In all other aspects except the above four responses to legal changes, this methodology
tracks the Prior Round methodology, with the most up to date available data, as closely as
possible.

FIRST PHASE: CALCULATING REGIONAL PROSPECTIVE NEED
Step 1: Identify “housing regions” – COAH has completed the first step in its methodology by
using journey-to-work data from the Census and American Community Survey to determine
groupings of two to four counties into “housing regions,” as required by the Fair Housing Act.29

28

In the Matter of the Adoption of N.J.A.C. 5:94 and 5:95 by the New Jersey Council on Affordable Housing. In Re
Substantive and Procedural Rules of the New Jersey Council on Affordable Housing for the Period Beginning
December 20, 2004 (N.J.A.C. 5:94-1 et. seq. and N.J.A.C. 5:95-1 et. seq.), 390 N.J. Super. 1, 46 (App Div 2007).
29
N.J.S.A. 52:27D-304b.
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COAH last grouped the state’s counties into six housing regions in 1994, as shown and listed
below:30

Source: N.J.A.C. 5:93 Appendix A
30

N.J.A.C. 5:93 Appendix A.
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COAH reexamined and reaffirmed these six housing regions in 2004,31 2008, and 2014.32

Step 2: Determine the population projection period – To project the future need for housing, an
important starting point is projecting the future population, which requires deciding on a
population projection period. COAH’s Second Round ended June 30, 1999. The Fair Housing
Act, as amended in 2001,33 requires that present and prospective need be “computed for a 10year period.”34 This implies a population projection period extending ten years from the present,
i.e., 2015, but beginning in 1999 at the end of the 1987-1999 Prior Round last calculated by
COAH and not invalidated by the courts, for a projection period from July 1, 1999 to June 30,
2025 (26 years).

Step 3: Project regional population 2025 - The New Jersey Department of Labor and Workforce
Development (“NJDOLWD”) regularly prepares, updates, and publishes online population
projections for the state and its counties. In August 2014, NJDOLWD most recently projected
the state’s population by county for 2012-2032 by five-year intervals, as of July 1 for each
projection period, using its “preferred” Economic-Demographic Model.35 NJDOLWD has also
projected populations by age cohorts (five year increments) by county. 36

The projected

population by age cohort and by county as of July 1, 2025 may be calculated by interpolation
from the published NJDOLWD projections for 2022 and 2027. Population projections by county
31

N.J.A.C. 5:94 Appendix A.
Proposed N.J.A.C. 5:99 Appendix A, 46 N.J.R. 949, June 2, 2014.
33
P.L. 2001, c. 435.
34
N.J.S.A. 52:27D-307c.(1). This ten-year period also coincides with the term of a municipality’s immunity from
litigation once granted “substantive certification” by COAH upon approval of its housing element and fair share plan.
The ten-year period starts on the date the municipality filed its housing element and fair share plan with COAH.
N.J.S.A. 52:27D-313a.
35
See “Methodology – The Projection Model,” no date, and “Introduction to Population and Labor Force Projections
for New Jersey Counties, no date, and data tables in Excel available on the NJNJDOLWD website:, at
http://lwd.dol.state.nj.us/labor/lpa/dmograph/lfproj/lfproj_index.html, accessed March 18, 2015.
32

36

The standard age cohorts used by the Census Bureau (before 2000) and by NJDOLWD are: under 5 years, 5 to 9
years, 10 to 14 years, 15 to 19 years, 20 to 24 years, 25 to 34 years, 35 to 39 years, 40 to 44 years, 45 to 49 years,
50 to 54 years, 55 to 59 years, 60 to 64 years, 65 to 69 years, 70 to 74 years, 75 to 79 years, 80 to 84 years, and 85
years and older. For 2000 and 2010, the Census Bureau combined some age cohorts in its presentation of data for
the 100% sample, i.e., SF-1.
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by age cohort are then aggregated into regional population projections for the six housing
regions determined by COAH:

New Jersey Projected Population,
2025
Housng Region

Persons

1

2,409,480

2

2,037,920

3

1,378,500

4

1,650,840

5

1,298,660

6

601,640

New Jersey

9,377,040

To provide some statewide context, the 2010 Census reported a total population for New Jersey
of 8,791,894 persons, while NJDOLWD projected a total 2025 population for the state of
9,377,080 persons, an increase of 585,186 persons, for a projected rate of increase of 0.44%
per year.
Step 4: Identify and remove “group quarters” residents from projections of the total population37
By Census Bureau definition, residents of group quarters, such as group homes, juvenile
institutions, prisons, assisted living residences, and college dormitories, are not part of a
“household” and do not live in “housing units.”38 Therefore, the next step in projecting the future

37

While the COAH Prior Round methodology removed people living in group quarters from the population
projections, COAH nevertheless granted credits against municipal fair share housing obligations for group quarters in
the First and Second Rounds, for facilities it called “alternative living arrangements,” which included group homes,
boarding houses, transitional facilities for the homeless, etc., as well as for assisted living residences. See N.J.A.C.
5:93-5.8 and N.J.A.C. 5:93-5.16 and the definitions of “alternative living arrangements” and assisted living residences
at N.J.A.C. 5:93-1.3. About 14% of the 65,000± affordable units counted by COAH as built since 1980, and mostly
credited, have been group quarters. Granting credits for group quarters without projecting a need for those facilities
is problematic, but that was the COAH methodology in the Prior Round and it is followed here, in this methodology.
38
The U.S. Census Bureau definition of “group quarters,” for its American Community Survey, is:
“A group quarters is a place where people live or stay, in a group living arrangement that is owned or managed by an
entity or organization providing housing and/or services for the residents. This is not a typical household-type living
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need for low and moderate income housing is to identify the population living in group quarters,
both in 2000 and 2010 by age cohort by county. Census 100% sample (SF-1) data provides
this data by county and age cohort. Even more recent data by county are available from the
2013 American Community Survey, which, combined with the Census SF-1 data on age cohorts
by county, provide the most up to date data on group quarters available. It is important to base
household projections solely on projections of people who do not live in group quarters, as such
persons do not constitute “households” as defined by the U.S. Census Bureau, which is why the
group quarters population is first identified and removed from the general population in order to
calculate headship rates in Step 5. To provide some context, 2.12% of New Jersey’s 2013
population of 8,899,339 people, i.e., 188,884 people, lived in group quarters.39

Step 5: Calculate 2000 and 2013 headship rates and project 2025 headship rates – The
headship rate is the “probability that a person is the head of a household,”40 which varies by
demographic groups. In general, the headship rate rises with age, as shown below:

arrangement. These services may include custodial or medical care as well as other types of assistance, and
residency is commonly restricted to those receiving these services. People living in group quarters are usually not
related to each other. Group quarters include such places as college residence halls, residential treatment centers,
skilled nursing facilities, group homes, military barracks, correctional facilities, and workers’ dormitories.”
https://www.census.gov/acs/www/Downloads/data_documentation/GroupDefinitions/2010GQ_Definitions.pdf
<accessed April 28, 2014>
39
U.S. Census Bureau, 2013 American Community Survey, Table B26001.
40
Timothy Dunne, “Household Formation and the Great Recession,” Federal Reserve Bank of Cleveland, August 23,
2012; http://www.clevelandfed.org/research/commentary/2012/2012-12.cfm <accessed April 28, 2014>
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Figure 3:
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Source: Andrew Paciorek, “The Long and Short of Household Formation,” Federal Reserve Board,
2013-26, p. 27, <accessed March 27, 2015>
http://www.federalreserve.gov/pubs/feds/2013/201326/201326pap.pdf

The methodology uses the headship rate to project
the number of future households, by
27
multiplying the projected population for each age cohort by the cohort’s headship rate. By
definition, households live in housing units; projecting headship rates leads to projecting the
need for housing for households. Projecting future headship rates is one of the most critical
assumptions in the methodology.

In its 1994 Second Round methodology, COAH compared actual 1980 and 1990 headship rates
and assumed that headship rates would change during 1993-1999 at one-half the rate of
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change observed during 1980-1990. During 1990-2000, however, the statewide headship rate
in New Jersey, for example, actually declined. The national rate increased from 1990-2000 and
then decreased during 2000-2010, as shown below:
Figure 2:
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.Source: Andrew Paciorek, “The Long and Short of Household Formation,” Federal Reserve Board,
2013-26, p. 26, <accessed March 27, 2015>
http://www.federalreserve.gov/pubs/feds/2013/201326/201326pap.pdf
26

Andrew Paciorek, a staff economist at the Federal Reserve Board, in 2013 projected that the
headship rate should increase in the future “as the labor market slowly recovers,” but he
“deliberately avoided trying to estimate total future households” using projected headship
rates.41

41

Andrew Paciorek, “The Long and Short of Household Formation,” Federal Reserve Board, 2013-26, pp. 21-22,
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The Joint Center for Housing Studies (JCHS) at Harvard University, in its current State of the
Nation’s Housing Report (2014) notes that “while headship rates across income groups have
been relatively constant over the past 10 years [i.e., 2004-2014], growth in each [age] group has
not”42 and that “difficult economic and housing market conditions … reduced headship rates
among the native born” as well as foreign born.43 In its current (2014) household projections
through 2035, JCHS held headship rates constant, noting

“…favorable economic conditions could increase headship rates above levels
assumed in the projection, which would increase the amount of household
growth that occurs as a result of future projected population growth, while on the
other hand a variety of factors weighing down economic opportunities could
result in lower household formation rates. But changes in headship rates would
have a modest effect on the household projections relative to those produced by
changes in the level of net foreign immigration, which remains the greatest
source of sensitivity in the projections.”44

Consequently, this methodology also takes a conservative approach to headship rates, adopting
the actual headship rates observed from the 2000 Census through the current, most recent
available headship rate, from the 2013 American Community Survey one-year data, and
constant, flat headship rates from the present through 2025, consistent with the JCHS projection.

<accessed March 27, 2015> http://www.federalreserve.gov/pubs/feds/2013/201326/201326pap.pdf
42
Joint Center for Housing Studies, Harvard University, State of the Nation’s Housing Report, 2014, p. 12, <accessed
March 28, 2015> http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/sonhr14_txt_bw-ch3.pdf
43
Joint Center for Housing Studies, Harvard University, State of the Nation’s Housing Report, 2014, p. 13, <accessed
March 28, 2015> http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/sonhr14_txt_bw-ch3.pdf
44
Daniel McCue, “Baseline Household Projections for the Next Decade and Beyond,” W14-1, Joint Center for
Housing
Studies,
Harvard
University,
March
2014,
pp.
2-3,
<accessed
March
18,
2015>
http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/w14-1_mccue_0.pdf
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Step 6: Estimate 1999 low and moderate income households by region -– To project the growth
in low and moderate income households by 2025, this methodology first establishes a base of
the number of low and moderate income households by age cohort by region in 1999, the
beginning of the projection period, using 2000 Census data on headship rates and group
quarters.

COAH determined the number of households that were low and moderate income in the First
and Second Round “for eight age cohorts specific to each of 21 counties.” That allowed the
Prior Round methodology to reflect that “to the degree that age cohorts are differently
composed and growing differently, the low- and moderate-income population will also change
as it ages into the future.” 45 COAH used U.S. Census 5% Public Use Microdata Sample
(PUMS) data to determine the share of low and moderate income households for each age
cohort for each county. This methodology replicates that same methodology, using the most
recent data.46

From replicating the Prior Round analysis using 2000 U.S. Census 5% PUMS data and COAH’s
2000 income limits, 41.2% of New Jersey households qualified, on the basis of income, as low
and moderate income households.47 This analysis then applies this percentage to estimated
45

18 N.J.R. 1543; 26 N.J.R. 2347.
Due to changes in Census categories since 2000 the age cohorts available are very slightly different from what was
available in 1986 and 1994: instead of having 25-29 year olds separated out from 30-34 year olds, the two categories
are combined, and also the Census now splits out the 75+ age group into 75-84 year olds and 85+ year olds
47
COAH had found in an earlier iteration of the Third Round rules a slightly lower overall number, 40.3%. N.J.A.C.
5:94 Appendix A and 36 N.J.R. 3798, New Jersey Register, August 16, 2004, “Income Qualification of the Low- and
Moderate-Income Population.” COAH did not disclose the data it used to reach this number, and in replicating the
analysis used in the First and Second Round the correct number is 41.2%. Note also that in 2008, in its second
iteration of Third Round rules, COAH-Econsult determined, by analyzing 2000 U.S. Census 5% PUMS data, that
37.7% of all households were low and moderate income households. N.J.A.C. 5:97 Appendix A, 40 N.J.R. 2918,
New Jersey Register, June 2, 2008. However, COAH-Econsult in 2008 incorrectly calculated this percentage, as it
divided projected low and moderate income households by housing units (both occupied and vacant), which reduced
the percentage, as the correct denominator was the number of total households, i.e., occupied housing units. In
2014, in its third iteration of Third Round Rules, COAH-Rutgers analyzed 2007-2011 American Community Survey
data and predicted that 40.622% of projected 2024 households would have low or moderate incomes. Proposed
N.J.A.C. 5:99 Appendix C, 46 N.J.R. 982, June 2, 2014. However, COAH again did not disclose the data used for this
analysis or replicate the Prior Round methodology in doing so, and the data source used is now several years out of
date as there is now 2013 American Community Survey data available.
46
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1999 households by age cohort by county and region to determine estimated 1999 low and
moderate income households by region, summarized below:

1999 Estimated Low and
Moderate Income Households
Region
1
2
3
4
5
6
New Jersey

Total
334,409
296,815
170,101
215,461
151,503
84,269
1,252,558

Step 7: Project 2025 low and moderate income households by region – The projected 2025
population from Step 3 is the starting point for projecting low and moderate income households
in 2025. The 2025 households are projected by first removing the projected group quarters
population and then multiplying the non-group quarters population by the headship rates for
2025 projected in Step 5. The proportion of projected low and moderate income households
that are low and moderate income, by age cohort by county and region, is determined in the
same manner as calculated in Step 6 for low and moderate income households in 1999, using
the same most recent available data used for the headship calculation above, namely 2013
ACS One Year data. All 2013 PUMS records are sorted by the low and moderate income limits
for 2013, showing that 43.3 percent of New Jersey households are low and moderate income. 48
The 2025 low and moderate income household projections are summarized below by region:

48

COAH in 2013 adopted a hold harmless policy to keep its income limits the same as they were in 2012, because
median incomes declined from 2012 to 2013 – so in many cases “moderate” income levels were actually over 80
percent of median income. This analysis uses the lower income limits that would have been adopted by COAH if the
hold harmless policy had not been in place, i.e., 80% of the HUD median income for each region. By using these
lower numbers, the resulting prospective need is lower than it would be otherwise. However, using the lower income
limits is most consistent with the Prior Round methodology, which used 80 percent of median income for the current
year. See 26 N.J.R. 2345.
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Projected Low and Moderate
Income Households, 2025
Region
1
2
3
4
5
6
Total

Total
390,913
342,860
217,706
284,125
196,330
104,951
1,536,885

Step 8: Project the regional increase in low and moderate income households 1999-2025 – The
projected increase in low and moderate income households 1999-2025 is the difference
between the projected 2025 low and moderate income households from Step 7 and the
estimated 1999 low and moderate income households from Step 6, by age cohort by county and
by region, summarized below by region:

Total Projected Increase in Low
and Moderate Income
Households, 1999-2025
Region
1
2
3
4
5
6
TOTAL

Units
56,505
46,044
47,605
68,664
44,827
20,682
284,327

Step 9: Pool and reallocate projected regional growth in low and moderate income households
below age 65 - This reallocation, a provision of the COAH Second Round methodology, pools
on a statewide basis and then assigns the working age (<65 years) component of projected low
and moderate income household growth to regions where jobs previously increased.

The
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projected increase in >65 years households, which COAH presumed to be non-working, is
retained its original region. The reallocation factor is based on the proportional regional shares
of nonresidential ratable growth, as a proxy for changes in the labor force. This reallocation
factor is calculated and also used later, in the allocation phase of the fair share methodology,
explained as Step 12. Step 8 provides the data on projected regional low and moderate income
household increases by region to be pooled and reallocated. The results of this reallocation by
region and the two segments of the population, <65 years and 65+, are shown below:

Projected Growth in Low and Moderate Income
Households by Region, 1999-2025
Region

Under 65

65+

Total

1

13,939

42,099

56,038

2

4,094

42,655

46,749

3

10,204

36,950

47,155

4

30,805

38,379

69,183

5

14,201

31,166

45,367

6

6,823

13,660

20,482

80,065

204,909

284,974

Total

Step 10: Determine regional prospective need (units) – By definition, under the COAH Prior
Round fair share housing methodology, the projected increase in regional low and moderate
income households, pooled and reallocated by two age groups in Step 9 equals the gross
regional prospective need for low and moderate income housing. Step 9 provides the data for
this determination. Regional Prospective Need for all six regions and summed for the entire
state are presented below:
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Regional Prospective Need, 1999-2025
Region

Housing Units

1

Northeast: Bergen, Hudson, Passaic, Sussex

58,138

2

Northwest: Essex, Morris, Union, Warren

56,979

3

West Central: Hunterdon, Somerset, Middlesex

52,147

4

East Central: Mercer, Monmouth, Ocean

55,982

5

Southwest: Burlington, Camden, Gloucester

40,593

6

Atlantic, Cape May, Cumberland, Salem

21,135

TOTAL

284,974

SECOND PHASE: ALLOCATING MUNICIPAL PROSPECTIVE NEED

In the second phase, under both the First Round and Second Round methodologies,
regional prospective need is allocated on a regional basis to each housing region’s
municipalities, after first exempting certain mostly urban or densely populated municipalities.
The methodology uses three allocation factors, described by COAH as measures of
“responsibility,” based on the labor force, existing in or attracted to each municipality, that needs
housing, and measures of “capacity,” based on the physical capacity of the municipality’s land
and the fiscal capacity of its households to absorb low and moderate income housing based on
their household incomes. 49 The three factors are: (a) change in equalized nonresidential
valuation (ratables) over the previous two decades, as a proxy for changes in the labor force, (b)
undeveloped land, and (c) differences in household income. For each allocation factor, the
methodology calculates the total regional value of each factor and each municipality’s fraction,
or share, of the regional total of the factor. Stated differently, the value of each factor for each
municipality is divided by the regional total for each allocation factor.
49

The three resulting

N.J.A.C. 5:93 Appendix A, “Distribution of Low- and Moderate-Income Housing Need.”
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numbers, expressed as decimals, are averaged to yield each municipality’s fair share of the
regional need. All three factors are weighted equally (averaged) in allocating regional
prospective need among each region’s municipalities. The data needed to allocate 1999-2025
regional prospective need using the Second Round methodology are identified below in the
description of each allocation factor.

Step 11 - Exempt Qualifying Urban (Municipal) Aid municipalities from housing need allocations
The COAH First Round and Second Round methodologies exempted certain Urban (Municipal)
Aid municipalities, as determined each year by the New Jersey Department of Community
Affairs (“DCA”) using statutory criteria,50 from any allocation of regional prospective need if the
municipality met at least one of three criteria:

(a) Housing deficiency (i.e., substandard housing in need of rehabilitation)
greater than its region’s average,

(b) Population density greater than 10,000 persons per square mile of land area
(15.6 persons per acre)51, or

(c) Population density of 6,000 to 10,000 persons per square mile of land area
(9.4 persons/acre to 15.6 persons/acre) and less than five percent vacant, nonfarm parcels, as measured by the average of:

(i) The number of vacant land parcels as a percentage of the total number of
parcels by municipality and

50

N.J.S.A. 52:27D-178.
COAH’s explanation of its Second Round methodology, N.J.A.C. 5:93 Appendix A, Distribution of Low- and
Moderate-Income Housing Need, incorrectly states that 14.1 persons per acre is the equivalent of 10,000 persons per
square mile. The correct equivalency is 15.625 persons per acre (1 square mile = 640 acres; 10,000/640 = 15.625).
51
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(ii) Vacant land valuation (ratables) as a percentage of total valuations by
municipality.

The COAH Prior Round methodology refers to municipalities that meet at least one of these
criteria as “qualifying Urban Aid municipalities.”

The data needed to determine which

municipalities to exempt are obtained from the U.S. Census Bureau, DCA, and NJDOLWD.
DCA annually publishes the State’s official list of Municipal (Urban) Aid municipalities.52 This
methodology uses the current, State Fiscal Year 2015 (SFY2015) list. While the First Round
and Second Round methodologies relied on six housing deficiency criteria, COAH in 2004, 2008,
and 2014 revised the methodology to use only three criteria, and in 2014 used 2008-2012 ACS
data to calculate housing deficiency based on: (i) overcrowded units built pre 1960, (ii) units with
inadequate plumbing facilities, and (iii) units with inadequate kitchen facilities.

53

This

methodology calculates low and moderate income deficient housing using 2008-2012 ACS data,
and uses 2008-2012 ACS occupied housing data to calculate the municipal and regional shares
of deficient housing (see also the calculation of PRESENT NEED above in this report).
NJDOLWD publishes population density by municipality annually.54 DCA annually publishes
data on vacant land value (ratables) by municipality. This methodology uses 2010 data for both
the population density and vacant land value data to be consistent with the ACS data used for
present need.55

Step 12 – Calculate the equalized nonresidential valuation (ratables) factor – DCA’s Division of
Local Government Services collects, reports annually, and maintains accessible data on

52

DCA determines and post on its website annually the current list of urban aid municipalities, pursuant to P.L. 1978
c.14 (N.J.S.A. 52:27D-178 et seq.,), at: http://www.state.nj.us/dca/divisions/dlgs/resources/stateaidinfo.shtml
53

Proposed N.J.A.C. 5:99 Appendix B, 46 N.J.R. 957-981, June 2, 2014.
http://lwd.dol.state.nj.us/labor/lpa/dmograph/est/mcd/density.xls
55
See the Property Value Classification spreadsheets available in Excel format for 1999-2014 on the DCA website:
http://www.nj.gov/dca/divisions/dlgs/resources/property_tax.html
54
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ratables by municipality. Data from equalized nonresidential valuation by municipality may be
downloaded in Excel format from the DCA website, with older versions available from the State
Library through the DCA publications that predate DCA’s website. 56

This methodology

calculates this allocation factor using 1990 and 2014 municipal data on nonresidential ratables57
to calculate the 1990-2014 changes in nonresidential valuations, excluding qualifying Urban Aid
municipalities. The starting point is 1990 as that is the ending point used by COAH in its
Second Round methodology.58 The change in each municipality’s nonresidential valuations
(ratables) is divided by the regional total of change in nonresidential valuations (ratables) to
compute each municipality’s share of the regional change.

Step 13 – Calculate the undeveloped land factor – Under its Second Round methodology,
COAH estimated the area of undeveloped land by municipality with satellite imagery 59 and
weighted the value of undeveloped land in keeping with the goals of the “planning areas” as
delineated in the 1992 State Development and Redevelopment Plan (“SDRP”) adopted by the
State Planning Commission.

For example, undeveloped land in Planning Area 1, the

Metropolitan Planning Area, was assigned a weighting of 1.0, while undeveloped land in
Planning Area 4, the Rural Planning Area, was assigned a weighting of 0.0. The Second Round
methodology weighted undeveloped land in the Pinelands by treating undeveloped land in
Pinelands growth areas, i.e., Regional Growth Areas and Pinelands Towns, as mapped by the
Pinelands Commission on its Land Capability Map,60 as the equivalent of the SDRP’s Planning
56

See the Property Value Classification spreadsheets available in Excel format for 1998-2014 on the DCA website:
http://www.nj.gov/dca/divisions/dlgs/resources/property_tax.html; for the 1990 data see Fifty-Third Annual Report of
the Division of Local Government Services, 1990,
https://dspace.njstatelib.org/xmlui/bitstream/handle/10929/26868/1990.pdf?sequence=1&isAllowed=y
57
To enable fair comparisons among municipalities and compute regional totals fairly, State-approved equalization
ratios are used so that equalized values are used and compared in the methodology.
58
N.J.A.C. 5:93 Appendix A “Distribution of Low- and –Moderate Income Housing Need”
59
COAH estimated, with the assistance of the Department of Environmental Resources at Cook College at Rutgers,
“undeveloped land” based on LANDSAT photoimagery taken March 1991. See N.J.A.C. 5:93 Appendix A. 26 N.J.R.
2346, June 6, 1994.
60
The Pinelands Commission’s Land Capability Map may be accessed at:
http://www.state.nj.us/pinelands/landuse/gis/maps/archD.pdf. Detailed, large-scale quad maps depicting the
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Area 3 – Fringe Planning Area, weighted 0.5.

All seven other Pinelands land capability

classifications were treated as the equivalent of the SDRP’s Planning Area 4 – Rural Planning
Area and Planning Area 5 – Environmentally Sensitive Planning Area, weighted 0.0.

The

Second Round methodology treated undeveloped land in the Meadowlands in its “growth areas”
as the equivalent of Planning Areas 1 and 2, weighted at 1.0, and its “protected or open space
areas” as the equivalent of Planning Areas 4 and 5, weighted at 0.0.61

This methodology takes the same approach as COAH took in the Second Round and estimates
undeveloped land using satellite imagery and other data from the New Jersey Department of
Environmental Protection (“DEP”). As the second State Development and Redevelopment Plan,
adopted in 2001, and subsequent State Plan Policy amendments, designated “centers” where
growth is encouraged, this methodology assigns a weighting of 1.0 to undeveloped land in
centers in Planning Areas 1 and 2 and a weighting of 0.5 to centers in Planning Areas 3, 4, and
5.

This methodology also continues the weightings established in the Second Round

methodology in the Pinelands and elsewhere in the state under the most recently adopted, 2001
State Development and Redevelopment Plan. For the Meadowlands, this methodology weights
undeveloped land at 1.0 whether in a center or not.

Since the 1994 adoption of COAH’s Second Round methodology, the State established the
Highlands Water Protection and Planning Council, and defined a 859,358 acre Highlands

Pinelands land classification mapping are available from the NJ Office of Planning Advocacy website, at:
http://www.nj.gov/state/planning/resources-quad.html.
61
Unfortunately, COAH in 1994 did not disclose how it defined spatially Meadowlands “growth areas” and “protected
or open space areas” and whether it based the mapping on the Land Use Plan of the Meadowlands Master Plan, last
revised in 2004 (available at:
http://www.njmeadowlands.gov/doc_archive/NJMC%20Doc%20Archive/econgrow_docs/lum_docs/NJMC%20Master
%20Plan%20with%20maps.pdf ),
or on the zones in the Meadowlands Official Zoning Map, since 1994, last revised in 2009 (available at:
http://www.njmeadowlands.gov/doc_archive/NJMC%20Doc%20Archive/econgrow_docs/lum_docs/OFFICIAL%20ZO
NING%20MAP%202009%20PDF.pdf )
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Region.62 While the Highlands Act delineated both a Highlands Preservation Area and a less
restrictive Highlands Planning Area, where municipal land use planning conformance is not
required, the Highlands Council’s adopted 2008 Highlands Regional Master Plan63 ignored the
distinction. 64 Instead, the Highlands Council then classified and mapped all lands in the
Highlands according to seven “land use capability zones” across the entire Highlands Region.65

However, the Legislature’s distinction between the Highlands Preservation Area and the
Highlands Planning Area is significant, as the Legislature established strict, protective goals for
the Highlands Regional Master Plan for the Highlands Preservation Area:

62

Highlands Water Protection and Planning Act, L. 2004, c. 120, N.J.S.A. 13:20-1 et seq.
http://www.highlands.state.nj.us/njhighlands/master/index.html
64
The Highlands Council’s regional planning approach was ”blind to the line,” i.e., the line between its Preservation
Area and the Planning Area, according to its oft repeated mantra at the time.
65
For the methodology used by the Highlands Council in this mapping, see Highlands Council, Technical Report:
Land Use Capability Zone Map, 2008,
http://www.highlands.state.nj.us/njhighlands/master/tr_land_use_capability_zone_map.pdf
<accessed April 29, 2014> The 2008 Highlands Regional Master Plan presents the Land Use Capability Zone Map
at pp.114-115.
The Map may also be accessed via the Highlands Council GIS website:
http://maps.njhighlands.us/hgis/
63
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Source: N.J.S.A. 13:20-10.b.

Consequently, this methodology assigns a weighting of 0.0 to all undeveloped lands in the
Highlands Preservation Area.

The statutory goals for the Highlands Regional Master Plan in the Highlands Planning Area are
less protective and accommodate some development. These goals include:
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Source: N.J.S.A. 13:20-10.c.

The Highlands Regional Master Plan by its own terms promotes “sustainable and economically
viable development” and “compatible development and redevelopment,” but only in its Existing
Community Zone,66 which is somewhat analogous to the State Plan’s Planning Areas 1 and 2,
in which COAH’s Second Round methodology assigned undeveloped land a weighting of 1.0.

Conformance with the Highlands Regional Master Plan by municipalities is optional within the
Highlands Planning Area.

Consequently, to be fair, undeveloped land in municipalities that

have opted into the Highlands Plan should be treated differently, in terms of the allocation of fair
share housing obligations, than municipalities that have not opted to conform voluntarily to the
Highlands Regional Master Plan. This methodology uses the Legislature’s criteria adopted in
2012 to determine if a Highlands Planning Area municipality is taking the necessary steps to opt
into the Highlands Regional Master Plan.

In enacting New Jersey’s 2012 Permit Extension Act, the Legislature extended permits and
approvals if a Highlands Planning Area municipality had adopted, by May 1, 2012, in

66

Highlands Regional Master Plan, pp. 190-1.
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conformance with the Highlands conformance process, a Highlands master plan element, a
Highlands land use ordinance, or an environmental resource inventory.67 68

If a Highlands Planning Area municipality has opted into the Highlands Regional Master Plan by
adopting one of the planning documents specified in the Permit Extension Act by May 1, 2012,
this methodology assigns its undeveloped land within the Existing Community Zone a weighting
of 1.0. All other undeveloped land in the Highlands Planning Area of municipalities that have
opted in is weighted 0.0. Seven municipalities in the Highlands Planning Area met the opt in
criteria: Alpha, Byram, Hackettstown, High Bridge, Lopatcong, Phillipsburg, and Tewksbury.

If a Highlands Planning Area municipality has not opted into the Highlands Regional Master
Plan by May 1, 2012, then this methodology assigns a weighting of 1.0 to undeveloped land in
State-designated sewer service areas in the municipality, as such areas may already have in
place or have the potential to have the infrastructure typically necessary to support multifamily
housing development. All other undeveloped land, i.e., outside of the State-approved sewer
service area, within the Highlands Planning Area of such a municipality is weighted 0.0.

In summary, undeveloped land is weighted in this methodology as follows:

67

P.L. 2012, c. 48; N.J.S.A. 40:55D-136.4.b.(8).
Municipalities that fit into the Permit Extension Act’s criteria can be found on the plan conformance tracking sheet
available on the Highlands Council’s website, retrieved April 13, 2015,
http://www.highlands.state.nj.us/njhighlands/planconformance/implementation_tracking_sheet.pdf
68
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Weighting of Undeveloped Land for Undeveloped Land Factor
Weighting
Factor
1.0

Planning Area Type
Planning Area 1 - Metropolitan
Planning Area 2 - Suburban

1.0

Planning Area 3 - Fringe
Planning Area 4 - Rural

0.5
0.0

Planning Area 5 - Environmentally Sensitive
Centers in Planning Areas 1 and 2

0.0
1.0

Centers in Planning Areas 3, 4, and 5
Pinelands Regional Growth Area
Pinelands Town
All Other Pinelands
Meadowlands
Meadowlands Center
Highlands Preservation Area

0.5
0.5
0.5
0.0
1.0
1.0
0.0

Highlands Planning Area Existing Community Zone Opted In Municipality by May 2012

1.0

Highlands Planning Area - State-Designated Sewer
Service Area - Municipality Not Opted in by May
2012

1.0

All Other Highlands Planning Area

0.0

The “most up-to-date available data” for measuring undeveloped land by municipality by
planning area or equivalent for all of the state is the 2007 “land use/land cover” data for all of
New Jersey obtained by DEP, released publicly in 2010,69 and analyzed by researchers at
Rowan University and Rutgers University in 2010.70 Rowan-Rutgers classified undeveloped
land as either “available” or “restricted.” 71 This methodology includes only the 0.9 million acres
69

The 2007 imagery (“aerial photos”) may be consulted at the DEP website, <accessed March 27, 2015>
https://njgin.state.nj.us/NJ_NJGINExplorer/IW.jsp?DLayer=NJ%202012%20High%20Resolution%20Orthophotograph
y
70
John Hasse and Richard Lathrop, Changing Landscapes in the Garden State: Urban Growth
and Open Space
4/13/15&5:04&PM
Loss in NJ 1986 thru 2007, 2010, available at: http://gis.rowan.edu/projects/luc/changinglandscapes2010.pdf
71
Rowan-Rutgers first grouped all 5.5 million acres of land and water in New Jersey into six broad categories of land
use/land cover: urban (i.e., developed), agriculture, forest, water, wetlands, and barren (a so-called “Level 1”
analysis). Rowan-Rutgers then classified the remaining 3.2 million acres of land into two categories: “restricted” from
development and “available” for development, about 2.3 million acres. Land considered restricted from development
consisted of preserved open space, preserved farmland, steep slopes >15%, streams, water and wetlands buffered
to 50 feet, Category 1 streams buffered to 300 feet, and already developed lands. The land areas remaining after this
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of “available” undeveloped land in calculating the undeveloped land factor, in keeping with the
Prior Round methodology, which defined “undeveloped land” as “Undeveloped land in the
community that can accommodate development.”72

Digital maps of the current planning areas

or equivalents are available through the State’s Office for Planning Advocacy

73

and the

Highlands Council.74 Classifying and calculating the area of undeveloped land by planning area
type by municipality is best done using a digital geographical information system (GIS) to
overlay digital maps of the planning area boundaries with digital maps of undeveloped land and
then measure the total undeveloped land area by municipality by planning area type.
Researchers at the Geospatial Research Laboratory at Rowan University performed these
overlay analyses and calculations of undeveloped land by planning area by municipality in
2010-2011,75 which is the data source for this methodology. 76 77

The final step in the process of calculating the undeveloped land factor is to apply the weighting
factors and sum the total weighted undeveloped land area by municipality and then by region.
Each municipality’s share of its region’s weighted undeveloped land becomes its undeveloped
land factor or coefficient.

analysis, a total of about 1 million acres (999,649 acres), constituted the estimate of open land (i.e., undeveloped)
“available” for development, as of 2007. See Hasse and Lathrop (2010) for a detailed explanation of this analysis
and its limitations, particularly pp. 20-21. Adjustments in implementing fair share housing obligations based on land
constraints may be considered in the compliance phase of municipal housing planning, in keeping with COAH
Second Round Rules and practice.
72
N.J.A.C. 5:93 Appendix A.
73
The State Planning Commission last adopted a revised State Development and Redevelopment Plan in 2001. Its
State Plan Policy Map, with amendments adopted from time-to-time by the Commission, should be used in the
calculation of undeveloped land by planning area types. The 2001 State Plan Policy Map and other maps and GIS
resources are available at: http://www.nj.gov/state/planning/plan.html
74
http://www.highlands.state.nj.us/njhighlands/actmaps/maps/gis_data.html
75
More recent, 2012 high resolution statewide orthophotography aerial imagery is now available from DEP’s website,
but were not available when the Rowan researchers conducted their research and calculations; <accessed March 27,
2015>
https://njgin.state.nj.us/NJ_NJGINExplorer/IW.jsp?DLayer=NJ%202012%20High%20Resolution%20Orthophotograph
y
76
This methodology considers undeveloped land in the Meadowlands classified as “restricted” or “available” by
Rowan-Rutgers as the “growth areas” treated as the equivalent of Planning Area 1 in COAH’s Second Round
methodology, weighted 1.0.
77
The data are available from Fair Share Housing Center, which commissioned the overlay mapping and calculations
by Rowan University researchers, and in the Excel workbook that accompanies and is Appendix A to this report.
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Step 14 – Calculate the differences in household income factor – The COAH Second Round
methodology defines the aggregate income difference factor as the average of two measures of
median household income:

Income Measure No. 1: Municipal share of the regional sum of the differences
between median household income and an income floor ($100 below the lowest
median78 household income in the region) and

Income Measure No. 2: Municipal share of the regional sum of the differences
between median municipal household incomes and an income floor ($100 below
the lowest median household income in the region) weighted by the number of
households (occupied housing units) in the municipality 79

Up-to-date median household income and number of households data by municipality are
readily available from the 2009-2013 five-year American Community Survey conducted by the
U.S. Census Bureau. 80

This data for all municipalities, except for Qualifying Urban Aid

municipalities, is used in this methodology to calculate municipal shares of differences in
regional household incomes, i.e., the income difference factor.

Step 15: Calculate the average allocation factor to distribute low and moderate income housing
need by municipality – Once the three individual allocation factors have been determined, the
three factors are averaged to yield the factor for distributing gross regional prospective need
among the non-Qualifying Urban Aid municipalities in each region.

78

The published text of the COAH Second Round methodology calls for calculating Income Measure No. 1 using an
income floor that is $100 below the lowest mean or average household income in the region. Use of “mean” was
probably a typographical error, as Footnote 19 to the COAH Second Round Rules, N.J.A.C. Appendix A
Methodology, explains, “This is to ensure that all pool numbers on this variable are positive.” Use of the “average” or
“mean” would produce a negative number for at least one municipality.
79
N.J.A.C. 5:93 Appendix A; 26 N.J.R. 2346-7, June 6, 1994.
80
http://factfinder2.census.gov/faces/nav/jsf/pages/index.xhtml
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Step 16: Calculate gross municipal prospective need by municipality (units) - Multiplying the
regional gross prospective need by a municipality’s average allocation factor, or coefficient,
yields a municipality’s fair share of the regional gross prospective need, i.e., needed new low
and moderate income housing units.

THIRD PHASE: ADJUSTING FOR SECONDARY SOURCES OF DEMAND AND SUPPLY
Once the gross municipal prospective need has been calculated and allocated to municipalities,
the next steps in the methodologies are to calculate the three so-called “secondary sources of
housing demand and supply.”81 Gross municipal prospective housing need is then adjusted,
based on these three components of the housing market that, according to the COAH Prior
Round methodology, affect the supply and demand for housing affordable to low and moderate
income households: filtering, residential conversions, and demolitions.

Step 17 – Estimate and project filtering affecting low and moderate income households (units) –
Filtering is the private housing market process by which some units decline in value and
become affordable to low and moderate income households.

Filtering reduces low and

moderate income housing need according to the COAH First and Second Round methodologies.
In 2007, the Appellate Division invalidated COAH’s initial Third Round method for calculating
filtering, which essentially followed the Second Round methodology, as unsubstantiated by
reliable data. 82 For its second iteration of Third Round Rules, COAH retained a different
consultant, Econsult, which analyzed property-level data on 457,910 residential real estate
transactions in New Jersey during 1989-2005 to determine which housing units filtered up or
down and which affected low and moderate income households. Using these new data and

81

N.J.A.C. 5:93 Appendix A, “Secondary Sources of Housing Supply and Demand.”
In re the Adoption of N.J.A.C. 5:94 and 5:95 by the New Jersey Council on Affordable Housing, 390 N.J. Super. 1,
46 (App. Div., 2007).
82
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Econsult’s new methodology,83 COAH in 2008 projected the impact of filtering as a secondary
source of supply of low and moderate income housing at 23,626 housing units statewide for the
period 1999-2018. COAH also projected filtering by housing region and municipality.84 This is
“the most up-to-date available data” on filtering, albeit a decade or more old. This methodology
extends the 2008 COAH filtering projections by extrapolation to 2025. As “the most up-to-date
available data” now enables a projection of units that filter up, as well as down, both up and
down filtering are included in this methodology, for a total of net filtering of 66,653 units.

Step 18 – Estimate and project residential conversions affecting low and moderate income
households (units) – COAH defines “residential conversions” as the creation of a new dwelling
unit from an existing structure (residential or non-residential), measured as the change in total
housing units, accounting for new construction and demolitions. For example, an industrial loft
building is converted to housing units, or a two-unit structure is converted to a single family
dwelling unit.

Residential conversions reduce low and moderate income housing need,

according to the COAH First Round and Second Round methodologies.85

This methodology first calculates the change (increase) between 2000 and 2012 in total housing
units, first by county and then by region, using 2000 Census data and 2012 ACS One Year data.
Next, the total new housing units authorized for construction by municipality and region, i.e.,
building permits, are calculated for 2000-2012, using building permits issued from DCA. Third,
the number of housing units demolished 2000-2012 by municipality is obtained from DCA. The
end point of December 31, 2012 is adopted to avoid the post-Super Storm Sandy spike in
83

N.J.A.C. 5:97 Appendix F.3. Estimating The Extent To Which Filtering Is A Secondary Source Of Affordable
Housing, Econsult Corporation, November 16, 2007.
84
COAH’s consultant, Econsult, estimated that “47,306 units were expected to filter down to households of lower
incomes between 1999 and 2018” with one-half of these units in suburban communities. COAH chose to include only
the suburban share of filtering as a secondary source. See N.J.A.C. 5:97 Appendix A and Appendix F.3. Estimating
The Extent To Which Filtering Is A Secondary Source Of Affordable Housing, Econsult Corporation, November 16,
2007.
85
N.J.A.C. 5:93 Appendix A.
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demolitions that occurred in 2013-2014 in storm-damaged communities that would unfairly skew
projections of demolitions through 2025. Next, the total number of conversions 2000-2012 is
calculated by region by calculating the net change in housing units 2000-2012 minus the net of
housing units constructed and demolished over the same period, i.e., conversions = change in
occupied housing units – building permits + demolitions. Total conversions are then prorated
for the 1999-2025 projection period, by region:

Residential Conversions 1999-2025
Region

Housing Units

1

Northeast: Bergen, Hudson, Passaic, Sussex

&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&9,537

2

Northwest: Essex, Morris, Union, Warren

&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&(3,772)

3

West Central: Hunterdon, Somerset, Middlesex

&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&5,071

4

East Central: Mercer, Monmouth, Ocean

&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&9,169

5

Southwest: Burlington, Camden, Gloucester

&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&(7,203)

6

Atlantic, Cape May, Cumberland, Salem

&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&&(1,744)

TOTAL

11,058

In its Second Round methodology, COAH calculated and projected total conversions by region
and then allocated each region’s low and moderate conversions to its municipalities. According
to COAH’s Second Round methodology, conversions are closely related to the percentage of 24 unit structures in a municipality; COAH described this structure type to be conducive to
conversions to create an additional unit(s). Municipal data on the number of 2-4 unit structures
are obtained for 2010 from the 2008-2012 American Community Survey. This methodology
then allocates each municipality’s share of the region’s residential conversions based on the
municipality’s share of the region’s 2-4 unit structures in 2010.

The five-year American

Community Survey of the Census Bureau for 2008-2012 provides the “best available up-to-date
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data” on the number of 2-4 unit structures by municipality, consistent with other data sets used
to calculate conversions.

Both COAH’s First and Second Round methodologies are silent on how the low and moderate
income share of conversions is calculated, except for indicating that “Residential conversions to
low- and moderate-income housing in normal markets are often on a par with demolitions for
this income sector.”86

87

The Second Round methodology’s stated method for calculating the

low and moderate income share of demolitions is, therefore, used in this methodology to
calculate the low and moderate income share of conversions as well.

The method is to

calculate the share of low and moderate income households in each county (see Steps 6 and 7),
then take 120% of each county’s low and moderate income households share, capped at 95%
of conversions. This low and moderate income share for each county is used to calculate the
low and moderate income share of the projected conversions allocated to each county’s
municipalities.

Step 19 - Estimate and project demolitions affecting low and moderate income households
(units) – Under the COAH Prior Round methodology, demolitions increase prospective need.
Annual municipal-level demolitions data from 1999 through 2012 are readily available, as
reported to DCA and published on its New Jersey Construction Reporter website.88 The end
point of December 31, 2012 is adopted in this methodology to avoid the post-Super Storm
86

N.J.A.C. 5:92 Appendix B “Residential Conversion”
In its second iteration of Third Round rules, COAH in 2008 estimated that 19.5% of converted units were affordable
to low and moderate income households, N.J.A.C. 5:97 Appendix A. and Footnote 4. COAH’s consultant for the
second iteration of the Third Round, Econsult, based this 19.5% estimate on a cascade of assumptions estimating
that a household earning $51,276 (the state median in 2000) could afford a $109,547 home, and that 19.5% of
owner-occupied units in New Jersey in 2000 were valued below $109,547. The relationship of this assumed
homebuyer to converted rental units and demolished units is not explained. COAH’s first iteration of the Third Round
Rules had assumed that 40% of converted units were low and moderate income housing units, N.J.A.C. 5:94
Appendix A. COAH’s consultant for the third iteration of the Third Round, Rutgers, relied on the Econsult estimate of
19.5% of converted units being affordable to low and moderate income households, proposed N.J.A.C. 5:99
Appendix A, 46 N.J.R. 986.
88
http://www.state.nj.us/dca/divisions/codes/reporter/ accessed March 19, 2015.The 1999 data are no longer posted
on the website.
87

Fair Share Housing Obligations for 1999-2025
April 16, 2015
Page 37 of 41

Sandy spike in demolitions that occurred in 2013-2014 in storm-damaged communities that
would unfairly skew projections of demolitions through 2025. This methodology uses actual
1999-2012 demolitions data, extended by extrapolation for the full 1999-2025 projection period,
projecting a statewide total of 118,834 demolished housing units.

To calculate the low and moderate income share of these demolitions, this methodology follows
strictly the Prior Round methodology.89 As with conversions in Step 18, the method is to
calculate the share of low and moderate income households in each county (see Steps 6 and 7),
then take 120% of each county’s low and moderate income households share, capped at 95%
of conversions. This low and moderate income share for each county is used to calculate the
low and moderate income share of the projected 1999-2025 demolitions in each municipality,
which totals 54,621 demolitions affecting low and moderate income households.90

Step 20 – Calculate prospective need by municipality – Under the COAH First and Second
Round methodologies, the calculated prospective need for each municipality is the sum of its
allocated share of gross perspective need, plus demolitions (from Step 19), minus its share of
residential conversions (from Step 18), and minus or plus filtered units, whether its net filtered
units were down or up (from Step 17). After adjusting for secondary sources, the statewide
calculated prospective need for 1999-2025 is 292,021 units.

Step 21 – Calculate the 20% cap and, if applicable, reduce the prospective need – Under the
COAH Second Round methodology, a municipality’s prospective need may not exceed a cap
defined as 20% of the municipality’s occupied housing.91 The cap is calculated by multiplying

89

According to the 2008 and 2014 iterations of COAH’s Third Round methodology, 19.5% of demolitions and
conversions of housing affect low and moderate income households. This methodology does not follow that deviation
from the Prior Round methodology, as explained above in Step 18.
90
Unlike conversions, the Prior Round methodology did not pool regionally and then allocate demolitions to
municipalities.
91
N.J.A.C. 5:93-2.16. The Fair Housing Act authorized this cap, but did not prescribe the percentage of existing
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the number of occupied housing units in the municipality in 2012 by 0.20. If the cap is larger
than the net prospective need calculated in Step 20, the cap is not applicable. If the cap is
smaller than the net prospective need calculated in Step 20, then the cap becomes the adjusted
net prospective need.

The data for this step is readily available from NJDOLWD building

permits data and DCA demolitions data, both for July 2010-December 2012, and 2008-2012
American Community Survey for occupied housing units.

Step 22 – Calculate prospective need obligation (net) by municipality (units) – The penultimate
step in the methodology is to calculate the municipal prospective need (net) for 1999-2025,
which is the same as the calculated prospective need, unless the 20% cap is applicable, in
which case that cap becomes the net prospective need.

Step 23 - Calculate the 1,000 unit cap and, if applicable, reduce the prospective need obligation
to 1,000 units – The Fair Housing Act, as amended in 1993, authorizes a cap on a municipality’s
prospective need at 1,000 units for the ten year period of “substantive certification.” 92 In
accordance with the statute and COAH rules and practice, the cap is calculated after verifying
and subtracting from the prospective need obligation any credits (units and bonuses) to which
the municipality is entitled for previous affordable housing activity.93

Assuming all eligible credits are verified, the statewide prospective need obligation for 19992025, after the 20% and 1,000 unit caps, is 201,643 units.

CONCLUSION
The output from carrying out this sequence of 23 steps is the calculation of regional
prospective housing need for 1999-2025 and its allocation, by region, to each of the state’s 565
occupied housing stock to be used to calculate the cap, N.J.S.A. 52:27D-307e.
92
N.J.S.A. 52:27D-307(e); L.1993, c.31.
93
N.J.A.C. 5:93-14.1, N.J.A.C. 5:94-3.1(a)3., and N.J.A.C. 5:97-5.8.
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municipalities, and calculation of net prospective need at the municipal level. The total net
prospective need of 201,643 units amounts to 7,756 units per year over the now 26-year Third
Round projection period, compared with the 6,779 unit annual average of the net capped (20%
and 1,000 unit caps) prospective need calculated by COAH for the Prior Round, 1987-1999,
using this same Prior Round methodology.94

An Excel workbook with 37 linked worksheets provides the data, data sources, and calculations
used to compute 1999-2025 net Prospective Need allocations, 2010 Present Need, and 19871999 Prior Round Obligations for all 565 New Jersey municipalities using the methodology and
data described in this report. It is Appendix A to this report. Its first tab, “Cover and Contents,”
identifies the contents of its 37 tabs and notes corrections and additional information added
since release of the model in April 2015.

94

COAH calculated a net uncapped prospective need of 10,849 units per year for 1987-1993 (First Round) and 6,465
units per year for 1987-1999 (Second Round); N.J.A.C. 5:92 Appendix A and N.J.A.C. 5:93 Appendix A. For a
calculation of the net capped Prior Round prospective need, see below:
Prior Round Municipalities with Net Prospective Need >1,000 Units
Municipalities with
Excess Above
Net Prospective
Prospective Need >
1,000 Unit
Need, 1987-1999
1,000 Units
Cap
Wayne
1,158
Freehold
1,036
Marlboro
1,019
Middletown
1,561
Wall
1,073
Toms River
2,233
Jackson
1,247
Cherry Hill
1,829
Atlantic City
2,458
Total
13,614
Total Prior Round Obligation (uncapped)
Excess Greater Than 1,000 Cap
Total Prior Round Obligation Capped
Projection Period (years)
Average Annual Capped Prospective Need

158
36
19
561
73
1,233
247
829
1,458
4,614

Capped
Prospective
Need 19871999
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
1,000
9,000
85,964
4,614
81,350
12
6,779

Source: N.J.A.C. 5:97 Appendix C, N.J.A.C. 5:93-14.1

Both the Prior Round (1987-1999) and Third Round (1999-2025) net capped prospective need numbers are not
based on verified credits, which may affect the application of the 1,000 unit cap in a particular municipality.
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APPENDIX A

Excel workbook, file name: FSHC R3 Model July 2015
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