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About Us

saN plEGo Established in 1979, the San Diego Housing Commission

O Housi N (SDHC)is an awardinning public agency dedicated to
MR conmission Preserving and increasing affordable housing within the
City of San Diego. Since 1981, SDHC has contributed more
than $1 billion in loans and bondéhincing to projects that have produced 14,531
affordable rental units.

We provide a variety of awaravinning affordable housing programs and services
that stimulate the local economy, revitalize neighborhoods, and help improve the
lives of more than 12800 San Diegans annually.

To learn more aboutSDHC please visitttp://www.sdhc.org/.

DEVELOPMENT  Of Strategic advisory services primarily to clients inhed in
CONSULTANTS  creating physicallyeconomicallyand environmentally
sustainable communities. Founded in 2005 by Jennifer LeSar, LDC is certified by the
State of California as a womaaowned, small bisiness corporation and hasffices and

staff located in San Dieg, Los AngelesQrange CountyBerkeley and Sacramento.

LeSar Development Consultants (LDC) provides a full range
Lrs LESAR

To learn more aboulDC please visihttp://www.lesardevelopment.com/.

Copyright © 2015 blyeSar Developmen€onsultants.All rights reserved.This report
or any portion thereof may not be reproduced or used in any manner whatsoever
without the express written permission by LeSar Development Consultants.
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Executive Summary

The San Diegdlousing Commission Board and San Diego City Council are concerned about the rising
costs and inadequate supply of housing in San Diego. They have therefore directed the San Diego
Housing Commission to propose strategies to address the housing affordapitirisis in San

Diego. This report has been commissioned to propose programmatic and tactical action steps that
can be moved forward for implementation ad execution. This report outlineglevenaction steps to
improve housing affordability in San Diag

Thisreportd ©commendations aim to boost production and reduce costs for botiffordable and
market rate housingin San Diego We estimate that theseelevenaction gepscould reduce
development costs by the following amounts

- Arange of $3&to $17& per unit and up to $23nillion total annually for affordablehousing;
- Arange of $2Bto $51Kper unit and up to$54 milliontotal annually for market rate housing; and
- Up to $77million annually on taal housing development costs

In San Diego and other major cities around tligobe, the demand for housing is growing much
faster than construction of new unitst As the supply of housing fails t&eep up with demand the
price is continually bid higher for both rentals and home ownghip, making housing increasingly
unaffordable for San Diegans across the income spectrurfihis reportfinds that nearly 50% of San
Diegans &ce housing affordability challenges irentals and homeownership, and over 70% of San
Diegans are priced out oftte homeownership market.

The SANDAG Regional Growth Assessment estimates that San Diego will need to produce 161,980
more units of housing from 2010 through 2020. This includes 67,220 4ngbme units, 30,610
moderate-income units and 64,150 lovincomeunits. In the first four years of theprojection period
(about 36% of the time period), San Diego has produced 31% of theihigime units needed, 4% of

the moderateincome units needed and 6% of the leiwcome units needed.Building permit

numbers stow that the pipeline of new development significantly lags demand for housirg the
moderateincome and lowincome segments At the current pace, San Diego will produce only 10% of
needed moderateincome housing and 18% of needed lémcome housing by the end of 2020

Housing affordability impacts everyoneHouseholds struggle to make ends meetSan Diegans
spend less moneyn other sectors as theytruggle to pay for housing Employers struggle to attract

1SANDAG estimates that San Diego will need 161,980 new units of housing to be produced from 2010 through
2020 based on population growth, job growth and other economic data. As of the end of 2013, only 17% of the
estimated need is permitted for production San Diego Association of Governments Regional Housing

Progress Report 2003 to 2013, March 20, 2015.
http://www.sandag.org/uploads/publicationid/publicationid_1928.8891.pdf (Accessed 09/27/2015).
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and retain a talented workforce due to high housing costdVe estimate that the City of San Diego
has a housing affordability gap 0$2.4billion annually, creating 2.3%&annual drag on local GDP.

Housing affordabilityis a public policy challenge globally, nationallstatewide in California and
locally in the City of San Diegd@he City of San Diego is one of the most unaffordable housing
markets in the nation. Zillow recently surveyed nearly 300 cities and found San Diego to be one of
the most unaffordable six markets in the United StateBoth renting and owning in San Diego are
increasingly out of reach for average familiesThe average home price in San Diegdhs06,000
according to Zillowz affordable only with an income over $80,000 per year. The average two
bedroom rental in San Diego is $1820 per month, affordable only with an income of $72p@0¢ear.
Median income i the City of San Diego ispproximately $72000.2

Affordability is disproportionately a burden for lowincome households. Lovincome and very low
income households face a severe shortage of affordable units and are disproportionately rent
burdened by housing costs, as the fafrdable housing shortages force them to consume more
expensive housing than they can afforcAs of 2013here were approximately 120,00@xtremely low-
income familiesand only20,000affordable units availablefor them in San Diegd The pace of new
congtruction for very low income, low income and moderaténcome units is lagging severely behind
the estimated need in San Diego fdahese types of housing from 200&hrough 2020%

This reportproposes eleveraction steps to reduce housing costs and boost production by applying

-A+ET OAUB O AEOADIOCKAICORAT AMOO OAAOAOETT O1 OEA 3A1T S$EAC
includes four levers for cost reduction: (Iynlock Land;(2) Reduce Construction Costg3) Reduce

Operations and Maintenance Costs; ar{d) Reduce Financing CosfWithin this framework, bcal

housing policies, zoning and planning regulatiorzse a crucial part of the analysis of constraints on

new housing production. This report examindscal housing policies and regulations, as well as state

and national housing police€ T [ AEET ¢ AT OO0 OAAOAOQEI T a&@dnAl i I AT AAOE
opportunities aim to reduce housing development costs and boost housing production of both

market rate andaffordable units in San Dieg6.

2Zillow, http://iwww.zillow.com/research/6least-affordable-rental-markets9412/(Accessed 08/08/2015).

3 See Appendix One to this report for calculations of the affordability gap and impact on GDP.

35 OAAT )1 OOEOOOA xAAOEOAh - APPEITC !'Ii AOEAAGO OAT OA1 AOEC
http://datatools.urban.org/features/rentathousingcrisismap/. (Accessed 09/12/2015).

4 San Diego Association of Governments Regional Housing Progress Report 2003 to 2013, March 20, 2015.

5 A blueprint for addressing the global affordable housing challeniieKinsey Glbal Institute.

8 This report addresses both housing affordability and affordable housinglousing affordability is generally

defined based on the amount of household income spent on housing. If a family spends more than 30% of their

income on housinghousing is considered unaffordable. The 30% affordability threshold has been used by

McKinsey, Habitat for Humanity, the United States Treasury Department and United States Department of

(1 OOET ¢ AT A 50AAT $AOGAITT BI Al O difddifobshgcgsts Afforddble holisiBgl OAAAET |

to differentiate it from housing affordability, is housing targeting a specific income group, defined by HUD as

AAT T x TpPp T £ ! OAA Sddpdilling subsidied ithecgs€ary to)mak@ the rent paymsnt

affordable. Affordable housing is a key part of the housing supply problem, and must be included in a

discussion of housing affordability issues writ large.
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Producing moreaffordable and market ratehousing at a reasonable cost has the potential to boost
our local GDP, reduce income inequality, improve government efficiency and enhance-gitig for
all San Diegans. Making liging affordable should be a key priority for all stakeholders in San Diego.

Report Methodology

This reportbeginsby recommendingelevenaction opportunitiesto improve housing affordability
with specific action steps and timelines for implementatim The report provides illustrative
estimates ofthe potential cost containmentand housing productionimpact of these
recommendationswhere possible The goal of the report is that the progress of these acticteps
will be tracked over time After outlining the eleven recommendations and illustrative cost savings,
the report analyzes the San Diego housing market and key local economic indicators to provide a
baseline for housing affordability in San Diego today.

In developing the analysis and recommelations, weconducteda review of a wide array of recent
reports on housing affordabilitypublished byacademia, think tanks, government agencies, trade
groups and the private sector. Thanalysis of the dragon San Diego GDPaused by unaffordable
housingE O AAOAA 11 - A+ Epudighetddnd blieghid il addreksingthe global
affordable housing challengeWe have included a summary of many of the most relevant reports
that we reviewed in theLiterature Reviewin Appendix Twoto this report.

This report focuses on newnultifamily housing production, specifically containing costs and

increasing production of new housing, both market rate and affordable. There are many other

important housing affordability strategies that are not addressed in this report. For example, this

report does not discuss housing preservation strategies such as purchasing covenants, rehabilitation

and accessory dwelling unitslt also does not include important work on increasing dengibf single

family housinglots. This report does include a section with each of theegien action

OAAT T 1T AT AAGET T O AT GEOGI AA O/ OEAO )T11 OAOEOGA ) AAAOS
suggested by readers and reviewers of this paper that are rfatly vetted. However, we wanted to
AADOOOA OAOGEAxAOOS OEI OCEOO AT A EAAAAAAER AT A AO
recommendations as possible.

Report Structure

This reportincludes four sections and tw@appendices. The first section is tHatroduction where we
frame the housing affordability problem in San Diego in more detail. In Section Tove report
describes the actionable opportunities at the local, state and federal levels for improving housing
affordability. This section includedetailed descriptions of each of theslevenaction opportunities
recommended in the report. In Section Three, the report analyzbe consequences of not

7 Jonathan Woetzel, Sangeeth Ram, Jan Mischke, Nicklas Garemo and Shirish Sahkigeprintfor addressing
the global affordable housing challeng®cKinsey Global Institute. October 2014.
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addressing housing affordability, including the negative impact on GDPhe fourthsectionapplies

the McKinseyframex | OE &£ O ET OOET ¢ AT OO0 OAAOAOEI T O 3AI

markets® Appendix lincludes a description of the methodology used in calculating thilkistrative
cost impact of the eleven recommendations and thieey metrics ofhousing affordability used in the
report. Appendix2is a literature review including summaries of some of the kegurcesreviewed
in compiling this report.

Action Opportunities

Figuresl-3 below summarize the eleven recommended actionpportunities inthe report. Figurel
below entitled Recommended Action Opportunities lists the eleven recommended action steps that
we identified in this report as most actionable and effective to boost housing production and reduce
costs. Each action item is classified local, state or federal and the specific government entity with
implementation responsibility is listed in the Level of Government column. Each recommended
action is the categorized by implementation timeling short, medium or longterm. Shortterm is
defined as 2 years, mediurierm is defined as & years and londerm is defined as 610 years. This
report addresses housing production for both affordable housing and market rate housing. The
Scope column clarifies whether the proposed action stegpplies to affordable housing, market rate
housing or both types of housing. Lastly, in the last column of the table labeled Max Cost Savings
per Unit we include the maximum per unit cost savings that might be achieved from each action
step. The total s&ings will depend upon the number of units that might utilize that opportunity,
which we illustrate inFigures2-3 below.

8 A blueprint for addressing the global affordable housing challenyieKinsey Global Institute.
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Figure 1:Proposed Action Opportunities

Recommended Action Opportunities

Level of Max Cost
Proposed Action Timeline Scope SEVIS
Government .
Per Unit
. . Local Affordable &
1.SetAnnual Housing Production Goals City Council Short Term Market N/A
Local
2. Incentivize more 80/20 developments|  City Council Short Term Affordable $85,000
SDHC
Local
3. DeferDevelopment Fees . . Short Term Affordable $6,000
City Council
& Market
Local
4, Reduce Parking Requirements City Council Short Term Affordable $10,000
SDHC & Market
. Local
) . Aff [
g:iﬂgﬁei?smmemal Space City Council Short Term & 32?;;? $19,000
q SDHC
Local
6. Unlock Land & Increasé&round City Council Short Term $39.000
Leases Affordable
SDHC
Local
. . . Affordable
7. Shorten Entitlement Process City Council Short Term & Market $9,000
oo ommuniy e | L0 | ong emn | Aforeade | 55,000
y 9 & Market
State Medium Affordable
9. Support CEQA Reform Local Term & Market N/A
State Medium
10. Align State Oversight Governor/ Torm Affordable N/A
Treasurer
State
Federal Medium
11. IncreasS8tate andFederal Resources Congress Term Affordable N/A
HUD
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Figure 2:Illustrative Examples of Cost Containment Impact of Action Opportunities for Affordable

Housing

ESTIMATE OF TOTAL COST SAVINGS - AFFORDABLE UNITS

HOUSING AFFORDABILITY STUDY
SAN DIEGO HOUSING COMMISSION

AFFORDABLE UNITS

- . Total Savings @
avings per Un i
s aziEl 650 Units per Year (1)
Applicability i

#2. Incentivize more 80/20 developments $56,000 485,000 10% $3,640,000 $5,525,000
#3. Defer Development Fees 52,000 56,000 100% $1,300,000 $3,900,000
#4. Reduce Parking Requirements §5,000 510,000 50% $1,625,000 $3,250,000
#5. Reduce Commercial Space Reguirements 511,000 519,000 15% $1,073,000 51,853,000
#6. Unlock Land & Increase Ground Leases §27,000 $39,000 5% $878,000 51,268,000
#7. Shorten Entitlement Process $5,000 59,000 100% $3,250,000 $5,850,000
#38. Approve Master EIRs $3,000 $6,000 50% $975,000 $1,950,000

Total $12,741,000 $23,596,000

Source: Keyser Marston Associates, Methodology details can be found in Appendbo this report.

Figure 3: lllustrative Examples of Cost Containment Impact of Action Opportunities for Market Rate

Housing

ESTIMATE OF TOTAL COST SAVINGS - MARKET-RATE UNITS

HOUSING AFFORDABILITY STUDY
SAN DIEGO HOUSING COMMISSION

Action Step

#2. Incentivize more 80/20 developments

MARKET-RATE UNITS

Savings per Unit

Potential
Applicability

Total Savings @

2,300 Units per Year

High

#3. Defer Development Fees $2,000 $7,000 100% $4,600,000 $16,100,000

#4. Reduce Parking Requirements $5,000 $10,000 35% $4,025,000 58,050,000

#5. Reduce Commercial Space Requirements $11,000 $19,000 5% $1,265,000 §2,185,000

#6. Unlock Land & Increase Ground Leases

#7. Shorten Entitlement Process $5,000 $9,000 100% $11,500,000 $20,700,000

#3. Approve Master EIRs $3,000 $6,000 50% $3,450,000 $6,900,000
Total 424,840,000 453,935,000

Source: Keyser Marston Associates, Methodology details can be found in Apyix 1to this report.
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|. Introduction

Housing affordability impacts everyone. San Diego has a housing affordability gap equal to roughly

2.5% of city GBR expenditures that would otherwise go toward growing our local economy and

producing local jobs. Low-Income families areparticularly hard hit as housing costdse, and there is

an even greater shortage of units available to serve lamcome groups?!® Over onethird of San

Diegans struggle to make ends meét. Others are forced to make difficult écisions among

commute time, proximity to essential services, and paying for necessities such as food and medicine.

%l DI T UAOO O000O0CCI A O AOOOAAO AT A OAOAET A NOAI EE
3AT S$EACI 830 O1 A AMEIngdodtsfare Areafiriy An u@éntrsis @esilents and

businessesand limiting the growth potential of our city.

Housing affordability impacts everyone. Over the past five years, San Diego has seen positive
economic and employment growtht? With this economic and employment growth, the population
has increased. Production of new housing has not kept up with rising demand over the past twenty
yearsi*and housing costs have risen sharply over the same pertiddousing costs are the largest
component of living expenses for most families in the United Staté3Unaffordable housing costs
reduce disposable income that would otherwise be spent in the local economy, supporting local
businesses and growing GDPn addition, producing additional housing wiilbe a net boon to the

local economy. High housing costs also impose significant adverse impaotsemployersand the
business community. Employers struggte attract and retain the necessary workforce when
employees cannot afford to live within a reasonable commuting range of their workplace

In a recent studythe Fermanian Institute at Point Loma Nazarene Universégtimates thata

relatively modest 3%% AOAOET 1T ET OEA OACOI AOT OU AT 00 1T £ 3AT 3
alternatives to approximately 6,750 ad@®ET T A1  ET OOAET | A Oreckiit henddfn&tA OOA OE
domestic outmigration of about 11,000 residents per year to a net positivélinv of about 7,00016

In addition, according tathe Fermanian Institute the economic benefits of the resulting increase in
homebuilding would be substantial. After including all of the ripple or multiplier effecthe

Fermanian Instituteestimates te benefits of the resulting increase in homebuilding in San Diegs

9 See AppendixLfor calculations of the affordability gap and impact on GDP.

5 OAAT )T OOEOOOA x AAOEOA htp:Adataréols. @rbah.drgkeattrdshent@hodshg OAT A OE (

crisismap/. (Accessed 09/12/2015).

1Block, Betsy Baum, Henry Gascon, Peter Manzo and Adam D. Parker. 2Bi§gling To Get By: The Real Cost

Measure in California 2018nited Way of California.

12US Bureau of Labor Statisticshttp://www.bls.gov/opub/ted/2015/percenichangesin-averagehourly-

earningsfor-argest-metro-areasjune-2014to{june-2015.htm (Accessed 08/11/2015).

BCalifornia Department of Finance; U

14 Zillow, http:/ffiles.zillowstatic.com/research/public/rental/ZR1.San%20Diego.395056 (#ifcess 08/11/2015));
Trulia, http://www.trulia.com/home_prices/California/Sarbiegoheat_map/ (Accessed September 1, 2015),
Jones Lasalle Lang estimates.

BUnited Way of California.Struggling To Get By: The Real Cost Measure in California 2015

5 pATET ¢ 3AT S$EACT 8§ O $ IFérmani&iBusindsscahdBumic Bitkté af Poiii OO0 O
Loma Nazarene University. 2015.
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a $3.1 billion gain in gross regional product (GRP) and a $2.5 billion gain in its total personal income. In
addition, the Fermanian Instituteestimates that37,000 jobs could be created.

A healthy housing market that supplies affordable housing options maximizes the potential GDP of
the local economy, benefittingconsumers, businesses, governments, schopmployers, employees
and nearlyevery sector of the economy.

High housing costscombined with stagnant wages are squeezing San Diego familieStagnant

wages coupled with the increasing demand for housing and inadequate supply, has caused housing
prices rise to ever more unaffordable levefor most San Diego families From 201Go 2014, the

mean hourly wage in San Diego rose 5.6 percelassthan the rate of inflation of 8 percent over the
same period, meaning that buying power for the median earner decreas€dNearlyhalf of San

Diego households have an unaffordable housing cdstirden, paying more than 30% of their income
for housing!® As housing pricsrise, consumer purchasing power and discretionary income fall.
Families have to make difficult decisions about moving to ltions with lower housing costs
neighborhoodsthat are further from jobs,schools, hospitalstransportation and social servicesr
foregoing necessities like food and medicin® pay for housing

These trends increase income inequality in San DiegVith rapidly increasing home prices and rents

in San Diego, over 70 percent of San Diegans are now priced out of the homeownership market for

Al AOAOACA EIT A xEOE A OEEOOU UAAO i faignerkegtd AO OI
decrease @EA| E1 U8 O AAEI EOU O OAOGA &£ O A Al x1 PDAUI AT Os8
to rise, inequality is likely to grow more pronounced in San Diego.

Our well-being depends upon usdentify ing solutions to make housing more affordable in San
Diego. This report outlinesAction Steps that the City of San Diego can take to improve housing
affordability quickly and effectively. The Action Steps focus on increasing production of housing
units andcontaining costs. Working together, the City of San Diego can make housing significantly
more affordable, benefitting the whole community and boosting local GDP.

3 Al $ EsfimpatedHOusing Production Needand Pipeline

The San Diego Association 6f I OAOT I AT 008 g Meeds Adsehdment for e Eolirth
Housing Element Cycle estimateithe need for new housing units ithe San Diegaegion over an
eight yearperiod, from 203 to 201C* It then tracked units permittedfor production and compared

7 pATET C 3AT S$EACI 60 $ FérmaniéiBusindssxahdEcdnémizEtitug at#dind O O
Loma Nazarene University. 2015.

BUnited States Bureau of Labor Statisticshttp://www.bls.gov/opub/ted/2015/percenichangesin-average

hourly-earningsfor-largest-metro-areasjune-2014to-june-2015.htm (Accessed 08/11/2015).

9US Census Bureau AMS Survep(3) [website].

20See Appendix One to this report for affordability calculations.

2'San Diego Association of Governments Regional Housing Progress Report 2003 to 2013, March 20, 2015.

http://www.sandag.org/uploads/publicationid/publicationid_1928 18891.pdfAccessed 09/27/2015).
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that to the estimated needs. The needs assessment includegeds for housing irfour income
groupings: (1) very lowincome; (2) low income; (3) moderate income and (4) above moderate
income.

Figure4belowAE OB AU O sBrmatesHousidgproduction need for the City of San Diego over
the elevenyear period of 2003 to 2010. Permits were issued for 75% of the estimated ne®there
was a 25% shortfall in production as compared to neddowever, the aggregate numbers paira
deceptively positive picture. The most expensive housing type wasedwuilt relative to the needz
67,772 above moderatincome units were permitted to meet an estimated need in this income
category of 44,530. Not counting the excessive permits inglabove moderate income category,

San Diego met only 53% of its housing need from 2003 through 2010. In the very low, low and
moderatedincome categories, units permitted were not even a quarter of the estimated need. As
more expensive housing is built,rad affordable housing is not built, households are forced to occupy
the more expensive units that are unaffordable for them.

Figure 4: City of San Diego Estimated Housing Need vs. Permits Issued (2003 to 2010)

Share of New Housing units by Incor@ategory, January 1, 20g3®ecember 31, 2010 (8 years)
Fourth Housing Element Cycle

Income Level Very Low Low Moderate Above Total for all
Moderate Categories
Total Housing Units Permitted 4,537 4,721 3,652 67,772 80,682
Estimated Need 24,143 18,348 20,280 44,530 107,301
Percent of Goal Produced 19% 26% 18% 152% 75%
Units Left to Permit 19,606 13,627 16,628 -23,242 26,619
4EA 3AT S$EACT 1| OO1T AEACEIT 1T &£ "1 OAOT 1 AT 00686 2ACEITA

Housing Element Cycle estimates the need for new housing unitshe San Diegaegion over an

elevenyear period, from 2010 to 202¢&. Each yeathe San Diegd\ssociation of Gvernments

(SANDAG) issues a progress report tracking the permits issued against the estimated need for new

production in each of the four income categoriesFigure5below AEOBPIT AUO 3! . $! ' 60 AOOE
housing production need for the City bSan Diego over the elevegear period of 2010 to 2020.

22san Diego Association of Governments Regional Housing Progress Rep@®8 to 2013, March 20, 2015.
http://www.sandag.org/uploads/publicationid/publicationid_1928 18891.pdfAccessed 09/27/2015).
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Figure5: City of San Diego Estimated Housing Need vs. Permits Issued (2010 to 2020)

Share of New Housing units by Income Category, January 1,2D&8ember 31, 2013 (4 years)

Fifth Housing EEment Cycle

Moderate

Above

Moderate

Total for all

Categories

Total Housing Units Permitted 1,950 2,151 1,156 21,029 26,286
RHNA Goal (8 Cycle) 36,450 27,700 30,610 67,220 161,980

Percent of Goal Produced 5% 8% 4% 31% 16%
Units Left to Permit 35,414 26,729 30,132 60,062 152,337

San Diego would need to produce an estimated 88,069 housing units to meet demand from 2010
through 2020. In the first four years of the eleven years, only 14,714 permits were issued, or 17% of
the need over 36% of the time perio@ years is about 36% efeven years) In order to meet the
estimated need, San Diego needs to permit 10,479 new units every year from 2014 through 2020.

The productiongap exists primarily because of a lack of new units in the vow income, low
income and moderateincome categories. The moderatégcome units are the most constrained,
with basically zero units being built from 2010 through 2013. Meanwhile, above moderate income
housing is actually tracking neegd with 37% of units built over 36% of the time peripd pace on

track to meet the need by the end of 2020 for above moderatecome households.

Closing the production gap requires addressing a variety of barriers including financial feasibility,
regulatory complexity, access to capital, community opposition driegal challenges. The next
section of the report outlines eleven action opportunities to increase housing production and reduce
development costs for both affordable and market rate development.
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ll. Actionable Opportunities

Action Stepgo Contain Costs and Boost Production at the Local, State &
National Levels

In this sectionwe outineOEA OA DT 008 Cactiorisiepsiatithk Tit, State and Federal levels
that will increase productionand reduce costs of market rate and affordable housing

We classify these action steps as shadrm, mediumterm and longterm to describe the
implementation timeline for each proposal. Shoiterm is defined as 1 to 2 years, Medidierm is
defined as 3 to 5 years and LoHgrm is defined as 5 to 10 years.

We alsocategorizethe applicability of each action steg whether it applies to affordable housing,
market rate housing or both.

Where it is possible to quantify the impact of the action step on the cost and production of housing,
we have done so and inaded those numerical estimates in the detailed action step summaries.

For each recommended action opportunity, we have created a detailed description of the
opportunity including background, benefits, risks, key stakeholders, San Diego Housing Commission
role, implementation timeline and underlying policy framework.

The actionable opportunities identified in this report are the highest impact actions that are

pragmatic and attainable in a reasonable timeframe. The majority of recommended opportunities
are actions that can be implemented at the local level in the short term.
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Action Opportunities for San Diego Housing Market

Level of

Opportunity Proposed Action Government Timeline Scope
1.Set_AnnuaI City Councﬂset§ annual housing production ' Local Short Affordable
Housing goals and publishes annual scorecard tracking .. .

. . City Council Term & Market
Production Goals | progress against the goal.
. SDHC and/or City Council incentivize 80/20
2. Incentivize more Local
developments to produce more affordable . . Short Affordable
80/20 . . . City Council
develobments units at lower cost, utilize unused 4% credits SDHC Term
P and lower subsidy from SDHC.
City of San Diegimplements a policy that
3. Defer builds on existing deferral programs to defer Local Short Affordable
Development Fees | more development fees until Temporary City Council Term & Market
Certificate of Occupancy is issued.
City and SDHC further redugearking Local
4. Reduce Parking | OANOE OAT AT 6O AU Al AT | _. .| Short | Affordable
. : . City Council
Requirements Development Code to include maximums SDHC Term & Market
rather than minimums.
5. Reducg City and $DHCeduce grpundfloor . . Local ' Short Affordable
Commercial Space | commercial space requirements by amending| City Council Term & Market
Requirements OEA #EOQOUB8O , AT A $AOAI SDHC
SDHC, City and local agencies inventory land
6. Unlock Land & increase ground leases of land taffordable Local Short
Increase Ground housing developers at below market rates or | City Council Affordable
- Term
Leases at nominal cost and make regulatory changes SDHC
to unlock land for market rate housing.
2 Shorten Mayor o_hrects Qevelopment services tc_) Local

: streamline entitlement process, including . . Short Affordable
Entitlement : : : ' City Council
Process implementing conceptual review and online Term & Market

processing of approvals.
8. Approve City Council expedites Community Plan Local Lon
Community Plans | Updates and requires completion of Master Citv Council Terr?w Affordable
with Master EIRs | EIRs as part of process. y & Market
State legislation to streamline California
9. Support CEQA | Environmental Quality Act (CEQAYr Infill State Medium | Affordable
Reform Projects. City Council action to amend local Local Term & Market
CEQA thresholds.
10. Align State A(_j hoc co_mmlttee issues recommendatlons tq State Medium
; align the five state housing oversighagencies | Governor/ Affordable
Oversight : Term
and policy processes. Treasurer
Fair Share of Continuum of Care
Recommend a formula change to ensure San
Diego gets fair share of homelessness funds. State
11. IncreasState Expand LIHT@o support development and :
. ; Federal Medium
and Federal preservation of affordable housing. Affordable
. Congress Term
Resources Increase Federal Rental Assistander HUD

affordable housing.
EnactMoving to Work Authority to support

people transitioning back to employment.
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1. Set Annual City Goals For Housing Production and Track Progress Annually in a Published

Report
Set Annual City Goals for Housing Production and Publish Progress Annually
Type Local
City Council camstablishannual housing production goaland publish a
Opportunity for scorecard tracking progress toward achieving those production targets.
Action Annual targets can be based on the SANDAG/Regional Housing Needs
Assessment estimates.
Scope Affordable and Market
- The city council can pass an ordinance requiring annual targets for
citywide housingproduction based on expected population and
employment growth and sets goals for housing production that are
consistent with meeting future demand.
- Possble to includegoalsfor allocation of housing by community.
. - Provides quantified housing goals for communities and citywide, that cg
Opportunity . .
o then be used in Community Plan Updates.
Description & . . . . .
- Annual goalscanincorporate consideration of land use designations and
Background

densitiesto estimate goals for future housing units.

- Publshed annual report tracking progressauld count number of units,
include completed projects and permits, and include clamteristics of
housing, specifically whether units are singfamily, multifamily or
mixed-use and affordable or market rate Progress could also be tracked
on the web in real time.

Cost Containment &
Housing Production
Impact

Setting clear housing production goals will likely improve government
efficiency and incentives related to hasing production. It will help
stakeholders wok together toward a common and garly delineated goal.

Other Benefits

Increased government accountability.

SDHC Role (Lead,
Advocate, or

SDHC todadwith City Council in developing annual housing production gog
incorporating SANDAG estimates for the Housing Element and Regional

Support) Housing Needs Assessment.
City Councito pass ordinance setting annual housing production goals and
Next Steps o .
requiring annual public scorecard on progress.
Timeline Shortterm
Relevant State N/A
Legislation

Other Innovative
Ideas

- Create an enforceable citywide plan for housing units.

- Enacta policy that establishes benefits of increased density in certain
areas andrequires specific findings to be made before lower density
projects are approved.

References

Jonathan Woetzel, Sangeeth Ram, Jan Mischke, Nicklas Garemo and Shir
Sankhe A blueprint for addressing the global affordable housing challenge
McKinsey Global Institute. October 2014.
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2. Incentivize more 80/20 developments to supply more units at lower cost, utilize unused 4%
credits and require fewer subsidies from SDHC.

Incentivize more 80/20 projects

Type Local

Scope Affordable andMarket

- SDHC can prioritize funding for 80/20 projects to incentivieeore
80/20 developments. 80/20 developmentstilize four percent tax
credits rather than nine percent tax credits. Four percent creditge
underutilized histaically, and requirelesssubsidy from SDHC for
developmentas compared to 9 percent developments

- Based on KMA analysis, SDiGancing could beapproximately 60%
less per unit in subsidy for an affordable unit built in an 80/20
development compared toan affordable unit in a 100% affordable 9%
tax credit development.

- The City Council can pass an ordinance providing a tax rebate or tax
exemption on City property taxes for 80/20 developments. For
example, New York City has a property tax exemption oew
construction that contains 20% affordable units. The exemption can I
up to 25 years (Section 421a exemption).

- SDHC can make developers more aware of the benefits of using the
density bonus and provide greater incentives to developers to
encourageuse of density bonuses to construct more affordable and
market rate units.

- Affordable and market rate developers have difficulty financing mixed
income projects, especially those utilizing 4% financing. To address
this, the City Council and SDHC canatea special fund to provide
guarantees to financial institutions that provide financing for these
projects.

- In certain zones, require the construction of affordable units (instead
of payments of inlieu fees),leverage community assets (landas
contributions to market rate housing in exchange for affordable units
being built. Provide a public guarantee fund to address lender
concerns about financing mixedncome developments.

- Leverage locally generated public funds (inclusionary or impact fees)
againstprivate financing to allow for a one stop financing shop in
providing capital for projects.

- 80/20 developments are projects with 80 percent market rate units an
20 percent affordable unitsat 50 percent or less Affadable Median
Income (AMI). All units are built without the significant regulatory
constraints and requirements that are required of 9 percent tax credit
developments that are 100% affordable units

- 41 A AU én@redt fate environment make 80/20 prejcts less
attractive as compared to pure market rate developments, given the
low cost of funds available for market rate developments. However if
rates rise in the future, 80/20 projects will become more attractive
relative to pure market rate projects.

Opportunity for
Action

Opportunity
Description &
Background
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Incentivize more 80/20 projects

- Banks are under regulatory pressure to lend on affordable housing
deals and fulfill CRA requirements. Meanwhile, the FHA has refocuse
on serving the LIHTC market much more than it had in the past. In
some cases 80/20 deals may make it easier to attraonstruction
financing and get regulatory approvals.

Cost Containment &
Housing Production
Impact

- Increasing 80/20 construction will facilitate production afmore units of
both market rate and affordable units. 80/20 projects will draw more
developers hto development of affordable housing, anadould increase
better dispersion of all units across locations

- There are only a limited number of 9% credit developments possible
each year. More 80/20 projects will increase the development of
affordableET OOET ¢ O1T EOO AAUiIT A OEA Y

- SDHC would providsignificantly less subsidy for construction of an
affordable unit in an 80/20 building than an affordable unit in a 9%
credit 100% affordable building.

Other Benefits

80/20 projects create mixedincome properties and helgistribute
affordable housing units across the city

SDHC Role (Lead,

Advocate, or SDHC to lead.
Support)
SDHC to develop incentives and thesducate developers and market on
Next Steps expanded incentives for 80/20 projects.City Council to draft ordinance to
enact incentives for 80/20 projects where ordinances are needed. City
Council to consider tax exemption programs for 80/20 projects.
Timeline Shortterm implementation possible.

RelevantLegislation

Pending state legislation may provide additional leveraging resources an
incentives. For example, AB 1335 would provide a flexible additional
funding source. AB 1335 did not advance in the final 2015 legislative ses
but is a two year bilthat can be pursued in 2016. Additional leverage
funding is anticipated through allocation of National Housing Trust Funds
to states in 2016 (California is estimated to receive approximately $41
million).

Other Innovative
Ideas

- Amendment to Palmer to nake it possible for inclusionary housing to
be applied to rental housing, therebynaking 80/20 developments
more attractive.

- Create an Affordable Housing Bank similar to what currently exists in
Carlsbad, so that affordable developers can buy and sell tgto
develop affordable units, as long as units remain in the same quadrar
of the city. New9 T O$%e6tién 421a also includes ability to trade
certificates for development of affordable housing.

References

N/A
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3. City and SDHC implement a policy that defers developnmaam permitfees until
Temporary Certificate of Occupancy is issued.

Defer All Development Fees

Type Local
Scope Affordable and Market
Building on already existing fee deferral programgity implemens a policy
Opportunity for that defers additional fees, includingimpact fees, fire, waterfees, sewer
Action feesand schoolfees as well as permit feeantil Temporary Certificate of
Occupancyis issued.
There is a currendevelopmentfee deferment program in San Diego that haj
had a positive impact inessening housing production costs. @derral of
additional development feesand permit feeswill further reduce financing
Opportunity costs for developers by delayingdditional costs and allowing developers to
Description & benefit from the time value of money.
Background

We recommend deferral ofmpact fees, fire, waterfees, sewerfeesand
schoolfeesas well as permit feesintil TemporaryCertificate of Occupancys
issued.

Cost Containment &
Housing Production
Impact

Reduces the costs of affordable development by reducing financingsts.

Other Benefits

Easy to implemenwith clear threshold required for collection of fees.

SDHQRole (Lead,
Advocate, or

- SDHC to lead by proposing this change to the City Council.
- Consultation with the Development Services Department and IBA to

Support) facilitate ease of execution.
- SDHC to propose changes to the City Council.
- CityCouncil to prepare motbn to deferimpact fees, fire, waterfees,
Next Steps . .
sewerfeesand school feesas well as permit feesintil the Temporary
Certificate of Occupancy is issued.
Timeline Shortterm implementation is possible.

Relevant Legislation

N/A

Other Innovative
Ideas

- Where possible allow fees to be paid out of residual cash flow of projec

- Extend deferral of fees beyond Certificate of Occupancy to Close of
Escrow

- Deferral of school fees until stabilization of rental projects @ale of
homeownership wnits.

References

San Diego Development Services Department website.
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4. Reduce parking requirements for affordable and market rate developments

Reduce Parking Requirements

Type

Local

Scope

Affordable and Market

Opportunity for
Action

City has already taken effective action to reduce parking requirements for
affordable projects. We recommend building upon that success. Current
reduced parking requirements for affordable housing should be extended to
apply to market rate housing. Inddition, the City and SDHC cduarther
reduce parking requirementA U Al AT AET ¢ OEA #EOQOUG
to include parking maximums rather than parking minimum&Ve recommend
that additional reduced parking requirements apply to both affordable ah
market rate housing.

Opportunity
Description &
Background

Parking requirements have been significantly reducéor affordable
developmentsby prior policy changes in San Diego. These changes have b
effective in reducing affordable development cas. However, parking
remains a major project expense, particularly podium or subterranean
parking.

Recommend additional creative parking solutions including further lowering
of parking requirements and alternative methods for satisfying such
requirements. This includes encouraging use of tandem parking and other
space saving technology.

Direct City $aff to work with stakeholders to lower parking requirements for
residential projects and allow alternative methods to $&fy parking
requirements, such adikeracks and cassharing programs.

FundCivic San Diego planning strategies to examine and impknt market-
based parking approaches. Analyze nationwide best practices for efficient
parking regulation and design.

Study/implement reduction/removal of parking requirements for Downtown
community given thriving private market for parking that exists tre. In
general density and transit should be considered when crafting parking
requirements.

Cost Containment &
Housing Production
Impact

- Parking costsrange from $20,000 to $40,00@er space and add a
significant cost per unitif podium or subterraneanparking. Additionally, if
the site requires underground parking, the costs often determine whethe
or not the project will be built.

- Adding parking maximums rather than minimums in addition to the
parking requirement reductions already implemented in S&iegowill
further contain development costs.

- Reducing parking requirements will reduce operational costs for
multifamily developments over time.
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Reduce Parking Requirements

Other Benefits

Reduwing parking availability in Transit Oriented Developmeptojects
promotes active transportation methods such as biking, walking, or mass
transit. Reducing vehicle miles travelled improves the environment and
reduces traffic in residential neighborhoods.

SDHC Role (Lead,
Advocate, or
Support)

SDHC to lead bgncouraging reduction of parking requirements in its own
development projects and ensuring that public underwriting guidelines are
encouraging maximum limits on parking space production rather than
minimums. SDHC can also advocate to the city council tduee parking
requirements in its zoning policy.

Next Steps

- SDHC to meet with city council and key city staff to advocate forther
reducedparking requirements

- SDHC and City Council to receive updates on any related legislation sig
by the Governor @fter October 112015)

Timeline

Shortterm

Relevant State
Legislation

Approved 2015tate legislation(AB 744) would at request of developer, city
or county, prohibit imposing a parking requirement greater than .5 spaces p
bedroom for 100% lovincome and senior/special needs housing located
within a half of a mile of accessible transit

Other Innovative
Ideas

- Allow one level of parking above ground without counting toward the
project FAR for urban projects.

- Allow by+ight tandem private (garage)parking for all new multifamily
residential and mixeduse development and ease parking requirements fq
mixed use and transioriented development projects.

- Pursue communitywide parking reform measures in parkinimpacted
communities, including creatiorof parking districts, shared parking and
offsite public parking alternatives.

- Allow for inlieu fees and parking districts in lieu of mandatory onsite
parking for mixed uses.

References

San Diego Regional Chamber of Commerce Housing Action Plan (2015
Update); Civic San Diego.
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5. City and SDHC reduce commercial space requirements for affordable developments by
Ai AT AET ¢ OEA #EOQOUGBGO , AT A $AOGAIT T PI AT O #1 AAS8

Reduce Commercial Space Requirements

Type

Local

Scope

Affordable and Market

Opportunity for
Action

City and SDHC can reduce commercial space requirements for affordabie
market rate developments. Commercial space requirements often pose
difficulties for developers in leasing up the space and financing the overall
project because the commercial space inserts an element of risk in the
project that would not otherwise exist as part of dousing development. As
a result, developers often underwrite their commercial space income with
high vacancies and low rental values due to a historic lack of success in
leasing these spaces and monetizing them for the benefit of the project. By,
reducingor eliminating commercial space requirements, developers will be
able to demonstrate stronger cash flowso their capital partners In
addition, an occupied, welmaintained residential space will be better for
community stability and neighborhood propety values than an empty
commercial space.

Opportunity
Description &
Background

There are several approaches to reducing commercial space requirements

- Reduce the commercial space requiremefur all multifamily
developments,

- Structure commercial spacesa separate condominium space that is
financed separately; antbr

- Discourage commercial space in affordable developments.

Cost Containment
& Housing
Production Impact

- Enables efficient use of space in a manner that maximizes the income
that can be usedor debt service, thereby maximizing the amount of
permanent debt that can be put on a project.

- Commercial space requirements are particularly problematic and costly
affordable housing development, where financing is already challenging
and the commercal space requirement adds even greater financing
challenges. Once affordable housing is built, commercial space can b
costly operational expense on an ongoing basis when it cannot be leas
or must be leased at a loss or to unstable tenants.

Other Benefits

- Often, commercial space, particularly in affordable developments, sits
vacant, or the owners are unable to lease the space to active uses so t
space is unattractive, may attract crime and may bring down nearby
property values.

- By utilizing theground floor for residential and related uses where it is
occupied rather than vacant, the ground floor space may be more activ
than it would have been as commercial space, thereby boosting
00001 O1 AET ¢ POI BAOOU OAI OAO Wl A

SDHC Role (Lead,
Advocate, or
Support)

SDHC to advocate to the City to review and amend commercial space
requirementsfor residential buildings
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Reduce Commercial Space Requirements

Next Steps City Council to prepare motionto amend EOUS6 O , AT A $AOA
Timeline Shortterm

Relevant N/A

Legislation

Other Innovative | Expand reduction in commercial space requirement to market rate
Ideas developments.
References Keyser Marston & Associates
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6. SDHC, City and Local Agencies take action to unlock land and increase deased to
affordable housing developers at below market rates or at nominal cost.

Unlock Land and Increase Ground Leases

Type

Local

Scope

Affordable and Market

Opportunity for
Action

Working with the City and SANDAG, SDHC can generate an inventory of Ig
owned by the government or affiliates that could be sites for housing
development in San Diego. Creating an inventory of all underutilized land,
vacant land and potential rause sites owned by public agencies will be a ver
effective first step in unlocking land for housing development. This invento
can be ranked in terms of suitability for affordable housing and mixed
income development.

The City, SDHC and affiliates can grouledse land at a nominal cost for
affordable housing development.

SDHC can work with the City to revise land use regulations in ways that
leverage public land and unlock land for market development.

Opportunity
Description &
Background

- Working with SANDAG, the City of San Diego and Community Planners
Committee, SDHC can generate a map that identifies sites currently
zoned for multifamily housing. The map could be created using
3!.%$!1"80 31 A0O 'Oi xOE #i1AADPO -/
vacant land potential scrape and rebuild properties along transit routes
and zoned mixed use development sites along transit routes. Inventory
can include land owned by the government, agencies and any affiliated
government entities as well as potential reise sies.

- SDHC can consider use of the new right of first refusal for rprofits to
acquire parcels that can be @lveloped as affordable housing. AB 2135
was passed in September 2014 and prioritizes the use of local agency
surplus property for the developmentof affordable housing that serves
lower income households.

- Alocal ballot measure, Proposition A, was approved by voters in San
Francisco on Nov. 3, 2015, which authorizes the city to issue up to $31
million in bonds for affordable housing programs.

- The City, SDHC and other local/regional agencies can put out Request
for Qualifications and Requests for Proposals (RFQs/RFPs) to advertis
developers that these sites are available for affordable housing and
mixed use projects. Property can be groungased longterm to the most
gualified developers at below market rates or at nominal cost.

- The City Council can unlock land by crafting ordinances that boost mar
rate housing production through better land use regulations. For
example, the City Couritcan enact programs such as creating priority
development areas around transit corridors and rezoning underutilized
industrial spaceor other non-residential land uses
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Unlock Land and Increase Ground Leases

- The City can pursue creative ##se of land, and changing land use
regulations as needed to repurpose land for residential development.
For example the rezoning of the Brooklyn waterfront from underutilized
industrial land to residential led to developmet of thousands of new
units.

- The City and SDHC can use create approaches to leverage public land
with market rate projects. For example, encouraging mixagse
development of properties adjacent to public lands with public sector
contributing land to apublic sector project to create mixedncome
projects.

- Much of the property owned by public agencies is ideally located near
transit and other amenities.

Cost Containment
& Housing
Production Impact

- Low-cost land reduces the per unit cost to construc unit

- Unlocking land held by public agencies that is underutilized would allow
market and affordable housing developers to increase supply

- Unlocking land for market rate housing production will increase overall
housing supply likely resulting in a deeased cost for occupants across
the income and housing cost spectrum.

Other Benefits

Increased ground lease payments could be scheduled to commence after
repayment of the first trust deed mortgage- generally after the first 30 years
of operations.

SCHC Role (Lead,
Advocate, or
Support)

SDHC to advocate to SD City Council and public partners to dedicate land
prioritize making it available.

Next Steps

SDHC to meet with city council members, Civic San Diego, County
supervisors, SANDAG, MTS, or other public agency leadership to advocate
for ground leases of public property to private affordablend moderate
income housing developers.

The Community Planns Committee meets monthly and includes the Chair
of the community-planning group for each community within the City of San
Diego or his/her designee. Getting community planning groups involved ea
in the discussion of adding housing units in neighborhds could increase
neighborhood support.

Timeline

Shortterm. Properties could be identified and Requests for
Qualifications/Proposals could be drafted and released in 6 months if staff
are fully empowered by their council membersind/or agency directors

Relevant
Legislation

AB 2135 was passed in September 2014 and prioritizes the use of local ag
surplus property for the development of affordable housing that serves
lower income households.

Other Innovative
Ideas

- Encouraging units that cost less tbuild such as micro units, studios,
prefabricated housing and other innovative types of housing.

- Buying existing apartments and converting them to affordable housing
with income restrictions as a way to bypass the expense of affordable
housingdevelopment.
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Unlock Land and Increase Ground Leases

- City/SDHC could identify public lands that could be used for housing vii
public/private partnership. The City/Housing Commission could work wi
local planning groups to identify infrastructure improvements that could
be funded through feesgenerated by the new construction that would
be spent within the planning area. This would provide an incentive to
local communities to work with the Housing Commission/City to
develop/redevelop the properties. Each community already has a list of
its recommended infrastructure projects and City staff has developed
cost estimates.

References N/A
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7. Streamline Regulatory Process

Shorten Entitlement Process

Type

Local

Scope

Affordable and Market

Opportunity for
Action

Building on thePoint Loma Nazarene study on the impact of regulatory cosi
reduction on housing supply, we support streamlining regulation teeduce
housing development costs and increase housing production.

Mayor candirect the Development Service®epartment to adopt conceptual
reviews for discretionarybuilding permitting. Conceptual reviews streamling
the review process by reducing duplicative reviews and shortening the first
stage of the process. The Development Services Department estimates th
conceptual reviews couldeduce entitlement timelines by 30to 50%.

Mayor candirect the Development Services Departmendr City Councitan
pass an ordinance to bring the entitlement process online, including
submission and processing of application8uilding on existing efforts,
conversion to an online process can be doneare quickly, generating
significanttime savingsand increased transparency in the entitlement
process.

Selfcertification can play an important role in expediting project review. Th
City can integrate more seltertification into the process. Sel€ertification
allows the licensed professional designer to satertify that their plans meet
required standards applicable to their work. In many cases the licensed
professional is required to sign an affidavit on the plans stating that their
work meets allof the requirements and acknowledging their liability for the
design.

Have the City craft an approved list of third party review companies to
offload workload. These companies will be vetted by the City and the City
will determine that they have the proéssional expertise required to review
design documents in full compliance with City requirements.

Opportunity
Description &
Background

- Streamlining and shortening the entitlement process will reduce
developer costs for both affordable and market rate developments.

- Conceptual reviews streamlines the permit approval process.
Discretionary approval projects in the City of San Diego are currently
required to have detailed project reviews in which project applicants
submit required documents mimicking ministerial reviews. Specifically,
once an applicant successfully obtains a dretionary permit, the
applicant must then apply for a ministerial permit, essentially repeating
the review process again. Implementing a conceptual review process
would help streamline the review process and reduce costs to the
applicant for discretionaryprojects. A conceptual review would review

San Diego Housing Commissid November25, 2015 Page29 of 96



Addressing the Housing\ffordability Crisis in Saiiego and Beyond

Shorten Entitlement Process

OEA POIT EAAOSO OEI DI A OE OALaiiscdpe Of
and parking detail would be curtailed. The necessary CEQA
documentation would be provided in order to provide substantial
evidence for envionmental disclosures and mitigation, and specifics
would be required. Implementing conceptual reviews for discretionary
projects can reduce permiprocessing times for applicants by 30 t60%
as estimated by the Development Services Department

- There isa fast track review for affordable and sustainablerojects that
already exists and reduces entitlement timeline by 50% along with
providing a specific date for completion50% reduction generally means
3 to 6 months rather than 6 tol2 months.

CostContainment
& Housing
Production Impact

- Reduces time, costs, and risks during the entitlement process for housi
development
- Simplifies and expedites entitlement process

Other Benefits

- Improves government efficiency.
- Reduces government expendituresn entitlement process.

SDHC Role (Lead,
Advocate, or
Support)

SDHC would advocate for these changes to be made by Mayor and City
Councilwith support of Development Services Department.

Next Steps

Draft administrative action or ordinance implementing aweptual review.
Initial implementation step requires Mayor to direct the Development
Services Department to adopt conceptual review and to expedite adoption
of online entitlement process.

Timeline

Shortterm

Relevant
Legislation

ArecentstudyofSats EACT 8 O ET OOET ¢ AT OOOh /
Housing Costs (Fermanian Institute Study, iddLoma Nazareneproposes
reducing regulatory costs associated with housing through implementation
of the following key reforms: establishing benchmarks for pre¢t and permit
approval times, replacing full cost recovery by a flat fee for mapping costs,
standardizing building codes for all jurisdictions in the County, disallowing
additional challenges and reviews once a project is approved, and
establishing a slithg scale for affordable homebuilding requirements to
recognize the importance of economies of scale.

References

I PATET ¢ 3AT $EACIT 680 $ Fdrnaanid Busindss<aAdO
Economic Institute at Point Loma Nazarene University. 2015.
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8. Adopt Specific Plans and Community Plans with Master Environmental Impact Reports
(EIRs) and Provisions that Increase Production of Market Rate Housing

Adopt Specific Plans and Community Plans with Master EIRs

Type Local

Scope Affordable and Market

City Council can pass an ordinanceaspedite adoption of Specific Plans and
Community Plans with Master Environmental Impact Reports (EIRs) that enable
medium-to high-density urban infill mixed use and mulamily development.

Updated Community Plans provide certainty to developers and can significantly
reduce the time and cost of producing new housing units. There has been a rece
increased focus at the local government level to expedite Community Plan Updati

Sty Tt The inclsionof- AOOAO %l OEOIT T 1 AT OAT ) I Bwniy®la
PP Updates canminimize CEQA review for individual projects. This will create a sing|
Action . : . .
productive and focused opportunity for the public and advocates to express input
on the general plan and community plans. Streamlining the process in this manr]
will reduce the haising development timeline and reduce regulatory costs
associated with housing production.
Part of the Community Plan Updates should include proposals that increase kear
rate housing. This could includerograms such as creating priority development
areas around transit corridors and rezoning underutilized industriahd other types
of non-esidential land.
There are 52 Community Plans in San Diego.
- 3 Community Plans are less than 10 years old;
- 12 Community Plarare 11 to 20 years old;
- 22 Community Plans are 21 to 30 years old;
- 12 Community Plans are 31 to 40 years old; and
- 3 Community Pans are over 40 years old.
A Community Plan is a public document that contains specific proposals for futurg
landusesandpubh EI DOT OATI AT 6O ET A Al i1 061 EOD
. General Plan. Typical elements include: land use, transportation, urban design,
Opportunity ) _ : .
e public facilities and services, natural and cultural resources and economic
Description &
development.
Background

All stakeholders, includinggmployers, residents and government are provided
certainty by the adoption of Community Plans. Community Plans and other effort
toward smart growth reduce the time and cost of producing new units by reducing
regulatory uncertainty and regulatory processCoordinated and certain smart
growth plans make the region a more attractive place to live and do business.
Historically the process to update a Community Plan took about a decade to
complete. Recently as increased local resources have been focused ami@unity
Plan Updates, the timeline is targeted to be a two and a half year process.
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Adopt Specific Plans and Community Plans with Master EIRs

As part of the process of updating Community Plans, it is important to give
communities an opportunity provide input on plans and weigh in on how plans wil|
i i 60T EQUGC T AAAOS

Includinga Master EIR cafurther reduce regulatory burden for housing
development. A Master EIRcompleted as part of @&Community Plarfor individual
neighborhoods will simplify and expedite the entitlement process and limit
potential lawsuits (assisting both marketate and affordable housing projects). A
Master EIR an be tailored to encourage publicly desired development.

SDHC could suppomproposals by Civic San Diego and the City Planning Departme
to engage in specific [ans and other tools to quickly update planning rules for
priority development areas within community plans.

Cost Containment
& Housing
Production Impact

- Reduces time, costs, and risks during the entitlement process for housing
development

- Simplifiesand expedites entitlement process

- Provides certainty for regional development planning that will reduce time and
costs of housing project development process.

- Increasing density in Community Plans as they are updated will support
increased housing produdbn by unlocking land available for housing
development.

Other Benefits

- Eases planning costs for developers while allowing local residents to participa
in planning the longterm future development of their neighborhoods.

SDHC Role (Lead,
Advocate, or

- SDHC ould advocatefor these changes to be made bgity Council

Support)

- Build broad base of coalitin supporters at the local level.
Next Steps - Identify local legislative leaders to support legislation

- SDHC outreach to City Council and City Counciiam

- Specific and Community Plan Development
Timeline Long term-Implemented as community plans undergo review.
Relevant N/A
Legislation
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Adopt Specific Plans and Community Plans with Master EIRs

- Density targets and limits should be specified in City Plan updates and in the
GeneralPlan to maximize land available for housing production while balancin
other factors important to community weltbeing.

- Use the Centre City Development Corporation/Civic San Diego model for
Community Plan Updates

- Set minimum citywide significance threshokifor Community Plan Updates and
develop a comprehensive density strategic plan. Include in that plan a policy
that densities in communities are not lowered and height maximums are not

Other Innovative decreased.

Ideas - Add Indill and TransitOriented Development target areas Whin all future
Community and Specific Plans in order to use the CEQA processes establish
by SB 743 (Steinberg, 2013).

- Affordable Housing Overlay Zone creates -a$-right zoning for specific parcels.
This approach can be used in the housing element pessz when the element
is being approved, the city can designate certain parcels as AHOZ eligible, thg
city would then have to designate the requisite zoning for the parcels and the
development of affordable housing would be as of right. This would stredime
approval of affordable housing, though it might limit plan design flexibility.

References San Diego Regional Chamber of Commerce Housing Action Plan (2015 Update)
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Aty of San Diego Community Plan Adoption Dates

Gmmunity

Lessthan 10 11t0 20 21to 30 31t040 Over 40
Years Old Years Old Years Old Years Old Years Old

Del Mar Mesa 2000
\ Black Mountain Ranch 1998
\ Mid-Qty 1998
Eastern Area 1998
Kensington-Talmadge 1998
Linda Vista 1998
Normal Heights 1998
Pacific Highlands Ranch 1998
Otay Mesa-Nestor 1997
Torrey Hills 1997
Torrey Highlands 1996
Pacific Beach 1995
San Pasqual Valley 1995
Torrey Pines 1995
Mira Mesa 1994
Rancho Pe3asquitos 1993
Kearny Mesa 1992
North Aty Future Urbanizing Area 1992
Barrio Logan 1991
Midway Pacific Hwy Corridor 1991
San Ysidro 1990
Jairemont Mesa 1989
Qollege Area 1989
Greater Golden Hill 1988
Rancho Bernardo 1988
Uptown 1988
Encanto 1987
Old Town San Diego 1987
Peninsula 1987
Syline Paradise Hills 1987
Southeastern San Diego 1987
University 1987
North Park 1986
Carmel Mountain Ranch 1984
Mission Valley 1984
ViadelaValle 1984
Fairbanks Ranch Country Qub 1982
Mission Beach 1982
Navajo 1982
Sabre Sorings 1982
Tierrasanta 1982
Miramar Ranch North 1980
<ripps Miramar Ranch 1978
Serra Mesa 1977
Tij Ryver Valle 19/6

Sources: San Diego Regional Chamber of Commerce, Aty of San Diego
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9. California Legislature and Governor to adopt CEQA reform measiargeting infill
development projects and City to revise local CEQA thresholds.

Support CEQA Refornat State and City Levels \

Type

State, Local

Scope

Affordable and Market

Opportunity for
Action

At the State levelMembers of the State Legislature can introduce legislation that
addresses the following reforms1) Require those filing CEQA lawsuits to disclose
their identity and environmental or norenvironmental interests, 2) Eliminate
duplicative lawsuits against s that have been certified; 3) Restrict invalidation of
project approvals due to technical errors in the EIR.

At the local level, the City can take immediate action to commence revisions to itg
CEQA thresholds.

Opportunity
Description &
Background

State Legislation Though only about 10% of CEQA filed cases are published, a re
by Holand & Knight (August 2015ompleted a study of all CEQA lawsuits filed ove
a 3year period. Of those cases, almost half are targeted towards taxpayended
projects OEAO OAET £ OAA # Al EAI Ol EAGO Al OE
that there are 3 key legislative changes that could be made to the CEQA process
that could reform the process to improve the chances of success for infill projects]
including affordable housing. These changes are listed in the Opportunity for Actic
Box above.

City ThresholdsTraffic, noise, air quality and parks CEQA significance thresholds
based on suburban land uses and traffic generation and applied to urban projects
andenvironments. Theycanbe modified to more accurately reflect current and
future development patterns. Making the thresholds more applicable to urban
environments will reduce unnecessary regulatory costs.

Cost Containment
& Housing
Production Impact

- Increase supply of affordable product in California by improving chances of
project success.

- Decrease project and taxpayer costs by reducing legal costs and time delay
costs due to frivolous CEQA lawsuits.

Other Benefits

Helps contain development costby keeping projects with approvals out of
litigation.

SDHC Role (Lead,
Advocate, or

SDHC to advocate within coalitions for reform and reach out to legislators to initia
these changes.

Support)
- Build broad base of coalition supporter at the state and local levdbr state
legislation.
Next Steps - ldentify local legislative leaders to carrgtate legislation.
- Work with City Council to draft ordinance amending CEQA thresholds for the
City of San Diego.
Timeline Shortterm for local actions;Medium term for state legislation.
Relevant N/A
Legislation

Other Innovative
Ideas

- Override mechanism at the state level, similar to Massachusetts 40B.
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- Establish a citywide Project Labor Agreement that will prevent unions from
bringing CEQA actions or wi stoppages to a project.

Jennifer Hernandez, David Friedman, & Stephanie DeHerrénahe Name of the

Environment: How Litigation Abuse Under the California Environmental Quality Aq

51T AAOI ET A0 #AIl EAI Ol EAS O Ewohdinie Briofitiésdnt O A

How to Protect CEQA From Litigation Abudelland& Knight. (2015).

References
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10. Align State Oversight

Align State Oversight \

Type State
Scope Affordable
Appoint an ad hoc committee to prepare an alignment plgroposing how the
five state agencies responsible for housing poliegnd/or financingin California can
better align their processes and policy objectives. The ad hoc committee shoulq
Opportunity for be appo_in_tt_ac_j by offigigls who currently have housing polioversight
Action responsibilities specifically the Governor and the Treasurer
Aligning affordable housingpolicy and financing programsat the state levelin
California will reduce costs of regulation, monitoring and jprementation in
affordable housing developments andby local housing agencies.
FiveAgenciescurrently manage affordable lousing policy, funding and
oversight/monitoring in California:
- California Debt Allocation Committee (CDLAC)
- Tax Credit Allocation CommitteéTCAC)
- Department of Housing and Community Development
- California Housing Finance Agency
- Strategic Growth Council
For affordable housing deviopers, better alignment will reduce developmentnd
operational costs and reduce timelines for development.
Opportunity
Description & The various agenciesauld createastreamlined application, loan documentation
Background system, portfolio administrationprocess and monitoring requirements.
Specifically, alignment could achieve:
- Single online eleatonic application;
- Single reportingformat for ongoing monitoring and compliance; and
- Single underwriting form for financing from public lending institutions
(similar to applying for financial aid for higher education through a single
form).
The ad hoc committeecould design and oversee a process achieve improved
Cl OAOT T AT O AEEEAEAT AU AT A AT OO OAAO
policy, financeand affordable housing development oversight.
- Aligning these processes and the policy goal§the five agencieswill increase
Cost Containment & government efficiency and speed delivery of housing resourcasboth the
Housing Production state and localevels.
Impact - Alignment will reduceinitial and ongoingadministrative and compliance costs
for developingand monitoring affordable housing.
Other Benefits Increased government efficiency
SDHC RolélLead, SDHC to supportreation of an ad hoc committee
Support or
Advocate)
Next Steps Support dialogue and action to align State Agencies practices.
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Align State Oversight \

Timeline Short to Medium Term
Relevant Legislation | N/A

- Other states have streamlined housing policy and oversight in innovative wg

Other Innovative that may provide a model for California.

Ideas - Massachusetts has a single online application for affordable housing
financing.

References N/A
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11.1. Promote Fair Share of Continuum of Care Allocations for San Diego

Continuum of Care Allocations |

Type

Federal

Scope

Affordable

Opportunity for
Action

The current ©ntinuum of Care funding formula does not allovsan Diego and
other jurisdictions to adequately address their homeless population need#t the
urging of Congressman Scott Peters (&R), San Diego must not wait for
Washington to DC to lead and should creaviableand equitable formula
alternatives for release and outreach to garner public comment and support.
Those alternatives should then be providedt® AT $EACI 60 #1 1 C
$A1 ACAGETT OF AAOT AAOA &EI O 3 AcCl
homeless AOO ET 3 A1 $EACT O1 AAO # 1

A $E
(5$860

Opportunity
Description &
Background

The Continuum of Care (CoC) Program is designed to

- Promote community-wide commitment to the goal of ending homelessness;

- Provide funding for efforts bysocial services providers, andtate and local
governments to quickly rehouse homeless individuals and families while
minimizing the trauma and dislocation caused to homeless individuals, famili
and communities by homelessness;

- Promote access to and effct utilization of mainstream programs by homeless
individuals and families; and

- Optimize selfsufficiency among individuals and families experiencing
homelessness.

Cost Containment
& Housing
Production Impact

)y T AOAAOGET ¢ 3 AT $E A Qdcdii@ to#natch@shorae@ds 1 A&
population will directly increaseesourcesavailable in San Diegtw provide
adequate levels of soall services and housing suppotb the homeless.

Other Benefits

Reduce use of other public resources for housing byviag an adequate level of
Continuum of Care support

SDHC Role (Lead,
Advocate, or

SDHC could participate in or help facilitate a processdmft alternative formulas,
create substantial public comment opportunities, and provide ttihe Californa

Support) Congressional delegatiotthe needed informationfor advocacy at federal level.
- Obtain current funding formula for Continuum of Care allocations and conver|
stakeholders to draft alternative formula that provides fair share of homeless
Next Steps fundsto San Diegg. _
- Research alternatives and obstacles to national support
- Partner with Congressional Delegation to advocate new funding formula for
Continuum of Care allocations.
Timeline Shortterm
Relevant 0OAOCEAAT O /I AATABO TPzWw AOACAO
Legislation

Other Innovative
Ideas

N/A

References

United States Department of Housing & Urban Development
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11.2. Advocate with Congressional Delegation to Increase Federal Rental Assistance

IncreaseFederal Rental Assistance \

Type Federal
Scope Affordable

Advocate with Congressional delegation to increase federal rental assistan
Opportunity for Action for public housing, projectbased housing, vouchers and other federal rental

assistance.

Opportunity Description
& Background

- i1 T &£ 3A1T $EACI 60 OOAOEAEAO A (
units come from federal rental assistance programs.

- There is currently a severe shortage of affordable units in San Diego ar
low-income families are severely rent burdened. Incréag federal rental
assistance would increase resources in San Diego to help-oeome
families and extremely lowincome families find adequate housing.

- Community Development Block Grants antdOME Investment
Partnerships ProgranHOME funds are crucial fedal rental assistance
funding sources for San Diego lotmcome households.

- The primary objective of the Community Development Block Grant
Program (CDBG) is to develop viable communities through the provisio
of decent housing, a suitable living environmenand expanded
economic opportunities. Eligible CDBG spending includes Public Servic
Community and Economic Development, Capital Improvement Projects
(CIP) Public Facilities/Infrastructure, and CIP Housing Rehabilitation.

- HOME (HOME Investment Partnerghs Program) funds are dedicated to
housing activities that meet local housing needs and typically preserve
create affordable housing. Uses include tenaittased rental assistance,
rehabilitation, homebuyer assistance, and new construction.

Cost Contairment &
Housing Production
Impact

Increasing federal funding of CDBG and HOME will make more affordable
housing available for loweiincome households, increasing supply generally
and therefore making housing more available and affordable at higher
income kvels as well.

Other Benefits

- Reduce homelessness
- Reduce severe rent burdens on loimcome families

SDHC Role (Lead,
Advocate, or Support)

SDHC to lead advocacy with San Diego Congressional delegadimhlocal
stakeholders

Partner with Congressional Delegation to advocate for increased federal

Next Steps rental assistance including increased funding for CDBG, HOME and other
federal rental assistance programs.
Timeline Medium Term

Relevant Legislation

Federal Fiscal Ye@016 Budget

Other Innovative Ideas

N/A

References

United States Department of Housing & Urban Development
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11.3. Expand Low Income Housing Tax Credit

Expand the Low Income Housing Tax Credit \

Type Federal
Scope Affordable
Reform and expand the Lowncome Housing Tax Credit (LIHTC) to support

OfFPelilIney 1o AGIE development and preservation of affordable housing.
1. Encourage mixed income occupancy by allowing LIH3@ported
projects to elect a criterion employing a restriction on &rage income.
. The criterion would be: At least 40 percent of the units in the project
Opportunity . L
Description & would have to be occupied by tenants with incomes that average no mol
P than 60% of AMI, and households with incomes up to 80% of AMI could
Background

served.

2. Expand LIHTCs avable to finance affordable housing by allowing
conversion of private activity bond volume cap into LIHTCs.

- Increase production and lower financing costs by allowing states to utiliz
private activity bonds (FAB) volume that may be difficult to use in a low
interest rate environment.

- Agencies in charge of allocating LIHTCs are often confronted with a larg
number of deserving projects than they can support. Some of these
buildings can be built only with highecredit rate LIHTCs. Increasing the
volume of higher rate credits would allow the development of some
projects for which the current supply is insufficient.

- Some developers obtain LIHT @y financing buildings with Private
Activity Bonds even though they lave access to more preferred financing
options. The resulting transaction costs consume resources that might
otherwise provide affordable housing.

- Encourages mixed income occupaneyIHTC income criteria often
produce buildings that servea narrow income band of tenantg those
just below the eligible income threshold. In addition, mitigates the
inflexibility of the income criteria that has made it difficult for LIHTC to
support acquisition of partially or fully occupied properties for
preservation or repurposing.

- Support proposal

Cost Containment &
Housing Production
Impact

Other Benefits

SDHC Role (Lead, - Advocate with local members of Congress

Advocate, or Support) | - Advocate through local, state, and national affordable housing trade
organizations

Next Steps - Advocate with San Diego Congressional ldgation

Timeline Medium Term

Relevant Legislation Federal Fiscal Ye@&016 Budget
Allow conversion of private activity bond cap to low income housing tax

Other Innovative Ideas

credits.
00AOGEAAT O /1 AAT A6O TPxZWw " OACAO
References United States Departmenbf Housing & Urban Development

Internal Revenue Code
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lll. Economic Impact of HighHousing Costs

A.3 AT $ E A @Beitg@npacted byConstraint on GDP

The shortage of affordable housing is a public policy challenge globally, nationally, statewide in
California and locally in the City of San Diego. GloballgKinsey estimateghat 330 million urban
households around the world live in substandard housirag are financially stretched by housing
costs2Housing is considered unaffordable if over 30% of household income spent on housing. Any
amount over 30% of household income spent on housing could be spent in other parts of the
economy, boosting expenditues on goods and services and thereby increasing GDRe extra
incomeover 30%pent on unaffordable housing globally creates a gap equivalent to $650 billion per
year, or 1 percent of global GDP.If affordable housing were available, this & billionin purchasing
power could be utilized for other goods and servicesThis affordability gap is likely to grow
significantly over the next decade. Based on current demographic and income trends, McKinsey
estimates that by 202%bout 440 millionurban households globally will have inadequat&ousing or
will be financially stretchedby their housing costs®

San Diego Has A Housingffordability Gap of Over TwoBillion Dollars Annually

3AT $EACI 80 EI OOET C | AOEAO OA&EI AAOO OEA ci T AAI
housing costs, and the associated drag on local GORe city has a significant shortage of housing

units available?® Reasons for constrained supply include: esomic conditions, limited entitled

property, regulatory burdens, and land use and zoning policieEhis constrained supply, along with
steadily increasing demand, has driven average San Diego home prices up to levels that are
unaffordable for nearly 50%f households

Utilizing the McKinsey methodology, we estimate thatearlyfifty percent of householdsin San
Diegocannot afford minimally acceptable housingt current prices?’ The additional hosing costs
paid by thesehouseholds generates an affordability gap afpproximately $2.4 billion annually or 2%
I £ 3AT $EACITIthcusinywéreakdilable & anaaffordable cost to all San Diegatisy
households would have $.4billion more in disposable income to gnd in the local economy,
creating jobs and supporting local businesses. In addition, developing and constructdditional
housing unitsadds jobs and economic stimulus to the local economy.

23 Jonathan Woetzel, Sangeeth Ram, davlischke, Nicklas Garemo and Shirish Sankheblueprint for
addressing the global affordable housing challengécKinsey Global Institute. October 2014.

24McKinsey A blueprint for addressing the global affordable housing challenge

2>McKinsey A blueprint for addressing the global affordable housing challenge

26 San Diego Association of Governments Regional Housing Progress Report 2003 to 2013, March 20, 2015.
http://www.sandag.org/uploads/publicationid/publicationid_1928 18891.pdfAccessed 09/27/2015ensus
American Community Survey (2013); California State Finance Department website,
http://www.dof.ca.gov/research/demographic/reports/estimates/&/20120/view.php (Accessed 09/27/15).
2"Minimally acceptable housing for an average size family is defined as 100 square meters or approximately
1076 square feg a Habitat for Humanity standard for adequate minimal family living space in developed
countries.
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Figure 6: Affordability Gap in Sa Diego of $2.4illion2®

Over 50% of San Diego City Households cannot afford a minimait, a $2.4 billion annual economic
gap. Over 70% cannot afford the average San Diego home.

$60,000
$55,000
$50,000
$45,000
$40,000 - EEEASETIT

$35,000 -IENESEL) Annualized market price of average home (with taxes and
$30,000 insurance) = $29,000

Annual Income Available for Housing

$25,000

$20.000 Annualized market price ofminimum unit = $19,000
$15,000 80,622

$10,000 (17%) 57,393

$5,000 (12%)

%0 80,360 (179,730 (11%)

Number of Households

In addition to looking at affordability for the minimum livable unig the bottom dotted line on the

chart, we also looked at the dbrdability of an average pricechome in San Diego today. Using San

$EACI 80 AOAOACA EITI T A POEAA AO 1T &£ ' 6CcOO0 TPIX 1T £ Q
taxes and homeowners insurance, the annual cost would be $29,000, an amount thatild be

unaffordable for over 70% of San Diegart8.3 AT  $ E A i@ iifc@neib abphoximately ¥3,000%°

for the city, which is consistent with our estimate that about half of San Diegans are unable to afford

a minimally sized unit*A minimal unit would be priced at approximately $400,000 based on current

San Diego home price® Note that the minimum unit for San Diego, at 100 square meters (1,076

28 McKinsey A blueprint for addressing the global affordable housing challe@gnsus Bureau AMS Survey
(2013); Trulia websitehttp://www.trulia.com/home_prices/California/San_Diegheat_map/ (Accessed
September 1, 2015Freddie Mac Primary Market Survey Rate. See Appendix One for detailed methodology for
calculations.

29 Zillow, San Diego County Website http://www?2.sdcounty.cag/pts/trasearch.asp. (Accessed 08/08/2015).
Valuepenguin. http://www.valuepenguin.com/averageost-of-homeownersinsurance. (Accessed 08/08/2015).
30 San Diego Housing Commission website,
http://www.sdhc.org/uploadedFiles/Rental_Assistance/pdfs/AMIIomeRentChart%202015.pdf (Accessed
09/15/2015).

31Census Bureau ACS Survey (2013). US Bureau of Labor Statisttps//www.bls.gov/opub/ted/2015/percent
changesin-averagehourly-earningsfor-Jargestmetro-areasjune-2014tojune-2015.htm (Accessed 09/02/2015).
32Trulia. http://www.trulia.com/real_estate/San_Dieg€alifornia/markettrends/. (Accessed 08/08/2015).
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square feet), is less than half the size of an average San Diego home, sized at an average of 220
square meters(2,368 square feet).

Half of San Diego Households Face AffordabilitghallengesacrossHomeownership
and Rentals

Housing affordability is a challengéor both homeowners and renters nationally, statewide andn
San Diego. Just as home prices have been rising rapidly over the past five years, rents and rental
demandhavealso been surgindoth nationally andin San Diego. In San Diegobased on 2013
Census dataywe estimate thatapproximately halfof city households face affordability challenges in
paying housing costs. This includesarly halfof homeowners with a motgage andover 50%of
renters. The situation has become less affordable over the past year for both owners and renters.
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Figure 7: Affordability in San DiegoacrossHousing Categorie$®

In San Diego, nearly half of the population faces affordabilityssues
Number of households in San Diego by housing category

B Population Facing

Affordability Issues 56,000

92,000 254,000

46% of owners
with mortgages
pay > 30% income
on housing

106,000

55% of renters
spend > 30%
Income on housing

130,000

3,000 3,000

Unsheltered Shelter Rentals Owned with Fully Total
Homeless Residents Mortgage Owned

33Census Bureau AMS Survey (2013). McKinsey, San Diego Regional Task Force on Homelessness.
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Rents RisingSharplyin Urban Centersas RentalDemand Soarsand Supply Lags

Rental demand is increasing rapidiy urban centers across the nation antthe supply of ren@l units

is not keeping paceas documented in recent studies by the Harvard Joint Housing Center and the
NYU Furman Centet: In 2014, thenational apartment vacancy rate fell below 7.6%, its lowest point

in 20 years® Meanwhile, average rentsiationallyincreased by 3.4% for a 1 bedroom and 2.5% for a 2
bedroom between April 2014 and April 2035 Rents are rising most rapidly in the medium priced
rental market due to constrained supply at the middle price point for rentals, as compared to luxury
and affordable housing rentals’

4EA .95 &OOI AT #A1T OAO6 0O TP3X tighteanytentdl warketf, withAOCA 53

lower vacancy rates and higher rents, meant it became harder between 2006 and 2013 for Americans
to find rental housing they could afford in the 11 largest US citf€3he ekven cities included in the
report are: New York,Los Angeles, Chicago, Houston, Philadelphia, Dallas, San Francisco,
Washington, D.C., Boston, Atlanta arfdiami. This is due tancreaseddemand forrentals and a

shortage of supply. In 2006, the majority of the population in just five of the largest 113Jcities

lived in rental housing; in 2013, that number increased to nitieAs demand for rental housing grew
faster than available supply, rental vacancy rates declined in all but two of the 11 cities, making it
harder to find units for rent*°

San Die@ is One of theSix Most Unaffordable Rental Markets in the Country

The rental housing shortage is acute in San Diegjad rents are rising rapidlyThe vacancy rate is
currently at a historical low of 2.3%, well below the historical average of'5@ver half of City of San
Diego renter households are facing an unaffordable rental burdemganing theserenters are paying
more than 30% of their income for housing costs.

Estimates of current median rent for a-Bedroom gpartment in San Diegwaries fom $1390 to over
$2000, depending onthe source and whether it is including the city or the entire metropolitan

area*? According to CBRE, from 2004 to 2014, the average rent in San Diego County rose from
$1,242 to $1,542 per month, a 24 percetrease. By 2019, CBRE estimates average rent to hit $1,830

MAaEA 30AO0A T £ O.Bdnt Cedtdd tori HbuBiIy Studie® 6 Bdrnvard University. Harvard
University. http://bit. ly/1kKwpkW. Accessed July 27, 2(8&an Capperis, Ingrid Gould Ellen and Brian
Karfunkel. 2 AT OET ¢ ET ! I A ORAnaBG@nter farGRE€akE3tate ahd Diad Kudies. May 2015.
B4EA 30AOA 1T £ O.BdntCedtdd t6r Housidy Studie® 6F Ban@rd University.

36 www .ApartmentList.com (Accessed 08/15/2015).

37San Diego Association of Governments Regional Housing Progress Report 2003 to 2013, March 20, 2015.
http://www.sandag.org/uploads/publicationid/publicationid_1928_18891.pdfAccessed 09/27/2015).

38 Sean Capperis, Ingrid Gould Ellen and Brian Karfuni2lAT OET ¢ ET ! I AOBRYUAS O , AOCAOO
Furman Center for Real Estate and Urban Studies. May 2015. The elven c#ieSlew York, Los Angeles,
Chicago, Houston, Philadelphia, Dallas, San Francisco, Washington, D.C., Boston, Atlanta and Miami).

2 AT OET ¢ ET ! | AORYAAGGan CehtorGoh Red Estake @ritl AiGan Studies. May 2015.
“Rentingin | AOEAAS O ., NYOEuArAiOCertds fOrfRAaDEstate and Urban Studies. May 2015.
41JLL. August 2015.

42US Census Bureau AMS Surnv@103).

San Diego Housing Commissi¢ November25, 2015 Page46 of 96

# |


http://www.sandag.org/uploads/publicationid/publicationid_1928_18891.pdf

Addressing the Housing\ffordability Crisis in Saiiego and Beyond

per month.*® Zillow estimates that current rents for the San Diego metro and the city of San Diego
are over $2300 per month for a two bedroom as of July 2015’ JonesLang LaSalleestimates that
mean rent for a City of San Diego two bedroom apartment is $1819 as of August 2015.

A recent Apartmentlist.com study listedhe City ofSan Dégo as one of the ten US cities witthe
highest rentsin the country. As of June 201%\partmentList.com identifiesthe city of San Diegaas
the ninth most expensive city in the nation to rent an apartment, at an average of8fD per month
for a 2 bedroom.

Figure 8: ApartmentList.com List of 10 Most Expensive US Cities
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Ol A EAI O Az/SéniDiego G B df those unaffordable six, along witew York, los Angeles

Miami, San Francisco and San Jd€eZillox 8 O AT Al U OE Con dveragd, ISdb Didgans énsuldO
currently expect to pay 9.6 percenmore of their incomefor rent than they did between 1985 and

2000 (43.2 percent now versus 33.6 percent historicalfy).

43 Dixie Hall, CBRE, quoted in Union Tribune (http://www.sandiegouniontribune.com/news/2014/sep/18kents
housingsupply-downtown -units-forrent/) .

44 Zillow, http://www.zillow.com/research/6least-affordable-rental-markets9412/ (Accessed 08/08/2015).

45 JLL. August 2015.

46 Zillow, http://www.zillow.com/research/6least-affordable—rental-markets-9412/ (Accessed 08/08/2015).

47 Zillow, http://iwww.zillow.com/research/6least-affordable-rental-markets-9412/ (Accessed 08/08/2015).
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One of theexplanations for high housingAT OO0 EOOT AKEKEI @ADOAT A OE@d AEOEAO
shortage of supply. Zillow findsthis hypothesis to have merit demonstrating a distinct relationship

AAROxAAT A 1T AOOIT 860 11 Oi Al &ftrdaility?A O AG AIEA A GO Gk AA 10T @
six6 markets, the number of permits issued for new apartment construction falls far short of the

amount needed to keep up with population growthThe chart in Figur® displays this finding.

Figure 9: Building Permits Lag in Most Unaffordable Cities
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48 Zillow, http:/mww.zillow.com/research/6least-affordable—rental-markets-9412/ (Accessed 08/08/2015).
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San Diego Home PriceAre Unaffordable For Over 70% of Households
Today,the social mobility provided by the Anerican Dream of owning a home is increasingly out of

reach for average households. &ional homeownership ratesare at a 26year low.*® Reasons
include: risinghome prices,constrained credit availability, particularly for low and moderate income
families, inability to save for a down payment due to high rental costsillennials living with parents
longer due tohigh student debt, millennial peferences br renting in urban centers, shifts in
preferencesof owning versusrenting following the housing crash of 200&nd damaged financial
profiles due to the financial crisis According to the National Associatiof Realtors the number of
first-time buyers entering the market nationally is at the lowest point since 1987.

In the City of San Diegdhe median home price i$506,000 as of June 2015, according to Zill&w.
The chart in Figurd Owith data from Zilow shows home prices in the City of San Diego fr&2805
through 2015.

Figure 10:Average Home Prices in the City of San Diego, 2005 to 2015
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Y4aEA 30AOA 1 £ O.Bdnt Cedtdd torl Houdity Studie® @ Bdrn@rd University. Harvard University.
http://bit. ly/IkKwpkW. Accessed July 27, 2015.

50 Statement of the National Associatiomf Realtors for Hearing Entitledtnequality, Opportunity and the
Housing Market United StatesSenate Committee on Banking, Housing and Urban Affairs, Subcommittee on
Housing Transportation and Community Development. December 9, 2014.

51Zillow, See http://www.zillow.com/sardiegoca/homevalues/. (Accessed 8/8/2015).
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San Diego Wages Have Not Been Keeping Paa#&h Increasing Housing Costs

Wages in San Diego have failed to keep pace with rising housing cobtem 2010 to 2014yages in

the San Diego metro havencreased less than 5%]Jess than the increase in inflation of 8% over the
same period®? In real terms, purchasing power in the past five years has decreased for San Diego
residents, while home prices increased by approximatelg% and rets increased by approximately

25%3 This mismatch between increasing home prices and stagnant wages bassed affordability
challenges across the income spectrum and rising barriers for fitishe homebuyers.Over the past

year, wages in San Diego have increased just 1.2%, on the low side as compared to other large MSAs.

Figure 11Mean Hourly Wages andriflation in SanDiego 201 2014
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52US Bureau of Labor Statistics
53 Zillow, See http://www.zillow.com/sandiegoca/homevalues/. (Accessed 8/8/2015).
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Figure 12:Percent Change in Wagefr San Diego and Other Metros Over Past Year
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B. Impact of Housing Affordability on Lowsincome Households
Theburden imposed by ahortage of rental housing is most acute for lowncome households.Since

2000, rents have riserandthe number of renters who need low priced housing has increasédl.
These two pressures make finding affordable housing even tougher fary poor househdds in the
United States®™ The, T x ) T AT T A (1T OO EQ®uCof Rebchepdet Ouflihek thedmaiyP = X
economic challenges facing @ income renters, including stgnant wages, hconsistent job growth,
andrising coss of living.>® In the context of all these challengesQut of Reacldentifies a lack of
affordable housing as the most significargroblem for low-income households”’

Particularlyfor low-income householdsthe gap between what people earn and the cost of minimally
acceptable housing continues to grow. His is true nationally, in the t&te of Californig and in the

City of San Diego.Nationwide, only 28 adequate and affordable units are available for every 100
renter households with incomes at or below 30 percent dfie area median incomé® Not a single
county in the United States has enough affordable housing for all its extremely kaveome (ELI)

54 Josh Leopold, Liza GetsingePamela Blumenthal, Katya Abazajian and Reed Jord@he Housing

Affordability Gap for Extremely Low Income Renters in 201& Urban Institute. June 2015.

55The Housing Affordability Gap for Extremely Low Income Renters in 2013

%6 Althea Arnold, Skeila Crowley, Elina Bravve, Sarah Brundage, and Christine Biddleco®beof Reach 2014
National Low Income Housing Coalition. 2014. http://nlihc.org/sites/default/files/oor/201400R.pdf. Accessed
7/24/15.

57 National Low Income Housing CoalitionOutof Reach 2014.

58 The Housing Affordability Gap for Extremely Low Income Renters in 2013
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renters.> In addition, only one in four householdeationwide eligible for rental subsidies actually
receives assistane due to overwhelming demand?

Translating theaffordability challenge into wages, the Low Income Housing Coalition estimates that
nationally, n order to afford a modest, twebedroom apartment in the U.S., renters need to earn a
wage of $19.35 per houttIn 13 states and the District of Columbia they need to earn more than $20
per hour%? Theestimated averagehourly wage for rentersnationally is $151653

Low-income households are disproportionately redAburdened as shown in Figur&3below for the
City of San Diego

Figure B:Percent of Income Renters Spend on Housirig City of San DiegpBy Annual Income
Bracket
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Source: US CensBareauAMS Survey (2013)

#Al EZ Ol EA EAAAO A OET OOACA 1T £ YXWh dowestinedme AO A A&
households® At the same time, median rents in California increased by over 20% from 2000 to 2012,
while median income dropped 8%. San Diego also facessevereshortage of units available to low

59The Housing Affordability Gap for Extremely Low Income Renters in 2013

50 Tracey RossNo Place Likeome: Addressing Poverty and Homelessness in the United St@erger for

American Progress. 2103.

61 0Out of Reach 2014.

62 0ut of Reach 2014.

83 0ut of Reach 2014.

64 California Housing Partnership Corporatiof, | x # Al E/&Al O1 EA8 O (dMéedthd Npeds A OEAO EO
LowIncome Families: Recommendations to the Leaders of the State of Califémlmuary 2014.
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income renters. According tothe UrbanInstitute data and theSANDAG Regional Housing
Dashboard there are only about 21,000 affordable units available in San Diego for approximately
120,000 very low income households.

In 2013 irSan Dego, arenter earning 30% or less the area median inome couldafford to pay $548
in rent.%® Median rental cost fo a 2bedroom apatment was estimated to be $B90in the 2013
Census®’ In the past two years, median rental cost has risen to at leasf539D, while wages have
remained about the same, causinan even greater affordability challenge for lodncome families.
For most lowincome families and a significant number of moderaiacome families, the median
rents in San Diego are not affordableThere is a severe shortage of affordably priced rentahits and
the affordability gap is growing worse by the month This affordability squeeze for lowncome
familiesis occurring across Californias shown in Figurd4below.

Figure 3. Comparison of @lifornia Rental Housing Costs

Housing CosiMeasure State of San Diego  Los Angeles San Francisco Santa Clara
g California County County County County
2 BR Rent $1,386 $1,390 $1,424 $2,062 $1,809
Income Needed to Afford
2 BR Rent $55,433 $55,600 $56,960 $82,480 $72,360
Median Renter Income $43,701 $45,207 $40,577 $59,656 $64,327
Affordable Monthly Rent
at Mean Renter Wage $1,093 $1,130 $1,014 $1491 $1,608
0,
Aﬁordab'iﬁle ntat30% | ge40 $548 $473 $764 $797
Affordable Rent at $468 $468 $468 $468 $468
Minimum Wage
Gap Between Affordable
Monthly Rent at Mean
Renter Wage and 2 BR $293 $260 $410 $571 $201
Rent

Source: National Low Income Housing Coalition

66 Out of Reach 2014.
67US Census Bureau AMS Surveg3p
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One in Three San Diego Households Do Not Have Sufficient Income to Meet Basic
Expenses, and Housing is the Largest Component of Expenses

Increasing the supply of quality, affordable housing is essential to any strategy to end homelessness,
poverty, andto reverse risingeconomic inequality®® ! AAT OAET ¢ O OEA 51 EOAA
Measure, e in three San Diego households (30%) do not have sufficient income to meet thesic

costs of living®® Struggling families spend over 50% of their income on Ising, and families living

below the Federal Poverty Level can spend as much as 80% of their income on hoUsifige Real

Cost Measure is a metric that more accurately measures the number of families struggling to make
ends meet, as compared to the FederBloverty Line’

Basic costs of livings defined in the Real Cost Measuirclude:

0] Housing(29%)

(i) Childcare (2%b)

(iii) Transportation (1506)
(iv) Healthcare (106)

(V) Food (16%)

(vi) Taxes 0%)

Housing is the largest component of household expensasthe Real Cost Measurd-amilies with
two fulltime, minimum wage jobs do not make enough to meet basic costs of livirigor two full-
time, minimum wage earners eaing $33,280 in gross incomeombined, annualexpenses would
exceedannualincome by $1834."2 The cost of housingn San Dieg@nnuall isapproximately
$19000, or over 50% of annual income.

The most expensive time for families is early childhood when childcare costs are highest. Over time,
family budgetschange with regard to childcare costs. In California, approximately dnalf (51%) of
low-income households with children under six years afje are unable to meet basic ats of living,

and that rate jumps to 76% for single mothers with children undéx.§8 Although seniorshave

different needs and workforce participation, United Wayfinds that a similar share almost 1 in 3

(31%) are struggling to meet bastxpenses™® Households of color are disproportionatelyikely to

have inadequate incoméo meet basic exgenses. In Californiab1% of Latino households and 40% of
African American households have incomes insufficient to meet basic expenses. This is followed by
Asian American households (28%) and white househol@9%yY>

58 Out of Reach 2014.

59 Betsy Baum Block, Henry Gascon, Peter Manzo and Adam D. Pa&euggling To Get By: The Real Cost
Measure in California 2018nited Way of California. 2015.

70 Struggling To Get By: The Real Cost Measure in California tEsl Way of California. 2015.

"1 Struggling To Get By: The Real Cost Measure in California 20t Way of California. 2015.
72Struggling To Get By: The Real Cost Measure in California 2itesl Way of California. 2015.
73Struggling To GeBy: The Real Cost Measure in California 20aed Way of California. 2015.

74 Struggling To Get By: The Real Cost Measure in California 20t Way of California. 2015.

75 Struggling To Get By: The Real Cost Measure in California zitesl Wa of California. 2015.
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C. Growing Incomelnequality

Income inequality has grown significantly over the past 25 yedtsHHomeownership hashistorically

been an importanttool for wealth building and social mobility in the United StatesFor example,

following the financial crisis of 2008, homeowers have fared much better than renters. Nationally,

from 2010 to 2013, the wealth of homeowners grew by $20,900 from 2010 to 2013 as compared to

just $300 for renters’’ The median net worth of a homeowner in 2013 was $195,400 versus $5,400 for
renters.”® Of course, other factors that lead to homeownership, also lead to wealth accumulation,
AOO | OAE T &£ OEA ET AOAAOA ET ET OOAET 1T AOGS xAAl OE
the value of housing, particularly the value of land, based on et scholarship on the topic of

housing and wealth inequality®

Recent economic literature argues that increases in land and property values explain the majority of
growth in income ingquality over the past several decadedatthew Rognlie argues thatvhile

returns on noryproperty investments have remained flateturns on real property have grown
dramatically. Rognlie suggests that the place to start in terms of reducing income inequality is to
examine the role of land use regulation in bidding up lamélues and causing property owners to
accumulate wealth much more rapidly than neland owners®®

Figurel5below shows the unequal national wage growth over the past twenty five years nationally.
The upper income brackets have seen wage growth increase, while the lowest income brackets have
not seen wage growth increase at all over the past quarter centuryhis divergence in wage growth
trends has led to increased income inequality over the past twediye years.

76 US Bureau of Labor Statistics.

7" Statement of the National Association of Realtors for Hearing Entitleldiequality Opportunity and the
Housing Market Senate Committee on Banking, Housing and Urban Affairs, SubcommitteeHmusing
Transportation and Community Development. December 9, 2014.

8 Statement of the National Association of Realtors for Hearing Entitlelthequality Opportunity and the
Housing MarketDecember 9, 2014.

® Thomas Piketty Capital in the TwentFirst Catury. Harvard University Press. 2014

80 Matthew Rognlie. (2014, June 15). A note on Piketty and diminishing returns to capital. Retrieved from
http://www.mit.edu/~mrognlie/piketty _diminishing_returns.pdf
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Figure B: UnequalNational Wage Growth Over Past 25 Years

Selected percentiles of usual weekly earnings of fulime wage and salary workersage 16 and
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California has one of the highest levels of income inequality in the nation, as shown on the map
below from the US Bureau of Labad®tatistics. In California, the highest paid 10% of workers make 5.6
times more than the lowest paid 10% of workegghis inequality ratio is among the highest of all

states in the nation®!

81US Bureau of Labor Statistics. See http://wwwsbyov/spotlight/2015/dook-at-pay-at-the-top-the-bottom -
and-in-between/home.htm. (Accessed 8/8/2015).
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Figure B: California Has One of the Highest Ratios of Wage Inequality

State wage ratios between the 90" and 16' wage percentiles, May 2014

. 5.0 and higher

.4.5'[!:: 4.9
.4.3’[(: 4.4
|:|4.1 to 4.2

|:|4.I.'J and lower

Source: US Census Bureau of Labor Statistics

By Releasing Constirats on Housing Supply, Citieaul€Capture Economic Growth

A recent paper entitledWhyDoCities Matte?? by economists Hsieh and Moretti argues that housing
constraints in San Francisco, San Jose, and New York City hamstained US GDPAs shown in
Figure 11 &ow, Hsieh and Moretti argie that the constraints inposed by high housing prices have
held back economic growth and employment growth in certain cities.

82 ChiangTai Hsieh and Enrico Moretti for the National Bureau of Economic Research (2015)
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Figure I7: Employment Growth Constrained by Housing Restrictior$d

Research suggests that in some citieousing restrictions are holding back economic growth. If
those restrictions were not in place, how much would employment grow?

Estimated Employment Growth- No Housing Cost Constraints

New York 787.70%

San Jose, CA 522.40%

San Francisco

509.90%

Austin, TX 237.70%

Source: Hsieh and Moretti, 2015

83 Amy Merrick, & Natasha Gural. (2015, May 31). Welconéeimlopolis. The University of Chicago Booth School
of Business. Retrieved from http://preface.com/pdf/WelcorieNerdopolis.pdf
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lll. Frameworkfor Housing Cost Reduction

Mcki OA UG O A ihGudiny &iferéiabilityaiop@ses thatthe housing affordability gap can be
eliminated completely forthe population earning above 5@o0 80%of Area Median Income by
employing a disciplined approach foced on four key levers: (I)nlocking land; (2yeducing
construction costs; (3)reducingoperations andmaintenancecosts and (4)reducingfinancingcosts.
Utilizing this approach for the mearpriced San Diego rental unit of $820, the cost could be reduced
to approximately $%0, which would be affordable a65% AMIFor the average purchased home, the
price could be reduced from $200 per month to $1250 per month, affordable at 80% AMDur
proposed actionstepsoutlined in Section Five of this report aim to apply these four levers in San
Diego, in a manar tailored to the San Diego housing market.

InFigurelSAAT T xh OEA &1 060 AT 00 OAAOAOCEI1T 1 ABGAOOG- AOA AP
AAAOT 1T APAOOI Al 08 "AOAA 11 OEA DARRAAIZGAVGAO DBOT O
the expected savings from each cost level as a percentage of an ager San Diego rental. Figure 16

applies the same analysis to an average San Diego home for purchase.

Figure 18:Framework for Rental Cost Optimization in San Diego
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Figure 19:Framework for Homeownership Cost Optimization in San Diego
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Appendix 1 Methodology
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Methodology Part I: Keyser Marston Associates\nalysis
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ACTION STEP #2
INCENTIVIZE MORE 80/20 DEVELOPMENTS

TABLE 1A

PROJECT DESCRIPTION
HOUSING AFFORDABILITY STUDY
SAN DIEGO HOUSING COMMISSION

100% Market
80% Market / 20% Affordable
80% Market / 20% Affordable “withD! : "B
en onus
100% Affordable sity
I Site Area 58,080 5F 58,080 SF
1.33 Acres 1.33 Acres
. Gross Building Area
Residential Net Building Area 58,800 SF 85% 120,100 SF 85%
Circulation,/Lobby 15,700 SF 15% 21,200 s5F 15%
Total Gross Building Area (GBA) 104,500 SF 100% 141,300 SF 100%
. Unit Mix Number of Units Unit Size Number of Units Unit Size
One Bedroom 35 Units 35% 700 SF 47 Units 35% 700 SF
Two Bedroom 35 Units 35% 900 SF 47 Units 35% 900 SF
Three Bedroom 29 Units 29% 1,100 SF 40 Units 30% 1,100 SF
Manager 1 Unit 1% 900 SF 1 Unit 1% 900 SF
Total/Average 100 Units 100% 888 SF 135 Units 100% 890 SF
IV. Density 75 Units/Acre 101 Units/Acre
V. Construction Type Stacked Flats - Type V Stacked Flats - Type V
over Podium Parking over Podium Parking
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TABLE 1A

PROJECT DESCRIPTION
HOUSING AFFORDABILITY STUDY

SAN DIEGO HOUSING COMMISSION

ACTION STEP #2

INCENTIVIZE MORE 80/20 DEVELOPMENTS

100% Market-Rate

80% Market-Rate /

20% Affordable
VI. Affordability Mix
50% of AMI 0 Units 0% 20 Units 20%:
60% of AMI 0 Units 0% 0 Units 0%
80% of AMI 0 Units 0% 0 Units 0%
100% Market 100 Units 100% 80 Units 80%
Total Units 100 Units 100% 100 Units 100%:
VIl. Parking

Parking Ratio Market Rate
Parking Ratio Affordable (1)

1.5 Spaces/Unit
0.0 Spaces/Unit

Market-Rate Units Parking 150 Spaces
Affordable Units Parking 0 Spaces
Total Parking Spaces 150 Spaces

1.5 Spaces/Unit
1.2 Spaces/Unit

120 Spaces
24 Spaces
144 Spaces
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80% Market-Rate /

20% Affordable
with Density Bonus

11 Units
0 Units
9 Units
115 Units
135 Units

1.5 Spaces/Unit
1.2 Spaces/Unit

173 Spaces
24 Spaces
197 Spaces

8%
0%
7%

85%

100%

100% Affordable

30 Units 30%
70 Units 70%
0 Units 0%
0 Units 0%
100 Units 100%

0.0 Spaces/Unit
1.2 Spaces/Unit

0 Spaces
122 Spaces
122 Spaces



Addressing the Housing\ffordability Crisis in Saiiego and Beyond

ACTION STEP #2
INCENTIVIZE MORE 80/20 DEVELOPMENTS

TABLE 1B

ESTIMATED DEVELOPMIENT COSTS
HOUSING AFFORDABILITY STUDY
SAN DIEGO HOUSING COMMISSION

100% Market 80% Market / 20% Affordable
Totals Per Unit Comments Totals Per Unit Comments
. Direct Costs (1)
Off-Site Improvements $174,000 $1,740 $3 Per SF Site $174,000 $1,740 $3 Per SF Site
On-Site Improvements $871,000 58,710 515 Per SF Site $871,000 58,710 $15 Per SF Site
Parking $4,500,000 $45,000 $30,000 Per Space $4,333,000 543,330 530,000 Per Space
sShell Construction - Residential $14,630,000 $146,300 $140 Per SF GBA $14,630,000  $146,300 €140 Per SF GBA
FF&E/Amenitias $150,000 51,500 Allowance 5150,000 51,300 Allowance
Contingency $1,016,000 $10,160 5.0% of Directs $1,008,000 $10,080 5.0% of Directs
Total Direct Costs 421,341,000 $213,410 $204 Per SF GBA £21,166,000  $211,660 £203 Per SF GBA
Il.  Indirect Costs
Architecture & Engineering 51,280,000  $12,800 6.0% of Directs $1,270,000 512,700 6.0% of Directs
Permits & Fees $3,000,000  $30,000 $29 Per SF GBA $3,000,000 $30,000 $29 Per SFGBA
Inclusionary Housing Fee $994,000 59,940 59.51 Per SF GBA 50 50 S0 Per SFGBA
Legal & Accounting $213,000  $2,130 1.0% of Directs $212,000 $2,120 1.0% of Directs
Taxes & Insurance $213,000 $2,130 1.0% of Directs $212,000 $2,120 1.0% of Directs
Developer Fee - Market Rate $854,000 58,540 4,0% of Directs $677,000 56,770 3.2% of Directs
Developer Fee - Affordable S0 50 $652,000 56,520 3.1% of Directs
Marketing/Lease-Up $150,000 51,500 Allowance 5150,000 51,300 Allowance
Contingency $201,000 $2,010 3.0% of Indirects $185,000 51,850 3.0% of Indirects
Total Indirect Costs 46,905,000 369,050 32.4% of Directs $6,358,000 463,580 30.0% of Directs
.  Financing Costs (z) $1,601,000 $15,010 7.5% of Directs $1,587,000 515,870 7.5% of Directs
|I\.f. Total Development Costs excluding Land $20,847,000 $208,470 $286 Per 5F GBA 520,111,000 201,110 5279 Per SF GBA ‘
V. Add: Acquistion Costs 52,904,000 $29,040 S50 /SF Site Area $2,904,000 529,040 S50 /SF Site Area
|v|. Total Development Costs with Land $32,751,000 $327,510 $313 Per SF GBA $32,015,000  $320,150 $306 Per SF GBA ‘

(1) Excludes the payment of prevailing wages
(2] Assumes tax-exempt bond financing rate and terms are competitive with conventional market financing.
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ACTION STEP #2
INCENTIVIZE MORE 80/20 DEVELOPMENTS

TABLE 1C
ESTIMATE OF NET OPERATING INCOME

HOUSING AFFORDABILITY STUDY
SAN DIEGO HOUSING COMMISSION

100% Market Rate 80% Market Rate / 20% Affordable
I.  Gross Scheduled Income (GSI) Unit Size Units S/SF $/Month Annual Units S/SF $/Maonth Annual
A. One Bedroom
50% AMI 700 SF - - - - 7 $1.01 5706 $59,000
60% AMI 700 SF - - - - - - - 40
820% AMI 700 SF - - - - - - - s0
Market F00 5F 35 52.87 52,009 843,800 25 52.87 2,005 $675,000
Subtotal 700 SF 35 52.87 $2,009 $843,800 35 $2.50 §1,748 $734,000
B. Two Badroom
50% AMI 900 SF - - - - 7 50.24 5843 571,000
60% AMI 00 SF - - - - - - - 40
80% AMI 900 SF - - - - - - - $0
Market 900 SF 36 $2.67 $2,406 $1,039,600 29 $2.67 $2,406 $837,000
Subtotal 00 SF 36 $2.67 $2,406 $1,039,600 36 $2.34 $2,102 $908,000
C. Three Bedroom
50% AMI 1,100 SF - - - - 6 $0.88 $972 $70,000
£0% AMI 1,100 SF - - - - - - - 40
20% AMI 1,100 SF - - - - - - - S0
Market 1,100 5F 23 52.42 52,662 5526,400 23 5242 52,662 5735,000
Subtotal 1,100 SF 29 $2.42 $2,662 $926,400 29 $2.10 $2,313 $805,000
D. Total/Average 888 SF 100 $2.64 $2,342 $2,809,800 100 $2.30 $2,039 $2,447,000
Add: Other Income - Market Rate $50 JUnit/Month $60,000 $50 fUnit/Month 548,000
Add: Other Income - Affordable S0 fUnit/Month 50 $15 /Unit/Month 54,000
Total Gross Scheduled Income (G3I) $2,869,800 $2,459,000
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ACTION STEP #2
INCENTIVIZE MORE 80/20 DEVELOPMENTS

TABLE 1C
ESTIMATE OF NET OPERATING INCOME

HOUSING AFFORDABILITY STUDY
SAN DIEGO HOUSING COMMISSION

80% Mark.et Il.ate_f' 20% Affordable 100% Affordable
with Density Bonus

. Gross Scheduled Income (GSI) Unit Size Units S/SF $/Month Annual Units 5/5F 5/Month Annual
A. One Bedroom
50% AMI 700 5F 4 51.08 5757 536,000 10 51.01 5706 585,000
0% AMI 700 SF - 50.00 50 50 25 51.23 5858 §257,000
20% AMI 700 SF 3 51.78 51,243 545,000 - 51.78 51,243 50
Market 700 SF 40 $2.87 $2,009 $964,000 4] $2.87 52,009 50
Subtotal 700 SF a7 52.65 51,853 51,045,000 35 51.16 5814 $342,000
B. Two Bedroom
50% AMI 900 SF 4 50.94 5843 540,000 11 50.94 5843 §111,000
B60% AMI 900 SF - 50.00 50 S0 25 5114 §1,025 $308,000
20% AMI 900 SF 3 51.55 51,351 $50,000 - 51.55 51,391 50
Market 900 SF a1 52.67 52,406 $1,184,000 0 $2.67 $2,406 S0
Subtotal 900 SF 48 52.46 52,212 51,274,000 36 51.08 5570 5419,000
C. Three Bedroom
50% AMI 1,100 SF 3 $0.85 $932 $34,000 g $0.88 4972 $105,000
60% AMI 1,100 SF - 50.00 50 30 20 51.07 51,182 5284,000
80% AMI 1,100 SF 3 §1.40 $1,539 $55,000 - $1.40 $1,539 50
Market 1,100 SF 34 52,42 52,662 51,086,000 o 52,42 52,662 50
Subtotal 1,100 SF 40 §2.23 §2,448 51,175,000 29 $1.02 §1,118 $389,000
D. Total/Average 888 SF 135 52,42 52,157 53,494,000 100 51.08 5958 51,150,000
Add: Other Income - Market Rate $50 fUnit/Month $69,000 $50 JUnit/Month S0
Add: Other Income - Affordable 515 /Unit/Month 54,000 515 /Unit/Month 518,000
Total Gross Scheduled Income (G5I) 53,567,000 51,168,000
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http://ceqaworkinggroup.com/wpcontent/uploads/2013/09/FinalHusing-Report.pdf












http://www.dof.ca.gov/research/demographic/reports/estimates/e-5/2011-20/view.php



http://www.fanniemae.com/
http://www.freddiemac.com/



http://www.sandag.org/uploads/publicationid/publicationid_1928_18891.pdf










