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GROW THE SAN DIEGO WAY

On Wednesday, July 25th, the Board of Supervisors ignored their own policy requiring
development projects include an affordable housing element whenever a major change in
zoning (a General Plan Amendment) is requested. This was the first of the hearings to use a
controversial tactic known as GPA bundling to approve multiple general plan amendments
at one time rather than one at a time as is usually the case with large controversial
projects. They did this in order to rush through 8 projects this year, more than the four
allowed by state law. Bundling effectively limits public input by increasing the burden on
the public to participate in hearings, particularly public input by increasing the burden on
the public to participate in hearings, particularly controversial ones where the public is
concerned about their safety and well-being. And, importantly, they shirked their duty that

would have helped alleviate our housing crisis and instead, they are actually contributing
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to higher housing costs in the region. A months later, they approved a fifth project,

Newland Sierra.
Affordable housing is required.

The County of San Diego’s General Plan (GP) includes several policies that are intended to
increase the production of affordable housing. The goals and policies component of the GP
Housing Element identifies “Affordable Housing through General Plan Amendments” as a
policy to meet the range of housing needs for County residents. The policy (H-1.9) requires
that developers provide an affordable housing component whenever a large scale residential

project is proposed as a GPA.

H2.2 Affordable Housing through General Plan Amendments: Require
developers to provide an affordable housing component when requesting a
General Plan amendment for a large scale residential project when this
is legally permissible. (San Diego County General Plan, A plan for
Growth, Conservation and Sustainability), Adopted 8/2011) P6-13

In the City of San Diego, developers are automatically required to include affordable housing
where upwards of 20% of the units are deed-restricted to be affordable to the moderate, low
or very low income households (or they can pay an in-lieu fee). This means that these
housing prices would be pegged to be a percentage of the median income for the area. The
county General Plan, likewise, requires an affordable element. But the Supervisors are

choosing to ignore it, at their peril.

Missed opportunity

On July 25th, when the supervisors voted to approve the three bundled projects (3500+
homes), they should have required 20% of the housing be set aside as housing for moderate
income households, which would have yielded 700 more houses to County inventory that a

median income household could afford. Instead they green-lit 3500 market rate homes that
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would effectively increase the average cost of housing in San Diego County. Grow the San
Diego Way presented a compelling presentation showing that the houses being proposed
would, in fact, increase the cost of housing and not address the main issue we are facing,
namely that the median area income households cannot afford to live here. They had an
opportunity to do something about the housing affordability crisis and purposefully chose
not to do anything. Likewise, on September 26, when they approved Newland Sierra’s 2,100

homes, they could have required 420 affordable units, but they chose not to.

What’s the big deal?

The Board of Supervisors is tasked with approving large-scale changes to the general plan
(known as General Plan Amendments), which are often controversial because they set aside
the recently approved general plan (which is a consensus-based “constitution” for land use
that the County spent $18 million and 13 years developing). The GP was approved only a few
years ago. To justify a GPA, there is a high threshold, namely that the change is “in the public

interest” and that it is not “detrimental to public safety or welfare.”

Any proposed amendment will be reviewed to ensure that the change is in
the public interest and would not be detrimental to public health,
safety, and welfare.” (San Diego County General Plan, A plan for
Growth, Conservation and Sustainability), Adopted August 2011) P1-15

The two projects located in Harmony Grove—Harmony Grove Village South and Valiano—
were proposed by developers and their out-of-town investors who speculated on cheap land
knowing that it was not zoned for the type of intensive uses that they had in mind. This area
of North County, located in a rural valley surrounded by thousands of acres of permanently
preserved open space chaparral and coastal sage scrub habitat, has had significant wildfires

on average every two years or so since the eighties, including, most recently, Coco’s Fire
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which destroyed 40 structures. For this reason, the General Plan specifically zoned it for
lower density because the two lane road serving the valley cannot accommodate the kind of
evacuation traffic that higher density housing would bring. The General Plan of San Diego

policy LU-6.11 specifically mentions protection from wildfire:

LU-6.11 Protection from Wildfires and Unmitigable Hazards. Assign land
uses and densities in a manner that minimizes development in extreme,
very high and high fire threat areas or other unmitigable hazardous
areas.(San Diego County General Plan, A plan for Growth, Conservation
and Sustainability), Adopted August 2011) P3-26

Despite the clear danger of placing more density in this valley, the developers pushed
forward knowing that the Supervisors, who are the ultimate arbiters of zoning changes,
would rubber stamp any project under the guise of “we need more housing.” In order to do
so, they would need to show a) a justification that it is in the public interest and b) that it

would not be detrimental to public health, safety or welfare.

The second point was addressed very succinctly by the community and in this white paper,
written by contributor and Harmony Grove resident, Erin Dummer. In it, she puts forth the
clearest arguments possible for why Harmony Grove Village South (and Valiano) are clearly
detrimental to public safety and welfare. Forthcoming lawsuits will have the courts likely
siding with the community in the “very high fire hazard severity” zone as they have done

recently, elsewhere in the state.

The real question is, is it in the public interest? The developers argue that the
housing crisis dictates we should set aside the pesky general plan to address the shortage we

are facing.



https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
http://www.growthesandiegoway.com
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
http://www.growthesandiegoway.com
http://www.growthesandiegoway.com/How%20San%20Diego%20is%20waiving%20fire%20code/

grow the
san diego way

www.growthesandiegoway.com

The nature of the housing crisis: it is a shortage in
the moderate and low end.

If we have a crisis, then we should understand it fully and determine what, empirically, can
we do to address it. According the latest Regional Housing Needs Assessment (RHNA) mid-
cycle report, we are producing only half as much housing as we should be producing. In fact,
for the past several 10 year cycles, we have not produced enough housing to meet the
regional need. However, what this clear fact obscures is that the type of housing we are short
on is specifically in the “moderate income” and lower bracket. In the County of San Diego,
the RHNA reports have consistently shown that we are over-delivering “above moderate”
housing (e.g. high end homes and condos) to the detriment of the moderate and lower
income housing. In the last complete cycle, we delivered 152% of the “above moderate” and
only 20% of the “moderate and lower.” Housing costs continued to climb throughout that

period.
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Figure 1: 4th Housing Element Cycle, RHNA (2003 - 2010)
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In the current cycle, we have fallen even further behind in the “moderate,” “low” and “very
low” categories which are now at 14% of where they should be at this point in the cycle
(Figure 2). It is at that level of the housing market where there is a shortage and thus, the
most competition. What this tells us is, while housing production is not where it needs to be,
the deficit is exclusively in the “moderate income” and lower housing segments and that is

where competition is highest.

moderate

O
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above above
moderate moderate row
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Figure 2: 5th Housing Element Cycle RHNA (2010 - 2016)

This is important because, as you’ll see below, the projects that are being proposed
(specifically, Harmony Grove Village South and Valiano) have average costs that are
$670,000 and $770,000 respectively for the close to 800 homes being proposed, way in

excess of the median house value in the County.
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This imbalance shows up in the local real estate
market with a tighter market on the low end while
the high end softens.

Realtors in North County have already noted that the high end is softening. Looking at the
San Diego housing market overall, most recent figures (June 2018) show that sales have
increased year over year in the higher end; the higher the value, the more the sales have
increased. This means that higher value homes are selling more than they did last year at the
same time (an increase of 7%). Housing sales in the sub-$500K range, on the other hand,
have decreased significantly from last year (dropping 22% from last June). This is due to the
dearth of production of Moderate and Lower income level housing. And, not unsurprisingly,
this is the only housing that the average San Diego resident can actually afford. The only
housing that is being built is high end housing, despite the fact that it is middle and lower
end housing that we desperately need. Figure 3 shows year-over-year sales increases in the
high end and severe declines in the low end. Further reinforcing this point, the time on

market for high end housing is longer (average of 36 days) while, for the lower end housing it
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averages only 29 days. What this points to is a clear softening of the high end and a
tightening on the low end due to the over-supply of the former and under- supply of the

latter.
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And the rental market in San Diego County fares no better. According to MarketPointe
Realty Advisors, a glut of high end rentals is starting to hit the market and the vacancy rate
has hit the highest point since 2014: 4.08%. Average rents have hit close to $1,900 per
month. However, the most telling figure is that for moderate or lower income apartments

($1,200 per month or less), the vacancy rate is about half, at 2% due to lack of supply.

How about similar North County developments?

We can look at specific projects in North County to see how well they’re selling and at what
price points. Since the two GPA projects in Harmony Grove are immediately adjacent to an
existing project in build-out phase (Harmony Grove Village) that is about 40% complete, we

can look to that project for some data on the market for recently-built, high end housing.
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Over the past 12 months, the average sale price for HGV was !
$668,032 (based on MLS data). 56 homes were listed, 22 were ! @
sold. They averaged 2,254 square feet of living space. ! HARMONY GROVE

VILLAGE

Interestingly, these houses spent an average of 42 days on

market which is almost twice as long as other housing in that $ 6 6 8 0 3 2
price range. That means it is taking longer to sell homes in HGV

than in the rest of the County for similarly priced houses. HGV | e J‘P "
was approved in 2007 and broke ground in 2014. They are 2 2
approved for 742 homes. Only about 300 have been sold. As the : listed sold
media and the building industry have focused so intensely on the |

dire nature of our housing crisis, one would think that these
houses should have been sold by now. In fact, the 2,254 sf

developer, Lennar, has lowered prices to entice more sales, :

according to frustrated residents who purchased prior to the

price drop.

It is in this context that developers would like to place close to 10,000 homes of similar size
and design (small lots, clustered) despite clear evidence that this type of housing is not

moving very quickly and is not needed to fulfill our housing need.

Will these projects help our housing affordability
crisis?

The big question the Supervisors need to ask when approving GPA projects is: “are these
projects going to materially improve affordability of housing in San Diego County?” If the
answer is no, then there is effectively no public benefit and no reasonable case to amend the

General Plan. There is especially no reason to put houses in harm’s way, destroy a rural
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community and impact the surrounding area with traffic, fire hazards and other effects that

the General Plan specifically was meant to avoid.

At the various hearings, the developers’ very detailed presentations focused on the housing
need in North County and the proximity to employment that these projects would
supposedly provide. They brought in BIA economists (such as Gary London) who gave a
detailed breakdown of the housing need in North County. The crux of their argument was
that we have a shortage of housing. These projects are close to employment centers and the
cost of housing is driving people to commute from further and further away. Hence, we need
to be building more housing of any and all types. What is most glaring, however, is that
despite the excruciatingly

detailed analysis provided by the North County East Housing

Shortage
BIA’s Gary London and his 2020‘2050A - l.
partner Nathan Moeder, they ou 000 B At <ot Daiaead Vil A i
make absolutely no sesee

reference to housing e

affordability by income 50,000

40000

level. They conveniently avoid

30 000 Actual is below Forecast

any reference to the over-supply 2000

of high end housing and the wose  Wam

o
020 m2s 2830 20138 40 2045 2050

dearth of moderate income or
. .. Presentation to the Planning Commission regarding the regional housing crisis. No

lower hOUSIHg even thOllgh this is reference to housing need by income level. London Moeder Advisors, 2018

how the County, SANDAG and the

State of California measure housing

need. It is the entire basis for the Regional Housing Needs Assessment and they ignore it

completely. This is crucial because in order for the housing market to be healthy we need to

deliver housing at all levels of affordability, not just the high end.
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Ironically, the developers and their BIA H3> T egition
partners send a call out to their
membership base (via Project Green
Light) to show up at the hearings to
give public comments focusing almost
exclusively on the emotional issue of

affordability. That is where they think

» / \ . =
4 N ~
(G2Y)|| DEBRA ROSEN
€/€ [ SAN DIEGO RESIDENT
4 y

Planning Commission hearing, Debra Rosen, who turned out to be the CEO of the San Diego

they can impact the decision-makers

the most. One recent commenter at a

North Chamber of Commerce, a prominent Building Industry Association ally, declared
dramatically, with tears in her eyes, “I lost my daughter at 25 years old,” Rosen said. “And I
lost her to Idaho. It was really hard. When she left, I said to her, ‘I will help you with the
down payment,” and she said, ‘You can give me a down payment but I can’t afford the
mortgage.” And it’s because there’s not enough homes for sale here.” She has given some
variation on that testimony at numerous Board of Supervisor hearings as have the same cast

of characters from Project Green Light.

These comments were clearly intended to counter the rather emotional testimony of
residents whose safety would be jeopardized by these backcountry projects in “very high fire
hazard severity zones” with the very real prospect of entrapment during wildfire evacuations
that these projects do not account for. There were numerous others with similar stories
which echoed the same talking points from the failed Measure B initiative which featured
emotional videos of parents whose children couldn’t afford to live here. Measure B was a
developer-funded initiative that attempted to trick voters into approving a back country
sprawl project under the guise of “affordable housing.” It lost in a County-wide vote, two to
one. Despite being overwhelmingly rejected by voters, that same project, Lilac Hills Ranch, is

likely going in front the Supervisors again in the fall.
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To answer the question of whether the projects will address the housing affordability crisis,
we have to look at two pieces of data which the BIA analysis conveniently ignores. The first,
and most important question, is: “what will the average cost of this housing be and will it be
affordable to area residents.” The answer to that question is a resounding “no.” Neither San
Diego County residents nor North County residents in the I78 Corridor (relatively closer to
these two projects) will be able to afford the average house at either Valiano, HGVS or

Newland Sierra and neither will Ms. Rosen’s daughter.

So how much will these houses cost?

In the case of the two projects in Harmony Grove, Harmony Grove Village South and
Valiano, the developers have not been very transparent about what the houses will sell for.
They have not conducted a market analysis; they have not given ranges or pricing
breakdowns. Newland Sierra did perform a market analysis back in 2015 which is now

woefully out of date but at least gives us some direction.

The developers generally talk in vague terms about the product types and sizes of the
housing they will be providing, yet they continuously claim it will help provide housing for
the local workforce. Fortunately, they do have some marketing materials, a tentative map,
EIR and a parcel by parcel breakdown of lot size and other information from which we can
piece together a reasonable estimation of the average home size and with that, based on local
area comps for newly built homes, we can estimate the average cost of the housing. Newland
actually hired a company to do a market analysis back in 2015 so there is a little more insight

into housing costs there.
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VALIANO MARKET ANALYSIS

Nelghborhood 1a Nelghborhood 1b Nelghborhood 2 Nelghborhood 3 Neighborhood 4 Nelghborhood 5

SFH Detached Condos SFH sFH SFR SFR
2,350 - 2,750sf 1800 - 2100sf 3600 - 4000sf 3800 - 4200sf 3200 - 3600 4100 - 4600
45 units 51 units 58 units 41 units 76 units 55 units
2,550 sf 1,950 sf 3,800 sf 4,000 sf 3,400 sf 4,350 sf
45 51 58 41 76 55

According to the developer’s presentation, the Valiano project features 326 units ranging in
size from 1,800 square feet to 4,600 square feet. The majority of the units are above 3,000
square feet. Based on the existing sales of Harmony Grove Village, these home will likely
fetch in the $770K range. Needless to say, this will not be affordable to the median family
household income of San Diego county ($82K) nor the local area ($62K per year in the 178
North County market area). A family of four would need to earn $191,000 a year to afford
this type of housing with 5% down, HOA fees (average of $300 in SD County) and Mello
Roos which will likely come in at $500 per month. Effectively, they are creating housing that
only higher income people will be able to afford. The “local workers” that the developers
suggest will be served by this much-needed housing will still have to commute to Riverside if
they want housing that they can afford (or they’ll need to triple their income. So,
consequently, it will not be affordable to most and therefore does not provide the public

benefit they are saying it will provide.

VALIANO - INTEGRAL

| 326 units 3,363 <

$191, 000

income required

average sale price
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HARMONY GROVE VILLAGE SOUTH MARKET ANALYSIS

SFH SFH SFH MFH MFH
1800-2800 2000-3000SFH 1500-2500 SF 1000-2500 800-2000
2,300 sf 2,500 sf 2,000 sf 1,823 sf 1,991 sf

56 units 65 units 72 units 120 units 140 units

The Harmony Grove Village South project features 453 units across five housing products
ranging in size from 800 square feet to 3,000 square feet, with the majority being above
2,100 square feet. Again, using the existing sales at Harmony Grove Village, these homes will
conservatively fetch in the $670K range. The pricing model underestimates cost per square
foot so the housing costs will likely be higher. Needless to say, this will not be affordable to
the median family household income of San Diego county ($82K) nor the local area ($62K
per year in the I78 North County market area). You would need to make $171,000 per year to
afford this type of housing, if you include the HOA fees (average of $300 in SD County) and
Mello Roos which will likely come in at $500 per month range, which is what HG Village
residents are paying. Even the handful of studios they are offering in this project will be
unaffordable to the median income. Given that the median home value countywide is
$575,000, this project will actually increase the average cost of housing in the area as it will

be about $100K higher than the median priced home.

HARMONY GROVE VILLAGE
SOUTH

453 units 2,103« = $170, 000

income required

average sale price
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Newland Sierra’s market analysis, conducted in 2015 by MarketPointe Advisors spelled it
out: the average Newland Sierra home will cost $548,000 and will generate about $1.2
Billion in home sales. However, this does not take into account the fact that the market has
increased by almost 21% since 2015. So in actuality, the average cost for a Newland Sierra

unit would be around $663,000 which is in line with the other projects.

NEWLAND SIERRA

2,135 units 2,025 «

$170, 000

income required

average sale price (2018)

But, high end housing will free up lower end housing
for the poor, right?

One theory that has been floated out there by various BIA-sponsored economists and
parroted uncritically by the media is that if you build more high end homes, then the
wealthier home buyers won’t “slum it” in the low end because there’ll be plenty of high end
housing to choose from. Conveniently ignored in this assumption is that there is virtually no
data supporting this. And they dismiss any mechanisms that might make housing more
affordable on the low end (e.g. subsidies, inclusionary requirements, public housing, land

trusts or other interventions).

The market will provide and don’t even think about other potential tools to help increase
affordability. Building a glut of high end housing will somehow magically provide the
massive amounts of moderate and lower income housing that we desperately need. Looking

to the building industry for solutions to the housing crisis is like looking to the fox for
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“If you deny 2,000 high-income families the new housing they want,
guess what, they are going to go down the street and outbid your
cherished working-class family and take their housing units,” [Beacon
Economics’ Thornberg said] said. “You can’t win by not building at the
high end.” (Special report: Can we build our way out of the housing
crisis?), SD Union Tribune, 12/4/2017

solutions on how best to guard the henhouse. The industry’s overall profitability is directly
linked to the high cost of housing so they have no incentive to “build our way to

affordability.”

“we’re not going to be able to subsidize our way out of it,” said Matt
Adams, vice president of the San Diego County Building Industry
Association. “We’ve got to build our way out of it.”(Special report:
Can we build our way out of the housing crisis?), SD Union Tribune,
12/4/2017

What evidence is there?

Earlier this year, economists at the Federal Reserve Bank developed an econometric model
to try to answer the question of whether more high end housing would lower housing prices.
The Fed had to create a simulation model because there is no data that answers that
question; “there are no direct estimates of the rent elasticity with respect to new housing
supply in the literature.” Their findings? A 5% increase in supply of high end housing had a
statistically insignificant impact on housing costs (.05%). In other words, building 75,000
more houses in San Diego County would only lower prices by .05% which is basically a
rounding error. The Fed, hardly an “anti-growth” entity here is arguing that supply has a
marginal impact if any on housing costs. That is because the cost of housing has more to do
with the amenities (desirability) and location than it has to do with the supply. Sure supply is
important, but it is supply on all affordability levels not just the high end and ultimately,
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there are always people willing to pay more to live in a nicer area. Particularly in San Diego

and other coastal areas of California, the desirability of living here is extremely high.

Another analysis of the rental market going back 30 years, conducted by the Federal Reserve
Bank of New York, showed that rent inflation is highest in the lower income categories
compared to the upper income categories. This means that the higher average rents we are
seeing nationwide are being driven more by inflation of the lower income rentals which is
likely due to the reduced supply of that type of housing and excess in the upper end. The
Washington Post recently published a piece focusing on how all the high end housing being
built has had the effect of reducing the cost of housing for the high end houses and

apartments, but the low end continues to become more expensive.

And looking at hot markets similar to San Diego that have over-produced, like Vancouver,
BC, over-production doesn’t seem to have had the intended effect of reducing prices. While
their population has grown 9 percent over the past decade, their housing growth has been 12

percent and yet they continue to see price increases across the board.

Clearly a combination of market-rate and subsidized housing are needed, but the BIA and its
mouthpieces are doubling down on the market-rate portion of this equation while
minimizing the other part of the equation. The displacement that is occurring of low income
households is exacerbated by market-rate housing in the absence of any moderate or lower

income housing production. Research by the Institute of Governmental study shows that

This means that interventions to assist low income people to be able to afford housing are

twice as effective as building high end, market-rate housing.
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“through our analysis, we found that both market-rate and subsidized
housing development can reduce displacement pressures, but subsidized
housing is twice as effective as market-rate development at the regional
level”(Housing Production, Filtering and Displacement: Untangling the
Relationships), Institute of Governmental Studies, 6/2016

But, won’t the high end homes filter down to the
lower income people as they age?

Filtering is another popular term in the BIA literature. Filtering is the phenomenon that, as
housing ages, it loses value so the luxury housing of today will eventually become housing for
the less well off of tomorrow. The biggest problem with filtering is that the process is so slow
that it is outpaced by job and population growth and would not begin having an impact until
after several decades. A study by the prestigious American Economic Review show that for
owner-occupied housing, homes lose their value at the rate of .05% per year which means
these homes will take decades to become affordable if they don’t deteriorate beyond viability

before that.

Real annual filtering rates are faster for rental housing (2.5 percent)
than owner-occupied (@.5 percent), vary inversely with the income
elasticity of demand and house price inflation, and are sensitive to
tenure transitions as homes age. (Are Private Markets and Filtering a
Viable Source of Low-Income Housing?), American Economic Review, 2/2014

So what should we do?

The building industry would like us to believe that to solve the housing (affordability) crisis,
we need to simply build more and more market-rate housing. While, clearly more housing is

needed, the building industry desperately wants us to believe that building market-rate,
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unsubsidized housing will solve the problem. Of course, it is the high cost of housing that
drives industry profit so it would be highly unusual for an industry to be promoting
something that is clearly not in its best interest. When housing prices rise, industry profits
rise. When they fall, industry profits fall. Just look at Lennar’s stock prices and they’ve
tracked almost to the month, housing prices for the pasts 18 years. So, we should take their

prescriptions at face value.

For almost 2 decades, we have

only met about 17% of the need B
for moderate income or lower
income housing while we have
over-delivered on “above
moderate” housing

consistently. The logical

conclusion would be that we *

need more moderate and lower
income housing not more
“above moderate” (high end housing) that we are proposing. The building industry is on
record opposing virtually any mechanism that might introduce more moderate or lower
income housing with the veiled threat that it will drive developers to stop building. They

oppose it because it is against their interests, not out of altruism.

What needs to happen is our Board of Supervisors needs to stop approving sprawl projects
that destroy the quality of life, environment, put people in harm’s way and importantly
actually contribute to the high cost of housing in the region. They should encourage infill
projects, near transit, near jobs and away from fire danger. They and the compliant media
need to stop letting the Building Industry dictate the conversation and look at ALL ways to
address the problem using a combination of market-rate production, incentives, subsidized

housing, rent stabilization and land grant programs.
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In the next few months we’ll be exploring ideas that could help address our housing situation

such as:

- Rent Control / Rent Stabilization: The repeal of Costa Hawkins is on the November
ballot which will allow cities to implement new policies on rent control (which can be
incentivized, opt-in programs or a variety of other possibilities). The Building Industry

and landlord organizations are strongly against this.

- Inclusionary Housing Ordinances: The city of San Diego and numerous
jurisdictions require developers include a certain percentage of affordable housing in
projects they propose, usually in the 10% to 20% range or pay in lieu fees into a housing
fund. The Building Industry opposes the former because they say it disincentivizes

building.

- Foreign, non-resident investor tax: This has proven to relieve housing pressure in
markets like Vancouver, BC and Hong Kong where non-resident investors buy housing
and keep it vacant thus restricting supply further. They also tend to pay above market

value (in cash) which drives up the cost of housing even more.

- Land Trust Programs: Foundations own the land but give moderate or lower income
households an opportunity to rent or own the house itself at lower rates. Helps ensure the

housing itself remains affordable. Can be funded by private or public funding sources.

- Workforce Housing Policies: Programs like HUD’s Good Neighbor Next Door
program provide discounts for specific classes of public sector workers (teachers, law
enforcement, firefighters) and offers them a significant discount (50% of list price in
some cases) to buy market rate housing. Some jurisdictions, such as Santa Cruz, CA offer

other programs to ensure the necessary workers are not priced out of the market.
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- Public Housing: By removing the profit motive and the utilization of existing land
owned by the County as well as other jurisdictions, the cost per unit could go down
considerably. Vienna and many other successful cities worldwide use public housing as a
way to fulfill a housing need and it does not necessarily need to be subsidized by taxpayer
money. Cabrini Green notwithstanding, there is potential that should at least be looked at

objectively.

CENIEITTO

In Summary

- Affordability is required: Most jurisdictions require developers to include affordable
housing in large development projects to the tune of up to 20% of the total in deed

restricted units.

- The County GP requires it: The County of San Diego requires it in their General Plan
of San Diego for any large GPA project.

«  Our shortage is of moderate and lower income housing. The shortage of housing
we have is EXCLUSIVELY in the lower end. We'’re at 14% of where we need to be at this

moment though we are over-delivering high end housing.

« Supervisors have chosen to do nothing: The County Board of Supervisors chose not
to exercise their right to require developers to include moderate income or lower housing
in the three recently-approved General Plan Amendments that totaled upwards of 3,500

market rate homes.
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The supply and sale of lower priced housing has declined significantly. The
market for lower priced housing ($500K or less) has tightened significantly in the past 12

months, while sales for higher priced housing is increasing.

The North County GPAs are contributing to the problem. The average cost of the
housing being proposed will be $100K and $200K higher than the median home in San
Diego County. It will be affordable to a very small segment of our population who make
$160K or more per year. This makes the problem worse by making housing even less
affordable.

There is no evidence that building high end (market rate) housing will
increase affordability. In fact, prestigious economists from the Federal Reserve have

provided evidence that it will not.

Filtering is not a viable option for providing housing aimed at moderate
income and lower households. The rate of decline is so slow that it could take up to
50 years for housing to age to affordability if at all. The high desirability of certain areas
virtually guarantees that aging stock will still be in high demand.

We need a combination of market rate housing, subsidized programs and
other tools in order to address the region wide issue. The mantra of “build anywhere and
everywhere at all costs” is actually making the affordability problem worse while also
providing an excuse to set aside smart principles planning that enable reasonable but

sustainable practices.

The Building Industry does not have a vested interest in making housing
more affordable as it is counter to their business model. Letting the Building Industry
dictate the solution to the housing crisis—something our decision-makers and the

compliant media continue to do—is akin to letting the meat industry be in charge of our
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health policy. We should partner with the building industry, but we should also look

outside their prescriptions to help solve our housing problems.

Notes

(1) San Diego County General Plan, A plan for Growth, Conservation and Sustainability,
Adopted August 2011) P6-13.

(2) City of San Diego Inclusionary Housing Ordinance

(3) County of San Diego, Harmony Grove Village South project documents, PDS2015-
GPA-15-002, PDS2015-SP-15-002, PDS2015-REZ-15-003, PDS2018-TM-5626,
PDS2015-MUP-15-008, PDS2015-ER-15-08-006

(4) County of San Diego, Valiano project documents, PDS2013-SP-13-001, PDS2013-
GPA-13-001, PDS2013-REZ-13-001, PDS2013-TM-5575, PDS2014-MUP-14-019,
PDS2013-STP-13-003, PDS2013-ER-13-08-0

(5) Dummer, E. How San Diego is waiving fire code in one of the county’s riskiest wildfire

areas to upzone large developments, GrowtheSanDiegoWay.com, August 5, 2018

(6) SANDAG Regional Housing Needs Assessment, Regional Progress Report, July 31,

2012

(7) San Diego median home price hits its highest ever: $575K, San Diego Union Tribune,
July 24, 2018

(8) Molnar, P. San Diego average rent up to $1,887, breaking record. Will it last? San
Diego Union Tribune, April 3, 2018

(9) Housing Supply Overview, San Diego Association of Realtors, July 2
(10) San Diego North Chamber of Commerce website, staff

(11) St. John, A. San Diego County Fast-Tracks Waivers To General Plan For New Housing,
KPBS, July 24



http://www.growthesandiegoway.com
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
https://www.sandiegocounty.gov/content/dam/sdc/pds/gpupdate/docs/GP/Cover_Intro_Vision.pdf
https://www.sandiego.gov/sites/default/files/dsdib532.pdf
https://www.sandiegocounty.gov/content/sdc/pds/Current_Projects/hgvs.html
https://www.sandiegocounty.gov/content/sdc/pds/Current_Projects/valiano.html
https://www.sandiegocounty.gov/content/sdc/pds/Current_Projects/valiano.html?utm_source=E-ALERT&utm_campaign=04d2cf6914-E-ALERT%3A+Valiano+Letter+Writing+Deadline+Near&utm_medium=email&utm_term=0_09b277cdc0-04d2cf6914-63771573
http://culturals-macbook-pro.local:14444/page/29DABE4F-5FCB-41AA-994C-714C6D135F9D/?E0CC2DC1-683A-4355-8022-C7A0072AEA54
http://culturals-macbook-pro.local:14444/page/29DABE4F-5FCB-41AA-994C-714C6D135F9D/?E0CC2DC1-683A-4355-8022-C7A0072AEA54
http://culturals-macbook-pro.local:14444/page/29DABE4F-5FCB-41AA-994C-714C6D135F9D/?E0CC2DC1-683A-4355-8022-C7A0072AEA54
https://www.sandag.org/uploads/publicationid/publicationid_1689_14836.pdf
http://www.sandiegouniontribune.com/business/real-estate/sd-fi-corelogic-home-20180724-story.html
http://www.sandiegouniontribune.com/business/real-estate/sd-fi-corelogic-home-20180724-story.html
http://www.sandiegouniontribune.com/business/real-estate/sd-fi-rent-vacancy-20180403-story.html
http://culturals-macbook-pro.local:14444/page/3011C9C4-97FF-4EDC-B754-162D63486E7E/sdar.stats.10kresearch.com/docs/hso/x/report?src=map
https://sdbusinesschamber.com/about-us/staff/
https://www.kpbs.org/news/2018/jul/24/sd-county-fast-tracks-waivers-community-plan-allow/
http://www.growthesandiegoway.com

grow the

san diego way

www.growthesandiegoway.com

NORTH COUNTY GPA PROJECTS AND HOUSING AFFORDABILITY

(12)

(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

Jones, H. Lilac Hills project, rejected by voters, resurfaces with density unchanged,

San Diego Union Tribune 2/22/18

Showley, R. and Molnar, P. Special report: Can we build our way out of the housing

crisis?, San Diego Union Tribune, 12/4/2017

Anenberg, E., Kung, E. Can More Housing Supply Solve the Affordability Crisis?
Evidence from a Neighborhood Choice Model, Washington: Board of Governors of the
Federal Reserve System; https://doi.org/10.17016/FEDS.2018.035

McCarthy, Peach, Ploenzke, The Measurement of Rent Inflation, The Federal Reserve
Bank of New York, Staff Report No. 425

Stein, J. In expensive cities, rents fall for the rich — but rise for the poor. Washington
Post, August 6, 2018

Dougherty, C. In Vancouver, a Housing Frenzy That Even Owners Want to End, New

York Times, June 2, 2018

Zuk, M., & Chapple, K. (2016). Housing Production, Filtering and Displacement:
Untangling the Relationships. UC Berkeley: Institute of Governmental Studies.

Rosenthal, Stuart S. (2014). "Are Private Markets and Filtering a Viable Source of Low-
Income Housing? Estimates from a "Repeat Income" Model." American Economic

Review, 104 (2): 687-706

Chiland, E. Costa Hawkins, California’s rent control law, explained, Curbed Los

Angeles, August 7, 2018

San Diego Housing Commission website. Inclusionary Housing. Retrieved August 12,

2018

Vieira, P. British Columbia cracks down on foreign homebuyers, MarketWatch.com,
February 20, 2018

Kendall, M. A home you can afford: How land trusts are changing Bay Area home

ownership, East Bay Times, July 30, 2018



http://www.growthesandiegoway.com
http://www.growthesandiegoway.com
http://www.sandiegouniontribune.com/communities/north-county/sd-no-lilac-hills-20180221-story.html
http://www.sandiegouniontribune.com/business/real-estate/sd-fi-housing-crisis-solutions-20171203-story.html
http://www.sandiegouniontribune.com/business/real-estate/sd-fi-housing-crisis-solutions-20171203-story.html
https://www.federalreserve.gov/econres/feds/files/2018035pap.pdf
https://www.federalreserve.gov/econres/feds/files/2018035pap.pdf
https://www.federalreserve.gov/econres/feds/files/2018035pap.pdf
https://doi.org/10.17016/FEDS.2018.035
https://www.newyorkfed.org/medialibrary/media/research/staff_reports/sr425.pdf?la=en
https://www.washingtonpost.com/business/economy/in-expensive-cities-rents-fall-for-the-rich--but-rise-for-the-poor/2018/08/05/a16e5962-96a4-11e8-80e1-00e80e1fdf43_story.html?utm_term=.2a6c8f2931f3
https://www.nytimes.com/2018/06/02/business/economy/vancouver-housing.html?hp&action=click&pgtype=Homepage&clickSource=story-heading&module=second-column-region&region=top-news&WT.nav=top-news
https://escholarship.org/uc/item/7bx938fx
https://escholarship.org/uc/item/7bx938fx
https://www.aeaweb.org/articles?id=10.1257/aer.104.2.687
https://www.aeaweb.org/articles?id=10.1257/aer.104.2.687
https://www.aeaweb.org/articles?id=10.1257/aer.104.2.687
https://la.curbed.com/2018/1/12/16883276/rent-control-california-costa-hawkins-explained
https://www.sdhc.org/doing-business-with-us/developers/inclusionary-housing/
https://www.marketwatch.com/story/british-columbia-cracks-down-on-foreign-homebuyers-2018-02-20
https://www.eastbaytimes.com/2018/07/30/a-home-you-can-afford-how-land-trusts-are-changing-bay-area-home-ownership/
https://www.eastbaytimes.com/2018/07/30/a-home-you-can-afford-how-land-trusts-are-changing-bay-area-home-ownership/

grow the

san diego way

www.growthesandiegoway.com

NORTH COUNTY GPA PROJECTS AND HOUSING AFFORDABILITY

(24) Housing and Urban Development website: Good Neighbor Next Door, Retrieved
August 12, 2018

(25) PD&R Edge online magazine, Vienna’s Unique Social Housing Program, Retrieved

August 12, 2018



http://www.growthesandiegoway.com
http://www.growthesandiegoway.com
https://www.hud.gov/program_offices/housing/sfh/reo/goodn/gnndabot
https://www.huduser.gov/portal/pdredge/pdr_edge_featd_article_011314.html

