California's Housing Future:

. Challenges and Opportunities
Public Draft

California’s Housing
~uture:
Challenges and
Opportunities

The Draft Statewide
Housing Assessment
2025 #




Production Not Keeping Pace With Projected Need
180,000 new homes needed annually

Annual New Housing Permits 1955-2015
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350,000
[ 1955-1989 ]
300,000 L Average 205,000 )

250,000

200,000

2006-2015
Average

150,000

100,000

50,000

Source: Construction Industry Research Board/California Homebuilding Foundation Reports 2005, 2013, 2015; Graphic by HCD
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Nearly A Third of CA Renters are Paying
More Than Half Their Income to Rent

Total Renter
% Severely Rent

Households % Rent Burdened

(million) Burdened
Extremely Low-Income 1.27 90%
Very Low-Income 95 87% 51%
Low Income 1.11 65% 18%
All Lower-Income Renter
Households (80% AMI and below) | 3.33 81% 51%
Subtotal of above
Moderate-Income 1.03 35% 4%
Above Moderate-Income 1.54 8%

All Renter Households Total 5.9 54%

Source: 2016 National Low Income Housing Coalition tabulations of 2014 American Community Survey Public Use Microdata Sample (PUMS) housing file.
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Production Falls Short in Every Region

Projected Need vs. Production:
4th RHNA Cycle 2003-2014

Scale =
800,000

4th Cycle RHNA

Projection Period

2003 - 2014 )

I Fiznned Growth Not Built

| Single Family/Mobile Homes

" Multifamily (Market Rate)

B muttitamily (TCAC)

Sources: HCD Regional Housing Needs Allocations; DOF ES Population and Housing Estimates for Cities,
Counties, and the State; EB Historical Population and Housing Estimates for Cities, Counties, and the
State; TCAC Mapped Projects
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Job Availability

Counties with High Job Availability
Experienced Lower Housing Production

4th Cycle Production

Jobs Per 1000 Population
by County
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Sources: Population: U.S. Census Bureau, Population Division, 2015 Population Estimates. Labor Force Estimates: State of
California Employment Development Department 2015 Labor Force by County, note counties with labor forces under
10,000 were excluded from the map. Housing Unit Change: DOF E5 Population and Housing Estimates for Cities, Counties,
and the State; E8 Historical Population and Housing Estimates for Cities, Counties, and the State.
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Housing and Transportation Cost Burdens
Throughout California
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" Potential Options to Address California’s
Housing Challenges

Reform Land Use
Policies

Address Housing and Invest in Affordable

Access Needs for ” Homes and Community

Vulnerable Populations Development
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Public Outreach

60 Day Public Comment Period

— Received 60 comment letters

 Completed Six Public Workshops:

San Diego 1/23 Fresno 1/30 Los Angeles 2/3

Sacramento 2/6 Oakland 2/17 Redding 2/24

* Final Statewide Housing Assessment Expected:
Summer 2017

Please visit www.hcd.ca.gov/statewide-housing-
assessment for more information.
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http://www.hcd.ca.gov/statewide-housing-assessment

®%) Improved Data Collection, Summaries,
= and Analysis

e Outcomes linked to properties and

households, not just awards

 Incomes served

« Populations served (Special Needs,
Vulnerable Populations)

e True human impact (Health, Education,
Economic Mobility, Job Access, etc.)

* Better Data summaries (APRs,
Housing Elements)

#SHA2025



Housing Element Sites Inventories

City  Max density allowed
County (units/acre)
Assessor parcel number * Acres per parcel
General plan designation « Realistic development capacity
Zoning designation
n EX] = amp ' Cw

Selected Sites by Maximum Density (Units/Acre)
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Regional Opportunity Index - People
Lowest Opportunity
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NAVIGATING DATA: HOW
HOUSING DATA AND RESEARCH

CAN INFORM POLICY

Danielle M. Mazzella, Housing Policy Analyst
California Housing Partnership

Housing California
March 9, 2017



California Housing Partnership Corporation

- Created by the California Legislature in 1988
- Board appointed by Speaker, Pro Tem & Governor

- Helped nonprofit and government housing
agencies leverage more than $12 billion in private
and public funding to create and preserve more
than 60,000 affordable homes

- Provide leadership on rental housing policy and
funding through research and education

California Housing Partnership | 2



Affordable Housing in California

In California, there are over 410,000 homes currently receiving
federal and state assistance from U.S. Housing and Urban
Development (HUD), U.S. Department of Agriculture (USDA),
and the CA Tax Credit Allocation Committee (TCAC).

Despite this investment,

= there is a shortfall of over 1.56 million affordable and
available homes for low income renter households wuc e car

2017).

" many of the lowest income renters overpay for housing,
roughly 68% of their income on rent

California Housing Partnership | 3



Sacramento County
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In Sacramento County, there is a
shortfall of over 59,000 affordable 80,000
homes for low-income renter
households 60,000

™ Shortfall

M vdl

(Very Low
Income,
earning
between
30% - 50% of
Median

40,000 Income)

Less than half of low-income
renter households live in an
affordable home

I ELI

(Extremely
Low Income,
earning up to
30% of Median
Income)

20,000

0

Renter Affordable and
Households Available Rental
Homes

California Housing Partnership | 4




Sacramento County

Low income renters that cannot find affordable homes
spend 62% of their income on rent

HOUSEHOLDS EARNING HALF

OF MEDIAN INCOME OR LESS

MEDIAN INCOME
HOUSEHOLDS

Food,
Transportation, 38% Rent
Health Care, 62%

& Other Needs

Food,

Transportation, 77%
Health Care,

& Other Needs
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Sacramento County

Rapidly rising rents and low wages make it increasingly
difficult for renters to be able to affordable homes.

" e Askng R
State Minimum Wage m $10.00/hr
Cashiers [T sn.oo/r
Security Guards [ RTEY sis.08/hr
Retail Salespersons m $13.41/hr
Janitors and Cleaners m $13.63/hr
Preschool Teachers $13.83/hr

0
g0 q,soo g,\.ooo q,\.?’oo 5'2..000 52.500 5‘5.000 5,3.500 54-00
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Sacramento County

Funding losses at the state and federal level leave little resources
to try and make up for the shortfall.

SACRAMENTO COUNTY LOST 56% OF STATE AND FEDERAL FUNDING FOR HOUSING

PRODUCTION AND PRESERVATION FROM FY 2008-09 TO FY 2014-15
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Housing Need Data Sources

- U.S. Census American Community Survey (ACS)
= Public Use Microdata Sample (PUMS)
= 1 Year and 5 Year Estimates

- Bureau of Labor Statistics (BLS)

- U.S. Housing and Urban Development (HUD)

- California Department of Housing and Community

Development (HCD)

California Housing Partnership | 8



Preserving Affordable Housing in California

CHPC’s Preservation Clearinghouse, California’s
comprehensive database of

= HUD subsidized housing
= USDA subsidized rural housing

= Low Income Housing Tax Credit (LIHTC) properties

California Housing Partnership | 9



Preserving Affordable Housing in California

HUD Subsidized Affordable Housing

- Section 202 program, Section 811 program, and HUD

Section 8

= 1,814 properties with over 135,000 affordable homes,

118,124 of which have HUD Section 8 rental assistance

- Sacramento County — 82 properties with more than 6,200

affordable homes

California Housing Partnership | 10



Preserving Affordable Housing in California

USDA Subsidized Rural Affordable Housing
- Section 514, Section 515, and Section 521

- 510 properties with over 26,000 affordable homes,
17,770 of which have USDA Section 521 rural rental

assistance

California Housing Partnership | 11



Preserving Affordable Housing in California
LIHTC Subsidized Affordable Housing

- 4,468 properties with over 331,000 affordable homes

- Roughly 1,200 properties overlap with HUD or USDA

financed projects

- Sacramento County — 147 properties with almost 17,000

low income homes

California Housing Partnership | 12



Data For Preservation Strategies

* In the next five years, 31,988 affordable rental homes are
at risk of converting to market rate

 Since 1995 we have lost 28,152 affordable homes, 14,559
of which had HUD Section 8 rental assistance.

- No other data on what has converted to market rate

California Housing Partnership | 13



Data For Preservation Strategies

- We need more data!

- Everyone knows there is an affordable housing crisis, but
few know the magnitude of the problem

« CHPC is co-sponsoring AB 1521 (Bloom & Chiu) in an effort
to get more data on what is at risk and better prevent the
conversions of affordable housing to market rate

California Housing Partnership | 14



Contact: Danielle M. Mazzella dmazzella@chpc.net

Follow us: §W @CHPCNews

Visit us on our website: www.chpc.net
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A tool kit to close
California’s housing gap —
3.5 million homes by 2025

? = MCKINSEY CELEBRATING
GLOBAL OF
INSTITUTE INSIGHT

Rated #1 Think Tank 2015 (private sector category) by
the Global Think Tank Index, University of Pennsylvania

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission of McKinsey & Company is strictly prohibited

McKinsey&Company



1. Simplicity is powerful.

McKinsey & Company | 1
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California would have to add
3.5 million housing units by 2025 to meet

pent-up demand and accommodate
its growing population

California’s housing supply gap, Million housing units

Current Current Current housing  Demand addition  Total housing New units at Gap tofill
demand stock backlog by 2025 backlog by 2025 current construc- by 2025
tion rates

Number of housing units needed in California to supply Additional units needed to supply
market at the same per capita rate as New York or New California’s population growth

Jersey (i.e., 406 units per thousand people—still through 2025 (at same per capita
significantly less than US average) rate as New York or New Jersey)

SOURCE: US Census Bureau; Moody’s Analytics; McKinsey Global Institute analysis McKinsey & Company | 3



2. Half of Californians can’t afford to live here.

McKinsey & Company | 4



Rising housing demand, chronic _
undersupply, and escalating prices Households in MSA unable to afford rent

Thousand

have led to a statewide housing

affordability crisis 30%: T 57%

= Across the state, nearly 50% of
California households are unable to
afford the cost of housing in their local
market

= The problem is pervasive: In every
housing market in the state, at least
30% of households cannot afford the
local cost of housing

= In high-cost coastal metros, nearly 60%

of households cannot afford the local
cost of housing

SOURCE: US Census Bureau; Zillow; McKinsey Global Institute analysis McKinsey & Company | 5



The poor are hit hardest —

but the middle class is squeezed, too

e l.\ ?
XV~ ®
F ] N
Percentage
Total California  Share of California extremely
Definition households households Percentage unable unable to afford
Income level % of AMI Million % to afford housing:  housingz
Above moderate >120 6.1 49 5 0
Moderate 80-120 1.7 13 53 0
50-80 1.8 14 96 40
Very low 30-50 1.6 13 100 97
Extremely low <30 1.4 11 100 100

1 >30% of income required to cover local cost of housing; 2 >50% of income required to cover local cost of housing.

SOURCE: US Census Bureau; Zillow; McKinsey Global Institute analysis
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3. We have plenty of room to build housing if we
change the rules of the game.

McKinsey & Company | 7



To fix this problem, California could build more than five million housing units

In “housing hot spots” — which is more than enough to close the gap

Low

Tool Potential units B High

already zoned for multifamily development

Intensify housing around transit hubs 1,216 _ 2,989
Add units to existing single- family homes 341 - 793

Add units to underutilized urban land zoned 582 . 993

Build on vacant urban land that cities have 1031 295

for multifamily development

Develop affordable and adjacent single- 614
family housing?

Total 2,856-5,614

1 Estimate for single-family potential capacity is highly conservative as it examines only three counties: Sacramento, San Bernardino, and Contra Costa.

SOURCE: McKinsey Global Institute analysis McKinsey & Company | 8



HOUSING HOT SPOTS: VACANT MULTI-FAMILY

: e e 3 Pl Eel Los Angeles
. Gl gl - N County has 8,900
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-_ o ORI with zoned
e NP o e | capacity for 75,000
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NOTE: Vacant parcels shown larger than actual size to improve legibility.

SOURCE: Los Angeles County GIS Data Portal; McKinsey GIS analysis; McKinsey Global Institute analysis McKinsey & Company | 9



HOUSING HOT SPOTS:
GREEN, AFFORDABLE
SINGLE-FAMILY

Sacramento County

°
has 61,000 potential !S y . °®
. . . t
Slngle-fam|ly units ..fcr.amen (_) /..,—4‘ Rancho Cordova
clustered between e _ L ® L. W
o
Rancho Cordova Oak Park . Py
and Elk Grove ; i
- e |
|
. 't
o
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<5 miles from ° 4 7 Jor 7
transit °s i
Target parcels 2 - ""‘-.
>5 miles from —~T 1%, 5
transit r
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Preserved
land

"

Transit
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NOTE: Analysis includes parcels zoned for general agriculture and not legally preserved, or vacant
land deemed ready for development by Sacramento County Planning Department. Excludes parcels
outside Sacramento County’s urban growth boundary.

SOURCE: Sacramento County GIS Data Library; McKinsey GIS Analysis; McKinsey Global Institute analysis McKinsey & Company | 10
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To close the housing gap, California needs to change the rules of the game

for housing approvals, cut the cost and risk of producing housing, and ensure

housing access

Change the rules
of the game for
approving
housing on high-
potential land

Unlock supply by
cutting the cost and
risk of producing
housing

AN
o

y 4

Ensure housing
access

&

SOURCE: McKinsey Global Institute analysis

Incentivize local governments to approve

already planned for housing

Accelerate land-use approvals

l'p‘,
l’p‘,
‘e,
s 4

Raise construction
productivity

Deploy modular
construction

Prioritize state and
local funding for
affordable housing

Attract new investors in
affordable housing

Accelerate Align development
construction impact fees with
permitting housing objectives

Reduce housing
operating costs

Design regulations to boost
affordable housing while
maintaining investment
attractiveness

McKinsey & Company | 12
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