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Response to Comment PCI9-1

These comments address the important issue of affordable housing in the
County. The comments are not, however, at variance with the EIR or
support documents. The Project does not represent itself as providing
affordable housing as defined by state requirements for low-income
residents. It would, however, provide a range of housing that will provide
a variety of housing choices for residents working in the Project vicinity.
Relative to General Plan requirements for amendment and the HGV South
Project, please see the Global Responses to Project Consistency with
General Plan Policy LU-1.4, and General Plan/Community Plan
Amendments CEQA Impact Analysis. Because this white paper does not
address additional environmental issues in the FEIR, no additional
response is warranted.
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Harry Jones, of the San Diego Union Tribune recently wrote abouf the Counly's plans to
rush 7 projects through approval and the consternation that “slow growth” and
“environmental groups” have shown at this tactic. While, arguably, the folks concerned
with this iactic may include these groups, there are many others around the County who
feel that the County administration is trying to sidestep public input on the pretext of doing
something to solve the housing crisis. It is important to look at the housing crisis a little

more closely to see how GPAs help address this crisis, if af all.
General Plan Amendments

Amending the general plan is a big deal. With all General Plan Amendment (GPA) projects,
fhe appl_icax_ll needs to make a solid case for a GPA Bécaqse it sets gside the ‘_‘laﬁdﬁse
: cr_m_é{ih‘z:ti'dn.f’ ﬂl_ﬂt 1s develpf;é'a fora pa_trﬁéu]ar jur >_di("[i01.1-.=33'1'1 ISEeg{d .Qaﬁp-lf-s:(ié.ﬁélﬂ Pl
took 13 years "a.nd $1é Il'lill’il‘)n_t‘o‘é(%velﬂ‘[)‘. It re;:e;wéa in]).ut from al..lrt.he éor.nm‘uniti-es:. the
building industry and other stake holders and is the grand compromisé to accommodate the

the needed housing growth in the région (more on the General Plan hievs).

According to the guidelines, an amendment to the General Plan can only be made if it meets
two important criteria: it must be “in the publie interest” and would not be detrimental to

public health, safety, and welfare”

Any proposed amendment will be reviewed to ensure that the
change 1s in the public interest and would not be detrimental
to ‘public health, safety, and welfare.”- (Seni Diego County
Genaral . Plan, -.pl.s;r for S-;"'awf.fi; Lan-s_ec'va:icn‘.anﬁ
‘Systainability), Adopted August 2011) Pi-15. SRR

Z2af12 virww Growt hesandiegoway.com May 11, 2016
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With the Harmony Grove Village South Project, the applicant attempts to make the case that
the project is in the public interest because there is a housing crisis in San Diego County and

that simply building more houses would alleviate that crisis:

“The reduced rate of housing production during the current
Housing Element planning period has resulted in lincreased
demand for housing In the region. Housing Element Policy H-1.3
provides direction for siting and increasing housing
opportunities in the wunincorporated county..” {5-24-18 HGVS
Planning Commission Hearing Report) P34

Tt is important to examine the assumptions that are being made here in order to determine

the following about each particular project:
First, what is the nature of the housing shortage? Is it about housing in general, or a
particular type of housing?

- Are we delivering enough these particular homes, that are affordable to a majority of 8an
Diegans?

» Ts the particular project delivering the type of housing that will improve home prices in

the region?
What is the natore of the shortage?

The County Planning and Development Services {PDS) Planning Commission Hearing
Report on the Harmony Grove Village South refers to the housing crisis as a justification for

amending the General Plan. It states that because there is inereased demand for housing in

3ofiz www. growthesandisgoway. May 11, 2018
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the region, the GPA should be allowed because it accommodates more housing in the region

and that is a good thing.

So first we need to ask some basic questions: Is housing production down? Well, so far
throngh the s5th Element of the Regional Housing Needs Assessment (the RENA,
pronounced “ree-nub’”) we are considerably below where we need to be. This interim report
lays out where we are after 7 years through an 11 year cycle. The RHNA report compares the
number of permits issned through 2016 with what the original goals of the RHNA were for
this cycle and it shows that, overall, we are half of where we need to be at this point in time

in the region.

So; that settles it. We haven't built nearly enotigh houses by about a half, right?

Yes, but as alm.aysj the devil is in the details. The .b.iggest issue with lack of héﬁsing su'p.piy,'

so the story goes, is that it drives up home prices. There are more people. seeking homes
Y B P £

than there are homes available. That is standard economics.

However, when you look at the law of supply and demand you need to factor in the high
desirability of the region, the demand for the different price ranges of housing and the
additional supply of peaple willing to move to San Diege from other areas if the housing were

less expensive.

ey oy e 1oe oan bueddld o ey 6
5

4ofi2 wwsv.growihesandisgoway.com May 11, 2098

PCIg-1

RTC-PCI9




COMMENTS

RESPONSES

Comment Letter No. PCI9

What can San Diegans afford?

Unfortunately, home prices are the highest they've ever been and 74% of County residenis
cannol afford the average home in San Diego County. The median household income for San
Diego County is $81,800. A person who makes $81,800 can affurd a house worth about
§295,400, at current interest rates (and with a $20,000 downpayment) or about $2,000 a
month in rent. However, the median home price in San Diego is $550,000 and for newly-
built homes, it is even higher ($646,000, according to CoreTogie via the Union Tribune). So
there is a problem here. Tt is not just about lack of housing but more importantly, that the
housing we are building is too expensive for the average resident. So the solution is not just
to increase overall honsing, but specifically, build housing that people can afford. PCl9-1

here’s ¢ nifiy calenlsfor frowm Zil)

crd frapio oooseh kosne o ran

S0, how are we doing with building houses people
can afford?

Unfortunately, not well at all. Most of the housing we've created in the past 15 years has
been “above-moderate” {luxury) housing. The California Department of Houwsing and
Community Development (HCD) has guidelines that define income categories that are used

to define Moderate, Low and Very Low income levels. For San Diego, it is defined as follows:

5ofi2 wynw.grewthesandiegoway.com May 11, 2078
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A person who has moderate income can afford a house that is roughly $363,000. This is
considerably lower than the median priced home, so clearly something is going on with

regards to the production of different levels of housing prodnet.

$98,150 $77,850 548 650

$362,565 $261,318 152,724

Figure 1 shows the RHNA housing goal versus permils issued, broken oul by Above
Moderate, Moderate, Low and Very Low income categories.  The production of moderate
~ income housing (or lower) is severely restricted versus the high end housing, In fact, we have

~only ﬁl@‘dl’lceﬁ‘d}lf% oEon gpaf-fér the cuirrent per

right on track, however. So the biggest issue is the lack of Moderate housing (with only 11%

of the need being produced).

So, what this tells us is that even though the housing need for Moderate to Low Income
housing in San Diego County is the greatest, we ¢ontinue to oversupply the market with
huxiry housing that the vast majority of San Diegans cannot afford and we have been doing

so for at least 15 vears.

8ofi2 vewve growthesandiegoway, oom May 11, 2018
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Figure 12 5th Elernent RHNA (2010 - 2016)

But if you inerease the supply of housing at all levels,
waon't that bring costs down eventually?

That seems logical on the face of it and, in some areas of the country, it would make sense.
The reasoning that the building industry uses is that if you don't build enough of the high-
end housing, then the high-income buyers will go and snap up the more affordable
properties that working class families might buy and thus costs go up for everybody. While
this might work in Texas, in the coastal arcas of California, it hasn't seemed to work out that

way. There is strong evidence, in fact, that that is not the case. In fact, all over California,

there is a significant surplus of high end (above moderate] housing (300,000 units at last

7oliz vewwvr.growthesandiegoway.com May 11, 2018
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count according the California Department of Housing and Commmnity Development, P28)

while we are more than $3 million short on the Moderate and lower.

Figure 1.24
Rental Housing Falls Short at All Income Levels, Except Above Moderate
Comparison of Households and Affordable and Available Units in California
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First it is important to note that Coastal California does not operate under the same
assumptions as other markets because it is 2 “high-amenity” market, which, in economist-
speak means it is an incredibly desirable place lo live when compared to other markets and
that demand drives up the cost because there is a ready supply of people who can afford it

and are willing to move here from other cities given the desirability. (You can read more

about it how this impacts affordability here: Pricing the Naiural Environment: How

Amenities Fot a Premimm on California Howsing, UCLA Anderson Forecast ).
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And in 8an Diego, specifically, to see what happens if we build a surplus of high end hounsing,
we need not look further than the last RHNA cycle for San Diege County. Looking back at the
Jast RHNA cycle {the 4th Element fom 2005 to 2010), we actually produced an oversupply
of 152% of the houses needed in the Above Moderate category (see Figure 2). That’s right,
we produced 152% more luxury homes than we needed, while only producing about 21% of

what we needed in the Moderate to Low category—and that included 2 years of recession.

Did that aver supply result in home prices dropping? Well, no. Despite being over stocked on
higher end houses, housing prices have continued to escalate {with a dip during the
recession) hitling their highest point in January of this year ($550,000). So there does not
appear to be any correlation between oversupply of high end houses and housing prices. In
fact the opposite seems to be the case. It seems we simply need to focus on Moderate, Low

and Very Low income housing.

gofi2
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The General Plan Housing Element designates affordable
housing at a density of 10.9 dufac or greater. The project’s
proposed density will be a maximum of eight dwelling units
per acre, and as such 1s not defined as moderate to low
income housing by the County’s General Plan.(5-24-18 HGYS
sion Hearing Report} P33

Plenning Commi

The applicant, Kovach, says that they will provide a range of housing stack from 1800 square
feet to more than 4,600 sf and that should provide housing that is affordable {though they

don’t substantiate how).

The project includes a range of residential housing types. In
terms of housing affordability, multi-family units as well as
smaller lot and house sizes tend to be more affordable. The
proposed project includes a range of tot sizes from 1,462 sq.
ft. to 4.85 acres, with the large majority of lots being less
than 10,000 sq. ft. Single family housing sizes will range
from 1,500 - 3,000 sq. Tt. (5-24-18 HEVS Planning Commission
Hearing Report) P34

However, based on median home sales prices in the immediale vicinity, at $266 per sqnare

foot, an “affordable” 1500 sf home would be worth $399,000 which is significantly higher

{about §100,000 higher) than what the median income honsehold conld afford.

itofiz www.growlhesandis May i1, 2018
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In Summary:

There does indeed appear to be a housing shortage.

« However, the shortage is limited fo the Moderate to Low income housing for at least the
past 15 years.
High end housing {Above Moderate) has been oversupplied considerably for most of the
past 15 years,

- HGVS does nothing to alleviate this problem and in fact may be exacerbating the problem
as more affluent people move into San Diego to buy high end homes that locals cannot

afford and therefore contributing Lo higher housing costs.

The nrain thrust for the justification of selting aside the general plan for the vast majority

of these pl()_‘[ecl‘l is ﬁl@réfcirehagaied and there is 1o logical rationale to amend the

. Géneral Plari, the “land constitution” of San Diego Connty.

Einks:

ig Cheaper Homos, Nickelsburg

Nickelsburg
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