1

The Plaintiff and Petitioner CALIFORNIA BUILDING INDUSTRY ASSOCIATION

2 (“Petitioner” or “CBIA”) alleges as follows:
3
4

INTRODUCTION
1.

This action seeks issuance of immediate injunctive and mandamus relief to prevent

5 Defendant and Respondent STATE ALLOCATION BOARD (“Respondent” or “SAB”) from
6 taking unlawful action in excess of its authority and in defiance of the Legislature’s specific statutory
7 limitations on the “fees” that may be authorized or imposed on new development for the purpose of
8 funding school facilities. Respondent’s actions would gut the school facilities funding program that
9 was carefully established by the Legislature in 1998 and has governed and limited the fees that may
10 be imposed on the construction of badly-needed new homes.
11

2.

The unprecedented and unauthorized actions and/or threatened actions of the SAB

12 (collectively referred to herein as the “actions”) disregard explicit statutory preconditions and
13 limitations on the authority of the SAB to raise such fees, and clearly violate Government Code
14 § 65995.7, which prohibits the SAB from purporting to authorize the imposition of fees at “Level
15 3” rates unless and until specific conditions are shown to exist. Such Level 3 rates have never
16 been authorized in California, and are not justified now. The SAB’s actions purporting to trigger
17 the availability of Level 3 fees are in excess of the SAB’s limited authority, as the statutory
18 preconditions have not been demonstrated and do not exist.
19

3.

Respondent’s actions—if not enjoined, invalidated, and rescinded—would

20 immediately and unlawfully expose home builders, and home buyers, throughout California to
21 the unjustified and unnecessary burden of demands for unprecedented new “Level 3” school fees at
22 rates twice as high as any lawful fees currently existing in California. Respondent’s actions are
23 not authorized by, and violate, California law governing and limiting school facilities fees.
24

4.

In 1998, the Legislature carefully crafted legislation establishing the statutory school

25 funding program that is at issue in this case by enacting the “Leroy F. Greene School Facilities Act
26 of 1998,” also known as SB 50, and hereinafter referred to as the “SFA.” (See, Educ. Code
27 § 17070.10 et seq.; see also, Gov. Code § 65995 et seq.) That legislation created narrow statutory
28 authority for local school districts to impose fees on new development, at three different levels, to
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1 mitigate the costs of school facilities needs caused by new development. The Legislature also set
2 precise limits on the types and amounts of fees that might be charged by local districts, and
3 established preconditions to the imposition of fees and the methodologies to be used in calculating
4 appropriate fees.
5

5.

In particular, the SFA allows local school districts to adopt school facilities

6 mitigation fees on new residential development—under specific statutory limitations and pre7 conditions—at three different levels, generally referred to as “Level 1, Level 2, or Level 3” fees.
8 State law details the precise preconditions that must be satisfied and demonstrated before fees may
9 be imposed at any of the three levels.


10

Level 1 fees require justification by evidence demonstrating a reasonable

11 nexus between needs for new school facilities caused by new residential development. Level 1 fees
12 are subject to a maximum state-wide cap, adjusted biennially for inflation. (Gov. Code § 65995.)


13

Level 2 fees (also referred to as “alternative fees”) may only be established

14 in those school districts which must first meet certain district-wide eligibility requirements and,
15 second, which comply with statutory requirements for conducting a “school fees needs analysis”
16 using specified methodologies and data demonstrating an extraordinary need for fees higher than
17 standard Level 1 fees. (Gov. Code §§ 65995.5 and 65995.6.)


18

Level 3 fees may be imposed by eligible local districts up to twice the amount

19 of their existing and lawfully-established Level 2 fees, but may not be imposed by any school district
20 anywhere unless, and only if, the SAB first makes a determination as specified in Government Code
21 § 65995.7(a), that state school construction funds are “not available” and sends written notification
22 of that determination to the State Senate and Assembly.
23

6.

The Legislature expressly prohibited any attempts to demand or impose “Level 3”

24 fees—unless and until “state funds for new school facility construction are not available.” (Gov.
25 Code § 65995.7.) For purposes of making this determination, the SAB is required to consider all
26 sources of state funding with the exception of funding for critically overcrowded school facilities
27 (also known as Article 11 funds). (Id.) According to the SAB’s own records, the State currently
28 (as of May 2016) has at least $150 million from all such funding sources. (SAB spreadsheet entitled
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1 “School Facility Program, Available Funds (in Millions) As of May 25, 2016,” attached hereto as
2 Exhibit A.) Thus, the SAB cannot factually make the determination that state funds “are not
3 available,” and, accordingly, is legally precluded from authorizing the imposition of Level 3 school
4 fees.
7.

5

Respondent’s efforts to try to authorize the imposition of Level 3 school facilities

6 fees violate or would violate Government Code § 65995.7, because substantial state funds (over
7 $150 million) are available for school facility construction. The imposition of “Level 3” fees has
8 never been authorized in California — but the SAB is now unlawfully seeking to do so, even
9 though it is clear that the statutory preconditions to the authorization for Level 3 fees have not been
10 met.
11

8.

SAB’s actions are in excess of the SAB’s statutory authority, are not supported by

12 the applicable law or by substantial evidence, and manifest a prejudicial abuse of the SAB’s limited
13 discretion under the law that has been in place and honored since 1998, and threaten immediate and
14 devastating consequences for the housing industry throughout California. Specifically, the doubling
15 of school impact fees overnight will have a chilling effect on the approval and construction of much16 needed housing in the state. Specifically, the imposition of additional fees will have an adverse
17 impact on housing affordability and may prevent thousands of state residents from being able to
18 own or rent a home.
19

9.

Petitioner brings this action for judicial review and invalidation of the unlawful

20 actions of Respondent in violation of the plain statutory limitations on the authorization for, or
21 imposition of, Level 3 school facilities fees.
22

10.

Respondent’s actions, as set forth below, are unauthorized and in excess of the

23 limited powers delegated to the SAB under state law, arbitrary, capricious, and not supported by
24 necessary and substantial evidence in the record, and abuses of discretion. Respondent’s actions
25 fail to comply with, or violate, state laws, including but not limited to, the SFA.
26

11.

Petitioner brings this action in the public interest, for enforcement of the important

27 public interests and rights embodied in the governing state law, for the timely enforcement of state
28 laws governing and limiting the imposition of fees on new housing, and constraining the powers of
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1 the SAB to authorize new and unprecedented levels of such fees when the statutory preconditions
2 for such drastic action have not been met.
3

12.

It is appropriate and necessary for the Court to review, and to declare the invalidity

4 of, Respondent’s actions, to enjoin the implementation of the SAB’s determination, to enjoin the
5 SAB from sending written notification of its unauthorized determination to the Clerk of the
6 Assembly or to the Secretary of the Senate, or from otherwise publicizing its invalid determination,
7 and to mandate that Respondent immediately vacate and set aside any determination for the reasons
8 set forth in this action.
9

13.

Immediate injunctive relief is therefore necessary and appropriate to prevent

10 Respondent from acting in excess of its statutory authority or otherwise abusing its limited discretion
11 and to preserve the status quo.
12

14.

Issuance of a writ of mandate is also necessary and appropriate to compel the SAB

13 to perform its mandatory duties under the controlling law of the State of California, and to take no
14 action to trigger the imposition of “Level 3” school facilities fees unless and until such time as there
15 may be substantial evidence in the record sufficient to support all of the findings required by
16 Government Code § 65995.7 and any other provisions of state law.
17
18

PARTIES
15.

Petitioner CBIA is a California non-profit corporation, with thousands of members

19 and associates active in all aspects of the housing and building industry throughout California,
20 dedicated to representing the association’s members and the housing industry in California,
21 including through legislative advocacy and judicial proceedings on matters affecting the building
22 industry throughout the state.
23

16.

Petitioner’s members are actively involved in the building industry, including

24 architects, engineers, planners, developers, builders, contractors, suppliers, property owners and
25 thousands of their employees. Petitioner actively serves and seeks to promote the strong public
26 interest in housing new development and redevelopment, and California’s recognized need to
27 increase the supply of housing, of all types and in all price ranges, throughout the state. Petitioner
28 advocates for measures promoting the availability and affordability of housing of all types, as well
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1 as new commercial, industrial, institutional, and infrastructure projects and against measures that
2 arbitrarily, unreasonably or unlawfully increase the cost of construction and land development, or
3 reduce the availability of housing, such as unjustified, excessive, or unauthorized development
4 impact fees.
5

17.

Respondent is an agency or board of the State of California, established pursuant to

6 Government Code § 15490, and is located in Sacramento County. Respondent is a special purpose
7 board, the powers of which are defined and limited by statute. The SAB and its members are charged
8 with managing the allocation of state and federal funds to other governmental agencies, including
9 the allocation of funds under the State School Finance Program (“SFP”) in conformity with state
10 law for specified purposes including the construction or modernization of school facilities. The
11 SAB has mandatory duties to conduct its actions in conformity with the controlling provisions of
12 the Constitution and state laws. (References to the “SAB” should be deemed to refer to the Board
13 as an entity and to its constituent members, collectively, unless otherwise indicated.)
14

18.

Petitioner is informed and believes, and thereon alleges, that other persons or parties

15 have or may have responsibility or liability for the wrongful actions set forth below, or interests in
16 the subjects of this litigation, but Petitioner is currently unaware of the true names and capacities of
17 those parties named herein as Does 1 through 100, inclusive, and therefore sues those Respondents/
18 Defendants by such fictitious names. Petitioner will amend this Petition to allege the true names
19 and capacities of these fictitiously named Respondents/Defendants when they have been
20 ascertained.
21
22

JURISDICTION AND VENUE
19.

This Court has jurisdiction over this action pursuant to California Code of Civil

23 Procedure §§ 1085, 1094.5, 1060, 526, and 527.
24

20.

Venue is proper in this Court as this action seeks relief against Respondent, a state

25 agency. (Gov. Code § 955.)
26

GENERAL FACTUAL ALLEGATIONS

27

Statutory Context for School Facilities Fees Under the SFA

28

21.

The power to establish or impose “fees” as conditions of development approval is
-5-
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1 derived from the police power (Cal. Const., art. VII, § 1). Cities and counties have such police
2 power, but other agencies of government—including local public school districts—have no such
3 inherent authority to establish or impose fees. (California Building Industry Ass’n. v. Governing
4 Board of the Newhall School Dist. (1988) 206 Cal.App.3d 212, 234.) Agencies such as Respondent
5 SAB, and local school districts, have only such authority as the Legislature may choose to
6 specifically provide by statute.
7

22.

The California Legislature has expressly limited the situations and conditions under

8 which such fees on new development may lawfully be established or imposed. (Gov. Code
9 § 65995.7; see also, Gov. Code § 66001 et seq.) The Legislature has also declared that unjustified,
10 unauthorized, or unreasonable “fees” imposed on new developments are a significant cause of the
11 high cost of housing in California. (See, e.g., Gov. Code § 65589.5(a) [“The Legislature finds and
12 declares . . . [t]he excessive cost of the state’s housing supply is partially caused by activities and
13 policies of many local governments that . . . require that high fees and exactions be paid by producers
14 of housing.”].)
15

23.

In 1998, the Legislature adopted the SFA. Among other provisions, the SFA created

16 limited authorization for local school districts to impose fees on new development, at various levels,
17 to mitigate the costs of school facilities reasonably related to needs created by new development.
18 The Court of Appeal recently summarized this statutory regime governing school fees, in Cresta
19 Bella, LP v. Poway Unified School District (2013) 218 Cal.App.4th 438, 443:
To pay for the construction of school facilities necessitated by student
population increases, school districts are authorized to impose school
impact fees for new residential construction. The fees are subject to
statutorily defined maximum amounts for each square foot of the new
residential construction. (Ed. Code, § 17620, subd. (a); Gov. Code,
§ 65995.) There are several alternative statutory formulas for
calculating the maximum fee per square foot (Gov. Code, §§ 65995,
65995.5, 65995.7), which are commonly known as “Level 1,” “Level
2,” and “Level 3” fees.

20
21
22
23
24
25

24.

Level 1 fees require justification by evidence demonstrating a reasonable nexus

26 between needs for new school facilities caused by new residential development. Level 1 fees are
27 subject to a maximum state-wide cap, adjusted biennially for inflation. (Gov. Code § 65995.) Level
28 2 fees (also referred to as “alternative fees”) may only be established in those school districts which
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1 must first meet certain district-wide eligibility requirements and, second, which comply with
2 statutory requirements for conducting a “school fees needs analysis” using specified methodologies
3 and data demonstrating an extraordinary need for fees higher than standard Level 1 fees. (Gov.
4 Code §§ 65995.5 and 65995.6.) Level 3 fees may be imposed by eligible local districts up to twice
5 the amount of their existing and lawfully-established Level 2 fees, but may not be imposed by any
6 school district anywhere unless, and only if, the SAB first makes a determination as specified in
7 Government Code § 65995.7(a), that state school construction funds are “not available” and sends
8 written notification of that determination to the State Senate and Assembly.
9

25.

The SFA was contingent upon voter approval of Proposition 1A, a state-wide ballot

10 measure entitled “Class Size Reduction Kindergarten-University Public Education Facilities Act of
11 1998.” The voters approved Proposition 1A which authorized a $9.2 billion bond issue for education
12 facilities—$6.7 billion for K-12 and $2.5 billion for higher education. (Educ. Code §§ 100403,
13 100425, 100500.)
14

26.

In November 2002, the voters followed suit by approving Proposition 47, which

15 provided $11.4 billion in state bond funds for school facility construction. (Educ. Code § 100620.)
16 In March 2004, the voters again approved a measure (Proposition 55), which provided $10 billion
17 in state bond funds for school facilities. (Educ. Code § 100820.) Further, in November 2006, the
18 voters ratified Proposition 1D, providing over $7.3 billion in bond funds for school facilities. (Educ.
19 Code § 101012.) That measure specified that up to 10.5 percent of the $1.9 billion allocated for
20 “new construction” shall be made available “for purposes of seismic repair, reconstruction or
21 replacement [of school facilities].” (Educ. Code § 101012(a)(1).)
22

27.

In total, over $35 billion in bond funds for school facilities were approved by the

23 voters over an eight year period between 1998 and 2006. Because the Legislature has subsequently
24 failed to approve and qualify a new bond measure for the ballot, Petitioner and its members have
25 incurred substantial sums to qualify a new $9 billion bond measure for the November 2016 ballot,
26 of which $7 billion will be set aside for K-12 school facilities. The polling for this measure is
27 favorable and Petitioner has every reason to expect, as was the case with the prior bond measures,
28 that this bond measure will likewise pass, making additional funds available shortly for new school
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1 construction. Pending consideration of previous bond measures, the Legislature precluded the SAB
2 from enacting Level 3 fees, and the SAB consented in this approach. (SB 1016, Stats. of 2012, Ch.
3 38; Transcript of the April 20, 2016 SAB Meeting [the “Transcript”], p. 28.)
4

Despite having substantial funds and continuing to make apportionments for new projects,

5

the SAB claims that imposition of Level 3 fees is justified.

6

28.

Between 1998 and 2006, the state voters approved $35.4 billion in bond funds for

7 construction of K-12 education facilities. Such funds have been used to construct new schools and
8 classrooms for approximately 4.5 to 5 million students. (Transcript, p. 53.) As of May 25, 2015,
9 approximately over $150 million of the bond funds remain. (See, Exhibit A.) More than one-half
10 of that amount, or approximately $87.4 million, is budgeted for new construction, including seismic
11 repairs. (Id.) Due to applicants abstaining from participating in specified 30-day priority filing
12 periods on two occurrences, it appears that an additional $73.4 million in funds will shortly be
13 returned to the SFP bond authority source for reallocation.

(2 Cal. Code Regs., [“CCR”]

14 § 1859.90.3; see also, SAB spreadsheet entitled “Projects with Two Non-Participations in the
15 Priority in Funding Process Occurrence Pursuant to School Facility Program Regulations Section
16 1859.90.3 updated December 10, 2015,” attached hereto as Exhibit B.)
17

29.

The SAB can only authorize Level 3 funds upon a determination that state funds for

18 new facility construction are “not available.” (Gov. Code § 65995.7.) The SAB previously adopted
19 a regulation which specified that funds are “not available” if the new construction grant requests
20 ready for apportionment exceeded the funds available for that purpose. In a 2002 opinion, the State
21 Attorney General declared that regulation void for violating Government Code § 65995.7. In
22 particular, the Attorney General opined that “[a]s long as state funds are available and the Board is
23 approving apportionments, school districts may not increase their school impact fees from Level II
24 to Level III.” (Ops. Cal. Atty. Gen. 01-803.) The Legislative Counsel concurred in a prior opinion,
25 finding that the SAB could not impose Level 3 fees “if state funds are available . . . for apportionment
26 to school districts and the [SAB] continues to approve apportionments even though the total amount
27 in that fund is less than the total amount of the applications that have been or could be approved for
28 funding.” (Legislative Counsel Opinion No. 12361, June 27, 2001, a copy of which is attached
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1 hereto as Exhibit C.) Despite these legally binding rulings, the SAB Staff and its Members persist
2 in maintaining that fund availability is properly judged based on comparing applications received to
3 funds on hand. (Staff Report, Agenda Item No. 7, May 25, 2016 SAB Meeting [the “Staff Report”],
4 p. 3; Transcript, p. 55.)
30.

5

In January 2016, the SAB directed its Staff to place on a future agenda an

6 informational item related to developer fees.

On April 20, 2016, the SAB conducted an

7 “informational” hearing related to developer fees. Representatives of three of the one thousand plus
8 school districts in the state testified at that hearing. Only one of those districts, the Fremont Unified
9 School District, called for immediate imposition of Level 3 fees. (Transcript, pp. 29-44.) For
10 instance, Hui Ng testified that the Fremont school district needed Level 3 fees so that it could “get
11 some extra dollars from developers.” (Transcript, p. 43.) The Superintendent of the Dublin Unified
12 School District, Dr. Steve Hanke, alternatively called for an interim funding proposal pending the
13 likely passage of the $9 billion bond measure this November. (Transcript, pp. 48-50.) The SAB
14 Chair asked that a review of the interim funding proposal and “detailed analyses” of whether or not
15 Level 3 fees could legally be imposed, both be placed on the May 25, 2016 agenda.
31.

16

Despite over $150 million in remaining bond funds, including $87.4 in new

17 construction funds, and the likely potential for $73.4 million in additional near-term funding, the
18 SAB Staff prepared a brief report, which concludes that state school facility construction funds
19 “seem to be exhausted.” (Staff Report, p. 5.) Staff reached this conclusion by excluding all but
20 $2.2 million in funds from its analysis, reasoning that the remaining funds were not appropriated for
21 “new construction” pursuant to Article 5 of the SFA. However, per Government Code § 65995.7,
22 the only funds to be excluded are Article 11 funds. No such funds make up the approximate $150
23 million in remaining funds.1
32.

24

Moreover, Staff’s position is belied by Proposition 1D and its enabling legislation

25 which plainly includes funds for seismic repairs as new construction funds and precludes any re26 labeling of these funds except by the Legislature or the voters. (See, Educ. Code §§ 101012(a)(1)
27
28

Even assuming arguendo that Staff were correct and only $2.2 million in “new construction”
funds remained, funds are still available such that the trigger for Level 3 fees is not met.
1
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1 and (d)(1); see also, Exhibit A [including seismic repair under the New Construction category of
2 funds]; accord, definition of Proposition 1D “New Construction Balance” as a “[p]rogram category
3 total [which] includes New Construction and Seismic Repair.”2 The SFA also contains both direct
4 and indirect references to the fact that seismic repairs are to be treated and funded as new
5 construction projects. (Educ. Code §§ 17072.20(b), 17075.10(b)(2), and 17072.35.)3
33.

6

Staff admits that seismic funds remain, but cites a “lack of consensus . . . to transfer

7 any of these funds back to new construction.” (Staff Report, p. 4.) Per Proposition 1D and its
8 implementing legislation, the funds never ceased to be part of the new construction fund. To the
9 extent the SAB employed accounting methods to relabel funds designated by the initiative and
10 statute for new construction purposes, its actions were in contravention of the law. Thus, the only
11 “consensus” needed is for the SAB to follow the law.
34.

12

SAB Staff further admitted that the SAB was continuing to approve apportionments

13 for new projects. (Id.) Since those apportionments were for seismic and related projects, however,
14 Staff claimed that the apportionments were not for new construction. Again, funds for seismic
15 repairs were plainly included under Proposition 1D and its enabling legislation as new construction
16 funds.

(Educ. Code §§ 101012(a)(1) and (d)(1); and Educ. Code §§ 17072.20(b) and

17 17075.10(b)(2).) Thus, these apportionments were made for new construction. Further, the SAB
18 has not taken any formal action to discontinue approving apportionments.
35.

19

In reaching its conclusion that funds are “not available,” Staff relies on the SAB’s

20 supposed ability to prioritize funding for “facility hardship” applications over “new construction”
21 applications. The priority of funding has nothing to do with whether funds are available. More
22 fundamentally, the SAB’s ability to shift priorities of bond funds extends only to funds enacted “for
23
24
25
26
27
28

2
3

(See, https://www.dgsapps.dgs.ca.gov/opsc/bondac/proposition/proposition1D.asp)
(See also, 2 CCR, § 1859.82 [if a district qualifies for replacement facilities due to, among
others, the need for seismic mitigation, “the district is eligible for funding as a new construction
project.”]; 2 CCR, § 1859.93.1 (including seismic repair and other “facility hardship” applications
under the regulation entitled “New Construction Project Funding Order.”]; accord, SAB’s
Frequently Asked Questions, Facility Hardship Program at http://www.documents.dgs.ca.gov/opsc/
Forms/FacilityHardshipFAQ.pdf [noting that “[a] Facility Hardship application is treated identically
to a New Construction (when a Replacement) or Modernization (when a Rehabilitation) project,”
and “Facility Hardship Program projects are funded through the bond authority designated for New
Construction and Modernization Programs.”].)
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1 the purpose of funding facilities with a financial hardship.” (Educ. Code § 17075.15(a) [emphasis
2 added].) Financial and facility hardship are separate and distinct forms of hardship governed by
3 separate statutory and regulatory provisions. (Educ. Code §§ 17075.10(b)(1) and (b)(2); 2 CCR,
4 §§ 1859.81 and 1859.82.) The bulk of the remaining bonds funds are from Proposition 1D; that
5 measure did not contain any allotment for financial hardship.4 To the extent SAB’s regulation (2
6 CCR, § 1859.93.1.) purports to extend priority more broadly to “facility hardship” it conflicts with
7 the statute and is void. (See, e.g., Ops. Cal. Atty. Gen. 01-803 and Communities for a Better
8 Environment v. California Resources Agency (2002) 103 Cal.App.4th 98.) Even if the regulation
9 validly extends to facility hardship, seismic repairs are a form of facility hardship, and Proposition
10 1D expressly set aside “new construction” bond monies for such work.5
36.

11

Instead of providing detailed analysis supporting the SAB’s authority to impose

12 Level 3 fees, as requested, Staff meekly concludes that the SAB “appears to be within its statutory
13 authority” to find that new construction funds are not available. (Staff Report, p. 5.)
14

The SAB’s decision to authorize local school districts to impose “Level 3” impact fees is in

15

violation of state law and not supported by substantial evidence.
37.

16

The SAB can legally authorize Level 3 fees only if (1) state funds for new school

17 facility construction are “not available,” and (2) the SAB is not approving apportionments for new
18 construction “due to a lack of funds available for new construction.” (Gov. Code § 65995.7.)
38.

19

The SAB’s position that in determining whether funds are available, it is only to look

20 to Article 5, is belied by the statute. The statute states that the SAB is to look at all funding sources
21 other than Article 11. The bond sources alone, i.e., not including any other potential source of state
22 funding such as general fund monies, is approximately $150 million; this amount will likely be
23 supplemented by an additional $73.4 million in the near future. (See, Exhibit A and Exhibit B.)
24 Even if it were to look only to Article 5, the SAB has $87.4 million in “new construction” funds.
39.

25

Thus, funds for new construction exist, and the SAB continues to make

26 apportionments for new construction, including seismic repairs. (Staff Report, pp. 2, 4.) As noted
27
4

Indeed, no funds for financial hardship have been appropriated since the passage of Proposition
28 1A in 1998, and the funds in that program have been depleted. (See, Exhibit A.)
5
(Educ. Code §§ 17072.20(b), 17075.10(b)(2), 101012(a)(1); 2 CCR § 1859.82.)
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1 above, such apportionments plainly qualify as new construction.
2

40.

For either or both of these reasons, the SAB cannot make the necessary findings to

3 justify the imposition of Level 3 fees. Petitioner raised these objections to SAB prior to its May 25,
4 2016 hearing. Petitioner is informed and believes and thereon alleges that the SAB determined that
5 state funds for new school facility construction were not available at its May 25, 2016 hearing,
6 thereby purporting to justify the immediate imposition of Level 3 fees by school districts throughout
7 the state.
8

Imposition of Level 3 fees will have a chilling effect on housing production and likely

9

result in substantial litigation throughout the state.

10

41.

Respondent’s actions improperly subject Petitioner and the public generally to harm

11 or the imminent risk of irreparable harm. The average impact fee is currently $21,000 per home.
12 (“High Fees and Lower FHA Limits Impact Growth: A Plea to Government Officials for Reform,”
13 Zelman Associates, March 28, 2016, attached hereto as Exhibit D.) The addition of Level 3 fees is
14 projected to result in immediate increases of $15,000 to $30,000 per home. (Id.) Unlike other
15 impact fees, which require a noticed public hearing prior to enactment, and a waiting period of 60
16 days prior to taking effect, most local school districts with Level 2 fees have already pre-approved
17 Level 3 fees. For instance, the Fremont Unified School District recently approved Level 2 fees of
18 $8.19 per square foot and pre-approved Level 3 fees of $16.38 per square foot. (“School Facilities
19 Needs Analysis,” Fremont Unified School District, Dolinka Group, April 8, 2016, attached hereto
20 as Exhibit E.) Thus, thousands of projects, including ones that have been in the planning and
21 entitlement process for years, and others that have secured vested rights from changes in other
22 development laws, could literally be subject to a doubling of school impact fees overnight.
23

42.

Among all states, California ranks 49th in homeownership and last in overall housing

24 affordability. (“How California should fight poverty: Add housing stock,” San Diego-Union
25 Tribune Editorial, March 6, 2016, attached hereto as Exhibit F.) California renters also spend a
26 higher percentage of their income on housing than their counterparts in all but one other state. (Id.)
27 At $440,000, the average cost of a home in California is already two and one-half times the average
28 national home price. (“California’s High Housing Costs: Causes and Consequences, Legislative
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1 Analyst’s Office, March 2015, attached hereto as Exhibit G.) Moreover, for each $1,000 increase
2 in home prices, approximately 14,423 state households are priced out of the market. (“State and
3 Metro Area House Prices, the Priced Out Effect,” Natalia Siniavskaia, Ph.D, August 2014, prepared
4 for the National Association of Home Builders, attached hereto as Exhibit H.) Thus, assuming the
5 number of households remains constant, the immediate imposition of Level 3 fees could cause
6 between 216,345 and 432,690 families seeking to purchase a home in California from being
7 priced out of the market.
8

43.

The imposition of Level 3 fees will also have a negative impact on the rental housing

9 market. According to the California Housing Consortium, the state is short more than 1.5 million
10 rental homes for extremely low and very low income households. (May 17, 2016 letter from Ray
11 Pearl, Executive Director, California Housing Consortium, to Michael Cohen, SAB Chair, attached
12 hereto as Exhibit I.) The imposition of additional costs on housing that generates lower to marginal
13 profit will predictably result in the lowering of production of such units.
14

44.

For the reasons summarized above, if SAB’s actions were allowed to stand,

15 substantial litigation would likely be initiated throughout the state. Specifically, myriad lawsuits
16 challenging the SAB’s determination and authorization of Level 3 fees could, and would likely, be
17 commenced in most, if not all, of the major metropolitan areas and other urbanized areas of the state.
18

45.

Petitioner has duly exhausted administrative remedies to the extent that such

19 remedies were available, feasible, and not otherwise futile. Because the SAB’s action contravenes
20 state law, Petitioner brought this action seeking, among others, mandamus and injunctive relief.
21

FIRST CAUSE OF ACTION

22

[Petition for Writ of Traditional Mandate Pursuant to Code of Civil Procedure § 1085]

23

46.

Petitioner hereby incorporates the allegations of the foregoing paragraphs as though

24 set forth in full herein by this reference.
25

47.

Petitioner challenges SAB’s determination that state funds for new school facility

26 construction are not available. Petitioner challenges the SAB’s failure to perform a ministerial act
27 that the law specifically enjoins as a duty resulting from the SAB’s obligation to accurately
28 determine that Level 3 fees are justified. To the extent required by law, Petitioner has exhausted all
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1 available administrative remedies, including without limitation, by submitting detailed
2 correspondence to the SAB regarding its inability to find that state funds for new school facility
3 construction are not available. Petitioner’s sole remedy is issuance of a peremptory writ of
4 traditional mandate by this Court because Petitioner does not have a plain, speedy, and adequate
5 remedy in the ordinary course of law.
6

48.

The SAB’s determination that state funds for new school facility construction are not

7 available is arbitrary, capricious, unlawful, and without right in that:
a.

8

Funds for new school facility construction are plainly available.

Per

9 Government Code § 65995.7, the only funds that are excluded from this determination are SFA
10 Article 11 funds. The SAB’s own records demonstrate that the State has approximately $150 million
11 in non-Article 11 funds available. These funds will likely be supplemented by another $73.4 million
12 in the near future.
b.

13

By its own admission, the SAB continues to approve apportionments for new

14 construction projects. In particular, the SAB admits that it has continued to approve projects under
15 the Facility Hardship and Seismic Mitigation Program. Funding for these projects comes from
16 monies designated for new construction projects by Proposition 1D and the SFA.
17

49.

Based on the foregoing, the SAB’s actions are arbitrary, capricious, unlawful, and

18 without right. Accordingly, this Court should issue a writ of mandate, or other relief deemed
19 appropriate by the Court, directing and commanding Respondent to set aside its determination
20 regarding the lack of availability of state funds for new school construction, and to immediately
21 rescind its determination, until such time as Respondent completes and fulfills its obligations under
22 the SFA, as described above.
23

50.

The maintenance and prosecution of this action will, if successful, result in the

24 enforcement of important rights affecting the public interest and will confer a significant benefit on
25 the general public or a large class of persons and, thus, Petitioner may recover attorneys’ fees under
26 Code of Civil Procedure § 1021.5.
27

WHEREFORE, Petitioner seeks relief and judgment as set forth herein.

28
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1

SECOND CAUSE OF ACTION

2

[Petition for Writ of Administrative Mandate Pursuant to

3

Code of Civil Procedure § 1094.5]
51.

4

Petitioner hereby incorporates the allegations of the foregoing paragraphs as though

5 set forth in full herein by this reference.
52.

6

Petitioner challenges SAB’s determination that state funds for new school facility

7 construction are not available. Petitioner challenges the SAB’s decision made as a result of a
8 proceeding in which by law a hearing was required to be held, evidence was required to be taken,
9 and discretion in the determination of facts was vested in the SAB. To the extent required by law,
10 Petitioner has exhausted all available administrative remedies, including without limitation, by
11 submitting detailed correspondence to the SAB regarding its inability to find that state funds for
12 new school facility construction are not available. Petitioner’s sole remedy is issuance of a
13 peremptory writ of administrative mandate by this Court because Petitioner does not have a plain,
14 speedy, and adequate remedy in the ordinary course of law.
53.

15

The SAB’s determination that state funds for new school facility construction are not

16 available constitutes a prejudicial abuse of discretion in that the SAB failed to proceed in the manner
17 required by law, its decision is not supported by the findings, and the findings are not supported by
18 substantial evidence, but rather are conjecture, hearsay, and opinion (as opposed to the analysis
19 offered by Petitioner that remains unrefuted), including without limitation:
a.

20

Funds for new school facility construction are available. Per Government

21 Code § 65995.7, the only funds that are excluded from this determination are SFA Article 11 funds.
22 The SAB’s own records demonstrate that the State has approximately $150 million in non-Article
23 11 funds available. These funds will likely be supplemented by another $73.4 million in the near
24 future.
b.

25

By its own admission, the SAB continues to approve apportionments for new

26 construction projects. In particular, the SAB admits that it has continued to approve projects under
27 the Facility Hardship and Seismic Mitigation Program. Funding for these projects come from
28 monies designated for new construction projects by Proposition 1D and the SFA.
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c.

1

The SAB’s findings are not supported by substantial evidence in the record,

2 i.e., evidence that is of ponderable legal significance, reasonable in nature, credible, and of solid
3 legal value. Indeed, a review of the findings demonstrates the utter dearth of any credible evidence
4 supporting the SAB’s determination that funds for new school facility construction are not available.
5 As the SAB’s findings are not supported by substantial evidence in the record, the SAB has
6 prejudicially abused its discretion.
7

54.

Based on the foregoing, the SAB has violated its duties and has failed to proceed

8 in the manner required by law. The findings the SAB purported to make do not support its
9 determination and the findings are likewise not supported by substantial evidence in the record. The
10 SAB substituted its judgment instead of applying the applicable statutory provisions. Accordingly,
11 this Court should issue a writ of mandate, or other relief deemed appropriate by the Court, directing
12 and commanding Respondent to set aside its determination regarding the lack of availability of state
13 funds for new school construction, and to immediately rescind its determination, until such time as
14 Respondent completes and fulfills its obligations under the SFA, as described above.
15

55.

The maintenance and prosecution of this action will, if successful, result in the

16 enforcement of important rights affecting the public interest and will confer a significant benefit on
17 the general public or a large class of persons and, thus, Petitioner may recover attorneys’ fees under
18 Code of Civil Procedure § 1021.5.
19

WHEREFORE, Petitioner seeks relief and judgment as set forth herein.

20

THIRD CAUSE OF ACTION

21

[For Declaratory And Injunctive Relief Pursuant to

22

Code of Civil Procedure §§ 1060, 526, and 527]

23

56.

Petitioner hereby incorporates the allegations of the foregoing paragraphs as though

24 set forth in full herein by this reference.
25

57.

An actual controversy exists between Petitioner and Respondent, involving

26 substantial questions regarding whether state funds are available for new school facility
27 construction, and, thus, whether the SAB may legally authorize the imposition of Level 3 fees.
28 Petitioner contends, for the reasons set forth above, that state funds are available for new school
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1 construction and that the SAB cannot, thus, legally authorize the imposition of Level 3 fees.
2

58.

Petitioner is informed and believes, and thereon alleges, that Respondent disputes

3 the foregoing contentions and maintains the contrary, such that an actual controversy now exists
4 between the parties.
5

59.

Accordingly, declaratory relief is appropriate and necessary to determine the

6 controversy, to judicially declare the unlawfulness or invalidity of Respondent’s actions, and to
7 provide appropriate declaratory and injunctive relief.
8

60.

The finding that state funds are not available by Respondent and concomitant

9 authorization for school districts to charge Level 3 fees on new development projects will cause
10 irreparable and permanent harm, and will unlawfully burden and deter the production of much11 needed housing and other development, to the detriment of the public at large, as set forth above.
12

61.

To remedy Respondent’s violations of law, as described above, Petitioner seeks a

13 judicial declaration that Respondent’s determination that funds are “not available” and its approval
14 of the Level 3 fee increase was invalid and that Respondent’s actions were contrary to law. Such a
15 declaration is a necessary and proper exercise of the Court’s power to prevent future actions by
16 Respondent in violation of the law, and Petitioner also seeks equitable relief, including but not
17 limited to injunctive relief.
18

62.

In addition, the Respondent’s actions will cause irreparable and permanent harm, and

19 will unlawfully and unnecessarily expose Petitioner and its members to fees not justified by project
20 impacts, to the detriment of the public at large, as set forth above.
21

63.

Petitioner has no adequate remedy at law to prevent or mitigate the imminent harm

22 and actions described above, have exhausted all available administrative remedies, and therefore
23 issuance of temporary, preliminary, and permanent injunctive relief is necessary to restrain and
24 enjoin Respondent, and all others acting in concert, from in any way seeking to impose or authorize
25 the imposition of the unlawful and unprecedented Level 3 fees.
26

64.

To remedy Respondent’s violations of their obligations, as described above,

27 Petitioner seeks equitable relief, including a judicial declaration of the Respondent’s obligations.
28

WHEREFORE, Petitioner seeks relief and judgment as set forth herein.
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1

PRAYER FOR RELIEF

2

Petitioner prays for relief as follows:

3

1.

For issuance of a Writ of Mandate:
(A)

4

Directing Respondent to immediately rescind and set aside its determination

5 purporting to find that state funds for new school facility construction are not available at this time,
6 and any resolution reflecting that determination; and
(B)

7

Commanding Respondent to refrain from taking any further actions in

8 furtherance or implementation of any finding or determination as to the availability of state funds
9 for new school facility construction, and commanding Respondent to refrain from giving any
10 notification to the Chief Clerk of the Assembly or to the Secretary of the Senate, or otherwise,
11 purporting to communicate any determination as to the availability of funds for new school facility
12 construction, unless and until Respondent conforms its actions to controlling law, including without
13 limitation, Government Code § 65995.7;
14

2.

For the declaratory relief as requested above;

15

3.

For a temporary restraining order and/or preliminary injunction ordering Respondent

16 to refrain from implementing or giving notice of any SAB determination purporting to find that state
17 funds for new school facility construction are not available at this time, and enjoining Respondent
18 from taking any action purporting to determine that the conditions of Government Code § 65995.7
19 exists, or purporting to authorize the imposition of Level 3 school fees, while this action is pending;
20

4.

For a permanent injunction ordering Respondent to refrain from implementing or

21 giving notice of any SAB determination purporting to find that state funds for new school facility
22 construction are not available at this time, and enjoining Respondent from taking any action
23 purporting to determine that the conditions of Government Code § 65995.7 exists, or giving notice
24 of any such determination or otherwise purporting to authorize Level 3 school fees;
25

5.

For an award of reasonable litigation expenses, and costs and attorneys’ fees as

26 permitted or required by law, including but not limited to, California Code of Civil Procedure §
27 1021.5, California Government Code § 800, and other statutory and common law; and
28

6.

For such other relief as the Court deems just and proper.
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1

Dated: May 24, 2016

RUTAN & TUCKER, LLP

2
3
Matthew D. Francois
Attorneys for Plaintiff and Petitioner
CALIFORNIA BUILDING INDUSTRY
ASSOCIATION

4
5
6
7
8
9
10

11
12
13
14
15
16

17
18

19
20
21

22
23
24
25

26
27
28
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Exhibit A

SCHOOL FACILITY PROGRAM
Available Funds (in Millions) As of May 25, 2016
G

Program

New Construction

Original Bond
Allocation

$1,900.0

Seismic Repair

Modernization
Career Technical Education
High Performance Schools
Overcrowding Relief
Charter School
Joint Use
SUBTOTAL

3,300.0
500.0
100.0
1,000.0
500.0
57.5 B
$7,357.5

Estimated
Approvals for
May 25, 2016

Remaining Bond
Authority as of
April 20, 2016

$0.0
91.3
11.9
11.5
0.0
8.4
172.8
0.0
$295.9

-$1.4
-0.1
0.4
1.1

Remaining Bond
Accumulated
Authority as of
Miscellaneous
Unfunded Approvals
May 25, 2016
Adjustments for
as of
May 25, 2016 (excludes Unfunded
April 20, 2016
Approvals)
Prop. 1D - $7.3 Billion - November 2006

Adjustments
Per SFP
Regulations

$6.0

-6.0

1.1

$1.1

$0.0

$0.0

$4.6
91.2
12.3
6.6
0.0
9.5
172.8
0.0
$297.0

-$5.1
-1.8

A

Estimated
Unfunded
Approvals for
May 25, 2016

Special Items

Remaining Bond
Authority as of
May 25, 2016
(includes Unfunded
Approvals)

-$4.0
-0.9
-0.9

-139.1

-2.9
-1.1

-$146.0

-$9.8

$0.0

$0.6
85.2
9.6
6.6
0.0
6.6
32.6
0.0
$141.2

F
F

F
F

Prop. 55 - $10 Billion - March 2004
New Construction
Modernization
Critically Overcrowded Schools
Charter School
Joint Use
SUBTOTAL

$4,965.8
2,250.0
2,440.0

C

300.0
66.7

$6.0
0.0
0.0

D

62.1
E

-$4.7

$1.3
0.0
0.0

1.0

63.1

0.0

$1.3
0.0
0.0
-$59.5

$0.2

-$59.5

$0.2

3.8

0.0

$10,022.5

$68.1

-$3.7

$0.0

$0.0

$64.4

$6,250.0
3,300.0
1,700.0

$0.2
0.0
0.0

100.0

31.1

31.1

50.0

0.0

0.0

$11,400.0

$31.3

$0.0

$0.0

$0.0

$31.3

$28,780.0

$395.3

-$2.6

$0.0

$0.0

$392.7

F

F

0.0
A

$0.0

$5.1

Prop. 47 - $11.4 Billion - November 2002
New Construction
Modernization
Critically Overcrowded Schools
Charter School
Joint Use
SUBTOTAL

TOTAL PAGE 1

D

$0.2
0.0
0.0

$0.2
0.0
0.0
-$27.3

$0.5

4.3

-$27.3

$0.5

$0.0

$4.5

-$232.8

-$9.1

$0.0

$150.8

0.0
A

Balance of bonding authority excludes unfunded approvals.
The original bond allocation of $29 million augmented by $21 million from Prior Bond Funds to Joint Use at the 06/27/07 SAB meeting and $7.5 million at the 7/23/08 SAB meeting pursuant to Assembly Bill 127, Chapter 35, Statutes of 2006 (Perata/Nunez).
The original bond allocation of $4,960,000,000 augmented by $5,831,911 from Prior Bonds at the 10/6/2010 SAB meeting.
It includes the transfer of Critically Overcrowded School Facilities Program Funds to New Construction (transfers in Prop. 55 includes: $268.8 million approved at the 1/25/2006 SAB meeting, $318.3 million approved at the 9/23/2009 SAB meeting, $225 million approved at the
8/4/2010 SAB meeting, $211.7 million approved at the 12/15/2010 SAB meeting, $145 million at the 4/25/2012 SAB meeting, $30.4 million after the 3/20/2013 SAB meeting, and $32,297 after the 3/26/2014 SAB meeting per SFP Regulation Sections 1859.154 (c); transfer in Prop. 47
includes: $700 million approved at the 3/25/2009 SAB meeting, $68.1 million approved at the 9/23/2009 SAB meeting, and $58,644 after the 3/26/2014 SAB meeting).
E Original bond allocation of $50,000,000 augmented by $15,547,233 from the State School Building Aid Fund at the 2/28/2007 SAB meeting and by $1,232,224 from Prior Bonds at the 10/6/2010 SAB meeting.
F Total authority is not available at this time. There are outstanding accounts receivables of $6,169 for Modernization, $557,047 for Career Tech, $1,369,244 for Overcrowding Relief, and $7,900 for Charter in Proposition 1D;
$483,747 for New Construction and $1,364,357 for Charter in Proposition 55; and $136,615 for New Construction in Proposition 47.
G Prop 1D Career Tech ($6.0 million) bond authority has been transferred to Prop 1D New Construction pursuant to SFP Regulation Sections 1859.70.4 and 1859.190.
A
B
C
D
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Available Funds (in Millions) As of May 25, 2016
Program

Original Bond
Allocation

Remaining Bond
Authority as of
April 20, 2016

Estimated
Approvals for
May 25, 2016

Adjustments
Per SFP
Regulations

Miscellaneous
Adjustments for
May 25, 2016

Remaining Bond Authority
as of May 25, 2016
(excludes Unfunded
Approvals)

Accumulated
Unfunded
Approvals as of
April 20, 2016

Estimated
Unfunded
Approvals for
May 25, 2016

Remaining Bond Authority
as of May 25, 2016
Special Items
(includes Unfunded
Approvals)

Prop. 1A - $6.7 Billion - November 1998
New Construction

$2,900.0

$0.0

Modernization

2,100.0

0.0

0.0

Hardship

1,000.0

1.3

1.3

Class Size Reduction

$0.1

$0.1

700.0

0.0

$6,700.0

$1.3

$0.1

$0.0

$0.0

$1.4

TOTAL FROM PAGE 1

$28,780.0

$395.3

-$2.6

$0.0

$0.0

GRAND TOTAL

$35,480.0

$396.6

-$2.5

$0.0

$0.0

SUBTOTAL

$0.1
0.0
-$1.3

0.0

0.0

0.0
A

-$1.3

$0.0

$0.0

$0.1

$392.7

-$232.8

-$9.1

$0.0

$150.8

$394.1

-$234.1

-$9.1

$0.0

$150.9

NEEDS ASSESSMENT/EMERGENCY REPAIR PROGRAM
C

Program

Appropriation

Remaining
Settlement as of
April 20, 2016

Estimated
Approvals for
May 25, 2016

Adjustments Per
SFP Regulations

Miscellaneous
Adjustments for
May 25, 2016

Remaining Settlement as
of May 25, 2016 (excludes
Unfunded Approvals)

Accumulated
Unfunded
Approvals as of
April 20, 2016

Estimated
Unfunded
Approvals for
May 25, 2016

Special Items

Remaining Settlement
as of May 25, 2016

SB 6, Chapter 899, Statutes of 2004
Needs Assessment Program (SFNAGP)

$2.5

$0.0

Emergency Repair Program (ERP)

800.0

3.1

$4.1

$0.0

TOTAL

$802.5

$3.1

$4.1

$0.0

$0.1

7.3

$0.1

$7.3

$0.0
7.3
B

$0.0

$0.0

$0.0

$7.3

A Balance of bonding authority excludes unfunded approvals.
B Balance of settlement authority excludes unfunded approvals.
C ERP adjustment of $0.1 million made due to reconciliation with State Controller's Office as of 4/30/2016.
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Exhibit B

Projects with Two Non-Participations in the Priority in Funding Process Occurence
Pursuant to School Facility Program Regulations Section 185950.3
updated December 10,2015

County

School District

CALAVERAS
CALAVERAS UNIFIED
CONTRA COSTA JOHNSWETT UNIFIED
CONTRA COSTA PITTSBURG UNIFIED
EL DORADO
EL DORADO UNION HIGH
ELDORADO UNION HIGH
EL DORADO
KERN
KERN COUNTYOFFICE OF EDUCATION
LOS ANGELES
BELLFLOWER UNIFIED
LOS ANGELES
LOS ANGELES COUNTY OFFICE OF EDUCATION
LOS ANGELES
ROWLAND UNIFIED
LOS ANGELES
ROWLAND UNIFIED
MERCED
MERCED COUNTY OFFICE OF EDUCATION
PLACER
LOOMIS UNION ELEMENTARY
RIVERSIDE
DESERT SANDS UNIFIED
RIVERSIDE
DESERT SANDS UNIFIED
SAN BERNARDINO COLTON-REDLANDS-YUCAIPA ROP
SAN BERNARDINO SAN BERNARDINO COUNTY OFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTY OFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTY OFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTY OFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTYOFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTYOFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTY OFFICE OF EDUCATION
SAN BERNARDINO SAN BERNARDINO COUNTY OFFICE OF EDUCATION
SAN BERNARDINO SNOWLINE JOINT UNIFIED
SAN BERNARDINO SNOWLINE JOINT UNIFIED
SAN DIEGO
GROSSMONT UNION HIGH
SAN DIEGO
GROSSMONT UNION HIGH
SAN DIEGO
SANTEE ELEMENTARY
SAN JOAQUIN
STOCKTON UNIFIED
SAN MATEO
SEQUOIA UNION HIGH
SANTA CLARA
OAK GROVE ELEMENTARY
SANTA CLARA
SANTA CLARA COUNTYOFFICE OF EDUCATION
SHASTA
SHASTA COUNTY OFFICE OF EDUCATION
SISKIYOU
SISKIYOU UNION HIGH
SISKIYOU
SISKIYOU UNION HIGH
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
STANISLAUS
CERES UNIFIED
VENTURA
SIMI VALLEY UNIFIED
YUBA
MARYSV1LLE JOINT UNIFIED
YUBA
MARYSV1LLE JOINT UNIFIED
YUBA
MARYSV1LLE JOINT UNIFIED

Application
Number

Program

Approval

SAB Unfunded
Approval

Financial Hardship
Apportionment

50/61554-00-004
50/61697-00-004
59/61788-00-001
59/61853-00-001
59/61853-OCW301
55/10157-98-001
59/64303-00-003
57/10199-00021
57/73452-00028
57/7345200028
50/1024900035
57/5684500004
55/6705800005
55/6705800005
59/7413800015
50/1036302056
50/1036303060
50/1036304029
50/1036304032
50/1036303065
50/1036303085
50/1036304037
50/1036304037
55/7395700001
55/7395700002
50/68130-13004
50/68130-13004
50/6836100005
55/6867600002
55/6906200001
57/6962500024
50/1043900011
50/1045400007
55/7046600002
59/7046600001
50/7104300014
50/7104300020
50/71043-00023
50/7104300024
50/7104300026
57/7104300010
57/7104300010
57/7104300011
57/7104300011
57/7104300012
57/7104300012
51/7260300001
50/7273600026
50/7273600031
51/7273600001

New Construction
New Construction
Career Tech Rehabilitation
CareerTech Rehabilitation
CareerTech Rehabilitation
CareerTech NewConstruction
CareerTech Rehabilitation
Modernization
Modernization
Modernization
NewConstruction
Modernization
CareerTech NewConstruction
CareerTech NewConstruction
CareerTech Rehabilitation
NewConstruction
NewConstruction
NewConstruction
NewConstruction
NewConstruction
NewConstruction
NewConstruction
NewConstruction
Career Tech New Construction
CareerTech NewConstruction
NewConstruction
NewConstruction
NewConstruction
CareerTech NewConstruction
CareerTech NewConstruction
Modernization
NewConstruction
NewConstruction
CareerTech NewConstruction
CareerTech Rehabilitation
NewConstruction
New Construction
NewConstruction
NewConstruction
NewConstruction
Modernization
Modernization
Modernization
Modernization
Modernization
Modernization
Facility Hardship
NewConstruction
NewConstruction
Facility Hardship

G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
D
G
G
G
D
D
D
D
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G
G

3/12/2013
3/23/2011
3/12/2013
10/6/2010
8/22/2012
10/6/2010
12/12/2012
6/22/2011*
5/25/2011
8/22/2012
1/27/2010
8/4/2010
10/6/2010
8/22/2012
10/26/2011
8/26/2009
8/26/2009
9/25/2012
8/26/2009
1/2272014
3/26/2014
1/22/2014
3/26/2014
10/6/2010
10/6/2010
8/20/2013
8/20/2013
12/15/2010
10/26/2011
10/1672014
9/25/2012
9/25/2012
11/4/2009
10/6/2010
10/6/2010
4/28/2010
5/26/2010
5/2672010
5/26/2010
5/2672010
5/26/2010
8/22/2012
5/26/2010
8/2272012
6/23/2010
8/22/2012
7/10/2013
12/15/2010
12/14/2011
2/24/2015

0.00
0.00
0.00
0.00
0.00
0.00
0.0D
14,269.00
0.00
0.00
2,119,608.00
0.00
0.00
0.00
0.00
189,533.00
1,404,885.50
2,828,287.00
2,177,509.00
126,527.50
"2,197.50
708,426.00
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High Fees and Lower FHA Limits “Impact” Growth
A Plea to Government Officials for Reform
In this report, we dig into the reasons why housing growth has been muted, which we firmly believe is due to
supply governors as opposed to a lack of demand. We believe excessive impact fees and low FHA loan limits
in a financing world absent of subprime are among the key reasons for the disappointing trajectory of housing
unit growth. Specifically, impact fees, which are paid by builders to fund local resources including schools,
transportation, utilities and environmental mitigation, continued to inflate throughout the past decade despite a
severe contraction in home prices. These rising fees have had a negative effect on builders’ ability to
generate acceptable returns on affordable housing in a new, risk-averse world. Additionally, restrictions
placed on density in many municipalities are adding fuel to the fire, making it difficult for builders to offset
these high fees. Lastly, without a subprime market, the 2014 reduction of FHA loan limits has capped the
number of families that can fulfill the American dream of homeownership, which is very much still alive.
Therefore, we expect the shape of the housing recovery to be elongated unless loan limits are revised
upward, impact fees are reduced or builders begin to accept greater risk from currently conservative levels.


If You Build It, They Will Come… But Impact Fees Make the Math Challenging: There is a high level
of frustrated “would-be” buyers that cannot find suitable homes. This is not simply a matter of “want,” as
excess vacancies have been absorbed and household formations accelerated to a near-normal level of
1.325 million in 2015. While many builders agree with our thesis and some have had success delivering
affordable, entry-level product, many argue that it is difficult to make the numbers work in certain markets
given restrictive local density requirements and excessive impact fees, which average 20% of finished lot
costs. Notably, while all other costs, including land, materials and labor, reset with declining home prices
during the downturn, impact fees continued to inch higher, expanding as a percentage of home values.



California, We Have an [Impact Fee] Problem: Across 37 key markets analyzed, the average impact
fee is currently $21,000 per home, up 45% from 2005’s level of $14,500. Fees range from as low as
$2,600, on average, in Houston to more than $72,000 in the Bay Area. From an absolute basis, California
markets represented six of the seven highest impact fee markets, with Metro D.C. ($40,800, ranking sixth)
representing the only non-California MSA to crack the top seven. While the situation in California seems
bad, there is risk that it could become even worse if a school bond measure on the ballot is not passed in
November, which would result in $15-30,000 increases to current impact fees per home.



Higher Fees + Lower FHA Loan Limits = First-Time Buyer Pain: Given more lenient underwriting
standards and down payment requirements, FHA/VA loans are the mortgage financing vehicle of choice
for the majority of entry-level buyers today. Therefore, while builders need to underwrite new entry-level
deals within FHA loan limits, the math becomes problematic when considering an average 45% increase
in impact fees over the last decade combined with 20%-plus reductions in FHA loan limits in 2014 in
many key housing markets. Across our sample, impact fees represent 5% of current FHA loan limits, on
average. While this figure is not overly punitive, fees range from just 1% in Houston, Virginia Beach and
Atlanta to 14% in the Inland Empire, 13% in Sacramento and Fresno and 12% in San Francisco. Other
notable markets with above-average fees as a percentage of current FHA loan limits include San Diego
(9%), Los Angeles (8%), Portland, Denver, Orlando, Chicago, Las Vegas and Metro D.C. (7% each).



The Chicken and Egg Dilemma; Low Fees Appear to Support High Growth: Many markets with low
impact fees and more lenient density requirements, including key MSAs in Texas and the Carolinas, have
seen single-family starts rebound to 60% or more of peak levels. On the other hand, many markets with
above-average permit fees have seen more muted recoveries to less than 35% of peak levels, including
the Inland Empire, Sacramento, Fresno, Chicago, Las Vegas and Phoenix. Clearly, impact fees are not
the only driver of growth in a housing market; however, we do believe that municipalities with more
accommodative development policies and fewer density restrictions have provided an environment that
has spurred job relocations, expansion in affordable housing stock and meaningful economic growth.

Please refer to the end of this report for relevant disclosures and contact
information for Zelman & Associates’ research analysts.

High Fees and Lower FHA Limits “Impact” Growth

March 28, 2016

Executive Summary
Over the past several years, the trajectory of single-family new construction has been quite disappointing to
industry constituents and the investment community. Many question why single-family housing starts have
expanded at such tepid growth rates relative to past cycles, particularly after bottoming at the lowest level
since World War II during the Great Recession. On one hand, total housing starts have doubled from a
modern-history low of 554,000 in 2009 to a current run rate of roughly 1.1 million. However, average annual
production over the past five years has equaled just 886,000 versus normalized demand of approximately
1.55 million units based on organic household formation (1.35 million) and replacement demand (200,000).
The issue has been more pronounced in single family, which has endured a more subdued recovery of 64%
to 714,000 in 2015 from a Great-Recession bottom of 434,000 in 2011. Single-family starts are considerably
below the 1991 recessionary trough of 835,000, yet the U.S. has nearly 30 million more households. In fact,
we estimate that single-family starts stand 35% below normalized demand. (See Exhibit 1)
While conventional wisdom suggests demand is to blame for the disappointing growth trajectory in housing,
we believe the problem is rooted in a lack of inventory of affordable housing. The fact that home prices
continue to appreciate meaningfully at near-trough levels of activity supports this notion.
In this report, we dig into the reasons why housing growth has been muted, which we firmly believe is due to
supply governors as opposed to a lack of demand. We believe excessive impact fees and low FHA loan limits
in a financing world absent of subprime are among the key reasons for the disappointing trajectory of housing
unit growth. Specifically, impact fees, which are paid by builders to fund local resources including schools,
transportation, utilities and environmental mitigation, continued to inflate throughout the past ten years despite
a severe contraction in home prices. These rising fees have had a negative effect on builders’ ability to
generate acceptable returns on affordable housing in a new, risk-averse world. Additionally, restrictions
placed on density in many municipalities are adding fuel to the fire, making it difficult for builders to offset
these high fees. Lastly, without a subprime market, the 2014 reduction of FHA loan limits has capped the
number of families that can fulfill the American dream of homeownership, which is very much still alive.
Therefore, we expect the shape of the housing recovery to be elongated unless loan limits are revised
upward, impact fees are reduced or builders begin to accept greater risk from currently conservative levels.
In several key housing markets, including all major California MSAs, Denver, Orlando, Chicago, Las Vegas
and Metro D.C., impact fees represent at least 7% of current FHA loan limits (ranging as high as 14%)
regardless of product type or density, making it difficult for builders to deliver new product within these FHA
loan limits. In order for housing starts to grow at a faster pace, thereby resulting in accelerating job growth
and broader economic expansion, local governments need to re-evaluate excessive impact fees and make
more reasonable decisions surrounding urban planning. Although we acknowledge that many builders remain
too risk averse and focused on margin rather than returns, which has prevented increased land investment in
outlying areas, our analysis has revealed that many markets with low impact fees and lenient density
requirements, including MSAs in Texas and the Carolinas, have seen single-family housing starts rebound to
60% or more of peak levels. On the other hand, many markets with above-average permit fees have seen
more muted recoveries, with single-family permits in markets such as the Inland Empire, Sacramento, Fresno,
Chicago, Las Vegas and Phoenix standing at 35% or less of peak levels.
We believe municipalities should take a refreshed look at development policies including impact fees and
density restrictions, which will prompt both residential and non-residential construction activity to help local
economies expand and increase local taxable income. Additionally, the FHA should consider the cost to build
a new entry-level home when setting loan limits across markets rather than simply benchmarking off of
median existing home prices, which have been depressed by distressed sales in recent years. This will also
help to meet the societal needs of a changing population by increasing the supply of affordable shelter for
young adults. With mortgage rates near record low levels and rents climbing by as much as 10% annually in
supply-constrained markets, affordability scales are tipped significantly in favor of owning a home rather than
renting. We believe consumers are significantly better off with a fixed-rate mortgage for 30 years than facing
the variability of rising rents every year.
We remain bullish on the housing recovery, as our survey work and demographic analyses suggest that
young adults are forming households, families are expanding, and Millennials have the income, credit and
desire to own a home. The American dream is very much still alive, but overly-restrictive local government
policies are standing in the way of an even stronger recovery.
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Exhibit 1: Single-Family Housing Starts Up 64% From the Trough, But Remain 35% Below Normal

Normalized Demand Range = Household Formation + Replacement
Normalized
Demand
Single-Family

2015 New Construction Starts
Versus
Relative to
Growth
Trough
Normalized

1,150,000

10%

64%

-34%

Multi-Family

360,000

11%

253%

1%

Manufactured Housing

75,000

7%

42%

-13%

1,585,000

11%

100%

-25%

Total

Note: Normalized demand assumes balanced vacancy rates with household formation augmented by replacement demand.
Source: Zelman & Associates analysis

Demographic and Economic Conditions Paint a Favorable Backdrop for Entry-Level Buyers
During the first few years of the housing upturn that commenced in 2012, the answer for the slow growth was
clearly due to an anemic job environment, weak consumer confidence and reluctance among lenders to
provide mortgages and development financing. One could argue the initial years of the U.S. economic
resurgence was a financially-engineered asset recovery by the Fed.
However, employment growth and consumer confidence are on strong footing today, household formations
have accelerated back to normalized levels and mortgage availability has improved substantially. Young adult
employment has surged off of recessionary lows, with 25-34 year old unemployment more than cut in half at
just 5.1% currently. Mortgage availability has also improved, with non-bank lenders leading the charge,
gaining over 30% of market share from traditional banks that are unwilling to provide FHA lending due to
scrutiny from the Department of Justice and other regulatory constraints. Via FHA financing, these non-bank
lenders provide lower-FICO score borrowers access to credit, assuming they have a job and the savings for a
low 3.5% down payment (not the 10-20% punitive down payment erroneously assumed by many). (See
Exhibit 2 and Exhibit 3)
Thus, the wherewithal of young adults to buy homes does exist and should, in theory, be translating into a
more robust recovery. Many speculate that Millennials would rather rent than own, and therefore will simply
stay put in apartments for the foreseeable future. While we agree many will choose to rent, we also believe
married renters that are starting families would very much like to move out to a single-family home. This
decision is largely a reflection of age and lifestyle, with our analysis revealing that 78% of married households
with children live in a single-family home, and this ratio has remained in a tight range of 76-80% over the last
35 years. With the oldest Millennials beginning to enter their 30s and birth rates among this cohort inflecting
positively for the first time in seven years in 2014, we believe this demographic trend is on the verge of
providing a powerful tailwind to single-family housing, as this cohort is roughly 15% larger than its prior
generation (Generation X). (See Exhibit 4 through Exhibit 6)
Simply put, we believe getting married (or coupled) and having kids is the key catalyst to spur a move to
single-family homes, and we see no evidence that the current generation of Millennials is any different than
prior generations in this regard. This is even more confounding considering that mortgage rates stand near
record low levels and rents are climbing by as much as 10% annually in supply-constrained markets. As a
result, the affordability scales are tipped significantly in favor of owning a home rather than renting, with the
current cost of ownership standing 17% below renting an apartment versus an historical discount of 7%. (See
Exhibit 7)
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Exhibit 2: Young-Adult Job Growth Has Rebounded Sharply from Recessionary Lows
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Exhibit 3: Proprietary Zelman Analysis Reveals Household Growth Since Decennial Census
1.6%

1.600

Annual Household Formation in Units in Thousands - left
Annual Percentage Change in Households - right

1.400

1.4%

1.353

1.325

1.5%
1.200

1.1%
1.183

1.156

1.2%

1.124
1.0%

1.4%

1.1%

1.000

1.0%

0.956
0.8%
0.822

0.800

0.8%

0.7%

0.600

0.6%

0.410
0.400

0.350

0.4%
0.4%

0.4%
0.200

0.2%

Zelman & Associates Estimates

Decennial Census
0.000

0.0%
1980-89

1990-99

2000-09

2010

2011

2012

2013

2014

2015

Source: Census Bureau, Zelman & Associates analysis

Zelman & Associates

4

High Fees and Lower FHA Limits “Impact” Growth

March 28, 2016

Exhibit 4: Family Situation and Lifestyle Dictate Type of Shelter
Distribution of Married Households by Age Cohort
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Exhibit 5: Birth Rates Accelerate for First Time in Seven Years Amidst Economic Growth
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Exhibit 6: 25-Plus Year Old Birth Rates in 2014 Strongest Since 1990
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Exhibit 7: Cost of Ownership Versus Renting More Favorable Than Historical Relationship
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If You Build It, They Will Come… But Impact Fees Make the Math Challenging, According to Builders
Currently, the United States has the lowest level of “for-sale” housing inventory in 30 years, representing a
paltry 1.7% of total households versus a long-term average of 2.5%. Based on our conversations with industry
professionals including builders and real estate agents, there is an exceedingly high level of frustrated “wouldbe” buyers that cannot find suitable homes. This is not simply a matter of “want,” as excess vacancies from
the last housing boom have been absorbed, household formations accelerated to a near-normal level of 1.325
million in 2015, and approximately two-thirds of households are formed by young adults (i.e., Millennials) that
“need” affordable, entry-level housing. (See Exhibit 8 through Exhibit 10)
Last May, we had the honor of presenting to a large audience of leading homebuilders. Our message to these
industry executives was simple – builders should alter their product offerings to address this debilitating void
of entry-level housing in the marketplace, adamantly stating to them that “if you build it, they will come!”
While many builders agreed with our thesis, several countered that it is difficult to make the numbers work in
certain markets given excessive costs and restrictive density requirements by local municipalities. To be sure,
several builders such as DHI, LGIH and private companies have had success delivering affordable, entrylevel product in many markets across the country, including Texas, Florida and the Carolinas. Additionally, we
believe many builders are putting too much emphasis on margin and failing to account for higher absorption
at the entry-level segment, which in turn can result in strong returns and cash flow even at lower margins.
However, in many key markets that have historically catered to entry-level buyers, such as the Inland Empire,
Sacramento, the Central Valley, Orlando and Las Vegas, builders cited “impact fees” as a considerable cost
impediment in terms of their ability to underwrite and deliver new, affordable product at an acceptable margin
and return.
For reference, based on our survey of land developers, entitlement and city fees represent 10% of total lot
development costs, on average, across the country. In addition, utility and water fees represent an additional
29% of the total development costs, implying local fees equal roughly 40% of the total development cost of a
lot. With development costs equaling roughly half of the entire value of a finished lot, we believe that impact
fees, on average, represent roughly 20% of a finished lot value. However, as we dug into this topic in more
detail, we realized that there are significant variances in this cost across markets, with fees ranging as high as
40-50% of total finished lot costs in several California markets. (See Exhibit 11)
Exhibit 8: Inventory Listed For Sale Sitting at 30-Year Lows
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Exhibit 9: Vacancy Rates Were Extremely Elevated in 2010, Now Approaching Normal
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Exhibit 10: Incremental Household Demand Significantly Intertwined With Young Adults
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Exhibit 11: Local Fees Represent Roughly 40% of Development Costs
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Other
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Sewer/Waterline/Water
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20%

Source: Zelman & Associates Land Development Survey

California, We Have an [Impact Fee] Problem
As part of our research on this topic, we surveyed hundreds of private builders and developers across the
country to quantify current impact fee burdens faced by the industry. It is important to highlight that impact
fees can vary significantly within markets, as fees are charged at the school district/local utility level.
Therefore, we believe our analysis represents an average fee charged within each market, but acknowledge
that actual fees may be lower or higher than these “typical” levels depending on each individual community.
Across 37 key homebuilding markets captured in our analysis that account for 75% of the public builders’
active community count and nearly half of national single-family permit activity, the average impact fee is
currently $21,000 per home, which is up 45% from 2005’s level of $14,500 per home. Fees range from as low
as $2,600, on average, in Houston to more than $72,000 in the Bay Area.
From an absolute basis, California markets (Bay Area, Sacramento, San Diego, the Inland Empire, Los
Angeles and Fresno) represented six of the seven highest impact fee markets, with Metro D.C. ($40,800,
ranking sixth) representing the only non-California MSA to crack the top seven. Aside from Houston, Atlanta
($4,600), Dallas-Fort Worth ($5,200), Virginia Beach ($6,000), San Antonio ($6,300) and Austin ($7,200) were
reported as having the lowest impact fees per home. (See Exhibit 12)
As compared to a decade ago, the most significant increases in impact fees have been witnessed in the Bay
Area ($29,300), Sacramento ($19,500), Metro D.C. ($18,600), Los Angeles ($17,900), Baltimore ($12,500),
San Diego ($12,000) and Denver ($12,000). On the other hand, Fort Myers ($2,500 decline), Virginia Beach
($500), Naples ($500), Houston ($1,400), Raleigh ($1,700) and Phoenix ($1,700) have seen minimal
movement in local fees. (See Exhibit 13)
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Exhibit 12: Impact Fees Average $21,000 Per Home Across Key Markets
$90,000

Typical Impact Fee Per Home

Source: Zelman & Associates Private Homebuilder Survey

Exhibit 13: Average Increase of $6,500 Over Last Decade, But Wide Range Across Markets

Increase in Impact Fee,

$27,500
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Source: Zelman & Associates Private Homebuilder Survey
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Higher Fees + Lower FHA Loan Limits = First-Time Buyer Pain
While the high absolute cost of impact fees in California is not surprising given high property values in these
markets, we extended our analysis one step further to identify which markets face the greatest headwind from
an entry-level affordability perspective. Given more lenient underwriting standards and down payment
requirements, we believe FHA/VA loans are the mortgage financing vehicle of choice for the majority of entrylevel buyers today. Nationally, FHA/VA loans represented 26% of purchase originations in 2015, although this
share is above 50% in many entry-level focused submarkets according to our contacts.
Therefore, we believe that in order for a builder to underwrite a new land deal targeting entry-level buyers, it is
imperative that it can deliver a home at, or below, the current FHA loan limits while also generating an
acceptable return. Anecdotally, we hear from builders that there are often significant differences in
absorptions in communities that fall below FHA loan limits versus those that are even slightly above the
threshold in an identical submarket. This math becomes problematic when considering an average 45%
increase in impact fees over the last decade combined with 20%-plus reductions in FHA loan limits in 2014 in
markets such as Salt Lake City, Sarasota, the Inland Empire, Las Vegas, Fresno, Fort Myers, Orlando,
Phoenix, San Diego, Jacksonville and Cincinnati. (See Exhibit 14)
Across the 37 markets in our sample, impact fees represent 5% of current FHA loan limits on average. While
this figure is not overly punitive, fees range from just 1% in Houston, Virginia Beach and Atlanta to 14% in the
Inland Empire, 13% in Sacramento and Fresno and 12% in San Francisco. Other notable markets with aboveaverage fees as a percentage of current FHA loan limits include San Diego (9%), Los Angeles (8%), Portland,
Denver, Orlando, Chicago, Las Vegas and Metro D.C. (7% each). (See Exhibit 15)
Expressed differently, a builder in the Inland Empire is in the hole by 14% before even purchasing land,
developing the ground and building the home. In Exhibit 16, we provide a hypothetical P&L for a builder that is
attempting to build an entry-level home within the FHA loan limits in Corona, CA (the Inland Empire),
assuming current land prices, construction costs and impact fees. Assuming a sales price of $355,300, which
is the FHA loan limit in the Inland Empire, a builder would generate a paltry net margin of just 3%. While this
margin might be acceptable to some builders if the land is optioned, it leaves minimal cushion for cost
overruns and the builder could even incur a loss if costs are greater than projected. On the other hand, we
show that this deal “pencils” to a 9% net margin at a $385,000 sales price.
Exhibit 14: Current FHA Loan Limits Across Key Housing Markets
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Exhibit 15: Impact Fees Make it Difficult to Build a Home Under FHA Limits in Many Markets
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Exhibit 16: Hypothetical P&L for an Entry-Level Home in Corona, CA (Inland Empire)

Current FHA
Loan Limit
$355,350

Necessary Price
to Make Deal
"Pencil"
$385,000

Direct Construction Costs (1,800 square feet @ $55 per foot)
Raw Land Cost
Land Improvement Costs
Impact Fees
Interest, Taxes & Insurance (~5% of revenue)
Sales Commissions (5% of revenue)
Production Overhead (2.5% of revenue)
Incentives/Closing Costs (2.5% of revenue)
Capitalized Model Sales Office Costs
Warranty Accrual (1% of revenue)
Total Costs

$100,000
$70,000
$60,000
$50,000
$17,770
$17,770
$8,880
$8,880
$7,000
$3,550
$343,850

$100,000
$70,000
$60,000
$50,000
$19,250
$19,250
$9,630
$9,630
$7,000
$3,850
$348,610

Net Profit
Net Margin

$11,500
3%

$36,390
9%

Price

Source: Zelman & Associates analysis
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The Chicken and Egg Dilemma; Low Fees Appear to Support High Growth
Many municipalities increased impact fees during the downturn in an effort to offset reduced tax revenues.
However, the increases appear to be having the opposite effect currently, as there has been a clear negative
correlation between permit growth and impact fees across the country.
As shown in Exhibit 17, single-family housing permits currently stand at 41% of peak levels across the
country. However, many markets with low impact fees as a percentage of FHA loan limits have rebounded to
60% or more of peak levels, including key MSAs in Texas and the Carolinas. On the other hand, many
markets with above-average permit fees as a percentage of FHA loan limits have seen more muted
recoveries, including the Inland Empire, Sacramento, Fresno, Chicago, Las Vegas and Phoenix.
Clearly, impact fees are not the only driver of growth in a housing market; however, we do believe that
municipalities with more accommodative development policies and fewer density restrictions have provided a
favorable environment that has spurred job relocations, expansion in affordable housing stock and meaningful
economic growth. Interestingly, when we have asked builders why they do not attempt to offset high impact
fees with denser product, we often hear that municipalities are unwilling to budge on density requirements
and favor traditional single-family detached product rather than townhomes that would cater to more entrylevel buyers.
Exhibit 17: High Impact Fees Have Impeded Growth in Housing
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Final Thoughts: All Eyes on Upcoming California Elections as Bad Situation Could Become Worse
While the situation in California seems bad, there is risk that it could become even worse. In 1998, the state of
California passed Senate Bill 50, which created a partnership between the state, local governments, school
districts and the development community to provide necessary revenue to fund schools on a go-forward
basis. Under SB-50, development fees are established based on a needs analysis, with a state match and
local bond fees supplementing development fees paid by builders. Over the last 17 years, the program has
funded $130 billion in school facilities, with the state funding $35 billion through four general obligation bond
issuances. Local bond revenue and development fees have made up the remaining portion.
According to our contacts, state funds under this program have effectively been wiped out, and the current
governor has advocated for eliminating the program, which would allow the state allocation board to raise
development fees from the current “Level 2” to “Level 3.” Level 3 fees would result in a minimum increase of
$15,000 in fees per new home, with some municipalities increasing as much as $30,000. For reference, in
Zelman & Associates
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2014 the governor refused to move forward with a proposed bond (SB-2235) that could have replenished the
program’s funds in spite of widespread support in the state Senate, citing an unwillingness to incur additional
state debt.
In an effort to keep the program alive, the California Building Industry Association (CBIA) has filed an initiative
for a new $9 billion bond program that will be voted upon in the upcoming November election. Our builder
contacts in California are optimistic that the measure will pass based on voter polls and the widespread
success of the program over the last 17 years. However, we recognize the risks if the proposal does not pass,
which would result in a significant increase in impact fees for builders across the state off of already sky-high
levels, effectively putting the nail in the coffin for affordable housing.
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Quotes from Private Builder Contacts on Impact Fees


“Of course this makes it challenging to hit entry-level price points. In the high-fee markets like Florida and
Arizona, it can increase effective lot price by 50-60%. Obviously, these fees are a much bigger
percentage of the sales price for entry-level homes, and there is no tangible value to the buyer for these
fees.” – multi-market builder



“It impacts our ability to create entry-level product. We are seeing more fee pressure on affordable
housing impact fees and fees for parks and traffic mitigation.” – western markets developer



“With fees approaching $60,000, it is nearly impossible to deliver a raw lot to an end user that wants to
build a home under $350,000.” – California developer



“It is extremely difficult to provide cost-effective housing for entry-level buyers when you have fees that
can start in the $25,000 per-unit range and easily come close to $100,000 in certain markets. The
buyer/consumer has to absorb this in their purchase price.” – California builder



“It is generally economically infeasible to develop raw lots in the Inland Empire at a price point that allows
for FHA financing. Based on current fee levels, there is inadequate remaining residual land value on
improved lots to both motivate a seller to transact and accommodate a price point below FHA.” –
Southern California developer



“With the addition of regional fees and those fees increasing each year, there will be significant
challenges to providing entry-level homes at a reasonable price.” – Inland Empire builder



“This is a very relevant question and one of the things that is holding growth back. Fees are astronomical
relative to price points. Ironically, I can build an infill unit in Los Angeles and pay $20-30,000 in fees on
$600,000 homes; however, in Riverside County, we pay $55,000 or more on a $350,000 home.
Horizontal development costs in greenfield entry-level markets continue to stall any real new home
inventory. As soon as prices appreciate another 20% and buyers find a way to afford it, then this market
will unlock. Horizontal costs and impact fees are likely killing a lot of entry-level markets in pricier
geographical areas like California.” – Inland Empire builder



“Fees continue to move up and are making it very challenging. It is also the unpredictability of near-term
fee increases that make it challenging.” – San Diego builder



“Most jurisdictions in Northern California have inclusionary housing (or ‘in-lieu’ fees). These drive up fees
by $20-50,000 per door.” – Northern California



“Impact fees vary significantly from community to community, averaging about $50,000 per unit. They are
a huge barrier to building entry-level housing. In the Bay Area, fees vary greatly but when you include
BMR fees (inclusionary affordable housing), they are on average up between 25-100% over the last
decade.” – Northern California builder



“In the Bay Area, the fee combined with the hard-site work costs and land costs create a fixed cost basis
that makes it impossible to deliver entry-level product. The biggest issue with the fees is that most are
fixed, per-unit fees, so the fees are the same whether you build a 1,000 square foot condominium or a
4,000 square foot house. This has created tremendous pressure for builders to build units with more
square footage to recoup their fixed costs and make a profit.” – Bay Area land broker



“New impact fees continue to be introduced to jurisdictions, and raised in jurisdictions where they are
already in effect. Another tax, which raises the home prices.” – Pacific Northwest builder



“Increased impact fees are recognized as value added to our buyers for sure and they support paying
them instead of getting the options and upgrades they really wanted in the house... JUST KIDDING. In
our effort to produce affordable townhomes, it’s not just the impact fees but the City planners’ approval for
the community including design requirements for each building resulting in four types of siding (for
texture) 3-5 paint colors, fencing, landscape upgrades, wetland viewing platforms. The list/rant is long.” –
Seattle builder



“Fees have gone up considerably in many local jurisdictions in recent years. This has made it extremely
difficult in some areas to build affordable entry-level homes.” – Portland builder



“Water has become much more expensive. Those tap fees have gone up significantly.” – Denver
developer
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“Some cities are pushing for higher fees as they were good about maintaining them or even lowering
them during the downturn. Our challenge in the cities of Boulder and Denver is that they both have
Inclusionary Zoning Ordinances to provide affordable homes onsite and/or substantial fees.” – Denver
builder



“It is becoming nearly impossible to deliver entry-level homes in the Denver/Boulder MSA for a number of
reasons, including Colorado’s plaintiff-friendly condo construction defect law statues, but also including
municipal fees. Fees are now becoming a limiting factor in most jurisdictions. The bulk of municipal fees
are not, for the most part, scalable to house size in Colorado jurisdictions. As a result, the high fixed costs
of ANY house in the MSA (fees, but also including basement, foundation, raw water requirements, etc.)
all but prohibit constructing smaller, more-attainable product designed for entry-level buyers.” – Denver
developer



“There has been some movement upward in total fees. Also, Pinal County is in the process of
implementing fees based on the size of the home; other municipalities may follow. If you went back 20
years, impact fees did not exist.” – Phoenix land broker



“The biggest challenge is clearly in the lower price points. Many of the areas for those price points have
high fees, which make it very difficult or prohibitive to provide entry-level product.” – Phoenix developer



“Impact fees have been relatively stable since 2008 but we are starting to see escalations in some
municipalities.” – Phoenix builder



“Impact fees can range to more than $20,000 in some cases and our FHA loan limit is $271,000. It’s
tough to build a home for less than the loan limit with improvements typically running at roughly $30,000
per lot and fees of $15-20,000. Since raw land values haven’t softened much, the math doesn’t work.” –
Phoenix developer



“I built affordable homes 20 years ago. It’s now very challenging building affordable homes when
combining high impact fees with energy efficiency requirements and high land costs. Many municipalities
and/or master-plan communities also have expensive design standards. The labor shortage has also
increased costs.” – Phoenix builder



“Impact fees are a tremendous barrier in several close-in neighborhoods.” – Phoenix builder



“Small municipalities are increasingly looking to new developments to address budgetary issues to avoid
raising volumetric charges and base fees to their constituencies/customers. These fees have a direct
impact on affordable homes as they are charged on a per-connection basis.” – Texas developer



“There were very few increases in impact fees during the recession. It is once again a hotter topic. The
changes in building codes over the last 10 years have raised costs more than impact fees.” – Dallas
builder



“The addition of environmental impact fees on top of traditional water and sewer fees has made it much
more difficult to get the economics to work to build homes in some entry-level markets.” – Dallas builder



“In Dallas, impact fees continue to increase, but in our price range, it is not significantly affecting
affordability.” – Dallas builder



“There are 143 municipalities in the DFW metro area, and each has its own impact fee program. Impact
fees are commonly charged for water, sewer and roadways. In some municipalities, there are also park
fees and tree mitigation fees. Finally, there are city inspection fees, which tend to be modest. The range
is anywhere from $1,000-9,000 per lot. Mature municipalities tend to have low impact fees and emerging
or newer suburbs tend to have the highest fees. (New suburbs are making significant investment in new
infrastructure). Maybe an overall average is $3,000-5,000 per lot. I do not believe impact fees in DFW are
a major headwind to deliver ‘affordable housing’ for first-time buyers. A bigger challenge is the ‘large lot’
zoning requirements that some municipalities impose. This can often make lots too expensive for firsttime product. Overall, impact fees have not increased materially in DFW over the past 10 years.” – Dallas
developer



“Impact Fees (municipal) do not seem to be a big concern; however, developer-generated fees
(Community Foundation, Capitalization, etc.) have gotten excessive in some cases and we feel need to
be pulled back just as lot true ups that became en vogue in 2013-14 are now cycling back down.” –
Houston builder
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“Builders typically pay a tap fee to the utility district of around $1,000-1,200 per lot depending on whether
the district has to bore under a street. This is set by every district. We have seen these fees increase
nominally only because districts want to cover the actual costs charged by the district operators.” –
Houston developer



“Sewer hook-up fees from the county of $3,500 per home and Water #1 fees of $6,000 per home have
risen yearly and are a greater deterrent to affordable homes than city fees. Smaller lots have the same
county fees and costs to develop are not marginally less.” – Kansas City developer



“The impact fees in our market are fairly modest. The Building Industry Association has done a good job
at defeating most proposals for increased fees.” – Louisville builder



“Impact fees are a small part of the issue but not nearly as big as the issue of land prices and overall
development/building costs. At this point, we’d have trouble making a decent margin on homes under
$175,000 if someone gave us land to develop for free.” – Birmingham builder



“Massive changes (especially to ‘mobility fees’ replacing road impact fees) resulting in a dramatically
higher fee grab by localities. There is a major impact on land values for builders to be able to meet entrylevel targets.” – Florida developer



“The rise in impact fees, albeit understandable due to continued pressure on infrastructure needs in the
region, is definitely having an impact on affordability of homes.” – Florida developer



“Cities/counties are starting to raise impact fees across the Orlando market, ranging from $2,000-4,000
per home. Most of it is school impact fees.” – Orlando builder



“Impact fees have trended up, in particular where they were once suspended during the downturn and are
now back. There are no affordable entry-level lots in Orlando, which is why builders are pushing towards
outlying areas such as Polk County to be able to offer single-family homes in the $160,000-170,000 price
point.” – Orlando builder



“Many of these fees were reduced by 50-70% or more during the downturn, but now they are fully back to
2006 levels.” – Orlando builder



“There has been very little movement. During the great recession, some counties had set aside some
impact fees. Those have been reinstated.” – Orlando land broker



“Fee increases over the past 12 months have returned us to market peak fee totals. This has an
immediate effect on our entry-level buyer.” – Sarasota builder



“Lee County reduced impact fees by 80% several years ago and then raised them back to about 45%.
Collier County reduced by about 25% and has been fairly stable.” – Naples developer



“Last March, our area experienced a significant change to the impact fees when the moratorium of an
80% reduction expired, which inevitably creates challenges to all areas within the marketplace. With this
said, however, I do feel that current impact fees are more problematic for multi-family developers who
have to pay these large fees for every unit versus a single-family dwelling.” – Fort Myers developer



“Most local governments have begun the process of increasing impact fees. Higher fees are obviously a
challenge to building affordable homes.” – West Florida developer



“High impact fees are being replaced by even higher ‘mobility fees’ in Pasco County and under discussion
in Hillsborough County. These tend to tax builders more who are the furthest out from the epicenter.
Guess what – that is exactly where an affordable builder has to go to get more affordable land! My
opinion is that the builders are skipping over single-family product for first-time buyers and instead
offering townhouse product at higher density that may be more appealing to Millennials.” – Tampa
developer



“Counties are beginning to collect or increase impacts fees, which is making it very difficult to deliver an
affordable home if the lot also needs to be developed.” – Tampa developer



“In one county, we pay about $1,500 per home. There has been no movement of note in this county over
the last few years.” – Atlanta builder



“No change in our submarkets yet, but much talk by counties and municipalities of impending impact fees
for infrastructure improvements. Also, in some newer cities, there are added out-of-pocket costs for
external improvements that are not included in impact fees (funding roundabouts, public sidewalks on
external roads, etc.). – Atlanta builder
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“Rising fees plus land cost make affordable housing almost impossible to build profitably.” – North
Carolina developer



“In terms of the effect of fees on building affordable homes, that’s a function of whether fees have gone
up and how much relative to home prices. For example, in Harrisburg, NC (Charlotte submarket), fees
have tripled, BUT housing prices are relatively high so the increases can be absorbed. Further, there are
many markets where fees have been cut to incentivize or facilitate the housing recovery. So, in general,
the impact is not as significant as the builder community complains about. There are of course real
exceptions, like in Riverside, NC where fees are up substantially and housing prices have not fully
recovered.” – North Carolina developer



“In Raleigh-Cary, the significant increase in impact fees, combined with a push by local municipalities to
decrease density, has made it challenging to provide entry-level housing.” – Raleigh builder



“Impact fees are making all homes in the D.C. Metro area unaffordable. Fees, in addition to lot costs, are
driving entry-level homes to the outer suburbs. Most jurisdictions raise impact fees on an annual basis.” –
Washington D.C. builder



“Impact fees over the last 10 years have risen more than inflation. Impact fees are like college tuition,
increasing at an unsustainable rate.” – Washington D.C. builder



“In Virginia, they are called proffers and in Maryland, impact fees. In both jurisdictions, these fees have
essentially increased from $0 to levels of $30-50,000 depending upon unit type. These fees range from 510% of the final house price, and they are payable on all segments, entry-level, move-up, active adult,
etc. Land values will vary depending upon the fees as they are generally addressed as a deduction in lot
prices. As house prices have declined, several jurisdictions have reduced the fees, albeit at a lesser
proportional amount. In our market, affordability is being addressed by product as townhouses are
becoming a larger percentage of total closings. Entry-level single-family detached is forced to the outer
markets where opportunities exist without impact fees.” – Maryland developer



“These fees vary greatly by county. A couple of counties have lowered fees a little the last couple of years
but some are still increasing fees.” – Baltimore developer



“Municipal fees increase 3% per year no matter what.” – Philadelphia builder



“Fees have always been a problem in the Philadelphia area. The fees vary dramatically due to the system
of government and service provision. Sometimes they are one in the same. Other times there are private
companies or public authorities that provide utility services. Sewer tap fees range from $1,000 for older
systems with excess capacity to $6,000-7,000 per unit for newer systems. Municipal impact fees tend to
run from $1,000-3,000 per unit. There are typically no or limited water tap fees of less than $1,000 per
unit. The greatest impediment to affordable housing is storm water management costs. In two suburban
townships that require groundwater recharge, the costs could be in excess of $50,000 per lot for a home
greater than 4,000 square feet.” – Philadelphia land broker



“New Jersey has maxed out what they can legally get away with. Eastern Pennsylvania I believe will see
upward pressure on impact fees.” – New Jersey builder



“Several municipalities have lowered fees to encourage development.” – Chicago developer



“There hasn’t been much flexibility at all in terms of reduced impact fees. They remain fairly consistent
with 10 years ago (if not higher in some areas). It varies widely based on the submarket, but typically
impact fees are $25,000-30,000 for the A submarkets.” – Chicago developer



“It makes it impossible [to build entry level]. It’s just like real estate taxes that go up much greater than
inflation due to gross government overspending.” – Chicago builder



“Our impact fees have not been reduced as they should be due to lower land costs. We have had multiple
discussions with the Mayor over the last several years and finally he is meeting with the School System
Administration to discuss changing the fees to a more appropriate level.” – Chicago builder



“Fees in the Columbus market make it very difficult to build affordable homes for entry-level buyers.” –
Columbus builder



“Impact fees and other government agency fees are killing our industry.” – Cleveland builder



“Sewer tap fees have gone up a lot.” – Detroit builder



“Current fees make it tough to build entry level.” – Ann Arbor builder
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Executive Summary
This School Facilities Needs Analysis ("Analysis") has been prepared in accordance with applicable
laws to provide the factual basis for the Fremont Unified School District ("School District") to
consider and, if desired, adopt alternative school facility fees ("Alternative Fees") that may be
collected from residential development in the School District consistent with Section 17620 of the
Education Code and Sections 65995.5,65995.6, and 65995.7 of the Government Code (future code
section references are to the Government Code unless otherwise specified). The Analysis provides
factual information as to the following three (3) elements:
(i)
(ii)
(iii)
A.

Determination by the State Allocation Board ("SAB") of eligibility to receive funds
from the State of California ("State") for new school facility construction;
Designation by the School District of satisfying at least two (2) of the four (4)
statutory school requirements ("Statutory Requirements") set forth in Section
65995.5(b)(3); and
Calculation of the amount of the permissible Alternative Fees authorized by Section
65995.5 ("Alternative No. 2 Fee") and by Section 65995.7 ("Alternative No, 3 Fee").

Eligibility for New Construction Funding from the State
The School District has taken action electing to participate in the School Facilities Program
("SFP") established by Section 17070.10 of the Education Code and authorized a
designated representative to (i) approve, certify, and submit the SAB Forms 50-01, 50-02,
and 50-03 to the SAB and (ii) request an eligibility determination ("Eligibility Determination")
for new construction funding as required by the SFP.
As shown in Exhibits A, B, C, and D, the School District is eligible to receive new
construction funding under the SFP.

B.

Compliance with Statutory Requirements
A review of the records of the School District was accomplished to ascertain if the School
District satisfies at least two (2) of the Statutory Requirements. Table ES-1 summarizes the
Statutory Requirements and identifies those satisfied by the School District as of the date
hereof.
Table ES-1
Summary of Statutory Requirements
Status
Substantial enrollment as defined in Section 65995.5(b)(3)(A) of its
students on a multi-track year-round calendar
Placed at least one (1) general obligation ("GO") bond measure on the
ballot in the last four (4) years, and the measure received at least 50
percent plus one (1) of the votes cast
issued debt or incurred obligations for capital outlay in an amount
equivalent to the percentage of its bonding capacity specified in Section
65995.5(b)(3)(C)
At least 20 percent of the teaching stations are relocatable classrooms

Fremont Unified School District
School Facilities Needs Analysis
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C.

Calculation of Alternative No. 2 Fee and Alternative No. 3 Fee
The facts set forth herein justify on a roughly proportional and a reasonably related basis
that the following amounts meet the requirements of Sections 66000 et seq,, as well as
other applicable legal requirements, including but not limited to Sections 65995,5,65995.6
and 65995.7. The Alternative No. 2 Fee and Alternative No. 3 Fee for the School District are
listed in Table ES-2.
Table ES-2
Alternative Fees (2016$)
Amount per
Square Foot
Alternative No. 2 Fee

$8.19

Alternative No. 3 Fee

$16.38

Attached as Exhibit E is (i) a summary of the school facility planning policies of the School
District and (ii) an estimate of the school facilities cost impacts per square foot of residential
construction. As can be seen from comparing Exhibit E to the recommended Alternative No,
2 Fee and the Alternative No. 3 Fee in Table ES-2, the Alternative Fees are less than the
comparable amounts set forth in Exhibit E and are not sufficient to cover all of the actual
school facilities cost impacts caused by new residential development on the School District.
Therefore, the Alternative No. 2 Fees and the Alternative No. 3 Fees are reasonably related
and roughly proportional to the cost of school facilities for the future development identified
in the Analysis in accordance with applicable laws.
D.

Imposition of Alternative No. 2 Fee and Alternative No. 3 Fee
Prior to the adoption of the Analysis, the public is given a 30-day period to review and
comment on the Analysis, and any written comments received by the Governing Board of
the School District must be responded to. The Governing Board is also required to hold a
public hearing prior to its consideration of the Analysis.
Should the Governing Board of the School District approve the resolution that adopts the
Analysis and the accompanying Alternative No. 2 Fee and Alternative No. 3 Fee, those
amounts would be effective immediately for a period not to exceed 12 months. By approving
the Analysis and the accompanying Alternative Fees, the Governing Board is authorizing
the imposition of the Alternative No. 2 Fee for those periods when the State has new
construction bond funds available and the Alternative No. 3 Fee for those periods when the
SAB Is no longer approving apportionments for new construction due to a lack of funds
available and the conditions in Section 65995.7 have been met.
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I.

General

Upon adoption of Alternative Fees by a school district, such Alternative Fees may be required in
accordance with applicable law. it is anticipated that such adoptionwill specify that Alternative No. 2
Fees will be required as provided in Section 65995.5(a) if the SAB is approving apportionments for
new construction funding, and Alternative No. 3 Fees will be required as provided in Section
65995.7(a), if the SAB is not approving apportionments for new construction funding, and subject to
the suspension of Alternative No. 3 Fees as set forth in Section 65995.7(a)(3).
The Analysis is divided into seven (7) main sections.
»

Section I is the introductory section that generally describes the methodology used in preparing
the Analysis.

»

Section II describes the Eligibility Determination that has been obtained from the SAB, as weli
as documents which of the four (4) Statutory Requirements the School District presently
satisfies.

»

Section 111 projects the unhoused students to be generated by residential development
anticipated to occur in the School District over the next five (5) years ("Future Units") in
accordance with Section 65995.6(a).

»

Section IV identifies any surplus school sites or existing surplus local funds that the School
District might elect in whole or part to use to reduce the impact of the Future Units on the
School District.

»

Section V of the Analysis sets forth the recommended amount of the Alternative No. 2 Fee.

»

Section VI of the Analysis sets forth the recommended amount of the Alternative No. 3 Fee.

»

Finally, Section VII documents facts whereby the School District may make determinations
regarding compliance of the Alternative Fees with Sections 66000 et seq.

Eligibility to Collect Alternative Fees
Eligibility to Receive State Funds
A school district must have been determined by the SAB to be eligible for new construction
funding under the SFP pursuant to Section 65995.5(b)(1).
Statutory Requirements
A school district must satisfy at least two (2) of the four (4) Statutory Requirements in order
to adopt and impose Alternative Fees. The Statutory Requirements are summarized as
follows:
1.

A school district has a substantial enrollment, as defined in Section 65995.5(b)(3)(A)
("Substantia! Enrollment") of its students on a multi-track year-round calendar;

2.

A school district has placed at least one (1) GO bond measure on the ballot in the
last four (4) years, and the measure received at least 50 percent plus one (1) of the
votes cast;
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3.

A school district has issued debt or incurred obligations for capital outlay in an
amount equivalent to a certain percentage of its bonding capacity; and/or

4.

At least 20 percent of the teaching stations within a school district are relocatable
classrooms.

Projected Unhoused Students from Future Residential Development
Total Projected Student Enrollment
In determining the amount of any proposed Alternative Fees, a school district must project in
accordance with Section 65995.6 the total number of students to be generated by Future
Units ("Projected Student Enrollment"). This projection is performed by applying the student
generation rates for residential development over the previous five (5) years of a type similar
to that of the Future Units either in the school district or in the city or the county in which the
school district is located. The projection may be modified by relevant planning agency
information.
Excess Capacity
A school district must identify and consider the number of excess seats, if any, which are
available at each school level (i.e., elementary school, junior high school, and high school).
If surplus seats exist at one (1) or more school levels, the school district must determine
what portion of the excess seats, if any, should be made available to accommodate the
Projected Student Enrollment. The determination may include such considerations as
matriculation of existing students, advance funding from mitigated future residential units,
long term needs of the school district, as well as other relevant factors. Excess seats shall
be determined by comparing capacity as calculated pursuant to Section 17071.25 of the
Education Code to student enrollment.
Projected Unhoused Students
Lastly, a school district must reduce the Projected Student Enrollment by the excess
capacity, if any, that is identified and allocated by the school district to the Future Units to
calculate the number of projected unhoused students ("Projected Unhoused Students").
Surplus Property and Existing Surplus Local Funds
Surplus Property
A school district must identify and make a reasonable allocation of surplus property, if any,
which could be (i) used as a school site and/or (ii) sold to finance additional school facilities
needed to accommodate the Projected Unhoused Students.
Existing Surplus Local Funds
A school district must identify and make a reasonable allocation of existing surplus local
sources, including,local funds, which includes commercial/industrial school fees ("Local
Funds"), if any, that could be available to finance the construction of school facilities needed
to accommodate the Projected Unhoused Students as referred to in Section 65995.5(c)(2)
and 65995.6(b)(3).
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Alternative No, 2 Fee
Student Capacity and Site Size of Future School Facilities
A school district must determine the appropriate number of students to be housed at each
school level. Pursuant to Section 65995.5(h), after this determination has been made, the
school district must calculate the appropriate site size for each school level based on the
"School Site Analysis and Development Handbook" published by the State Department of
Education as that handbook read as of January 1,1998.
Site Acquisition and Site Development Costs
A school district must establish a factual basis for the estimated cost of acquiring property(s)
for a school site(s) or the appraised value of a proposed school site(s). Additionally, the
school district must establish an estimate of the permissible cost of developing such site(s).
The site development cost includes utilities, off-site, and service site development costs.
Total School Facility Costs per Student and Total School Facility Costs
A school district must estimate the total school facility costs per student based on the site
acquisition and the site development costs mentioned above, as well as the amounts
specified in Section 65995.5, which may or may not be adequate to fund the necessary
school facilities. Thereafter, the total school facility costs must be calculated. This
calculation involves multiplying the number of Projected Unhoused Students by the school
facility costs per student set forth in Section 65995.5 and subtracting any available local
sources, including Local Funds, identified by the school district and dedicated to such
portion of future development in the school district.
Residential Square Footage to be Constructed during the Next Five (5) Years
Based on information fromthe county, the city(s) or one (1) or more independent third party
market reports, a school district must estimate the total assessable square footage of the
Future Units.
Alternative No. 2 Fee
A school district must calculate the Alternative No. 2 Fee by dividing the total school facility
costs by the total assessable square footage of the Future Units in accordance with Section
65995.5(c).
Alternative No. 3 Fee
Alternative No. 3 Fee
The Alternative No. 3 Fee is determined by increasing the Alternative No. 2 Fee by an
amount that may not exceed the amount calculated pursuant to Section 65995.5(c),
provided that the calculation of such amount excludes reductions for available local sources,
including Local Funds, identified and dedicated in accordance with Section 65995.7(a).
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11.

Eligibility to Collect Alternative Fees

Section 65995.5 requires that a school district (i) be eligible for new construction funding under the
SFP and (ii) satisfy at least two (2) of the Statutory Requirements to be eligible to impose an
Alternative No. 2 Fee or an Alternative No. 3 Fee. Section II.A provides an evaluation of the
eligibility of the School District for new construction funding under the SFP and Section II.B
documents the School District's satisfaction of at least two (2) Statutory Requirements.
A.

Eligibility to Receive State Funds
The School District has taken action electing to participate in the SFP established by Section
17070.10 of the Education Code. Additionally, the School District authorized a designated
representative to (i) approve, certify, and submit the SAB Forms 50-01,50-02, and 50-03 to the
SAB and (ii) request an Eligibility Determination for new construction funding as required by the
SFP. The School District filed SAB Forms 50-01,50-02, and 50-03 and requested an Eligibility
Determination for new construction funding as required by the SFP on December 14,2007. On
May 28, 2008, the Eligibility Determination of the School District was approved by the SAB.
Subsequently, the School District submitted updated SAB Forms 50-01, 50-02, and 50-03 as
part of its ongoing facilities planning and financing program. The most current SAB Forms 5001,50-02, and 50-03 are incorporated herein as Exhibits A, B, and C, respectively. As shown in
the School District's most current Eligibility Determination from the SAB (attached and
incorporated as Exhibit D), tine School District is eligible for new construction funding under the
SFP for 2,025 students in grades kindergarten through 6,698 students in grades 7 and 8,795
students in grades 9 through 12, 92 non-severe special day class students, and 453 severe
special day class students.

B,

Statutory Requirements
As stated in Section I, a school district must satisfy at least two (2) of the four (4) Statutory
Requirements in order to levy Alternative Fees. What follows are facts establishing that the
School District satisfies at least two (2) of the Statutory Requirements.
1.

Substantial Enrollment on Multi-track Year-Round Schedule
This Statutory Requirement is met if the school district has Substantial Enrollment
on a multi-track year-round schedule. Substantial Enrollment is defined differently
for different types of school districts, as follows:
a.

Unified School Districts and Elementary SchoolDistn'cts. At least 30 percent

of the school district's students in grades kindergarten through 6 are on a
multi-track year-round schedule in the high school attendance area in which
all or some of the new residential units identified in the Analysis are planned
for construction.
b.

High School Districts, (i) At least 30 percent of the high school district's

students are on a multi-track year-round schedule, or (ii) at least 40 percent
of the students in grades kindergarten through 12 within the boundaries of
the high school attendance area in which all or some of the new residential
units identified in the Analysis are planned for construction are on a multitrack year-round schedule.
Fremont Unified School District
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The School District has determined that this Statutory Requirement has not
been satisfied.
2.

General Obligation Bond Measure
This Statutory Requirement is met if the school district has placed a general
obligation ("GO") bond measure on the ballot in the last four (4) years and received
at least 50 percent plus one (1) of the votes cast on one (1) such measure.
The School District has determined that this Statutory Requirement has been
satisfied. This determination is based on the fact that Measure E was placed
before the voters of the School District on the June 3, 2014, ballot and the
measure received an approval rate of 61.18 percent. Please see Exhibit F for
more information on Measure E.

3.

Debt or Obligations for Capital Outlay
This Statutory Requirement is met if the school district has issued debt or incurred
obligations for capital outlay in an amount equivalent to a specified percent of its
local bonding capacity. If the debt does not include debt associated with a MelloRoos Community Facilities District ("CFD") formed by a landowner election after
November4,1998, the threshold is 15 percent. Ifthe debt includes debt associated
with a Mello-Roos CFD formed by a landowner election after November 4,1998, the
threshold is increased to 30 percent. All debt and obligations to be repaid from
property taxes, parcel taxes, special taxes, and the school district's general fund
may be included.
The School District has determined that this Statutory Requirement has been
satisfied. The School District currently has $467,620,385 in outstanding debt.
This outstanding debt consists of $54,570,000 in Certificates of Participation
("COPs") and $413,050,385 in GO bonds issued. This debt represents 52.27
percent of the School District's bonding capacity (see Exhibit G for a
calculation of the School District's bonding capacity).

4.

Relocatable Classrooms
This Statutory Requirement is met if at least 20 percent of the school district's
teaching stations are relocatable classrooms.
The School District has determined that this Statutory Requirement has been
satisfied. The School District currently has a total of 988 permanent
classrooms and 377 relocatable classrooms. This equates to a 27.62 percent
relocatable classroom utilization rate.

C.

Eligibility to Collect Alternative Fees
As determined above, the School District is eligible to receive new construction funding and
currently satisfies at least two (2) of the four (4) Statutory Requirements. As a result, the
School District is eligible to adopt and impose Alternative Fees as provided by applicable
law.
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III.

Projected Unhoused Students from Residential Development over the Next
Five Years

Section 65995.6(a) requires that the School District determine the need for new school facilities for
the Projected Unhoused Students. The calculation of the Projected Unhoused Students shall be
based on historical student generation rates ("SGRs") of new residential units constructed during
the previous five (5) years of a type similar to that of the Future Units. Section III.A calculates the
Projected Student Enrollment. Section III.B sets forth the relevant facts as to the identification of any
excess seats which might be considered by the School District as available at each school level to
house the Projected Student Enrollment, as determined in Section III.A. Finally, Section III.C
calculates the Projected Unhoused Students.
A.

Projected Student Enrollment
As stated above, Section 65995.6(a) specifies the methodology the School District must use
to calculate the Projected Student Enrollment. What follows is a step-by-step description of
this calculation.
1.

Student Generation Rates
In order to calculate SGRs in accordance with Section 65995.6(a), the School
District must identify residential units that (i) were constructed during the previous
five (5) years and (ii) are representative of the Future Units. Residential data
pertaining to the School District was obtained by Dolinka Group, LLC from the Office
of the Assessor ("Assessor") of the County of Alameda ("County"). Using data from
the Assessor of the County and the School District, Dolinka Group compiled a
database from such information containing the addresses of the units that met the
criteria listed above. Parcels in the database were then classified by housing type
(i.e., single family detached, single family attached, and multifamily).
»

Residential units classified as single family detached ("SFD") are defined as
units with no common walls each assigned a unique Assessor's parcel number.

»

The category of single family attached ("SFA") consists of units with common
walls each assigned a unique Assessor's parcel number (e.g., townhomes,
condominiums, etc.).

»

The third type of residential unit, multifamily ("MF"), is defined as a unit with
common walls on an Assessor's parcel on which other units are located.

A total of493 SFD units in the School District were identified as meeting the criteria
stated above. Dolinka Group then obtained a database of all students within the
School District at the beginning of school year 2015/2016. Upon comparison of the
two (2) databases, 327 students were matched to the 493 SFD units, resulting in the
following SGRs for SFD units shown in Table 1.
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Table 1
Student Generation Rates for Single Family Detached Units
Student
Number of
1 Number of
Generation
Students
Rates
Matched
SFD Units
School Level
Elementary School (Grades K-6)

202

493

0.4097

Junior High School (Grades 7-8)

41

493

0.0832

High School (Grades 9-12)

84

493

0.1704

N/A

0.6633

Total

iliiiiiiliSiii

A process identical to the one described above forSFD units was used to determine
SGRs. for SFA units. Dolinka Group examined SFA units constructed over the
previous five (5) years and determined that a total of 238 units meet the criteria
stated above. A comparison of these units to the student database revealed a total
match of 123 students. Table 2 shows a summary of the calculation of the SGRs for
SFA units.
Table 2
Student Generation Ral es for Single Family Attached Units
Student
Number of
Generation
Students
Number of
Matched
SFA Units
Rates
School Level
Elementary School

83

238

0.3487

Junior High School

15

238

0.0630

High School

25

238

0.1050

N/A

0.5167

Total

The process identical to the one described above for SFD and SFA units was used
to determine SGRs for MF units. Doiinka Group examined MF units constructed over
the previous five (5) years and determined that a total of 268 units meet the criteria
stated above. A comparison of these units to the student database revealed a total
match of 39 students. Table 3 shows a summary of the calculation of the SGRs for
MF units.
Table 3
Student Generation Rates for Multifamily Units
Number of
i
•liiiiaii Students
Number of
Matched
MF Units
School Level

Student
Generation
Rates

Elementary School

24

268

0.0896

Junior High School

8

268

0.0299

High School

7

268

0.0261

iflillilSiiliiitfflif
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2.

Future Units
In order to obtain information regarding future residential units, the planning
department of the City of Fremont ("City") was contacted, (please refer to the map
on the following page for a geographic profile of the School District). Based on
correspondence from the City (see Exhibit H), Dolinka Group has determined that
the School District could experience the construction of 6,705 Future Units over the
next five (5) years. Of these 6,705 Future Units, 2,551 units have already mitigated
their impact on the School District through participation in the mitigation agreement
for the Warm Springs community. The impacts for these mitigated units are,
therefore, not included in the calculation of the Alternative No. 2 Fee. Table 4
distinguishes between Future Units by unit type.

j

Unit Type

Table 4
Future Units by Unit Type
Non-Mitigated
Mitigated ,
Future Units
Future Units

Total
Future Units

Single Family Detached

0

1,028

1,028

Single Family Attached

0

1,354

1,354

2,551

1,772

4,323

Multifamily
Total Units

lllilBilIfilSlillliSS

6,705

The projected number of non-mitigated future residential units identified in Table 4
includes units that may result from existing structures that are voluntarily demolished
in order to be replaced by new residential development ("Reconstruction"). For
additional information regarding the imposition of the Alternative No. 2 Fee and
Alternative No. 3 Fee on Reconstruction please refer to Exhibit I.
Additionally, based on information obtained from the Association of Bay Area
Governments ("ABAG"), it is estimated that an additional 7,391 residential units are
projected to be developed within the boundaries of the School District beyond the
next five (5) years.
It should be noted these projections are based on the best available information at
this time and are independent of the projected residential development reported to
the State in SAB Form 50-01.
3.

Projected Student Enrollment
To calculate the Projected Student Enrollment, the number of Future SFD units,
Future SFA units, and Future MF units listed in Table 4 were multiplied by the SGRs
shown in Tables 1, 2, and 3. The results of this operation are shown in Table 5.
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Table 5
Students
Generated
lisp from Mitigated
Future Units
School Level

students
Generated from
Non-Mitigated
Future Units

Total
Projected
Students from
Future Units ..

Elementary School

229

1,052

1,281

Junior High School

76

224

300

High School

67

363

430

1,639

2,011

Total
B.

Current Capacity
Collectively, the School District's school facilities in school year 2015/2016 have a capacity
of 33,632 seats per Section 17071.25 ofthe Education Code. Of these 33,632 seats, 19,155
are at the elementary school level, 4,744 are at the junior high school level, and 9,733 are
at the high school level. These capacities include seats from all new school facility
construction projects funded by the State. Based on student enrollment data for school year
2015/2016, the enrollment ofthe School District is 34,565 students. As shown in Table 6,
student enrollment exceeds facilities capacity at all school levels in school year 2015/2016.

Table 6
Existing School Facilities Capacity and Student Enrollment
2015/2016
2015/2016
Student
Facilities
Capacity [1]
Enrollment[2]
School Level

Excess/
(Shortage)
Capacity

Elementary School (Grades K-6)

19,155

19,581

(426)

Junior High School (Grades 7-8)

4,744

5,076

(332)

High School (Grades 9-12)

9,733

9,908

(175)

33,632

34,565

(933)

Total

[1] See Exhibit B for SAB Form 50-02, and Exhibit J for the Updated School Facilities Capacity Calculation.
[2] Student enrollment provided by the School District,

C.

Projected Unhoused Students
As shown in Table 6, the School District's existing school facilities capacity is not adequate
to house all the students currently being generated from existing residential units.
Accordingly, the School District has no excess facilities capacity to house the Projected
Student Enrollment. Therefore, the Projected Unhoused Students and the Projected
Student Enrollment are identical.
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IV,

Surplus School Sites and Existing Surplus Local Funds

Section 65995.6(b) states that the School District must identify and consider (i) surplus property, if
any, owned by the School District that can be used as a school site or that is available for sale to
finance school facilities, (if) the extent to which projected enrollment growth can be accommodated
at existing school facilities, and (iii) local sources that are available to finance the construction or
reconstruction of school facilities needed to accommodate any growth in enrollment attributable to
the construction of new residential units. Additionally, Section 65995.5(c)(2) requires the School
District to subtract from the school facilities cost impact created by Future Units the amount of Local
Funds that the governing board has dedicated to facilities necessitated by new residential units. To
comply with Section 65995.6(b), the School District has identified and considered property it owns
and has determined that it does possess one (1) site that could be considered surplus (see Exhibit J
for information on this site). The Governing Board will review and re-adopt this Analysis annually,
including a review of this determination and any need to consider property that may then be surplus
to fund school facilities required to accommodate students being generated from existing residential
units, or other students.
As for identifying and considering existing excess capacity that could accommodate the Projected
Student Enrollment generated from non-mitigated Future Units, Table 6 in Section III.B. of this
Analysis illustrates that the School District does not have adequate seats to house all of the
students currently being generated from existing residential units.
Finally, in accordance with Sections 65995.6(b) and 65995.5(c)(2), the School District has
determined that no local sources, including Local Funds, are available to financethe construction or
reconstruction of school facilities needed to accommodate any Projected Student Enrollment
generated from Future Units (see Exhibit L for more detail on local sources, including Local Funds).

T
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V.

Alternative No. 2 Fee

As discussed in Section I, the objective of this Analysis is (i) to determine whether the School
District may adopt Alternative Fees and (ii) to determine the permissible amount of the Alternative
No. 2 Fee and the Alternative No. 3 Fee that the School District is permitted to levy on new
residential development. Based on the findings, determinations, and projections made in Sections II
through IV, Section V contains a step-by-step calculation of the permissible Alternative No. 2 Fee in
accordance with Section 65995.5.
A.

Alternative No. 2 Fee School Facility Costs
As stated in Section 65995.5(c)(1), the initial step in calculating the maximum Alternative
No. 2 Fee is to multiply the number of unhoused students generated from non-mitigated
Future Units by the appropriate per-pupil grant amounts provided in Section 17072.10(a) of
the Education Code. In addition, the sum shall be added to the site acquisition and site
development costs determined pursuant to Section 65995.5(h).
1.

Per-Pupll Grant Amounts
The per-pupil grant amounts identified in Section 17072.10(a) of the Education Code
were adjusted by the SAB on February 24,2016, pursuant to Section 17072.10(b) of
the Education Code. The per-pupil grant amounts specified in Section 17072.10 are
adjusted annually by the SAB to reflect construction cost changes as set forth in the
statewide cost index for class B construction. Further, pursuant to SAB Regulation
1859.71.2 and Section 17074.56 of the Education Code, the per-pupil grants have
been increased to account for automatic fire alarm detection systems and fire
sprinkler systems. Table 7 shows the base per-pupil grant amounts.

School Level

Table 7
Base Per-Pupil Grant Amounts (2016$)
Additional Grants
for Auto Alarm
Per-Pupil Grant and Fire Sprinkler
System
Amount

Base
Per-Pupil Grant
Amount

Elementary School

$10,634

$190

$10,824

Junior High School

$11,247

$229

$11,476

High School

$14,311

$249

$14,560

|

In addition to the base per-pupil grant amounts shown in Table 7, SAB Regulation
1859.76 provides additional grants for general site development on new school
construction projects. Currently, these additional grants are calculated as (i) 6
percent of the base per-pupil grants for elementary and junior high school projects,
(ii) 3.75 percent of the base per-pupil grants for high school projects and (iii) a grant
of $17,308 per new useable acre acquired for new school construction. To
determine the general site development grant for each school level, Dolinka Group
first applied the percentages mentioned above to the base per-pupil grant amounts
shown in Table 7.
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Second, Dolinka Group applied the grant per new useable acre mentioned above to
the student capacity of future school facilities and corresponding site size
requirements for the School District listed in Table 10 to derive a grant amount per
student (see Exhibit M for more information on the calculation of the additional
grants for general site development). Table 8 shows these additional grants as well
as the total per-pupil grant amount.
Table 8

Per-Pupil Grant
Amount .

I
Schooi Level

Additional Grants
for General Site
Development

Total
I
Per-Pupil Grant I
Amount
J

Elementary School

$10,824

$910

$11,734

Junior High School

$11,476

$930

$12,406

High School

$14,560

$906

$15,466 |

J

Applicable law specifies the per-pupil grant amounts specified in Section 17072.10
are adjusted annually by the SAB to reflect construction cost changes as set forth in
the statewide cost index for class B construction as provided in Section 17072.10(b)
of the Education Code.
Total New School Construction Grants

2.

To determine the total new school construction grants under Section 65995.5, the
number of Projected Unhoused Students to be generated from non-mitigated Future
Units, as shown in Table 5, is multiplied by the total per-pupil grant amounts set
forth In Section 17072.10(a) and (b) of the Education Code, as shown in Table 8.
Table 9 shows the total new school construction grants of the School District
pursuant to Section 65995.5(c)(1).
Table 9
Total New School Construction Grants for Projected
Unhoused Students from Non-Mitigated Future Units (2016$)
i

U

I

< r '

W | l

i ! .

T

"J

School Level

Projected
Unhoused
Students

Total Per-Pupil
Grant Amount

Total New
Construction
Grants

Elementary School

1,052

$11,734

$12,344,168

Junior High School

224

$12,406

$2,778,944

High School

363

$15,466

$5,614,158

I Total
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3.

Total School Site Acquisition and Site Development Costs
In addition to the total new school construction grants specified by Section 17072.10
of the Education Code, Section 65995.5(c)(1) permits the Alternative No. 2 Fee to
include site acquisition and site development costs determined pursuant to Section
65995.5(h) and the applicable statutory provisions referred to therein. What follows
is the calculation for determining the appropriate site acquisition and site
development costs in accordance with Section 65995.5(h).
a.

Site Size Requirement
To calculate the amount of site acquisition and site development costs that
may be included in the Alternative No. 2 Fee, a school district must determine
the student capacity of future school facilities that will be needed to
accommodate the Projected Unhoused Students, as well as students to be
generated from residential development anticipated to occur over the next 20
years. Based on the educational programs of the School District, the School
District has determined that future elementary school facilities will be
designed to accommodate 850 students, future junior high school facilities
will be designed to accommodate 1,200 students, and future high school
facilities will be designed to accommodate 2,000 students. Based on these
capacities, the guidelines included in the "School Site Analysis and
Development Handbook" published by the State Department of Education as
that handbook read as of January 1,1998, identify the following site sizes for
the School District.

Table 10
Student Capacities and Site Sizes of Future School Facilities
Site Size
Student
(Acres)
School Level
CajSacji^lill
Elementary School

850

12.80

Junior High School

1,200

16.70

High School

2,000

41.60

It should be emphasized that the site sizes shown in Table 10 are based on
site sizes recommended by the State Department of Education as of
January 1, 1998. Since that time, the State Department of Education has
prepared arevised Handbook that contains site size recommendations more
consistent with School District policy. Please refer to Exhibit E for the site
sizes more consistent with the revised Handbook.
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b.

Site Acquisition and Site Development Costs per Acre
Based on costs experienced by the School District in the purchase of a new
school site as well as recent real estate comparisons provided to the School
District by the School District's real estate consultant, Dutra Enterprises,
Inc., the School District believes that $2,454,824 per acre for site acquisition
is a reasonable estimate at school grade levels. (Please note that the
recently acquired school site was purchased through the issuance of COPs
and cannot be used to reduce the impact of students generated from nonmitigated Future Units, as Alternative No. 2 Fees from Future Units are
anticipated as one of several revenue streams to finance the repayment of
these outstanding COPs.) As for site development, the School District
estimates the cost to be $217,625 per acre at the elementary school level,
$203,728 per acre at the junior high school level, and $237,570 at the high
school level (the site development cost was taken from the School Facilities
Needs Analysis prepared in April 2015 andadjusted by the annual change in
the construction cost index as published by RS Means). Table 11 lists the
total estimated site acquisition costs and site development costs of the
School District in accordance with Section 65995.5(h).

Table 11
Site Acquisition and Site Development Costs of Future School Facilities (2016$)
Total
Site Acquisition Site Development
' Cost'01
Site Cost
Costm
School Level
Elementary School

$31,421,747

$2,785,600

$34,207,347

Junior High School

$40,995,561

$3,402,258

$44,397,819

$9,882,912
$112,003,590
$102,120,678
High School
[1] The site acquisition and site development costs are equal to the per acre costs listed above
multiplied by the number of acres, as listed in Table 12.
c.

School Facilities Needed
To ensure that non-mitigated Future Units are being charged an Alternative
No. 2 Fee that is reasonably related to the school facilities that are required
to house the Projected Unhoused Students to be generated from nonmitigated Future Units, the School District must identity the number of future
school facilities that will be needed to house the Projected Unhoused
Students to be generated from non-mitigated Future Units, as well as
students to be generated from mitigated Future Units and residential
development anticipated to occur over the next 20 years. To calculate the
number of school facilities that the School District will need to adequately
house the Projected Unhoused Students, the number of Projected
Unhoused Students for each school level, as listed in Tabie 5, was divided
by the applicable student capacity, as listed in Table 10. The number of
school sites expected to be needed to house the Projected Unhoused
Students generated from non-mitigated Future Units is shown in Tabie 12.
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Table 12
School Facilities Needed
Facilities Needed
for Students
Total
Generated
from Mitigated
Facilities
Future Units
Needed

School Level

Facilities Needed
for Students
Generated from
Non-Mitigated
Future Units

Elementary School

1.507

0.269

1.238

Junior High School

0.250

0.063

0.187

High School

0.215

0.034

0.182

It is important to realize that while the number of Projected Unhoused
Students from non-mitigated Future Units equates to approximately one (1)
elementary school, 23.8 percent of a second elementary school, 18.7
percent of a junior high school, and 18.2 percent of a high school, the School
District will need to construct at least two (2) elementary schools, one (1)
junior high school, and one(1) high school in the future to accommodate (i)
existing unhoused students, (ii) students generated from mitigated Future
Units, (iii) students generated from non-mitigated Future Units, and (iv)
students generated from future residential units beyond the next five (5)
years. Please note that based on information obtained from ABAG, it is
estimated that an additional 7,391 residential units are projected to be
developed within the boundaries of the School District beyond the next five
(5) years.
d.

Alternative No. 2 Fee Site Costs in Accordance with Section 65995.5(h)
of the Government Code
The calculation of the total school site acquisition and site development cost
impacts under Section 65995.5(h) is a two-step process. The first step
involves calculating the total school site acquisition and site development
costs related to the Projected Unhoused Students generated from nonmitigated Future Units. The calculation of this first step is shown in Table 13.

Table 13
Total School Site Acquisition and Site Development
Costs for Students from Non-Miligated Future Units (2016$)
Facilities Needed for
Students, Generated
Total Site
frorri Non-Mitigated
Site Cost
Future Units
Costs111
School Level
Elementary School

1.238

$34,207,347

$42,348,696

Junior High School

0.187

$44,397,819

$8,302,392

High School

0.182

$112,003,590

pi] Numbers may not sum due to rounding.
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Only a portion of the total site costs may be included in the calculation of the
Alternative No. 2 Fee. Accordingly, the total school site acquisition and site
development costs under Section 65995.5(h) must be reduced by half to
arrive at the Alternative Fee No. 2 Site Costs. The calculation of this step is
shown in Table 14.
Table 14
Alternative No. 2 Fee Site Costs (2016$)
(In Accordance with Section 65995.5(h) of the Government Code)
Alternative No. 2
Fee Site Cost
Total Site Costs
Multiplier
School Level
Elementary School

$42,348,696

50.00%

$21,174,348

Junior High School

$8,302,392

50.00%

$4,151,196

$20,384,653

50.00%

$10,192,327

High School
4.

Alternative No. 2 Fee School Facility Costs
As stated previously, the initial step in calculating the maximum Alternative No. 2 Fee
is to identity (i) the total new school construction grant, and (ii) the site acquisition and
development costs pursuant to Section 65995.5(h). The sum of these amounts, which
is the Alternative No. 2 Fee School Facility Costs, is the maximum amount of school
facility costs that may be included in the Alternative No. 2 Fee before any local fund
credits are applied. For the School District, the total new school construction grant is
$20,737,270 and the total site acquisition and site development cost pursuant to
Section 65995.5(h) is $35,517,871. These costs and the Alternative No. 2 Fee School
Facility Costs are shown by school level in Table 15.

Table 15
Alternative No.2 Fee School Facility Costs (2016$)
(In Accordance with Section 65995.5(c)(1) of the Government Code)
;i?iiiiiij?If
ii;P1/!
i:Vi i
Alternative No. 2
Alternative No. 2
Fee School
Total New
Fee Site Costs
Facility Costs
Construction Grants
School Level
Elementary School

$12,344,168

$21,174,348

$33,518,516

Junior High School

$2,778,944

$4,151,196

$6,930,140

High School

$5,614,158

$10,192,327

$15,806,485

$20,737,270

$35,517,871

$56,255,141

Total
B.

Credit for Local Funds
The second step in calculating the maximum Alternative No. 2 Fee is to subtract the amount
of local sources, including Local Funds, if any, the School District has decided to dedicate to
school facilities necessitated by the construction of non-mitigated Future Units from the
Alternative No. 2 Fee School Facility Costs in order to calculate the Net Alternative No. 2
Fee School Facility Costs. As stated in Section IV of the Analysis, the School District has
determined that no credit is available to accommodate Projected Unhoused Students
generated from Future Units (see Exhibit L for more detail on local sources, including Local
Funds).
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Table 16
Net Alternative No.2 Fee School Facility Costs (2016$)
(In Accordance with Section 65995.5(c)(2) of the Government Code)
Amounts

item

$56,255,141
$°

Alternative No. 2 Fee School Facility Costs
Credit for Existing Surplus Local Funds

$56,255,141

Net Alternative No. 2 Fee School Facility Costs
C.

I

|

Alternative No. 2 Fee Calculation
The final step in calculating the maximum Alternative No. 2 Fee is to divide the Net
Alternative No. 2 Fee School Facility Costs by the total square footage of assessable space
for non-mitigated Future Units.
1.

Average Square Footage per Unit
In order to project the total square footage of assessable space of the non-mitigated
Future Units, the Analysis must estimate the average square footage of Future SFD
Units, Future SFA Units, and Future MF Units to be constructed in the School
District. To estimate the average square footage of Future Units to be constructed in
the School District, Dolinka Group analyzed square footage information for
residential units constructed over the last five (5) years as provided by the City, and
confirmed those estimates with the Planning Department of the City, Based on this
information, the average Future SFD Unit to be constructed within the School
District is estimated to contain 2,700 square feet, the average Future SFA Unit is
estimated to contain 1,650 square feet, and the average Future MF Unit estimated
to contain 1,050 square feet (see Exhibit H).

2.

Total Square Footage of Assessable Space
To calculate the total square footage of assessable space for non-mitigated Future
Units, the average square footage of Future SFD Units, Future SFA Units, and
Future MF Units listed above was multiplied by the number of non-mitigated Future
Units listed in Table 4. The results of this operation are shown in Table 17.

Land Use

Table 17
Estimated Total Residential Square Footage
Average
Non-Mitigated
Future Units
Square Footage

Total
Square Footage

Single Family Detached

1,028

2,700

2,775,600

Single Family Attached

1,354

1,650

2,234,100

Multifamily

1,772

1,050

1,860,600

N/A

6,870,300

mmsmmmM
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The projected total square footage of non-mitigated future residential units identified
in Table 17 includes units that may result from Reconstruction. For additional
information regarding the imposition of the Alternative No. 2 Fee and Alternative No.
3 Fee on Reconstruction please refer to Exhibit I.
3.

Calculation of Alternative No. 2 Fee
To calculate the Alternative No. 2 Fee, the Net Alternative No. 2 Fee School Facility
Costs, as listed in Table 16, were divided by the total square footage of assessable
space of the non-mitigated Future Units, as listed in Table 17, Table 18 provides the
Alternative No. 2 Fee that can be adopted by the School District.
Table 18
Alternative No. 2 Fee (2016$)
Item
Net Alternative No. 2 Fee School Facility Costs
Total Residential Square Footage
Alternative Na. 2 Fee

Fremont Unified School District
School Facilities Needs Analysis
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VI.

Alternative No. 3 Fee

The Alternative No. 2 Fee, which is the maximum Alternative Fee that may be imposed during
periods when State funds for new construction are available, was calculated in Section V in
accordance with Section 65995.5. During periods when the SAB is no longer approving
apportionments for new construction due to a lack of funds available, the Alternative No. 3 Fee may
be imposed by a school district, subject to the suspension of Alternative No. 3 Fees as set forth in
Section 65995.7(a)(3). Additionally, in accordance with Section 1859.81 of the SAB regulations, a
school district requesting financial hardship assistance funding is required to impose the maximum
developer fee justified by law (the Alternative No. 2 Fee, or the Alternative No. 3 Fee when the
State declares that such fees can be imposed), or an alternative source greater than or equal to the
amount of such fees. Similar to the methodology of the calculations performed in Section V, this
Section VI provides a calculation of the Alternative No. 3 Fee in accordance with Section 65995.7.
A.

Alternative No. 3 Fee School Facility Costs
Pursuant to Section 65995.7, the Alternative No. 3 Fee School Facility Cost, which is the
maximum amount of school facility costs that may be included in the Alternative No. 3 Fee,
is calculated by increasing the Net Alternative No. 2 Fee School Facility Costs by an
amount not to exceed the Alternative No. 2 Fee School Facility Costs. As required by
Section 65995.7, this amount has been reduced by the amount of local funds ($0 in the
case ofthe School District) identified pursuant to Section 65995.5(c)(2). Accordingly, Table
19 shows the Net Alternative No, 2 Fee School Facility Costs previously shown in Table 16,
and adds to that amount the Alternative No. 2 Fee School Facility Costs previously shown in
Table 15. The result, shown in Table 19, is the Alternative No. 3 Fee School Facility Costs.
Table 19
Alternative No. 3 Fee School Facility Costs (2016$)
(In Accordance with Section 65995.7 of the Government Code)
Item

Amounts

Net Alternative No. 2 Fee School Facility Costs

$56,255,141

Alternative No. 2 Fee School Facility Costs

$56,255,141

Alternative No. 3 Fee School Facility Costs
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B.

Alternative No. 3 Fee Calculation
To calculate the Alternative No. 3 Fee, the Alternative No. 3 Fee School Facility Costs were
divided by the total square footage of assessable space of the non-mitigated Future Units
listed in Table 17. This calculation is required by Section 65995.5(c)(3) and outlined in
Section V.C, of the Analysis. Table 20 provides the Alternative No. 3 Fee that can be levied
by the School District on new residential development where permitted by applicable law.
Table 20
Alternative No. 3 Fee
item
Alternative No. 3 Fee School Facility Costs
Total Residential Square Footage
Alternative No, 3 Fee

Fremont Unified! School District
School Facilities Needs Analysis

Amount/Square
Footage
$112,510,282
6,870,300
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VII.

Section 66000 of the Government Code

Sections 66000 et seq. were enacted by the State in 1987. These provisions are assumed to be
applicable to the Alternative Fees. Sections 66000 etseq. require that all public agencies satisfy the
following requirements when establishing, increasing or imposing a fee, such as the herein
described Alternative Fees, as a condition of approval for a development project.
1.

Determine the purpose of the fee.

2.

Identify the facilities to which the fee will be put.

3.

Determine that there is a reasonable relationship between the need for public facilities and
the type of development on which a fee is imposed.

4.

Determine that there is a reasonable relationship between the amount of the fee and the
public facility or portion of the public facility attributable to the development on which the fee
is imposed.

5.

Provide an annual accounting of any portion of the fee remaining unexpended or
uncommitted in the School District's accounts.

New residential development in the School District, as shown in the Analysis, will generate
additional students who will require the School District to provide additional school facilities. The
amount to be included in the Alternative Fees is specified by statute. The Alternative No. 2 Fee of
$8.19 per square foot and the Alternative No. 3 Fee of $16.38 per square foot are justified in the
Analysis. The estimated average school facilities cost impacts on the School District per square foot
of residential development as estimated in Exhibit E is $19.61. As the actual school facilities cost
impacts per square foot of residential construction is greater than the Alternative Fees, it is
reasonable for the School District to determine that the Alternative No. 2 Fee of $8.19 per square
foot and the Alternative No. 3 Fee of $16.38 per square foot are roughly proportional and
reasonably related to the actual impacts caused by residential development on the School District.
This Analysis and the information included in Exhibit E therefore establish that the Alternative Fees
meet the requirements of Sections 66000 etseq. and such a determination by the School District as
part of adopting the Alternative Fees is justified and appropriate. The School District, therefore, is
justified in levying Alternative Fees on all new development.
By way of summary, the Analysis shows that non-mitigated Future Units will produce additional
eiementary school, junior high school, and high school students and that the School District does
not have the capacity or funds to accommodate all of those additional students. Alternative Fees,
therefore, will be used to fund (i) new elementary school, junior high school, and high school
facilities, (ii) expansion of existing elementary school, junior high school, andhigh school facilities,
and (iii) other upgrades to existing school facilities, but only to the extent that such items are
needed to accommodate the Projected Unhoused Students generated from Future Units and to the
extent that the use of the Alternative Fees on such items is permitted by applicable law.
S:\Clients\Frernont Unified SD\Demographics\SFNA\SY15'l6\Reporls\Working\SFNA_16259-3901.doc
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Exhibit A
Current SAB Form 50-01

STATE ALLOCATION BOARD

STATE OF CALIFORNIA

ENROLLMENT CERTIFICATION/PROJECTION

OFFICE OF PUBLIC SCHOOL CONSTRUCTION
Page 6 of 6

SAB 50-01 (REV 05/09)

FIVE DIGIT DISTRICTCODE NUMBER (see California Puhlic Sclrnl Directory)

SCHOOL DISTRICT

61176

Fremont Unified

HIGH SCHOOL ATTENDANCE AREA(HSAA) OR SUPER HSAA (|7applkable)

COUNTY

Alameda
Check one: • Fifth-Year Enrollment Projection El Tenth-Year Enrollment Projection
HSAA Districts Only-Check one:
• Attendance
• Residency

Part G, Number of New Dwelling Units

• Modified Weighting (Fifth-Year Projection Only)

Part H. District Student Yield Factor

• Alternate Weighting - (Fill in boxes to the right):

3rd Prev. to

2nd Prev.

Previous to

2nd Prev.

to Prav.

Current

7lh Prev. 6th Prev. 5th Prev. 4th Prev. 3rd Prev. 2nd Prev. Previous
2370

2224

1
2

2281
2431

2507

3

2330

2295
2371

4

2447
2403

2339
2413
2387

2400

7

2306
2426

2268

8

2329

9

2318
2266
2506

2370

2383
2308

10

2582
2466

2421
2412

11
12

2372
2067

2539
2330

2422
2436

2499
2329

2298

2236

2229

2323

TOTAL

30818

30742

30685

30682

0

2540

2561

2427

2492

2301

2472
2292
2450

2513
2450

2582
2497

2660
2599

2613

2438
2280

2339

2422

2510

2668
2664

2385

2227

2427

2330

2380
2301

2212
2347
2305

2511
2484

Non-Severe

2337

2452
2301

2247

2479
2218

2348
2429

TOTAL

2334

2209
2393

2376
2282

2416
2349
2312
2498
2420

2373
2484

2199

2324
2289

2246
2148

2463
2277

30612

31247

31231

32001

2291

0

0

0

0

0

2450

11
12
TOTAL

19219

5314

10730

35263

712

339

488

0

TOTAL

823

149
377

Current

58

56

32

26

90
80

70

69

55

10
28

75

81

80

63

38

50

42

34

40

98

95

309

338

299

44
272

235

222

259

196

Part D. Special Day Class Pupils - (Districts or County Superintendent of Schools)
TOTAL
Elementary
Secondary
205
Non-Severe
448
653
448

Part E. Special Day Class Pupils - (County Superintendent of Schools Only)
7th Prev. 6th Prev. 5th Prev. 4th Prev. 3rd Prev. 2nd Prev. Previous

2. Tenth-Year Projection
Enrollment/Residency - (except Special Day Class pupils)
7-8
TOTAL
9-12
K-6

Severe

83
79

134

Severe

Current

95

339

Current

2005 / 2005 2000/2007 2007/2006 2008/2009 2009/2010 2010/2011 2011/2012 2012 / 2013

I certify, as the District Representative, that the information
reported on this form and, when applicable, the High School
Attendance Area Residency Reporting Worksheet attached, is
true and correct and that:
• I am designated as an authorized district representative by
the governing board of the district.
• If the district is requesting an augmentation in the enrollment
projection pursuant to Regulation Sect/on 18S9.42.1 (a), the
local planning commission or approval authority has approved
the tentative subdivision map used for augmentation of the
enrollment and the district has identified dwelling units in that
map to be contracted. AH subdivision maps used for
augmentation of enrollment are available at the district for
review by the Office of Public School Construction (OPSC).
' This form Is an exact duplicate (verbatim) of the form
provided by the Office of Public School Construction. In the
event a conflict should exist, then the language in the OPSC
form will prevail.
NAME OFDISTRICT REPRESENTATIVE (PRINT OR TYPE)

Therese Gain
SIGNATURE OF DISTRICT REPRESENTATIVE

DATE

Part F. Birth Data - (Fifth-Year Projection Only)
• County Birth Data • Birth Data by District ZIP Codes
8th Prev. 7th Prev. 6th Prev. 5th Prev. 4th Prev. 3rd Prev. 2nd Prev. Previous

TOTAL

TOTAL

110

762

Secondary

228

104
74

314

Elementary

Secondary

96

Severe

TOTAL

484

100
75

TOTAL

9-12

Elementary

0

7th Prev. 61h Prav. 5th Prev. 4th Prev. 3rd Prev, 2nd Prev. Previous

7-8

Non-Severe

Part C, Continuation High School Pupils - (Districts Only)
9
10

K-S

2381

2367

Part B. Pupils Attending Schools Chartered By Another District
7th Prev. 6th Prev, 5th Prev. 4th Prev, 3rd Prev, 2nd Prev. Previous

Grade

Enrollment/Residency - (except Special Day Class pupils)

Current

2005/2006 2005/2007 2007 / 2008 2008/200S 2009/ 2010 2010/2011 2011/2012 2012/2013

K

5
6

(Fifth-Year Projection Only)
Part I. Projected Enrollment
1. Fifth-Year Projection

Part A. K-12 Pupil Data
Grade

(Fifth-Year Projection Only)

Current

TEIEPHONENUMBER

(510) 657-0761

• Estimate 0 Estimate •Estimate
E-MAIL ADDRESS

tgain@fremont.k12.ca.us

Exhibit B
Current SAB Form 50-02

STATE ALLOCATION BOARD

STATE OF CALIFORNIA

EXISTING SCHOOL BUILDING CAPACITY

OFFICE OF PUBLIC SCHOOL CONSTRUCTION
Pape 4 of 4

SAB 50-02 (Rev. 09/02) Excel (Rev. 11/21/2002)

FIVE DIQIT DISTRICTCODE NUMBER (sea California Public Schcol Directory)

SCHOOL DISTRICT

61176

FREMONT UNIFIED

HIGH SCHOOL ATTENDANCEAREA (HSAA) OR SUPER HSAA (/? applicable )

COUNTY

ALAMEDA

i\on' Severe

9 12

.Severe

„ -Total,

K-3

7-8

11

3

5

19

263

38

37

338

Line 7. Permanent Classrooms

513

135

316

43

11

1,018

Line 8. Total (Lines 1 throuqh 7)

787

176

358

43

11

1,375

'K-6

i8

9-12

Severn

Total

c. Part I, line 6

263

38

37

d. Part I, line 7

513

135

316

43

11

1,018

e. Total (a, b, c, & d)

776

173

353

43

11

1,356

Option B

K-f

7-8

i-12

Na i
Severe

Seven

lolcil

PART I - Classroom Inventory

• NEW

• ADJUSTED

Line 1. Leased State Relocatable Classrooms
Line 2. Portable Classrooms leased [ess than 5 years
Line 3. Interim Housing Portables leased less than 5 years
Line 4. Interim Housing Portables leased at least 5 years
Line 5. Portable Classrooms leased at least 5 years
Line

6.

Portable Classrooms owned by district

PART II - Available Classrooms
Option A.

Non-

Sroctc

a. Part I, line 4
b. Part I, line 5

a. Part I. line 8

.

787

176

338

358

11

43

b. Part i, lines 1,2,5 and 6 (total only)

357

-RtitBl®}

c. 25 percent of Part I, line 7 (total only)

!Mlt8H

d. Subtract c from b (enter 0 if negative)

78

12

12

709

164

346

<6

78

9-12

17,725

4,428

9,342

e. Total (a minus d)

255
102

43

11

NonSevsrr

Sl'VL'IP

559

99

1,064

19

3

1,064

19

3

578

102

PART ill - Determination of Existing School Building Capacity

Line 1. Classroom capacity
Line 2. SER adjustment

-

Line 3. Operational Grants
Line 4. Greater of line 2 or 3
Line 5. Total of lines 1 and 4

18,789

4,428

9,342

I certify, as the District Representative, that the information reported on this form is true and correct and that:
I am designated as an authorized district representative by the governing board of the district; and,
This form is an exact duplicate (verbatim) of the form provided by the Office of Public School Construction (OPSC).
in the event a conflict should exist, then the language in the OPSC form will prevail.
SIGNATURE OF DISTRICT REPRESENTATIVE

1,375

DATE

1,273

Exhibit C
Current SAB Form 50-03

STATE ALLOCATION BOARD

STATE OF CALIFORNIA

ELIGIBILITY DETERMINATION

OFFICE OF PUBLIC SCHOOL CONSTRUCTION
Page 4 of4

SAB 50-03 (Rev. 01/03) Excel (Rev. 4/29/2003)

FIVE DIGIT DISTRICT CODE NUMBER tpee California Public School Directory}

SCHOOL DISTRICT

61176

FREMONT UNIFIED

HIGH SCHOOL ATTENDANCE AREA (HSAA) OR SUPER HSAA (if applicable)

BUSINESS ADDRESS

4210 Technology Drive
COUNTY

CITY

ALAMEDA

Fremont, CA 94537-5008

Part I - The following individuals) have been designated as district representative(s) by school board minutes:
DISTRICT REPRESENTATIVE

TELEPHONE NUMBER

Douglas Gephart
DISTRICT REPRESENTATIVE

E-MAIL ADDRESS

dgephart@mail.fremont.kf2.ca.us

TELEPHONE NUMBER

Ms. Thersse Gain

Part II - New Construction Eligibility

~

(510) 659-2542

E-MAIL ADDRESS

(510) 979-7700

3NEW

tgain@mail.fremont.k12.ca.us

13 ADJUSTED

1. Projected Enrollment (Part G, Form SAB 50-01)

2. Existing School Building Capacity (Part 111, line 5 of Form SAB 50-02)
3. New Construction Baseline Eligibility (line 1 minus line 2)

7-8

9 12

Non-Severe

Severe

17,681

4,660

9,540

1,017

113

18,789

4,428

9,342

578

102

(1,108)

232

198

439

11

7-8

9 12

4. Adjustment to the baseline eligibility.
5. Adjusted Baseline Eligibility (line 3 plus or minus line 4)

Part III - Modernization Eligibility

DNEW

• ADJUSTED

1. SCHOOL NAME:
Option A

fsaaiii

2, Permanent classrooms at least 25 years old
3. Portable classrooms at least 20 years old
4. Total (lines 2 and 3)
5. Multiply line 4 by: 25 for K-6, 27 for 7-8 and 9-12;
13 for non-severe and 9 for severe
6. CBEDS enrollment at school
7. Modernization eligibility (lesser of the totals of line 5 or 6)
Option B
2. Permanent space at least 25 years old (report by classroom or square footage)
3, Portable space at least 20 years old (report by classroom or square footage)
4. Total (lines 2 and 3)
5. Remaining permanent and portable space (report by classroom or square footage)
6. Total (lines 4 and 5)
0%

7. Percentage (divide line 4 by line 6)
K 6

7-8

9-12

Non-Severe

8. CBEDS enrollment at school site
9. Modernization eligibility (multiply line 7 by each grade group on line 8)

/ certify, as the District Representative, that the information reported on this form is true and correct and that:
i am designated as an authorized district representative by the governing board of the district; and:
A resolution or other appropriate documentation supporting this application under Chapter 12,5, Part 10, Division 1,
commencing with Section 17070.10, et seq„ of the Education Code was adopted by the School District's Governing Boaro
on
; and,
This form is an exact duplicate (verbatim) ot the torn provided by the Office of Public School Construction (OPSC). In the event
a conflict should exist, then the language in the OPSC form will prevail.
SIGNATURE OF DISTRICT REPRESENTATIVE

DATE

1

Severe

Exhibit D
Eligibility Determination from the SAB

State of California

3/28/2016

GA.qov

j

DGS | OPSC | Project Tracking

OjWiwl.;, DvsjrM'iurrSG %!.<

PROJECT TRACKING

REPORTS

PTN GENERATOR

PTNHELP

Project Main Page
Return to Search Results
DSAeTracker:
Application:
County:
District:
Site:
District Rep:

01-107314
50/61176-00-001
Alameda
Fremont Unified
MISSION VALLEY ROP CAREER TECH TRAINING
CNTER
Ms. Therese Gain

Fund Releases

Details

District Code

Budget Summary

Modernization Eligibility

Transaction Detail

Attendance Area

61176

New Construction Eligibility

Original SAB Approval Date

Recent SAB Approval

5/28/2008

1/26/2011

SAB 50-03 New Construction Eligibility information

K- 6

-J
CO

New Construction Baseline Eligibility
9-12

Non-Severe

•1231

151

182

433

11

SAB Approvals/Adjustments:

3256

547

613

-341

442

Remaining Eligibility:

2025

698

795

92

453

Grade Level:
Established Eligibility:

Severe

SAB 50-03 Eligibility Document Status/Dates
Status:

PM Complete

Date Signed:

12/14/2007

Date Received:

12/17/2007

SAB Approval Date:

5/28/2008

Back to Top | Conditions of Use | Accessibility | Contact Us
Copyright ©2010 State of California

https:/Avww.dgsapps.dgs.ca.gov/opsc/PT/Pt/ProjectMain.aspx?prg_eode=50&dist_code=61176&attend=0&project=1&site_code=9829680

Exhibit E
Summary of School Facility Planning Policies and Estimates of
Actual School Facility Costs

Fremont Unified School District
School Facility Cost Impacts per Residential Square Foot
April 2016
School Facility Costs
School Level
Elementary School
Junior Hiqh School
High School

Consli notion
Cost
$25,173,430
$48,447,372
$104,122,616

Site Acquisition
Cost
$35,840,430
$48,850,998
$122,004,753

Total Cost
$61,013,860
$97,298,370
$226,127,369

Costs per Student
School Level
Elementary School
Junior High School
High School

Total Cost
$61,013,860
$97,298,370
$226,127,369

Students Housed
850
1,200
2,000

Cost per Student
$71,781
$81,082
$113,064

School Facility Cost Impacts per Residential Unit
School Lovol
Elementary School
Junior High School
Hiqh School

Cost per Student
$71,781
$81,082
$113,064
-y Cost Impact

Average Square Footage ,1]
f|s§

Weighted Average
SGR
0.2532
0.0539
0.0874

~oot

[1] SeeTable 17 of the Analysis.

Page 1 of 4

Cost por Unit
$18,179
$4,372
$9,880
*32^434:^;
1,654
$19 61

Fremont Unified School District
Summary of Estimated Costs
Elementary School
April 2016
$35,880,430

A. Site
Purchase Price of Property
Acres11':
Cost/Acre:
EIR
Appraisals
Surveys
Escrow/Title

$35,840,430

14.6
$2,454,824
$20,000
$10,000

$5,000
$5,000

[1] Assumes Net Usable Acres.

$1,369,032

B. Plans
$1,223,438

Architect's Fee
Preliminary Tests
DSA/SDE Plan Check
Energy Fee Analysis
Other

$20,000

$105,594
$15,000
$5,000
$20,718,750

C. Construction
(Includes Construction, Site Development, General Site Development, and Technology)
Square Feet / Student
75
Cost / Square Feet
$325

$50,000

D. Tests

$144,000

E. Inspection
($12,000 per month for 12 months)
F. Furniture and Equipment
($5 per Square Foot, includes Cost Index Adjustment of 66%)

$529,125

G. Contingency

$882,370
($2,000 + 1.5% of items A-F)

H. Items Not Funded by the State
Technology (5% of Construction)
Library Books (8 books/student @ $15)
Landscaping ($0.44/sq. ft x 14,6 acres)
Landscape Architect Fees (8% of Landscaping)

$1,440,153
$1,035,938
$102,000
$279,829
$22,386

$61,013,860

I. Total Estimated Cost

Summary
School Facilities Capacity - Traditional Calendar
School Facilities Cost per Student - Traditional Calendar

Page 2 of 4

850
$71,781

Fremont Unified School District
Summary of Estimated Costs
Junior High School
April 2016
$48,905,998

A. Site
$48,850,998

Purchase Price of Property
Acres'1':
Cost/Acre:
EIR
Appraisals
Surveys
Escrow/Title

19.9
$2,454,824
$25,000
$12,000
$8,000
$10,000

[1] Assumes Net Usable Acres.

$2,478,000

B. Plans
Architect's Fee
Preliminary Tests
DSA/SDE Plan Check
Energy Fee Analysis
Other

$2,197,500
$45,000
$203,000
$25,000
$7,500
$40,200,000

C. Construction
(Includes Construction, Site Development, General Site Development, and Technology)
Square Feet / Student
100
Cost / Square Feet
$335

$180,000

D. Tests

$324,000

E. Inspection
($12,000 per month for 18 months x 1.5 inspectors)
F. Furniture and Equipment
($6 per Square Foot, includes Cost Index Adjustment of 66%)

$1,195,200

G. Contingency

$1,401,248
($2,000 + 1.5% of items A-F)

H. items Not Funded by the State
Technology (5% of Construction)
Library Books (8 books/student @ $20)
Landscaping ($0.44/sq. ft. x 19,9 acres)
Landscape Architect Fees (8% of Landscaping)

$2,613,924
$2,010,000

$192,000
$381,411
$30,513

$97,298,370

I. Total Estimated Cost

Big

I
|

Summary
School Facilities Capacity - Traditional Calendar
School Facilities Cost per Student - Traditional Calendar

Page 3 of 4

1,200
$81,082

Fremont Unified School District
Summary of Estimated Costs
High School
April 2016
$122,081,753

A, Site
$122,004,753

Purchase Price of Property
Acres111 :
Cost/Acre;
EIR
Appraisals
Surveys
Escrow/Title

49.7
$2,454,824
$35,000
$15,000
$12,000
$15,000

[1] Assumes Net Usable Acres.

$5,043,250

B. Plans
Architect's Fee
Preliminary Tests
DSA/SDE Plan Check
Energy Fee Analysis
Other

$4,500,000
$70,000
$433,250
$30,000
$10,000
$86,250,000

C. Construction
(Includes Construction, Site Development, General Site Development, and Technology)
Square Feet / Student
125
Cost / Square Feet
$345

$350,000

D. Tests

$576,000

E. Inspection
($12,000/month x24 months x 2 inspectors)
F. Furniture and Equipment
($7 per Square Foot, includes Cost Index Adjustment of 66%)

$2,905,000

G. Contingency

$3,260,090
($2,000 + 1.5% of items A-F)

Items Not Funded by the State
Technology (5% of Construction)
Library Books (8 books/student @ $20)
Landscaping ($0.44/sq. ft. X49.7 acres)
Landscape Architect Fees (8% of Landscaping)

$5,661,276
$4,312,500
$320,000
$952,570
$76,206

$226,127,369

I. Total Estimated Cost

School Facilities Capacity - Traditional Calendar
School Facilities Cost per Student - Traditional Calendar

Page 4 of 4

2,000
$113,064

Exhibit F
Information on Measure E

Certified Final Results
Cumulative Totals

Alameda County

Statewide Direct Primary Election
June 3,2014

Bond Measure E - Fremont USD

Completed Precincts:
Under Votes:

110 of 110
719

Over Votes:
BOND®ES?
BONDS NO

7
10.135 38.82$

Measure G - Livermore Valley JUSD

Completed Precincts:
Under Votes:

62 of 82
329

Over Votes:
YES
NO

6
11,338 72.41%
4.321 27.59%

Bond Measure H - Piedmont USD

Completed Precincts:
Under Votes:
Over Votes:
BONDS YES
BONDS NO

Run Date/Time: a/18/14 9:37:13 AM

6 of 6
71
1
1,801 47.66%
1.978 52.34%

Page 4 of 4

Exhibit G
Bonding Capacity Calculation

Fremont Unified School District
Bonding Capacity Calculation
Fiscal Year 2015/2016
Description

(1)

Taxable property of the district including all unitary and operating
non-unitary property for the 2015/2016. equalized rol!J1l

(2)

Enter applicable percentage bond debt limit
Section 15102 (School District) 1.25%
Section 15108 (Unified School District) 2.5%

(3)

Bonding capacity

$894,595,271

(4)

Senate Bill 50 local bonding capacity threshold 15% of District's
local bonding capacity

$134,189,291

Senate Bill 50 local bonding capacity threshold 30% of District's
local bonding capacity

$268,378,581

JSL

[1] Source: Alameda County Office of the Auditor-Controller

$35,783,810,840

2.50%

Exhibit H
Correspondence with the City

GROUP
BDOLINKA
April 1, 2016
Joel Pulien
Senior Planner
City of Fremont
39550 Liberty Street
Fremont, CA 94538
Re:

Residential Development Projections within Fremont Unified School District
Boundaries

Dear Mr. Pullen,
Dolinka Group, LLC is in the process of preparing a School Facilities Needs Analysis ("SFNA"
or "Analysis") for the Fremont Unified School District ("School District"). Pursuant to Section
65995.5(c)(3) of the Government Code, one component of the Analysis is an estimate of the
number, type, and square footage of expected future residential units ("Future Units") to be
constructed in the area of the City of Fremont ("City") served by the School District over the
next five (5) years.
Projections regarding the Future Units to be constructed within the area of the City served by
the School District are shown on the following page. Based on information previously obtained
from the City and the School District, Dolinka Group has prepared Future Unit estimates and
Future Unit square footage estimates for the School District. Dolinka Group would like to
provide the City with the opportunity to review, and if necessary, modify these projections.
Please complete the attached page ("Certificate") and return to Dolinka Group by April 5, 2016.
Mr. Pullen, should you have any questions regarding the projections please contact me at
949.250.8300. We sincerely appreciate your assistance in providing this information and look
forward to hearing from you soon,
Sincerely,

Ryan Dowiing
Associate

S:\Clients\Fremont Unified SD\Demagr0ph[cs\SFNA\$Y!4l5\CorTespandence\2Ql5G323„JPullen_Fremont.docx

COMMITTED TO EDUCATION. PARTNERS FOR THE FUTURE.
8955 RESEARCH DRIVE, IRVINE. CA 92C18 T 049,250 8200 £ 949 250 8301 WWW OOLlNKAGROUP COM

In its efforts to assist Dolinka Group, LLC in preparing the Analysis in accordance with the
guidelines of Section 65995.5(c)(3) of the Government Code for the Fremont Unified School
District, the City of Fremont ("City"):
The City concurs with the residential development projections as provided below:
Projected ituniiJir
of Unils1

[ Unit Type
I Single Family Detached

717

2,500

1,100

1,800

5,131

1,200

| (i.e., single family home)

Single Family Attached
I (i.e., condos, townhomes, etc.)

Multifamily
(i.e., apartments, duplexes, triplexes, etc.)

H

j

[1] Excludes units designated as age restricted [i.e., requiring residents to be at least 55 years of age).

The residential development projected by the City is listed below:

ifid,

•HMI
Srjmi. rrotnrj- pel Unit

——

Single Family Detached
[V22

(i.e., single family home)

2,?vo

Single Family Attached
1,3*4

(i.e., condos, townhomes, etc.)

Multifamily
(i.e., apartments, duplexes, triplexes, etc.)

4,323

h 65~0
050

[1] Excludes units designated as age restricted (I.e., requiring residents to be at (east 55 years of age).

j

of the City of Fremont on.

Signed,
Printed Name: 7A/&P//)
Title:

W

,

SyWx/A/&Z

Exhibit I
Reconstruction

Reconstruction is the act of replacing existing structures with new construction, which may have an
alternative land use (i.e. commercial/industrial versus residential) or may consist of different
residential unit types (e.g., single family detached versus muitifamily, etc.).
A,

Residential Reconstruction
Residential Reconstruction consists of voluntarily demolishing existing residential units and
replacing them with new residential development. To the extent Reconstruction increases
the residential square footage beyond what was demolished ("New Square Footage"), the
increase in square footage is subject to the applicable Alternative No. 2 Fee or Alternative
No. 3 Fee as such construction is considered new residential development. As for the
amount of square footage constructed that replaces only the previously constructed square
footage ("Replacement Square Footage"), the determination of the applicable fee, if any, is
subject to a showing that the Replacement Square Footage results in an increase in student
enrollment and, therefore, an additional impact being placed on the School District to
provide school facilities for new student enrollment.
As of the date of this Analysis, the large-scale Reconstruction of residential development
within the School District has not occurred to the point where statistically significant data can
be utilized to determine if Replacement Square Footage increases student enrollment.
Therefore, prior to the imposition of fees on Replacement Square Footage, the School
District may undertake an analysis on any future proposed project(s) and may
amend/update this Analysis. Such analysis will examine the extent to which an increase in
enrollment can be expected from Replacement Square Footage due to any differential in
student generation rates as identified in the Analysis for the applicable unit types between
existing square footage and Replacement Square Footage, To the extent it can be
demonstrated that Replacement Square Footage will increase student enrollment, the
School District may then impose a fee on the Replacement Square Footage. This fee
amount on Replacement Square Footage shall be calculated by determining the cost
impacts associated with any growth in student enrollment from the Replacement Square
Footage. Any such fee that is calculated for the Replacement Square Footage shall not
exceed the Alternative No. 2 Fee or Alternative No. 3 Fee that is in effect at such time.

B.

Reconstruction of Commercial/industrial Construction into ResidentialConstruction
The voluntary demolition of existing commercial/industrial buildings and replacement of
them with new residential development is a different category of Reconstruction. Dolinka
Group is aware that such types of Reconstruction may occur within the School District over
the next five (5) years, however, Dolinka Group was unable to find information (i) about the
amount planned within the School District over the next five (5) years or (ii) historical levels,
which might indicate the amount to be expected in the future. Due to the lack of information,
the School District has decided to evaluate the impacts of Commercial/Industrial
Reconstruction projects on a case-by-case basis and will make a determination of whether a
fee credit is justified based on the nature of the project.
The fee credit determination will be based upon a comparison of the impacts of the planned
residential project and the existing land use category (i.e. retail and services, office,
research and development, Industrial/warehouse/manufacturing, hospital, or hotel/motel).
The actual impacts of the planned residential project (taken from Exhibit E) will be reduced
by the impact of the existing commercial/industrial category (derived from calculations
contained in the current Commercial/Industrial Development School Fee Justification Study
adopted by the School District). Any reduction to the Alternative No. 2 Fee would only occur
if the reduced amount falls below the Alternative No. 2 Fee. In such a case, the School
District would levy the reduced amount per square foot of new residential construction for
the subject Reconstruction project.

Exhibit J
Updated School Facilities Capacity Calculation

Fremont Unified School District
School Facilities Capacity Calculation
Elementary

Junior High

High

Application

Item

School

School

School

N/A
N/A
50/61176-00-001
50/61176-00-002

SAB Form 50-02
Non-Severe/Severe Capacity
Mission Valley ROP
Ardenwood Elementary

18,789
366
0
0

4,428
105
151
60

9,342
209
182
0
iPBPi*

_

.

4744..

Exhibit K
Surplus Site Determination

Section 65995.6(b)(1) requires the Schooi District to identify and consider any surplus property
owned by the School District that may be used as a school site or that is available for sale to
finance school facilities. The School District has identified one (1) site that may fall into this
category.
1.

35068 Fremont Boulevard
35068 Fremont Boulevard ("Fremont Boulevard Site") is a 32.86 acre site intended for use
as a future school site. This site was purchased through the issuance of COPs and cannot
be used to reduce the impact of students generated from non-mitigated Future Units, as
Alternative No. 2 Fees from Future Units are anticipated as one of several revenue streams
to finance the principal repayment of these outstanding COPs. Therefore, this site is not
available to offset the impact of students generated from non-mitigated Future Units.

Exhibit L
Identification and Consideration of Local Funding Sources per
Section 65995.5(c)(2) and Section 65995.6(b)(3)

Section 65995.6(b)(3) requires the School District to identify and consider any local sources other
than fees, charges, dedications, or other requirements that can be used to offset the cost impacts of
Future Units. Additionally, Section 65995.5(c)(2) requires the School District to subtract the amount
of Local Funds, which includes commercial/industrial school fees, that the governing board has
dedicated to facilities necessitated by Future Units. What follows is a summary of potential local
sources, including Local Funds that were evaluated for reducing such impact.
1.

Lease Financings
Lease financings are a means of financing facilities through a pledge of lease payments, as
opposed to a new revenue source, i.e., Certificates of Participation ("COPs"), Lease
Revenue Bonds ("LRBs"), etc. All lease payments associated with lease financings must be
paid by the issuing school district through its existing sources of revenue. The lease
payments are secured by the issuing school district's general fund.
On May 7,2015 the School District issued $54,570,000 in COPs. These COPs were used
to purchase the Fremont Boulevard Site (Exhibit K) which is intended for a future school
facility. Therefore, no COPs proceeds remain to offset the impact of the unhoused students
projected to be generated from non-mitigated Future Units.
The School District has previously issued COPs as interim capital facilities funding. More
specifically, the School District has issued COPs to finance district-wide school modernization
projects and the acquisition, construction, installation, and improvement of certain regional
occupational program facilities impacts of Future Units and no additional lease financings are
anticipated as a permanent source of funding additional school facilities.

2.

General Obligation Bonds
GO bonds are secured by the full faith, credit and taxing power of the Issuing school district.
A GO bond constitutes debts of the issuer and generally requires 2/3 approval by election
prior to issuance; however, a Proposition 39 GO bond is approved by 55 percent of the
votes. In return for a lower voter approval threshold under Proposition 39, the issuing school
district (i) must identify a specific list of school facility projects, (ii) has limitations on the rate
of maximum tax levy, and (iii) upon approval, the expenditures are monitored and audited
by a citizens' oversight committee annually. Voter approval grants the school district the
right to levy additional ad valorem taxes on all taxable property within its jurisdiction in order
to pay debt service on the GO bonds.
On June 3, 2014, the voters of the School District approved Measure E, which authorized
the issuance of $650,000,000 in GO bonds. Of the $650,000,000 to be issued,
$110,924,500 has been earmarked for the construction of new classrooms at existing
school facilities. Therefore, it has determined that at this time $110,924,500 is available to
offset the impact of students generated from Future Units over the next five (5) years.

3.

Redevelopment Pass-Throuqhs
California redevelopment law allows school districts to share in tax increment income via
pass-through agreements with local redevelopment agencies. The passage of AB X1 26
eliminated redevelopment agencies as of February 1, 2012, and replaced them with
successor agencies. Though redevelopment agencies have been eliminated, local
educational agency's pass-through entitlements remain.

The School District currently has pass-through agreements with the City of Fremont. Over
the last five (5) years, the School District has collected approximately $28,017,618 in
redevelopment revenue from these pass through agreements. A similar amount of
redevelopment revenue can be expected to be received over the next five (5) years. At this
time, $28,017,618 is considered to be available as potential funding for school facilities to
house students generated from Future Units.
4.

Community Facilities Districts
The Mello-Roos Community Facilities Act provides an alternative method for public
agencies to fund facilities with useful lives of five (5) years or more. The Community
Facilities District ("CFD") is a financing entity through which a local government is
authorized to levy special taxes to pay debt service on issued bonds or to pay for the direct
construction of facilities. A two-thirds vote of the qualified voters is required to form the CFD.
The School District has not formed any CFDs to date.

5.

School Fees
Sections 17620 etseq. of the Education Code gives school districts the authority to collect
statutory school fees ("School Fees") from commercial and industrial development if a
justification study is prepared and certain nexus findings are made. Section 65995.5(c)(2)
requires the School District to identify and consider Local Funds, which includes
commercial/industrial School Fees, and to subtract such funds from the total impact created
by Future Units, if such Local Funds are available.
The School District currently collects such fees in the amount of $0.54 per square foot. In
the previous five (5) years, the School District collected approximately $3,043,585 in School
Fees from commercial/industrial development. A similar amount of commercial/industrial
School Fees can be expected to be received over the following five (5) years. This potential
funding will be discussed further below.

6.

Identification of Existing Surplus Local Funds
As stated in Section III.B, the School District currently has 933 unhoused students from
existing residential units. Based on per-student costs calculated In Exhibit E, these existing
unhoused students have a cost impact to the School District of $77,284,130.
Over the next five (5) years, the School District will also need to construct school facilities to
house students to be generated from Future Units. Using per-student costs calculated in Exhibit
E, providing adequate school facilities to the 1,639 Projected Unhoused Students from nonmitigated Future Units identified in Section III.A will have a cost of $134,718,212. Table L-1
shows a summary of the school facilities needs of the School District.
Table L-1
Identification of School Facilities Needs(2016$)
A
,- ~
Amount
Current Unhoused Student Impact

$77,284,130

Future Unhoused Student Impact

$134,718,212

As stated above, the School District has identified the following local funds: (I) $110,924,500
in available GO Bond Proceeds, (ii) a potential for $28,017,618 in funding from
redevelopment pass-through agreements, and (iii) potential commercial/industrial school
fees in the amount of $3,043,585. At this time, the School District does not expect to
receive matching funds from the state because the State program for new construction has
exhausted its bond authorization and there is no current plan for additional authorization.
Additionally, based on Table 17 of the Analysis, the School District can expect to receive
$56,255,141 from Alternative No. 2 Fees on new residential development. Table L-2
summarizes potential funding sources to fund the school facilities needs identified in Tabie L-1.
Table L-2
Identification of Local Funds (20' B$)
Item

Amount

Available GO Bond Proceeds

$110,924,500
$28,017,618

Projected Redevelopment Revenues

$3,043,585

Projected Commercial/Industrial School Fees

$56,255,141

Projected Alternative No. 2 Fees

$198,240,843

Total

As shown in Table L-3, when considering the current and future school needs ofthe School
District, there is currently a $13,761,499 funding shortfall. Therefore, the School District
does not have surplus funds available to offset the cost impact of Future Units.
Table L-3
Identification of Funding Shortfall (2016$)
Item

Amount

School Facilities Needs

$212,002,342

Local Funding Sources

($198,240,843)

Remaining Funding Shortfall

$13,761,499

Exhibit M
Calculation of Additional Grants for General Site Development

Fremont Unified School District
General Site Development Grant per Student Calculation

|

1. Calculation of Additional Grant Amount as a percentage
of Base Per-Pupil Grant at Each School Level
r

Base Per-Pupil

GrJffiltp
Elementary Schoo
Junior High School
High School

$10,824
$11,476
$14,560

Percent
6.00%
6.00%
3.75%

Additional jjjtlfef
$649
$689
$546

[1] Includes Automatic Fire Detection/Sprinkler Grant.

2a. Calculation of Total Grant Amount for a New School Facility
at Each School Level
§|(|nt per New
| Usable Acre
$17,308
Elementary School
$17,308
Junior High School
$17,308
High School

Site Size
12.8
16.7
41.6

Grant per
School Facility
$221,542
$289,044
$720,013

2b. Calculation of Grant Amount per Student at Each School Level
_
il
Facility i|
Grant per
School Level
(HHMilillllly
warn**.
850
$261
$221,542
Elementary School
1,200
$241
Junior High School
$289,044
2,000
$360
$720,013
High School

3. Determination of Total Grant per Student for General Site Development
at Each School Level
if

as a percentage of
I
Base Per-Pupil

1 •' ttllM'
Elementary School
Junior High School
High School

$649
$689
$546

Total Giant for
Grant per
Student
$261
$241
$360

$910
$930
$906

Comparison of School Facilities Needs Analysis from 2015 and 2016
Alternative Fees 2016

Alternative Fees 2015

Fee

Alternative No, 2 Fee

Amount per
Square foot
$5.70

Alternative No. 2 Fee

Amount per
Square foot
$8.19

Alternative No. 3 Fee

$11.41

Alternative No. 3 Fee

$16.38

Fee

Projected Student Enrollment 2015
School Level

Elementary
School
Junior High
School
High School
Total

Total Projected Students
from Future Units
906

166
358
1,430

Existing School Facilities
Existing Excess/fShortage) Capacity 2015
School Level Excess/(Shortage)
Capacity
7
Elementary
School
(131)
Junior High
School
High School (179)
(303)
Total

Projected Student Enrollment 2016
School Level

Elementary
School
Junior High
School
High School
Total

Total Projected Students
from Future Units
1,281

300
430
2,011

Existing Excess/(Shortage) Capacity 2016
School Level

Elementary
School
Junior High
School
High School
Total

Excess/(Shortage)
Capacity
(426)

(332)
(175)
(933)

School Facilities Needed 2015
School Facilities Needed 2016
* School facilities expected to be needed to house the projected unhoused students generated
from future units.
School Level

Elementary
School
Junior High
School
High School

Total Facilities
Needed
1.066

0.138
0.179

School Level

Elementary
School
Junior High
School
High School

Total Facilities
Needed
1.507

0.250
0.215

Exhibit F

How California should fight poverty: Add housing stock
By The San Diego Union-Tribune Editorial Board

| 6 a.m.

March 6, 2016

FILE - In this March 29, 2013 file photo, Antonio Garcia, 54, left, who introduced himself as a mathematician, peeks through the
opening of his makeshift shelter made of cardboard boxes in the Skid Row area of Los Angeles. Reducing poverty has emerged as
the key theme in California after state lawmakers moved closer to raising the minimum wage, expanding health care to immigrants
and allowing child care providers to unionize. (AP Photo/Jae C. Hong, File) The Associated Press
Three new studies (http://next10.org/publications) commissioned by Next 10 — a San Francisco think tank that focuses on quality of
life in California — make a powerful case that extreme housing costs threaten to make much of the state like Malibu and Santa
Barbara, where only the wealthy can afford to live and most of the workers who support them have long commutes from cheaper
inland areas. The analyses — prepared by Beacon Economics, a respected Los Angeles-based consultant — make a powerful case
that the focus of state anti-poverty efforts should be bringing down housing costs.
Beacon reports that from 2005 to 2015, California ranked 49th out of 50 states in building new housing per capita. According to the
latest data, it ranks 49th in homeownership and last in overall housing affordability. California renters also spend a higher percentage
of their income on housing than their counterparts in all but one other state — even though Californians are far more likely to share
apartments with non-family members than Americans in general.

Like us on Facebook to see more editorials, essays and cartoons. >>>
(https://www.facebook.com/UTOpinion/)
These high costs are not daunting to the affluent. Net migration data show that from 2007 to 2014, 80,000 families with a household
income of $150,000 or more moved to the Golden State. But during that span, 563,000 families with income of less than $50,000 left
the state, as did 139,000 families with income from $50,000 to $99,999.
These trends are likely to continue, according to Beacon, unless state leaders change state laws — starting with the California
Environmental Quality Act (CEQA) — to make it easier to build new housing and less easy for opponents to tie up developers with
demands and prolonged court battles. Without such changes, Beacon warned that the state could face worker shortages, depressed
demand for goods and services, and increased welfare costs.

Join the conversation on Twitter now. >>> (https://twitter.com/sdutIdeas)
These reports should serve as a wake-up call to California’s political establishment. After seeing similar circumstances in his city,
New York Mayor Bill de Blasio — one of the nation’s leading progressive politicians — launched a push to add 80,000 new housing
units. Vox executive editor Matthew Yglesias — one of the nation’s leading progressive journalists — has expressed astonishment
for years that there’s not a broader appreciation of how much restrictive housing regulations hurt the poor and middle class. In his
2012 e-book (http://www.goodreads.com/book/show/13513173-the-rent-is-too-damn-high), “The Rent Is Too Damn High,” Yglesias
wrote that high rent is “bad for the environment; it promotes long commutes, traffic jams, misery and smog. What’s more, high rent is
not a fact of nature. It’s the result of bad public policy, and it deserves to be taken seriously as one of the critical problems we face.”
Especially in California. New Census Bureau measures that include cost of living show the state to be America’s poverty capital, with
nearly one in four residents barely able or unable to make ends meet. But to date, attempts to address poverty have focused on
raising the minimum wage and adding money to affordable housing programs that amount to lotteries in which select few families
gain access to subsidized homes.
These are policies that allow the state’s most powerful forces to show sympathy for the impoverished without addressing the biggest
cause of mass poverty. The millions of Californians who feel stricken by their monthly housing bills deserve far better.

Next editorial: Thanks, San Diego police, for mandatory dog training
(http://www.sandiegouniontribune.com/news/2016/mar/05/police-mandatory-dog-training/)
© Copyright 2016 The San Diego Union-Tribune. All rights reserved.
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California’s High Housing Costs
Causes and Consequences
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EXECUTIVE SUMMARY

California’s Home Prices and Rents Higher Than Just About Anywhere Else. Housing in
California has long been more expensive than most of the rest of the country. Beginning in about
1970, however, the gap between California’s home prices and those in the rest country started to
widen. Between 1970 and 1980, California home prices went from 30 percent above U.S. levels to
more than 80 percent higher. This trend has continued. Today, an average California home costs
$440,000, about two-and-a-half times the average national home price ($180,000). Also, California’s
average monthly rent is about $1,240, 50 percent higher than the rest of the country ($840 per
month).
Building Less Housing Than People Demand Drives High Housing Costs. California is a
desirable place to live. Yet not enough housing exists in the state’s major coastal communities to
accommodate all of the households that want to live there. In these areas, community resistance to
housing, environmental policies, lack of fiscal incentives for local governments to approve housing,
and limited land constrains new housing construction. A shortage of housing along California’s
coast means households wishing to live there compete for limited housing. This competition bids
up home prices and rents. Some people who find California’s coast unaffordable turn instead to
California’s inland communities, causing prices there to rise as well. In addition to a shortage of
housing, high land and construction costs also play some role in high housing prices.
High Housing Costs Problematic for Households and the State’s Economy. Amid high
housing costs, many households make serious trade-offs to afford living here. Households with
low incomes, in particular, spend much more of their income on housing. High home prices here
also push homeownership out of reach for many. Faced with expensive housing options, workers in
California’s coastal communities commute 10 percent further each day than commuters elsewhere,
largely because limited housing options exist near major job centers. Californians are also four times
more likely to live in crowded housing. And, finally, the state’s high housing costs make California a
less attractive place to call home, making it more difficult for companies to hire and retain qualified
employees, likely preventing the state’s economy from meeting its full potential.
Recognize Targeted Role of Affordable Housing Programs. In recent decades, the state has
approached the problem of housing affordability for low-income Californians and those with unmet
housing needs primarily by subsidizing the construction of affordable housing through bond funds,
tax credits, and other resources. Because these programs have historically accounted for only a small
share of all new housing built each year, they alone could not meet the housing needs we identify in
this report. For this reason, we advise the Legislature to consider how targeted programs that assist
those with limited access to market rate housing could supplement broader changes that facilitate
more private housing construction.
More Private Housing Construction in Coastal Urban Areas. We advise the Legislature to
change policies to facilitate significantly more private home and apartment building in California’s
coastal urban areas. Though the exact number of new housing units California needs to build is
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uncertain, the general magnitude is enormous. On top of the 100,000 to 140,000 housing units
California is expected to build each year, the state probably would have to build as many as 100,000
additional units annually—almost exclusively in its coastal communities—to seriously mitigate
its problems with housing affordability. Facilitating additional housing of this magnitude will
be extremely difficult. It could place strains on the state’s infrastructure and natural resources
and alter the prized character of California’s coastal communities. It also would require the state
to make changes to a broad range of policies that affect housing supply directly or indirectly—
including policies that have been fundamental tenets of California government for many years.
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INTRODUCTION
Living in decent, affordable, and reasonably
located housing is one of the most important
determinants of well-being for every Californian.
More than just basic shelter, housing affects our
lives in other important ways, determining our
access to work, education, recreation, and shopping.
The cost and availability of housing also matters
for the state’s economy, affecting the ability of
businesses and other employers to hire and retain
qualified workers and influencing their decisions
about whether to locate, expand, or remain in
California.
Unfortunately, housing in California is
extremely expensive. Many households struggle
to find housing that is affordable and meets their
needs. Amid this challenge, many households make
serious trade-offs in order to live here. Because
of the important role housing plays in the lives of
Californians, the state’s high housing costs are a
major ongoing concern for state and local policy
makers.
The purpose of this report is to provide the
Legislature an overview of the state’s complex and
expensive housing markets, encompassing both
single-family homes and multi-family apartments.
We pay particular attention to identifying what
has caused housing prices to increase so quickly
in recent decades, and provide information to
assist the Legislature in making decisions that will
affect the future performance of the state’s housing
markets. The report covers four main questions:
•

How expensive is housing in California?

•

What has caused housing prices to increase
so quickly over the past several decades
and what would it take to moderate this
trend?

•

What are the consequences of California’s
high housing costs on the state’s
households and the economy generally?

•

What steps should the Legislature take in
the near term as it considers how to address
the state’s high housing costs?

High Housing Costs Are Not California’s Only
Housing Challenge. Though this report focuses
on high housing costs, California also faces other
significant housing challenges meriting legislative
consideration, including: (1) facilitating housing
options for the state’s homeless individuals and
families; (2) mitigating adverse health effects
related to living in substandard housing or housing
near sources of pollution; and (3) removing
noneconomic barriers to housing, such as race,
ethnicity, gender, and disability status. These
challenges are beyond the scope of this report.
However, addressing the state’s high housing costs,
as a broad goal, could help mitigate other housingrelated problems and thus improve the lives of
many Californians.
Information Online. Additional information
on housing in California will be posted on our
California Economy and Taxes blog (www.lao.
ca.gov/LAOEconTax) in the days following this
report’s release.

HOW EXPENSIVE IS HOUSING IN CALIFORNIA?
Housing Is More Expensive in California
Than Just About Anywhere Else. As shown in
Figure 1 (see next page), home prices in California

are much higher than they are in other large states.
(Among all states, only Hawaii is more expensive,
on average, than California.) As of early-2015, the
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Figure 1

Home Prices Higher in California Than in Other Large Statesa
Median Home Value, January 2015
California
Massachusetts
New Jersey
Washington
Colorado
Maryland
New York
Virginia
Arizona
Minnesota
U.S. Average
Florida
Illinois
Wisconsin
Pennsylvania
North Carolina
Louisiana
Georgia
Texas
South Carolina
Missouri
Tennessee
Alabama
Michigan
Ohio
Indiana
100,000

200,000

300,000

400,000

$500,000

a Figure shows largest 25 states according to population.

typical California home cost $437,000, more than
double the typical U.S. home ($179,000). California
renters also face higher costs. In 2013, median
monthly in California was $1,240, nearly 50 percent
more than the national average.
6
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Home Prices and Rents Vary Widely Within
California. In a state as large and economically
diverse as California, some areas have much higher
home prices and rents (and other areas much
lower) than the statewide average. As shown in
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Figure 2 (see next page), for example, home prices
in California’s most expensive metropolitan area
(or “metro”), San Francisco, are more than double
the state average and about six times higher than
Bakersfield, the state’s least expensive metro.
(Throughout our report we use the U.S. census
definitions of metropolitan areas—or metros.
Census metros are comprised of counties—or, in
some cases, a single county—that share similar
socio-economic characteristics and surround
a common urban core.) Rents vary throughout
the state as well. The average monthly rent for a
two-bedroom apartment in San Francisco ($2,000)
was two and a half times greater than the average
in Fresno or Bakersfield (both about $800).
Even California’s Least Expensive Housing
Markets Are More Expensive Than Average.
Single-family home prices and apartment rents
in less costly areas of the state, such as Fresno
and Bakersfield, though considered inexpensive
by California standards, are about average
compared with the rest of the country. Each of
the state’s other major metros are well-above
the rest of nation, even California’s other major
inland metros, Riverside-San Bernardino and
Sacramento.
California’s Home Prices and Rents Have
Risen Faster Than U.S. Average Since the 1940s.
Figure 3 (see page 9) shows how average U.S. and
California home prices have changed over time.
In 1940, the average California home cost about
20 percent more than the average U.S. home. By
the end of the 1940s, the state’s home prices were
30 percent higher than average. Over the next
20 years—1950 through 1970—California home
prices increased about as quickly as the national
average. Beginning in about 1970, however, home
prices throughout the state began to accelerate.
Prices were 80 percent above U.S. levels by 1980,
and by 2010, the typical California home was twice
as expensive as the typical U.S. home. As of 2015,

average California home prices were two-anda-half times higher than average national home
prices.
Many Households Have Difficulty Affording
Housing in California. As we describe in more
detail later in this report, California’s high housing
costs force many households to make serious
trade-offs. In most instances, these trade-offs
are particularly challenging for households with
low incomes. Notable and widespread trade-offs
include (1) spending a greater share of their
income on housing, (2) postponing or foregoing
homeownership, (3) living in more crowded
housing, (4) commuting further to work each day,
and (5) in some cases, choosing to work and live
elsewhere.
Government Housing Programs Ease
Housing Costs for Some. Federal, state, and local
government housing programs generally work in
one of two ways, by: (1) increasing the supply of
moderately priced housing or (2) reducing housing
costs for some households.
•

Programs That Build New Housing.
Federal, state, and local governments
provide direct financial assistance—
typically tax credits, grants, or low-cost
loans—to housing developers for the
construction of new rental housing. In
exchange, developers reserve these units for
lower-income households. (Until recently,
local redevelopment agencies also provided
this type of financial assistance.) Data
suggests these programs together have
subsidized the new construction of about
7,000 rental units annually in the state—or
about 5 percent of total public and
private housing construction—since the
mid-1980s. In addition to direct subsidies,
some local governments increase the
supply of affordable housing by requiring
developers of market-rate housing to set
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Figure 2

California's Housing Prices Vary, but Most Are Well Above U.S. Levels
Average Monthly Rent

Average Home Price
San Francisco
$952K

San Jose
$843K

San Francisco
$2,000
Santa Ana-Anaheim
$609K

San Jose
$1,780
Oakland
$567K

Los Angeles,
San Diego & Oakland
$1,390

Santa Ana-Anaheim
$1,490
San Diego
$471K

CA Average Rent $1,240

Los Angeles
$490K

CA Average Price $437K

RiversideSan Bernardino
$1,080
U.S.
Average
$840

Sacramento
$950
Bakersfield
$820

Sacramento
$333K

Fresno
$810

RiversideSan Bernardino
$284K

Fresno
$188K
Bakersfield
$170K
Note: Rents based on 2013 American Community Survey. Prices reflect Zillow data, January, 2015.
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aside some of the units they are building
for low- and moderate-income households,
a policy called “inclusionary housing.”
•

low-income tenants for a portion of a
rental unit’s monthly cost. About
400,000 Sign Off
Graphic
California households receive this type of
Secretary
housing assistance. In other cases, local
Analyst
governments limit how much landlords
MPA
can increase rents each year for
existing
Deputy
tenants. About 15 California cities have
these so-called rent controls, including
Los Angeles, San Francisco, San Jose, and
Oakland.

Programs That Help Households Afford
Housing. In addition to constructing new
housing, governments have also taken steps
to make existing housing more affordable.
In some cases, the federal government
makes payments to landlords—known
as housing vouchers—on behalf of

Figure 3
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WHY IS HOUSING EXPENSIVE IN CALIFORNIA?
A collection of factors drive California’s high
cost of housing. First and foremost, far less housing
has been built in California’s coastal areas than
people demand. As a result, households bid up the
cost of housing in coastal regions. In addition, some
of the unmet demand to live in coastal areas spills
over into inland California, driving up prices there
too. Second, land in California’s coastal areas is
expensive. Homebuilders typically respond to high
land costs by building more housing units on each
plot of land they develop, effectively spreading the
high land costs among more units. In California’s
coastal metros, however, this response has been
limited, meaning higher land costs have translated
more directly into higher housing costs. Finally,
builders’ costs—for labor, required building
materials, and government fees—are higher in
California than in other states. While these higher
building costs contribute to higher prices throughout
the state, building costs appear to play a smaller role
in explaining high housing costs in coastal areas.
This section describes how each of these factors
increase home prices and rents in California.
Building Less Housing Than People
Demand Drives High Housing Costs
California Is Building Too Little Housing in
Coastal Areas. California is a very desirable place
to live, with temperate weather, long stretches
of coastline, and highly educated and culturally
diverse economic centers. Many households wish
to live in California. However, some of California’s
most sought after locations—its major coastal
metros (Los Angeles, Oakland, San Diego, San
Francisco, San Jose, and Santa Ana-Anaheim),
where around two-thirds of Californians live—do
not have sufficient housing to accommodate all of
the households that want to live here. The lack of
housing on the California coast means households
10 Legislative Analyst’s Office   www.lao.ca.gov

wishing to live there compete for limited housing.
This competition bids up housing costs.
Rising home prices and rents are a signal that
more households would like to live in an area than
there is housing to accommodate them. Housing
developers typically respond to this excess demand
by building additional housing. This does not
appear to be true, however, in California’s coastal
metros. Building activity during the recent housing
boom demonstrates this. During the mid-2000s,
housing prices were rising throughout the country
and, in most locations, developers responded with
additional building. As Figure 4 shows, however,
new housing construction, as measured by building
permits issued by local officials, remained flat
in California’s coastal metros. We also find that
building activity in California’s coastal metros
has been significantly lower than in metros
outside of California that have similar desirable
characteristics—such as temperate weather, coastal
proximity, and economic growth—and, therefore,
likely have similar demand for housing. For
example, Seattle—a coastal metro with economic
characteristics and average temperatures that are
similar to California’s Bay Area metros—added
new housing units at about twice the rate as San
Francisco and San Jose over the last two decades.
(Specifically, Seattle’s housing stock—its total
number of housing units—grew at an average
annual rate of 1.4 percent per year while San
Francisco and San Jose’s housing stock grew by
only 0.7 percent per year.)
Between 1980 and 2010, construction of new
housing units in California’s coastal metros was low
by national and historical standards. During this
30-year period, the number of housing units in the
typical U.S. metro grew by 54 percent, compared
with 32 percent for the state’s coastal metros. Home
building was even slower in Los Angeles and San
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Jump in California Housing Costs Occurred
Graphic
as Building Slowed. A look at housing
costsSign
in Off
California’s coastal metros in recent
decades shows
Secretary
a connection between the slow rate
of building and
Analyst
higher housing costs. The slowdown
MPAin building
Deputy
in California’s coastal metros corresponded
with
a substantial rise in housing costs relative to the
rest of the country. In 1970, home prices in the

Francisco, where the housing stock grew by only
around 20 percent. As Figure 5 shows, this rate
of housing growth along the state’s coast also is
low by California historical standards. During an
earlier 30-year period (1940 to 1970), the number
of housing units in California’s coastal metros grew
by 200 percent.

Figure 4
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state’s coastal metros were about 50 percent more
expensive than in the rest of the country. This gap has
widened considerably since that time. Homes in the
coastal metros are now more than three times more
expensive than the rest of the country. Similarly, rents
have grown more expensive, with the gap between
the coastal metros and the rest of the country
increasing threefold since 1970 (from 16 percent more
expensive to around 50 percent more expensive).
Link Between Development and Housing Costs
Exists Elsewhere Too. The same relationship between
growth of housing supply and housing costs exists
throughout the country, suggesting that what has
occurred in California is not coincidental. Looking
broadly at major metropolitan counties (counties
comprising metros with a population of 500,000 or
greater) throughout the country, places with slower
housing growth generally have more expensive
housing. Based on U.S. Census data, the median
home price in 2010 was just over $300,000 in the fifth
of counties that grew the slowest between 1980-2010,
compared with $195,000 in the fifth of counties that
grew the fastest.
Our review indicates that that the relationship
between growth of housing supply and increased
housing costs is complex and affected by other
factors—such as demographics, local economies,
and weather. Nonetheless, using common statistical
techniques to account for the influence of these other
factors, there remains a strong relationship between
home building and prices. For example, our analysis
suggests that—after controlling for other factors—if a
county with a home building rate in the bottom fifth
of all counties during the 2000s had instead been
among the top fifth, its median home price in 2010
would have been roughly 25 percent lower. Similarly,
its median rent would have been roughly 10 percent
lower.
Spillover of Demand to Live on the Coast Affects
Housing Costs in Inland California. In contrast
to the coast, more home building has occurred in
12 Legislative Analyst’s Office   www.lao.ca.gov

California’s inland metros (Bakersfield, Fresno,
Riverside-San Bernardino, and Sacramento) than
typical U.S. metros. California’s inland metros added
housing at about twice the rate of the typical U.S.
metro between 1980 and 2010. Yet housing costs in
much of inland California are above average relative
to the rest of the country. High housing costs in
the state’s inland metros appear to result largely
from their proximity to California’s coast. Some
households and businesses that want to locate on
California’s coast but find housing too expensive
there locate in California’s inland metros instead.
This displaced demand places pressure on inland
housing markets and results in higher home prices
and rents there. Examining the relationship between
housing costs in neighboring counties throughout
the country using U.S. Census data from 1980 and
2010, we find that this spillover effect is substantial.
Our analysis suggests that—after accounting for
a variety of other factors that can affect housing
costs—a 10 percent increase in housing costs in a
county is associated with a roughly 5 percent increase
in housing costs in its neighboring counties.
High Land Costs and Low Density
Development Make Housing Expensive
Land Costs Are High on the California Coast.
Land prices on the California coast are among
the highest in the country. In contrast, land prices
in inland California typically are at or below the
national average. Comparing land prices across
metropolitan areas can be difficult, largely due to
data limitations. Nonetheless, several estimates of
land values are available in the economics literature
and they find that land is considerably more
expensive on California’s coast. One analysis of land
sales between 2005 and 2010 found that land prices
in California’s metros ranged from twice as expensive
as the average U.S. metro (Oakland and San Diego)
to more than four times as expensive (San Francisco).
We also examined existing data to better understand
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the value of single-family home lots in different areas.
Using American Housing Survey data from 2011, we
found an even greater divergence between California
and the rest of the country. Residential land in an
average U.S. metro was valued at around $20,000 per
acre, compared with over $150,000 in California’s
coastal metros. Land values were highest in San
Francisco, where an acre of land was valued at nearly
$400,000.
High Land Costs Can Be Offset Through Dense
Development. Although high land costs can translate
into higher home prices and rents, it is possible
to offset the effects of high land costs through
more dense development. (The density of housing
refers to the number of housing units per unit of
land—typically measured in units per acre. Higherdensity housing, such as an apartment building,
has more housing units per acre.) Building more
units on the same plot of land allows a developer to
spread land costs across more units, lessening the
impact of land costs on the cost of each unit. This is
because land costs are fixed and do not increase if
a developer builds additional units. For example, if
a developer builds five homes on a plot of land that
costs $100,000, the land cost per unit is $20,000.
Alternatively, if the developer builds ten homes
on the same plot of land, the land cost per unit is
only $10,000. Builders faced with high land costs,
therefore, generally will build more dense housing.
When this occurs, the effect of high land costs on
home prices and rents is reduced.
Little Increase in Housing Densities in Coastal
Metros. While developers typically respond to high
land costs by building more dense housing, this
response appears to be somewhat limited in most
of California’s coastal metros. As a result, high land
costs in these areas have translated more directly into
higher housing costs. We examined U.S. Census data
to compare changes in housing densities during the
2000s in California’s coastal metros to changes in
metros elsewhere in the country. Our initial review

of California’s coastal metros found that housing
densities rose significantly faster in San Francisco
than the other California coastal metros, which is
unsurprising given that San Francisco’s land prices
are higher than just about anywhere else in the U.S.
Because San Francisco appeared to be exceptional,
we focused the rest of our review on California’s
other coastal metros. We compared changes in
density in these other California coastal metros with
metros that have land prices and existing housing
densities similar to those found on California’s
coast. We selected Boston, Las Vegas, Miami, Seattle,
and Washington D.C. as our comparison group of
metros. Our review found that, during the 2000s,
the housing density of a typical neighborhood in
California’s coastal metros rose by 4 percent. This
increase in density was considerably less than the
11 percent average increase in our comparison group.
Furthermore, we estimate that the new housing built
in these comparison metros was about 40 percent
more dense than housing built in California’s
coastal metros. New housing in the comparison
metros had an average density of about 14 units
per acre, compared with about ten units per acre in
California’s coastal metros.
Building Costs Increase Housing Costs
Building Costs Are Higher in California.
Aside from the cost of land, three factors determine
developers’ cost to build housing: labor, materials,
and government fees. All three of these components
are higher in California than in the rest of the
country. Construction labor is about 20 percent
more expensive in California metros than in the
rest of the country. California’s building codes and
standards also are considered more comprehensive
and prescriptive, often requiring more expensive
materials and labor. For example, the state requires
builders to use higher quality building materials—
such as windows, insulation, and heating and cooling
systems—to achieve certain energy efficiency goals.
www.lao.ca.gov   Legislative Analyst’s Office 13
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Additionally, development fees—charges levied on
builders as a condition of development—are higher
in California than the rest of the country. A 2012
national survey found that the average development
fee levied by California local governments (excluding
water-related fees) was just over $22,000 per singlefamily home compared with about $6,000 per
single-family home in the rest of the country. (This
survey reflects school facilities fees imposed during
this period and not the higher so-called “Level 3” fees
that school districts may impose in the future if the
State Allocation Board makes certain declarations
about the availability of school construction funds.)
Altogether, the cost of building a typical single-family
home in California’s metros likely is between $50,000
and $75,000 higher than in the rest of the country.
Effect of Building Costs on Prices and Rents
Varies Across Regions of the State. Higher
building costs contribute to higher housing costs
throughout the state. The relationship between
building costs and prices and rents, however,
differs across inland and coastal areas of the state.

In places where housing is relatively abundant,
such as much of inland California, building costs
generally determine housing costs. This is because
landlords and home sellers compete for tenants
and homebuyers. This competition benefits renters
and prospective homebuyers by depressing prices
and rents, keeping them close to building costs.
In these types of housing markets, building costs
account for the vast majority of home prices. In two
major inland metros—Riverside-San Bernardino
and Sacramento—building costs account for over
fourth-fifths of home prices. In contrast, in coastal
California, the opposite is true. Renters and home
buyers compete for a limited number of apartments
and homes, bidding up prices far in excess of building
Sign Off
costs. Building costs account forGraphic
around one-third
of home prices in California’s coastal
metros. Under
Secretary
these circumstances, as Figure 6Analyst
shows, building
MPA
costs explain only a small portion of growth in
Deputy
housing costs. Instead, increasing
competition for
limited housing is the primary driver of housing cost
growth in coastal California.

Figure 6

Home Prices on California Coast Have Risen Much Faster Than Construction Costs
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WHY DO COASTAL AREAS NOT
BUILD ENOUGH HOUSING?
As we discussed in the last section, California’s
home prices and rents have risen because housing
developers in California’s coastal areas have not
responded to economic signals to increase the
supply of housing and build housing at higher
densities. A collection of factors inhibit developers
from doing so. The most significant factors are:
•

•

Community Resistance to New Housing.
Local communities make most decisions
about housing development. Because of
the importance of cities and counties in
determining development patterns, how
local residents feel about new housing is
important. When residents are concerned
about new housing, they can use the
community’s land use authority to slow or
stop housing from being built or require it
to be built at lower densities.
Environmental Reviews Can Be Used to
Stop or Limit Housing Development. The
California Environmental Quality Act
(CEQA) requires local governments to
conduct a detailed review of the potential
environmental effects of new housing
construction (and most other types of
development) prior to approving it. The
information in these reports sometimes
results in the city or county denying
proposals to develop housing or approving
fewer housing units than the developer
proposed. In addition, CEQA’s complicated
procedural requirements give development
opponents significant opportunities to
continue challenging housing projects after
local governments have approved them.

•

Local Finance Structure Favors
Nonresidential Development. California’s
local government finance structure
typically gives cities and counties greater
fiscal incentives to approve nonresidential
development or lower density housing
development. Consequently, many cities
and counties have oriented their land
use planning and approval processes
disproportionately towards these types of
developments.

•

Limited Vacant Developable Land. Vacant
land suitable for development in California
coastal metros is extremely limited. This
scarcity of land makes it more difficult
for developers to find sites to build new
housing.

We discuss these factors in more detail below.
Community Resistance Is Heightened
Local Communities Make Most Decisions
About New Housing. Cities and counties generally
decide when, where, and to what extent housing
development will occur (cities make these
decisions within their boundaries and counties
in unincorporated areas). Local zoning laws and
building codes specify where housing may be built,
as well as its density, quality, and style. Housing
developers are required to obtain building permits
from city and county planning departments and
typically must gain approval from local planning
commissions and city councils or county boards
of supervisors. Cities and counties also prepare
General Plans that shape their communities’
long-term development patterns.

www.lao.ca.gov   Legislative Analyst’s Office 15
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Local Resident Concerns About New Housing
Are Common Throughout the U.S. In general,
many potential or perceived downsides of new
housing accrue to existing residents, while many
of the benefits of new housing accrue to future
residents. As a result, existing residents sometimes
take steps to slow or stop development.
There are many possible reasons residents may
be hesitant about new housing. Some residents
may see new housing as a threat to their financial
wellbeing. For many homeowners, their home
is their most significant financial investment.
Existing homeowners, therefore, may be inclined to
limit new housing because they fear it will reduce
the values of the homes.
Residents also may feel that new housing
reduces their nonfinancial wellbeing. Many people,
as they become accustomed to their lifestyle and
the character of their neighborhood, naturally are
hesitant about change and future unknowns. It is
unsurprising then that they would be concerned
about adding new housing to their community
because it presents uncertainty and possibilities of
change. Expanded development can strain existing
infrastructure—such as streets and roads, schools,
and parks—requiring residents to change the way
they use these public goods. For example, new
development may increase traffic on existing streets
and roads, forcing some residents who commute via
car to take public transportation instead. Strains
on existing infrastructure also may require state
and local governments to make new investments in
infrastructure to expand capacity. New housing also
can alter the character of a community, shifting it
from a rural to an urban setting or from a traditional
single-family home neighborhood to a neighborhood
with a mix of densities and land uses. In addition,
new housing can place strains on natural and
environmental resources, in some instances making
it more difficult to ensure adequate air and water
quality or to protect natural ecosystems.
16 Legislative Analyst’s Office   www.lao.ca.gov

Opposition to New Housing Appears to Be
Heightened on the California Coast. Hesitance
about new housing can lead residents to pressure
local officials to use their land use authority to
slow or block new development or may result
in residents directly intervening in land use
decisions via the initiative and referendum process.
Compared with the rest of the country, these
types of activities appear to occur more often in
California’s coastal communities, suggesting that
community opposition to housing is heightened in
these areas.
Many Coastal Communities Have Growth
Controls. Over two-thirds of cities and counties in
California’s coastal metros have adopted policies
(known as growth controls) explicitly aimed at
limiting housing growth. Many policies directly
limit growth—for example, by capping the number
of new homes that may be built in a given year
or limiting building heights and densities. Other
policies indirectly limit growth—for example,
by requiring a supermajority of local boards to
approve housing projects. Research has found that
these policies have been effective at limiting growth
and consequently increasing housing costs. One
study of growth controls enacted by California
cities found that each additional growth control
policy a community added was associated with a
3 percent to 5 percent increase in home prices.
Project Reviews Along Coast Often Are Slow
and Cumbersome. Cities and counties often
require housing projects to go through multiple
layers of review prior to approval. For example,
a project may require independent review by a
building department, health department, fire
department, planning commission, and city
council. Each layer of review can increase project
approval time. Additional complexity in review
processes also creates avenues for concerned
residents to slow building or reduce its size and
scope, as the story in the nearby box shows. One
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survey of city and county officials nationwide
suggests that communities in California’s coastal
metros take about two and a half months longer, on
average, to issue a building permit than in a typical
California inland community or the typical U.S.
metro (seven months compared to four and a half
months). Divergence from the rest of the country
was more significant in some communities—for
example, typical approval time was over a year in
San Francisco and over eight months in the City
of Los Angeles. If a project required a change in
local zoning laws—as is common among large
projects—approval time was much longer. The
average time to approve a rezoning was just under
a year in California’s coastal metros, about three
months longer than in a typical California inland
community or a typical U.S. metro. Researchers
have linked additional review time to higher
housing costs. A study of jurisdictions in the
Bay Area found that each additional layer of
independent review was associated with a 4 percent
increase in a jurisdiction’s home prices.

Local Ballot Measures on Coast Have Limited
Development. Many significant land use decisions
in California’s coastal communities are made by
voters. More often than not, voters in California’s
coastal communities vote to limit housing
development when given the option. Our review of
local elections data between 1995-2011 found that
voters in California’s coastal metros took a position
that limited housing growth—either by voting
“yes” for a measure constraining growth or voting
“no” for a measure that would allow growth—
about 55 percent of the time. On average, coastal
communities as a whole approved five measures per
year limiting housing growth (or rejected measures
allowing new building). While most major local
jurisdictions throughout the country have some
form of an initiative and referendum process,
California’s high degree of voter involvement
in land use decisions appears to be unique. One
review of election results across the country during
the November 2000 election found that just under
half of all measures related to land use planning
and growth management were in California.

Community Challenged Recent Housing Project in Southern California
The story of a housing project in an expensive area of Southern California—according to various
media reports—shows the potential effects of community resistance on housing development.
In 2008, a Southern California local government approved construction of a condo tower in its
jurisdiction. Following the approval, a local homeowner’s association filed a lawsuit attempting
to overturn the approval on grounds that the project was too far out of compliance with the city’s
land use standards. During the lawsuit, which lasted around two years, the developer defaulted on
its loan for the project site and plans for development were abandoned. In 2011, a second developer
purchased the project site and continued efforts to build a condo tower. The project was completed
in 2014. However, in late 2014, in response to a second lawsuit from the local homeowner’s
association, a judge ruled the project’s building permits were invalid because the developers
had failed to preserve a historical building on the project site. As a result, some households were
prevented from moving into the completed condos. At the time this report was prepared (early
2015), this issue has not been resolved.
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Why Is Community Resistance to New
Housing Heightened on California Coast?
A collection of factors come together on the
California coast to create a particularly heightened
level of community resistance to new housing.
High demand to live on California’s coast results
in constant pressure for additional housing. At
the same time, residents of California’s coast have
much at stake in decisions about housing growth,
as their communities have very high home values
and desirable natural amenities. As a result,
residents often push back against proposals for new
housing. In addition, there is very little vacant land
for new housing, meaning that development often
takes the form of redevelopment in established
neighborhoods. Redevelopment changes these
neighborhoods, creating additional concerns for
existing residents.
CEQA Can Be Used to Delay or
Reduce Building Activity
CEQA Requires Environmental Review for
New Housing. CEQA was enacted in 1970 in order
to ensure that state and local agencies consider
the environmental impact of their decisions when
approving a public or private project. Under
CEQA, before approving new housing (or other
development), cities and counties usually must
conduct a preliminary analysis to determine
whether a project may have significant adverse
environmental impacts. If it is determined that
a project might create significant impacts, then
an environmental impact report (EIR) must be
prepared. An EIR provides detailed information
about a project’s likely effect on the environment,
considers ways to mitigate significant adverse
environmental effects, and examines alternatives
to the project. Where an EIR finds that a project
will have significant adverse environmental
impacts, a city or county is prohibited from
approving the project unless one of the following
18 Legislative Analyst’s Office   www.lao.ca.gov

two conditions is met: (1) the project developer
makes modifications that substantially lessen the
adverse environmental effects or (2) the city or
county finds that economic or other project benefits
override the adverse environmental effects. This
level of environmental review for private housing
development is uncommon among U.S. states. Only
four other states have comparable requirements.
CEQA Can Be Used to Reduce New Housing
Development. The CEQA process can provide
valuable information to decision makers and help
to avoid unnecessary environmental impacts.
The CEQA review process also provides many
opportunities for opponents to raise concerns
regarding a project’s potential effects on a wide
array of matters, including parking, traffic, air and
water quality, endangered species, and historical
site preservation. A project cannot move forward
until all concerns are addressed, either through
mitigation or with a determination by elected
officials that benefits of the project outweigh the
costs. In addition, after a local governing board
approves a project, opponents may file a lawsuit
challenging the validity of the CEQA review. As a
result of these factors, CEQA review can be time
consuming for developers. Our review of CEQA
documents submitted to the state by California’s
ten largest cites between 2004-2013 indicates that
local agencies took, on average, around two and a
half years to approve housing projects that required
an EIR. The CEQA process also, in some cases,
results in developers reducing the size and scope of
a project in response to concerns discovered during
the review process.
Limited Local Government Fiscal Incentive
to Approve Housing Development
Local Governments Weigh Fiscal Impacts of
Land Use Decisions. When property is developed,
communities usually:
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•

Receive Increased Tax Revenues. Many
developments, for example, generate
increased property and/or sales tax
revenues for the communities in which
they are located.

•

Face Increased Demand for Public
Services and Infrastructure. For example,
developments can trigger increased
demand for local governments to provide
police and fire services to new residents
or to expand streets and roads to
accommodate increased vehicle traffic.

Because different types of developments yield
different amounts of tax revenues and service
demands, local governments throughout the
nation commonly examine these fiscal effects when
considering new developments or planning for
future development. As a matter of fiscal prudence,
development that does not generate sufficient
revenues to fund a local government’s new costs
often is revised or rejected.
California Communities Often Benefit
More From Commercial Development. In
California, cities and counties typically find that
commercial developments—particularly major
retail establishments, auto malls, restaurants, and
hotels—yield the highest net fiscal benefits. This is
because the increased sales and hotel tax revenue
that a city (or, in the case of a development in an
unincorporated area, the county) receives from
these developments often more than offsets the
local government’s costs to provide them public
services. As a result, cities and counties often
encourage these types of commercial developments
to locate within their jurisdictions—for example
by zoning large sections of land for these purposes
and by offering subsidies or other benefits to the
prospective business owners.
In contrast, many California cities and
counties find that housing developments lead

to more local costs than offsetting tax revenues.
This is because these properties do not produce
sales or hotel tax revenues directly and the state’s
cities and counties typically receive only a small
portion of the revenue collected from the property
tax. In addition, lower-density luxury housing
often “pencils out” more favorably from a local
government standpoint than higher-density
moderate cost housing. This is because the luxury
housing generates higher levels of property tax
revenues per new resident.
Not surprisingly given these incentives, many
cities and counties have oriented their land use
planning and approval process disproportionately
towards the development of commercial
establishments and away from higher-density
multifamily housing.
Limited Developable Land
Topography Limits Developable Land.
Topography is the primary constraint on
developable land in California’s coastal metros.
Just under two-thirds of the area surrounding
the urban centers on California’s coast is
undevelopable due to mountains, hills, ocean, and
other water. This compares to less than a quarter of
land lost due to topography in a typical U.S. metro.
More Extensive Development Has Left
Limited Vacant Land. Another constraint on
development in California’s coastal metros is the
extent to which land already has been developed.
Land in the center of California’s major metros
(defined as land within a 25 mile radius of the city
hall of the metro’s largest city) contains housing
built at densities similar to metros in the rest of
the country. By comparison, land in the outlying
areas of California coastal metros (land beyond
the 25 mile radius) has housing at about twice the
density as outlying areas in metros elsewhere in the
country (four housing units per acre in California
versus about two units per acre elsewhere in
www.lao.ca.gov   Legislative Analyst’s Office 19
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the country). More development in outlying
areas typically leaves less vacant land for future
development.
Redeveloping Land Possible, but More
Difficult and Expensive. Overall, one survey of
land in California’s urban areas conducted in
2006 found that less than 1 percent of land in
California’s coastal urban areas was developable
and vacant. Limited vacant land, however, does
not mean that development must cease. Previously
developed but abandoned or underutilized parcels
can be redeveloped. Older, lower-density housing
can be replaced with new higher-density housing.
These types of redevelopment activities can yield
increased housing supply even in areas where little
or no vacant land exists. Redevelopment, however,
often is more cumbersome and expensive than
development on vacant land. Developers must
demolish old buildings and often are required
to address environmental pollutants and toxic

substances leftover from previous uses. New
construction, therefore, is likely to proceed at a
slower pace where land must be redeveloped.
Community Decisions Can Exacerbate Land
Scarcity. City and county land use policies can
alleviate pressures created by limited vacant land
by encouraging redevelopment and allowing
developers to build more housing on each parcel.
In many California communities, however, for
reasons discussed earlier the opposite is true.
Zoning laws often require developers to build
housing at densities that are common elsewhere
in the community, preventing developers from
building at higher densities to counter high land
costs. In addition, local communities sometimes
pressure developers to reduce a project’s planned
density during approval processes. Cities and
counties also can magnify the effect of scarce land
on housing costs by choosing to allocate a large
share of available land to nonhousing uses, such as
retail and hotel development.

HOW BIG IS CALIFORNIA’S HOUSING SHORTAGE?
In recent decades, California has built new
housing at a slower rate than the rest of the country
and much of this new housing has been built in
relatively underdeveloped inland areas. As a result,
California’s supply of housing has not kept pace
with demand to live in the state and housing costs
have grown faster than the rest of the country. To
give the Legislature an estimate of the magnitude of
this housing shortfall, we developed a quantitative
model of California’s housing market. This section
begins with a description of this model and its
findings and then assesses the likelihood of similarsized housing shortfalls continuing in the future.
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Estimating California’s
1980-2010 Housing Shortage
Our Model. As described more fully in this
report’s technical appendix, our model uses
standard statistical tools to examine housing
price and supply changes in major metropolitan
counties throughout the United States and control
for various factors. A key element of our model
is its ability to estimate the number of housing
units that needed to be built to satisfy demand
and keep housing prices within certain ranges. We
used the model to estimate the amount of housing
that—had it been built between 1980 and 2010—
would have kept California’s median housing
price from growing faster than the nation’s. Under
this approach, California’s median housing prices
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still would have grown between 1980 and 2010,
but the rate of growth would have been slower
and comparable to that in the rest of the country.
Under this housing supply scenario, California’s
housing prices would have been 80 percent higher
than the U.S. median in 2010, instead of reaching
twice the U.S. median (as actually occurred).
Key Findings. As we discuss further below,
our model estimates that keeping California
home prices from growing faster than the nation
between 1980 and 2010 would have required the
state to have:
•

Built substantially more new housing—in
the range of 70,000 to 110,000 additional
units each year.

•

Shifted more home building to coastal
areas.

•

Built denser housing, concentrated in
central cities.

More Housing in Total. Between 1980 and
2010, California’s major metros added about
120,000 new housing units each year. Our analysis

suggests that between 190,000 units per year
and 230,000 units per year were needed to keep
California’s housing cost growth in line with cost
escalations elsewhere in the U.S. (Our midpoint
estimate—which represents our single best guess
at California’s housing need—is slightly above
210,000 units per year. For the remainder of this
section, we discuss our midpoint estimates.)
Figure 7 shows our estimate of additional housing
construction needed in each of the past three
decades. These statewide estimates, however, mask
significant variation across regions of the state, as
well as across cities within those regions.
More Building on Coast, Less Inland. Our
estimates suggest that, to contain price growth,
the geographical distribution of new housing over
Sign with
Off
the past three decades neededGraphic
to be different,
significantly more building inSecretary
coastal areas and
somewhat less building in inland
areas. Figure 7
Analyst
MPA
compares actual home building
in California’s
Deputy
largest counties between 1980 and 2010 to the
levels of building that we estimate would have
kept home price growth in line with the rest of
the country. As Figure 8 on the next page shows,

Figure 7

Building More Housing Would Have Slowed Rising Housing Costs
Average Annual Number of New Housing Units Built by Decade, 1980-2010
250,000
Estimated Additional Units Neededa
New Housing Units Built

200,000
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100,000

50,000
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a Estimated new housing construction needed to prevent home prices from growing faster than the rest of the country.
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most of California’s coastal counties needed to
build three times as much (or more) housing as
they did, while inland counties built more housing
than our estimates suggest was needed to contain
price growth.
More Building in Central Cities, Less
in Outlying Areas. As we discussed above,
insufficient housing was built in California’s
coastal counties, causing demand to spill over
into inland areas. A similar situation appears
to have occurred within the coastal counties.
Insufficient housing was built in the central
cities of coastal counties to satisfy demand for
housing, driving development into suburban and
rural areas. As Figure 9 shows, between 1980

and 2010, home prices in most of California’s
largest cities grew faster than home prices in
surrounding areas within the same county.
In general, because unmet demand results in
competition for housing and rising costs, home
prices and rents are highest where unmet demand
is greatest. These price trends, therefore,
suggest Sign Off
Graphic
that unmet demand for housing is greater in
Secretary
central cities relative to surrounding areas. More
Analyst
housing development was needed in central cities
MPA
relative to surrounding areas to contain
growth in
Deputy
housing costs.
Denser Housing. Much of the buildable land
in California’s coastal metros has been developed.
Because of this, adding more housing to these

Figure 8

Housing Needs Vary Considerably Across Counties
Average Annual Number of New Housing Units Built by County, 1980-2010
Los Angeles
Santa Clara
Alameda
Orange
San Diego

Coastal Counties

San Francisco
San Mateo
Contra Costa
Ventura
Estimated Housing Units Neededa
New Housing Units Built

Riverside
Sacramento Region
San Bernardino

Inland Counties

Kern
Fresno
10,000

20,000

30,000

40,000

50,000

60,000

a Estimated new housing construction needed to prevent home prices from growing faster than the rest of the country.
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Secretary

metros would have required housing to be built
More Housing Would Mean More Californians.
Analyst
more densely. Figure 10 shows our estimates
If California had added 210,000 new housing units
MPA
of how dense housing would be in California’s
each year over the past three decades (as opposed
Deputy
coastal metros if they had grown over the last 30
to 120,000), California’s population would be much
years at the rate necessary to keep their prices in
greater than it is today. We estimate that around
line with the rest of the country. Housing densities 7 million additional people would be living in
in many coastal counties would be more than
California. In some areas, particularly the Bay
two-thirds higher under the
Figure 9
LAO growth scenario than
they are today. Despite these
Home Prices Generally Grew Faster in
Central Cities Than Outlying Areas
sizeable increases, housing
Growth in Inflation-Adjusted Home Prices Between 1980-2010
densities in California’s
coastal metros under our
250%
growth scenario would
Central City
not be unprecedented. As
200
Outlying Areas
Figure 10 shows, there are
other metropolitan counties
150
throughout the country that
currently are as dense as
100
California’s coastal metros
50
would be under our growth
scenario.
Alameda
County

Los Angeles
County

Sacramento
County

San Diego
County

Santa Clara
County

Figure 10

Building More Housing in Coastal Metros Would
Require Denser
ARTWORK
#140576Development
Housing Density in a Typical Neighborhood in California Counties, 2010
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Actual

LAO Growth Scenarioa

Counties Similar to
LAO Growth Scenario

Orange
4 units per acre (typical homes)

5 units per acre (typical homes)

Cook County (including Chicago), Illinois
Denver, Colorado

Los Angeles, Alameda, San Mateo, Santa Clara
4 to 5 units per acre (typical
homes)

7 to 9 units per acre (small lot
homes and duplexes)

Washington D.C.
Baltimore, Maryland

35 to 40 units per acre
(midrise apartments and
condos)

Brooklyn, New York
Bronx, New York

San Francisco
18 units per acre (two to three story
townhomes)

a Legislative Analyst’s Office (LAO) growth scenario = estimated new housing construction needed to prevent home prices from growing faster than
the rest of the country.
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Area, population increases would be dramatic.
For example, San Francisco’s population would be
more than twice as large (1.7 million people versus
around 800,000). In other areas of the state, where
significant housing development occurred due
to spillover demand in the state’s coastal metros,
population would likely be about what it is today or
potentially smaller.
What Does This Estimate
Tell Us About the Future?
As we have discussed, a collection of barriers
have prevented California’s housing developers
from responding to high demand to live on
California’s coast by building more housing there.
Our analysis in this section suggests that these
barriers have created a major disconnect between
the demand for housing and its supply. Looking
forward, there are many reasons to think this
dynamic will continue. Many of the primary factors
that make California desirable—moderate weather,
natural beauty, and coastal proximity of its major
metros—are ongoing. At the same time, we see no
signs that coastal community resistance to new
housing construction is abating. In addition, many

state and local policies that have slowed or stopped
development in recent decades remain in effect
today. We therefore think that, in the absence of
major policy changes, California’s trend of rapidly
rising housing costs is very likely to continue in
the future. Our analysis suggests that building
substantially more housing in coastal urban
areas—possibly as much as 100,000 additional units
each year—could prevent California’s housing costs
from continuing to grow faster than the U.S. In our
view, this major finding that demand for housing
in California substantially exceeds supply should
inform discussions and decision making regarding
state and local government housing policies.
We do, however, recognize that any attempt
to estimate the state’s future housing needs faces
significant uncertainties. Unforeseeable changes
in demographics, economic conditions, or
technology could shift dramatically the dynamics
of California’s housing markets. Readers, therefore,
should focus less on our specific estimates and
more on the simple story they tell: to contain rising
housing costs, California would have to build
significant more housing, especially in coastal
urban areas.

WHAT ARE THE CONSEQUENCES OF
CALIFORNIA’S EXPENSIVE HOUSING?
Housing costs are the largest component of
most households’ spending. Because housing is
such a large financial consideration, households
make careful decisions about the location, cost, and
amenities of their home. Faced with high home
prices and rents, California households must decide:
how much income can they spend on housing
(and therefore what must they consume less of);
where can they find housing of this sort; and how
far is this housing from work, school, and local
amenities? Each household finds its unique answers
24 Legislative Analyst’s Office   www.lao.ca.gov

to these questions, typically responding to high
housing costs with a combination of trade-offs. In
the following section, we review five significant
trade-offs households make when faced with
high housing costs. These include: (1) spending a
larger share of income on housing, (2) postponing
or foregoing homeownership, (3) living in more
crowded housing, (4) commuting further to work
each day, or (5) sometimes, choosing to work and
live elsewhere. We also discuss how these serious
trade-offs affect the state’s economy.
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Households Spend More of
Their Income on Housing
Housing Costs Are a Major Consideration
for Most Households. Housing costs are the
largest component of most household’s spending
each month. For homeowners, these costs include
monthly principal and interests payments; property
taxes and homeowner’s insurance; and household
utilities like water, gas, and electricity. For renters,
housing costs are their monthly rent and any
utilities the tenant pays. On average, American
households spend about one-quarter of their gross
monthly income on housing. (More information on
this data is available in the box on the next page.)
Despite Relatively Higher Incomes,
Californians Devote Larger Share to Housing.
Median household income in California is about
$9,000 more annually than the national median.
Median California housing costs, however, are
about $5,300 greater as well. For most California
households, therefore, higher housing costs
consume a large portion of their higher income.

Specifically, the median California household
spends about 27 percent of their monthly income
on housing. The median household in the rest
of the country, on the other hand, spends about
23 percent. This above-average trend exists
throughout California. As shown in Figure 11,
households in each of the state’s major metros spend
an above-average share of their income on housing.
In the state’s largest metro, Los Angeles, the average
household spends 30 percent of their income on
housing, 7 percent more than the national average.
The figures discussed above are median
housing costs as a share of income; that is, the
amount of income spent on housing where one-half
Graphic Sign Off
of households spend a smaller share and one-half
Secretary
spend a larger share. In this way, they
best reflect
Analyst
the typical household’s experience. For
other
types of households, however, differences
MPA between
Californians and the rest of the country
may be
Deputy
more or less pronounced.
Low-Income Californians Spend Greater
Share of Income on Housing. Households with low

Figure 11

California's Major Metros Are All
Less Affordable Than the Average U.S. Metro
Median Share of Household Income Spent on Housing, 2013
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incomes spend a smaller amount of money each
month on housing than do households with higher
incomes. Lower-income households nevertheless
spend a much larger share of their total income
on housing, leaving fewer resources leftover for
other spending and savings priorities. As shown
in Figure 12, California households in the bottom
quarter of the income distribution—the poorest
25 percent of households—report spending four
times more of their income (67 percent, on average)
than households in the top quarter of the income
distribution (16 percent, on average).
Gap Between California and U.S. Largest
for Low-Income Households. The difference
between what California households spend and
what U.S. households typically spend—a difference
that is the byproduct of the state’s high housing
costs—is largest for low-income households and

smallest for upper-income households. As shown
in Figure 12, California households with incomes
in the bottom quartile report spending 67 percent
of their income on housing, about 11 percent more
than low-income households elsewhere. This “gap”
persists across most income groups but becomes
smaller as income increases. For higher-income
households, as shown in the figure, California
households and households in other areas spend
a similar, much smaller, share of their income on
housing. These findings suggest that California’s
high housing costs are particularly challenging for
the state’s low-income households.
Renters Spend a Much Larger Share of Income
on Housing. Nationwide, renter households
spend a significantly larger share of their income
on housing. The median renter spends about
30 percent of his or her income on housing,

How Do We Calculate These Figures?
Analysis Based on Responses to the American Community Survey. The data in this section
are from individual and household responses to the Census Bureau’s 2013 American Community
Survey, which recently replaced the long-form decennial census. The survey asks a sample of all
households detailed questions about their finances, employment, demographics, location, and
housing characteristics.
What Is Household Income? In the American Community Survey, household income is the
total of incomes earned by each member of the household who is at least 16 years old. Income
includes wages and salaries; business income; interest; public assistance payments; Supplemental
Security Income; and social security and other retirement, disability, or survivor income. It does not
include capital gains income, money from the sale of a property, gifts, lump-sum inheritances, or
money that was borrowed during the year.
What Are Housing Costs? For owners, monthly housing costs include principal and interest
payments on their mortgage(s); homeowner’s fire, hazard, or flood insurance; property taxes;
utilities (electricity, gas, water, and sewer) and fuel costs; as well as monthly condominium fees or
mobile home costs when applicable. For renters, monthly housing costs include what they pay for
rent and any additional utilities or fuel costs in addition to their rent payments that are not paid by
the landlord on behalf of the tenant. Household rent payments are recorded as rent paid, even if rent
is paid by someone that does not reside in the household—a situation that could occur, for example,
if a university student’s rent was being paid in full or in part by his or her parents.
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whereas the median homeowner spends 20 percent.
Primarily, this occurs because renter households
have notably lower incomes, on average, than
owner households. In addition to generally lower
income levels, renters spend more on housing, on
average, because a portion of homeowners have
owned their homes for many years and therefore
have very low monthly mortgage costs or no
mortgage costs whatsoever.
Low-Income Households That Spend More
on Housing Spend Less on Essentials. In high cost
areas, households typically spend a larger share of
their income on housing. As a result, households
have less money available for other types of
spending. For households with above-average

incomes, higher housing costs may mean they
spend less on other items, but these households
typically have sufficient resources to purchase
regular household necessities. For low-income
households, though, high housing costs cut into
spending considered more necessary. According
to Harvard’s Joint Center for Housing Graphic
Studies, Sign Off
low-income households who spent more than half
Secretary
of their income on housing spent 39 percent
less on
Analyst
food than other low-income households that spent
MPA
less than half their income on housing.
Deputy
High Housing Costs Contribute to
Poverty
in California. The federal government each year
calculates what share of each state’s population
lives in poverty. Typically, poverty is calculated

Figure 12

State's Low-Income Households Spend Much More on Housing
Median Share of Income Spent on Housing by Income Quartile
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by the Official Poverty Measure, which defines a
family as poor if their pretax cash income is less
than a poverty threshold that is standard across
the nation. Based on this measure, California’s
poverty rate is slightly higher than the rest of the
United States, as shown in Figure 13. The federal
government also reports poverty levels using an
alternative measure, the so-called Supplemental
Poverty Measure, which adjusts poverty thresholds
based on local costs of living. Primarily because
of California’s high housing costs, the state’s
alternative poverty level is 23.4 percent, the highest
in the nation and almost 9 percentage points higher
than average.
High Housing Costs May Make Personal
Finances More Fragile. One byproduct of spending
a large share of one’s income on housing is that
personal finances may be more fragile—meaning a
smaller share of a household’s income is available
for nonhousing goods and services, including
savings. As a result, these households may find it
more difficult to accommodate a drop in household
income because they have a smaller amount of
nonhousing disposable income and likely have
smaller available savings.

Fewer Households Own Their Homes

Homeownership Helps Households Build
Wealth. The federal government has actively
promoted homeownership since it restructured
the housing finance system during the Great
Depression. As a result, beginning in 1940s,
the U.S. homeownership rate rose steadily and
substantially, peaking at 70 percent just before
the recent housing crisis. (Since then, it has
fallen 64 percent, a low not seen since the 1990s.)
Homeownership helps households build wealth,
requiring them to amass assets over time. Among
homeowners, saving is automatic: every month,
part of the mortgage payment reduces the total
amount owed and thus becomes the homeowner’s
equity. For renters, savings requires voluntarily
Graphic Sign Off
foregoing near-term spending. Due to this and
other economic factors,
renter median net worth
Secretary
totaled $5,400 in 2013,
a small fraction of the
Analyst
$195,400 median homeowner’s
net worth. For many
MPA
households in high Deputy
housing cost areas, though,
homeownership’s benefits remain out of reach, as
higher home prices (relative to area incomes) mean
fewer and fewer households can afford to become
homeowners.
California’s Homeownership
Figure 13
Rate Among Lowest in Nation. About
Alternative Poverty Measure Much
64 percent of U.S. households own their
Higher in California Due to High Housing Costs
homes, but only 54 percent of California
Percentage of Population Living Below
households do. (Only New York State
Poverty Threshold From 2011 Through 2013
and Nevada have lower homeownership
25%
rates.) In areas with high housing
23.4%
California
prices, including those in California,
Rest of U.S.
20
homeownership tends to lag behind
16%
14.8%
14.8%
15
more affordable areas. Figure 14 shows
that, across the country, metro areas
10
where home prices are high relative to
5
average income levels tend to have lower
homeownership rates. Most of California’s
Official Poverty Measure
Research Supplemental
major metros, and all of California’s
Poverty Measure
coastal metros, fall into this category.
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Households That Do Buy Purchase Later
and Take on More Debt. An additional byproduct
of higher home prices is that young people delay
purchasing their first home, possibly because saving
for a down payment takes longer or households
are not able to generate qualifying income levels
until later in their careers. According to National
Association of Realtors data, the median first-time
homebuyer in California in 2013 was 34 years
old, three years older than the median first-time
homebuyer nationwide.
In addition, households that are able to
purchase a home typically take on more mortgage
debt because home prices are higher here. Urban
Institute data shows that the average California
homeowner had $55,000 in mortgage debt
outstanding as of 2013, about $17,000 more than
the average U.S. homeowner ($38,000).

Households More Likely to Be Crowded
What Is Crowded Housing? Housing experts
measure crowding by comparing the number of
people in a household to the number of rooms in
their home, including bedrooms and common
rooms but excluding bathrooms. Although several
definitions exist, we consider a household crowded
if there is more than one adult per room, counting
two children as equivalent to one adult.Graphic
Under thisSign Off
definition, a three room apartment (with a kitchen,
Secretary
living room, and one bedroom) is crowded if more
Analyst
than three adults live there. It is also considered
MPA
crowded if more than two adults and two children
Deputy
live there. Researchers who study crowding report
that it leads to a wide range of negative outcomes,
which we describe below. Researcher find these
outcomes even after they account for other

Figure 14

Areas With Less Affordable Housing Tend to Have Low Homeownership Rates
Homeownership Rates and Ratio of Median Home Values to Median Incomes in Major U.S. Metros, 2013
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socioeconomic factors that might affect well-being,
like income and educational level.
Crowded Housing Affects Well-Being and
Educational Achievement. Individuals who live in
crowded housing generally have worse educational
and behavioral health outcomes than people that
do not live in crowded housing. Among adults,
crowding has been shown to increase stress and
aggression, lead to social isolation, and weaken
relationships between parents and their children.
Crowding also has particularly notable effects on
children. Researchers have found that children
in crowded housing score lower on standardized
math and reading exams. A lack of available and
distraction-free studying space appears to affect
educational achievement. Crowding may also

result in sleep interruptions that affect mood and
behavior. As a result, children in crowded housing
also displayed more behavioral problems at school.
LAO Analyses of Crowding. In our analysis,
we examined the relationship between California’s
high housing costs and overcrowding. Because
California has many households types that
Graphic Sign Off
commonly live in larger, multigenerational
Secretary
households (such as households with foreign-born
Analyst
members), we examined different household
types
separately, as shown in Figure 15. Specifically,
MPA in
our first analysis, we calculated crowding
rates—
Deputy
the share of households that are crowded—for
different types of households. We do this for
California and the rest of the U.S. Then, we
examined how likely each of these household types

Figure 15

Crowding Rates Higher in California, Even Among Same Household Types
Percentage of Each Household Type Living in Crowded Housing, 2013
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is to be crowded based on the cost of housing in
their metro.
California Households Four Times More
Likely to Live in Crowded Housing. Certain
household types are more likely than average to live
in crowded housing, such as households headed
by foreign-born adults, Hispanics, and those with
children. California has a higher share of these
household types than the rest of the U.S. Because
of this, we would expect California to have a higher
crowding rate. A review of the data, however,
shows that California’s crowding rate is higher
than one would expect based solely on its larger
share of these household types. This is because
crowding rates for each household type (including
those most likely to live in crowded housing) are

higher in California than they are elsewhere. As
a result, California’s overall crowding rate is four
times higher than the U.S. average, partly due to
demographics and partly to other factors, including
higher housing costs, as discussed below.
Crowding Appears Associated With High
Housing Costs. Determining whether housing
Graphic
costs affect crowding is challenging because
areas Sign Off
with the high housing costs tend to have
fewer
Secretary
households types that are likely to be crowded.
Analyst
Using statistical analysis, however, weMPA
found that
living in a high housing cost area is associated with
Deputy
a higher likelihood of living in crowded housing,
after accounting for other factors that also affect
crowding rates. Figure 16 shows that the likelihood
of being crowded increases when the area’s median

Figure 16

Housing Costs Affect a Household's Likelihood of Living in Crowded Housing
Estimated Probability of Living in Crowded Housing in California, 2013
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home price increases (moving from left to right).
For example, the average household’s likelihood of
being crowded in a metro with average home prices
(about $440,000) is about 3 percent, but the same
household’s likelihood of being crowded increases
more than threefold—to 10 percent—if they live in
an expensive metro with median home prices of
$900,000.
Households Commute Further to Work
Each Household Makes Its Own Decisions
About Commuting. Housing’s geographic location
has lasting and important consequences. Ideally,
each household could choose housing in their
preferred neighborhood, near good schools and
welcoming amenities, with only a short work
commute. In practice, though, not only are ideal
locations relatively sparse, those that do exist are
desirable and therefore expensive. In response,
households balance their preferences and resources,
selecting trade-offs among housing costs, commute
times, and neighborhood characteristics.
Complex Metro Characteristics Influence
Commute Times. Each major metro area in the
country has unique characteristics that influence
whether it has above- or below-average commute
times. Most factors are straightforward—
for instance, natural geography, existing
transportation infrastructure and the availability
of public transit, and the spatial distribution of
jobs relative to that of housing. Other factors are
less straightforward. A metro’s land area and its
density affect commute times, but in complex
ways. For example, up to a point, commute times
generally increase as areas become denser because
transportation options become more congested.
After densities reach a certain level, however, the
viability of public transportation options improves.
In some circumstances, this can relieve pressure on
other transportation options and reduce average
commute times.
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California’s Coastal Metros Have Long
Commutes. In 2013, workers in large metros
throughout the country spent, on average,
55 minutes commuting each day. Workers in
California’s coastal metros averaged 60 minutes,
about 10 percent more than the national average.
Commute times in Los Angeles, the state’s largest
metro, averaged 62 minutes, 12 percent longer
than the U.S. average. San Francisco has the state’s
longest average commutes—72 minutes per day—
about 30 percent longer than the U.S. average.
How Might Housing Costs Affect Commute
Times? The relationship between metropolitan
characteristics, including its housing costs, and
average commute times is complex. Assuming
neighborhood characteristics and other preferences
are unchanged, housing costs should decline as
one moves further from job centers. This is because
commuting involves monetary and nonmonetary
costs that must be offset somehow. Neighborhood
characteristics and preferences change across
metropolitan areas, however, making the analysis
of commute times and metro characteristics
additionally complex. To find housing at a price
they are willing to pay, households in more
expensive metros might choose to live further
from work than they would if housing were less
expensive. This could lead average commute times
to be longer in areas with higher housing costs. Not
surprisingly, we found that metro areas with higher
housing costs tend to have longer average commute
times.
Do High Housing Costs Lead to Longer
Commutes? Our analysis found that many
important factors have statistically significant
effects on commute times. These include: whether
the commuter drives, walks, or takes public
transit to work; the metro’s land size, population,
and density; the metro’s median income; and
weather. After controlling for these factors—in
essence isolating the effect of housing costs on
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commute times—a 10 percent increase in a metro’s
median rent is associated with a 4.5 percent
increase in individual commute times. The fact
that California’s average commute times are only
moderately above average (despite notably higher
housing costs) suggest that other California-specific
factors reduce average commute times. These
factors may include weather conditions, widespread
development and availability of freeway systems,
and an above-average share of commuters who
drive to work. (Driving commutes are generally
fast, and therefore metros with higher shares of
driving commuters tend to have shorter commute
times.) Despite these mitigating factors, however,
our analysis suggests that California’s high housing
costs cause workers to live further from where they
work, likely because reasonably priced housing
options are unavailable in locations nearer to where
they work.
Housing Costs Influence Where
Households Live and Work
Decisions About Where to Live and Work
Are Complex. Understanding how housing costs
affect a household’s decision about where to live
and work is challenging. This is because regional
and state economies are complex and numerous
interconnected factors influence housing costs
(as well as other costs of living) and economic
opportunities in these areas. Despite this
complexity, economists and other researchers
have identified ways that housing costs affect
migration—and, in some instances, have attempted
to quantify the magnitude of these effects. Below,
we summarize the aspects of this work we believe
are most helpful when considering how housing
costs affect migration and the state’s economy.
High Housing Costs Discourage People
From Living in California. Housing costs are
a significant driver of migration to and from
California, and changes in the state’s housing costs

(relative to other areas of the country) influence
migration trends. The ratio of in-migration to
out-migration, a measure of population flow, is
lowest when California’s home prices are high
relative to other places. On the other hand, this
flow is highest when California housing becomes
relatively more affordable compared to other states.
Our analysis of these trends, which we discussed in
the preceding section, suggests that about 7 million
additional people would live in California if more
housing had been built here and the state’s housing
prices had therefore grown about as quickly as
those in the rest of the country since 1980.
High Housing Costs May Make it Difficult
to Recruit Employees. For most businesses, labor
costs are their largest operating cost. In areas
with higher costs of living, businesses generally
must pay employees higher wages because they
require additional income to offset the cost of
living differences. California’s cost of living is
among the highest in the nation, largely because
California’s housing costs are so high. As a result,
businesses in California’s coastal metros may find
it challenging (and expensive) to recruit or retain
qualified employees. In a 2014 survey of more
than 200 business executives conducted by the
Silicon Valley Leadership Group, 72 percent of
them cited “housing costs for employees” as the
most important challenge facing Silicon Valley
businesses. Employee recruitment and retention,
closely related to housing costs, was the second
most frequently identified challenge. Similarly,
other important sectors of the state’s economy
may find recruitment challenging and labor costs
expensive. For example, some higher education
institutions in high housing cost areas provide
housing subsidies in order to recruit successfully
top administrators and academic specialists.
Stanford University recently announced plans to
lease a 167-unit apartment complex for their staff
and faculty, noting that providing housing helps
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them “compete to recruit the best faculty from
other parts of the country, where they experience
very different real estate markets.”
High Housing Costs Mean Fewer Californians
Work in State’s Most Productive Cities. In general,
businesses and employees in large cities are more
economically productive than those in other
areas. (Economists use the term “agglomeration
economies” to describe these areas. Agglomeration
economies are areas where worker productivity
increases as population density increases.) Higher
productivity leads to more economic output per
employee, and thus greater economic growth in
the region. Under normal circumstances, these
economic opportunities attract new workers from
other areas. Historically, this has led to significant
population growth in the state’s cities. However,
in recent decades, high housing costs have slowed
this trend. This is because the expected wage gains
(from moving to a city) are not large enough for
many prospective workers to make up for their
higher housing costs. California’s major productive
cities have therefore grown less quickly than they
otherwise would.

Fewer Workers in State’s Most Productive
Cities Hinders Economic Growth. The slowing
flow of workers to productive cities likely has
constrained economic growth because potential
workers, unable to move to productive cities due
to high housing costs, do not benefit from the
productivity gains occurring in cities. If more
workers lived in the state’s highly productive cities
(and therefore reaped these cities’ productivity
benefits), per capita economic activity in the state
would be greater than it is today. Estimating the
magnitude of this impact involves considerable
uncertainty. Recent research, however, may
provide a helpful guide as to this impact’s order
of magnitude. Economists at the University of
California, Berkeley and the University of Chicago
recently estimated that annual U.S. economic
output—the total value of goods and services
produced each year—is 13 percent lower today than
it otherwise would be due to “increased constraints
to housing supply in highly productive cities.”

LOOKING AHEAD: WHAT IS NEEDED TO CONTAIN
CALIFORNIA’S HIGH HOUSING COSTS?
California’s high housing costs present many
difficult issues for policy makers, residents,
and businesses to consider. On the one hand,
California’s constraints on housing supply—the
primary factor driving the state’s high housing
costs—show no signs of abating. If California
continues on its current path, the state’s housing
costs will remain high and likely will continue
to grow faster than the nation’s. This, in turn,
will place substantial burdens on Californians—
requiring them to spend more on housing, take on
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more debt, commute further to work, and live in
crowded conditions. Growing housing costs also
will place a drag on the state’s economy.
On the other hand, addressing California’s
constraints on housing supply would be extremely
challenging and involve major trade-offs. Though
the exact number of new housing units California
needs to build is uncertain, the general magnitude
is enormous. On top of the 100,000 to 140,000
housing units California is currently expected to
build, our analysis suggests that the state probably
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would have to build as many as 100,000 additional
units annually—almost exclusively in its coastal
communities—to seriously mitigate the state’s
problems with housing affordability. Adding this
many new homes, however, could place strains on
the state’s infrastructure and natural resources
and could alter the longstanding and prized
character of California’s coastal communities.
Facilitating this housing construction also would
require the state to make changes to a broad range
of policies that affect housing supply directly or
indirectly—including many policies that have been
fundamental tenets of California government for
many years.
Despite these challenges, California’s housing
problems warrant attention from state leaders.
These difficult issues could require years of
legislative deliberation, including discussions with
all major stakeholders: the administration, local
governments, environmental groups, affordable
housing developers and advocates, and housing
policy experts. In its deliberations, we recommend
that the Legislature:
•

Aim to Build More Housing in Coastal
Cities, Densely. The greatest need for
additional housing is in California’s coastal
urban areas. We therefore recommend
the Legislature focus on what changes are
necessary to promote additional housing
construction in these areas.

•

Put All Policy Options on the Table.
Given the magnitude of the problem,
the Legislature would need to take a
comprehensive approach that addresses
the problem from multiple angles and
reexamines major policies. Major changes
to local government land use authority,

local finance, CEQA, and other major
polices would be necessary to address
California’s high housing costs.
•

Recognize Targeted Role of Affordable
Housing Programs. These programs play
an important role in assuring housing
access for many Californians with unmet
housing needs. We note, however, that the
scale of these programs—even if greatly
increased—could not meet the magnitude
of new housing required that we identify
in this report. Accordingly, we recommend
the Legislature consider how targeted
programs could supplement more private
housing construction by assisting those
with limited access to market rate housing,
such as people experiencing homelessness,
those with mental and/or physical health
challenges, and those with very low
incomes.

•

Understand That Some Factors Are
Beyond Policy Makers’ Control. Much can
be done by state and local governments to
promote additional housing construction
and therefore slow down growth in home
prices and rents going forward. Some
factors, however, such as high demand to
live in the state and natural limitations on
developable land, largely are beyond the
control of policy makers. As a result, home
prices and rents in California likely will
remain above-average for the foreseeable
future, even if public policies highly
favorable to new housing construction were
instituted that slowed future growth in
housing costs.
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TECHNICAL APPENDIX
How Did We Estimate California’s Need for Additional Housing?
California’s housing costs have risen faster than the rest of the country for several decades. This is
largely because the state has built too little housing to accommodate all of the households that would
like to live here. In general, home prices and rents are determined by the interaction between demand
for housing and its supply. Home prices and rents help balance the number of households looking for
housing and the number of new housing units constructed. When the number of households looking
for housing exceeds the number of units available, households compete for housing and prices and
rents rise. High prices and rents, in turn, discourage some households from entering the market,
bringing demand and supply into balance. Conversely, if construction of housing increases, more
housing units are available and therefore competition among households is reduced, causing prices
and rents to fall.
How Much Additional Housing Was Needed? Our analysis attempts to estimate the amount of
additional housing needed to prevent California’s housing costs from growing faster than the rest
of the country in recent decades. In approaching this issue, we first recognized that if California’s
housing costs had grown only as fast as the rest of the country, home prices and rents would have
been lower and more households would have desired to live here. To maintain these lower housing
costs, additional housing would have been needed to be built to accommodate these new households.
Therefore, to answer our question, we considered a similar one: if California’s home prices and rents
had risen only as fast as the rest of the country during the past three decades, how many additional
households would have wished to live here (and, consequently, how much additional housing
construction would have been needed)?
Developing a Model of Supply and Demand for Housing. To answer this question, we developed
an econometric model to estimate the number of households that would demand to live in California
at a range of home prices. Because demand for housing varies throughout California, we conducted
our analysis at the county level. Our model attempts to estimate a county’s housing demand based on
the county’s home prices, its neighboring counties’ home prices, and various other factors that also
affect the desirability of a location—incomes, population levels and growth rates, unemployment rate,
education levels, and weather. While most of our analysis centered around the relationship between
housing demand and home prices, we also conducted a similar analysis using rents instead of home
prices. Our analysis using rents yielded similar results.
For our dependent variable, we used ten-year growth in the number of housing units (both singlefamily and multifamily housing) from the U.S. Census, corresponding to housing growth in the
1980s, 1990s, and 2000s.We also obtained data on home prices, incomes, population, and education
levels from the U.S. Census. For each of these variables, we averaged the values at the beginning and
end of each decade to obtain a decade average value. Data on unemployment rates was obtained from
the Bureau of Labor Statistics. Weather data was obtained from the National Climatic Data Center.
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Estimating Our Model Presents Challenges. Empirically estimating our model of housing
demand presented two major challenges. First, as we discussed above, home prices and construction
levels are determined by the interaction of demand and supply. Home prices generally tend toward a
level at which the number of households looking for new housing equals the number of new housing
units constructed. In this way, home prices and building levels are set simultaneously. Similarly,
demand for housing in one county and its neighbors (and consequently the prices for these homes)
often are determined by common factors. For example, major regional shifts in employment can
affect many counties simultaneously. As a result, traditional statistical techniques, such as ordinary
least squares, would give inaccurate estimates of the relationship between demand and prices for
housing in a county and neighboring counties. To estimate this relationship more accurately, we used
two-stage least squares, instrumenting for both a county’s home prices and neighboring counties’
prices using factors that affect home prices by influencing the supply of housing. Specifically, we use:
the county’s land area, a measure of topographical constraints to development, and construction
labor wages. Changes in these supply factors can result in changes in home prices but typically are
not clearly related to changes in housing demand, making them suitable instrumental variables to
estimate our model. Data on land areas was obtained from the U.S. Census, while topographical
constraints were taken from research conducted by economist Albert Saiz. Construction wage data
was taken from the Bureau of Labor Statistics.
Our second major challenge was a limited number of observations for California counties.
Because of data limitations, our analysis was constrained to counties comprising metropolitan areas
(metros) of 850,000 or more people—roughly the size of the state’s tenth largest metro, Bakersfield.
With this limited number of observations, it was difficult to obtain precise estimates of our model’s
parameters. We therefore expanded our dataset to include all U.S. counties comprising metros of
850,000 or more people, giving us over 1,000 observations. The inclusion of non-California counties,
however, comes with a trade-off: we must assume that households’ demand for housing responds
to home prices changes the same way in California as in the rest of the country. This is a potential
limitation of our analysis.
Results From Our Analysis. The results of our regression are shown in Figure A-1. As these
results show, we found a strong and statistically significant relationship between a county’s housing
demand and its
home prices: when a
Figure A-1
county’s home prices
Housing Demand Regression Results
increase 10 percent,
Dependent Variable: Ten-Year Growth in Housing Units
demand for new
Independent Variablea
Coefficient
Standard Error
housing (the number
Home price
-0.83b
0.10
of new housing units
0.05
Average of neighboring counties’
0.16b
home prices
demanded as a share
a Control variables were also included, but are not reported here. All independent variables, except for
of existing housing)
dummy variables, are in logs.
b Statistically significant at 1 percent level.
decreases by around
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8 percent. Similarly, we find a significant relationship between housing demand and neighboring
counties’ home prices: when neighboring counties home prices increase by 10 percent, demand for
new housing increases by about 2 percent.
Using Analysis to Estimate Number of Units Needed. The next step in our analysis was to use
these findings to answer the question: how many additional units would California have needed to
build in order for its home prices and rents to have risen only as fast as the rest of the country during
the past three decades? To do this, we used the coefficient estimates in Figure A-1 to determine how
much housing demand would change in California’s counties if home prices had grown only as fast as
the rest of the country. The best way to illustrate these calculations is to walk through an example. We
use San Francisco during the 1980s for this illustration. Our calculation proceeded in two main steps:
•

Step 1: Within County Price Changes. During the 1980s, home prices in the average major
U.S. metro grew by 28 percent. In San Francisco, home prices increased 80 percent. If
San Francisco’s home prices had grown 52 percentage points slower (equal to the national
average), our regression results suggest that demand for new housing in San Francisco would
have increased by 43 percent (-52 percent multiplied by -0.83, our estimated coefficient for
within county home price changes).

•

Step 2: Neighboring County Price Changes. Similarly, home prices in counties neighboring
San Francisco grew by 53 percent during the 1980s, compared to 33 percent for the rest of
the country. If home price growth in San Francisco’s neighbors had been 20 percentage
points lower (equal to the national average), our analysis suggests that demand for new
housing in San Francisco would have decreased by 3 percent (-20 percent multiplied by 0.16,
our estimated coefficient for neighboring county home price changes). Because of this, our
calculation from step 1 must be adjusted. We therefore adjust downward our estimate from
step 1 by 3 percentage points, arriving at a final estimate of 40 percent additional housing
growth.

As is often true with econometric studies, our analysis is limited by several factors, including the
availability and quality of data, potential misspecification of our model, and the inherent difficulty
of drawing conclusions from nonexperimental data. Because of this, we recommend that elected
leaders and residents focus less on our specific estimates and more on the overall story they tell (as
discussed in the body of this report): to contain rising housing costs, California would have to build
substantially more housing, especially in coastal urban areas.
How Do We Estimate How Housing Costs Affect a Household’s Likelihood of Crowding?
Our analysis of state and national crowding trends is based on 2013 1-year American Community
Survey microdata. Microdata are large data files that include individual-level responses to the survey
questions. Using them, we can study household-level crowding conditions and how those conditions
are affected by a metro area housing costs.
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A First Look at Crowding. Upon initial review of the data, we found that, throughout the country,
renters, households with children, and households headed by first-generation individuals or Hispanic
individuals are all more likely than average to live in crowded housing. Also, the likelihood of living
in crowded housing is much higher for low-income households than for wealthier households. We
also found that these types of households make up a larger share of all households in the state’s
inland metro areas (where housing is inexpensive) than they do in the state’s coastal metros (where
housing is expensive). As a result, comparing crowding rates at the metro level to housing costs at the
metro level would inaccurately suggest that higher housing costs are associated with lower crowding
rates and vice-versa. (Some element of this may actually occur, but only insofar as lower-income
households move to less expensive parts of the state to avoid crowding.) A closer examination of
household level data, however, shows that the opposite is true—higher housing costs are associated
with higher crowding rates.
Developing a Model to Investigate What Factors Lead to Crowding. To examine the relationship
between households’ likelihood of crowding and housing costs, we developed a simple econometric
model to estimate the probability of a household living in crowded housing. We use a probit
regression analysis, which asks: how do various economic and demographic factors affect the
probability of a household being crowded? This type of model holds constant each of the economic
and demographic factors so that we are able to isolate them individually and assess how they impact
crowding. For instance, we are able to ask the question: how much more likely is the statistically-mean
California household to live in crowded housing if they moved from a low housing cost area of the
state to a more expensive one (holding all of their other economic and demographic characteristics
constant)? The results of the probit regression analysis are summarized in Figure A-2.
Interpreting Our Findings. The coefficient estimates from probit analyses are not easily
interpretable. To make these results easier to understand, we use the regression results to compare
the probability of being crowded for the mean California household (as well as Hispanic-headed
households and households with children) when metro area median home prices are low ($167,000,
equal to the state’s least expensive metro), average ($433,000, the statewide average), and high
($934,000, equal to the state’s most expensive metro). The results from this analysis are included in
Figure 16 on page 31 of the report. These results show the probably of living in crowded housing
increases as median home prices increase, and that this increase occurs for all household types.
How Do We
Estimate How
Housing Costs
Affect Commute
Times?
We also use
responses from
the 2013 one-year

Figure A-2

Crowding Regression Results
Dependent Variable: Probability That a Household Resides in Crowded Housing
Independent Variablea

Coefficient

Metro area median home price (1,000s)

0.001b

Standard Error
0.000

a Control variables were also included, but are not reported here. They include Hispanic head of
household, foreign-born head of household, new arrival to the U.S., household income, household
income relative to area median income, ownership, and presense of children.
b Statistically significant at 1 percent level.
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American Community Survey to review how housing costs affect commute times in different metro
areas. For our analysis, we calculated each workers commute time by looking at all the individuals
who commuted to work in that metro, and not just the individuals who live and work in that metro.
In some cases, an individual may live outside a metro area and commute each day into a metro
area for work. For our analysis, those individuals are included in that metro’s commute times. For
example, many individuals commute from the Los Angeles metro into the Santa Ana-Anaheim metro
(Orange County) and vice-versa.
What Factors Affect Commute Times? Various metro area characteristics affect commute times
for workers in that metro. These include physical and geographic factors, such as the metro’s land size,
the number of people who live there (related to its density), and the share of land in the metro that is
available for development. For example, metros with a large share of their area occupied by mountains
or water tend to have longer commute times because these features may make transportation options
more challenging. Other factors also affect a metro’s average commute times, such as the area’s
median income and what share of the metro’s commuters drive, take public transportation, or walk.
How Do We Estimate How Housing Prices Affect Commute Times? We develop an econometric
model to estimate how home prices and rents affect commute times. Similar to our other regressions,
this model holds constant factors that affect commute times, allowing us to isolate the relationship
between average housing prices and commute times in a metro. We developed several models, using
both rents and home prices. We also tested commute times at the metro level and at the individual
level. Our main model is shown and discussed in more detail below.
Interpreting Results From Our Analysis. The results of our regression are shown in Figure A-3.
As these results show, we found a strong and statistically significant relationship between individual
commute times and several other factors, including metro average rent. (We used rents in this case,
instead of home prices, though the choice of which price measure to use has little effect on the results
of the analysis.) The coefficient for median rent, 0.45, suggests that a 10 percent increase in metro
median rent is associated with a 4.5 percent increase in average commute time. Also, notably, the
coefficient for California metros is significant and negative, suggesting that California’s metro areas
have some factors (beyond housing costs, income, density, and commute type) that lowers overall
commute times. We discuss earlier several possible explanations, including widespread development
and availability of
freeway systems
Figure A-3
throughout the state,
Commuting Regression Results
which likely reduce
Dependent Variable: Individual Commute Time, One Waya
commute times
Independent Variablea
Coefficient
Standard Error
overall.
Metro average rentb

0.45c

0.01

a In log form.
b Independent variable is the metro average rent in the metro where the commuter works, even if the
individual lives in a different metro area or outside the metro area where he or she works.
c Control variables were also included, but are not reported here. They include age, ownership, mode
of transportation, metro population, metro density, metro median income, annual precipiation, and an
indicator variable for California. All dependent variables are statistically significant at the 1percent level.
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State Allocation Board: Level 3 Residential Fees

Laura Archuleta
President, Jamboree Housing
Geoff Brown
President/CEO, USA Properties Fund

Dear Chair Cohen and Honorable Board Members:

Rebecca Clark
President/CEO, LINC Housing

On behalf of the California Housing Consortium, I write to strongly encourage
you to refrain from authorizing the imposition of higher school fees on new
residential development activity at your May 25, 2016 meeting.

Michael Costa
President/CEO, Highridge Costa
Housing Partners

The California Housing Consortium is a non-partisan advocate for the production
and preservation of housing affordable to low- and moderate-income
Californians. We represent the development, building, financial, and public
sectors united in their goal that every Californian has a safe, affordable place to
call home.

Michael Gaber
COO, WNC & Associates
Carol Galante
Professor and Faculty Director,
Housing and Urban Policy Program
at UC Berkeley
Richard Gentry
President/CEO, San Diego Housing
Commission

The housing affordability crisis is affecting Californians at nearly every income
level. California has the 15th highest poverty rate in the nation – until you factor
in housing costs – then we jump to #1. California is short more than 1.5 million
rental homes for extremely low-income and very low-income renter households.
Research suggests that access to affordable housing can improve educational
outcomes, increase health and well-being, boost economic activity, and lower
social service costs for state and local governments. The high cost of housing in
California for both renters and potential first-time buyers is an important
economic and public policy issue that needs serious attention by leaders at every
level of government.

Mary Kaiser
President, California Community
Reinvestment Corporation

The prospect of adding additional and substantial costs to new residential
construction in an environment where California’s affordability crisis is getting
worse, not better, is counterproductive and will make affordable housing even
more challenging to bring to market.

Mary Ellen Shay
President, ME Shay Co.

Meea Kang
President, Domus Development
Mary Murtagh
President/CEO, EAH Housing
Jeanne Peterson
President, Peterson & Associates
Affordable Housing Connections
Caleb Roope
President/CEO, The Pacific
Companies

Ann Silverberg
Executive Vice President, BRIDGE
Housing

In November of this year, California voters will have the opportunity to weigh in on a $9 billion statewide
school bond. The California Housing Consortium supports that bond and believes that any action to trigger
higher costs on new residential construction prior to knowing the outcome of the November election would be
premature and would likely send a chill through the residential markets.
| 1107 9th Street, Suite 710, Sacramento, CA 95814 | 916.272.2325

We respectfully encourage you not to trigger level 3 development fees.
Sincerely,

Ray Pearl
Executive Director
Cc:

Lisa Silverman, Executive Officer, Office of Public School/State Allocation Board
Jeff McGuire, Chief Deputy Director, Department of General Services
Nick Schweizer, Deputy Superintendent, California Department of Education
Cesar Diaz
Senator Loni Hancock
Senator Carol Liu
Senator Bob Huff
Assemblymember Adrin Nazarian
Assemblymember Susan Bonilla
Assemblymember Rocky Chavez
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