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Executive Summary

Introduction and Methodology

This report presents findings from the
California Social Housing Study’s public
engagement process. It draws on inter-
views with organizations working across
the affordable housing ecosystem, with
a focus on those that develop, manage,
and finance housing. Specifically, it
synthesizes perspectives on the five core
elements of Senate Bill (SB) 555’s defi-
nition of social housing, as well as the
financing and capacity-building needed
to operationalize and scale such housing
in California.

The study team conducted semi-struc-
tured interviews with 73 individuals
representing 61 organizations. Partic-
ipants included local, regional, and
state agencies; nonprofit and for-profit
developers; community land trusts
(CLTs); finance experts; advocates; and
researchers. Interviewees represented
different regions of the state and organi-
zations of different sizes. In some cases,
stakeholders outside California were
engaged for their perspective on emerging
social housing programs in other states.
Interviews were transcribed, coded, and
analyzed thematically.



Key Takeaways from
Practitioners on Social Housing
in California

Broad Narratives and Reflections
on SB 555 and Social Housing

Interviewees differed on the likeli-
hood of large-scale systems change
and the sufficiency of funding and
political will to achieve social housing
at scale. Opinions reflect interview-
ees’ experiences working within and
attempting to change existing afford-
able housing structures in the United
States.

Stakeholders generally agreed on
social housing’s goals, namely, to
ensure housing stability for people
across income levels, maintain per-
manent affordability, and protect
residents from evictions and poor
housing conditions. However, inter-
viewees disagreed on how to opera-
tionalize these goals, including how
to define eligibility for social housing
and which implementation roles dif-
ferent entity types should play. Many
felt that social housing should en-
compass a spectrum of approaches,
rather than conform to a single defi-
nition. The term “social housing” was
also contested. Some stakeholders
preferred more precise or politically
neutral language.

Interviewees underscored the impor-
tance of overcoming stigma associat-
ed with public or affordable housing
and of rebuilding public trust in gov-
ernment.

Interviewees raised questions and
concerns about the role of homeown-
ership and wealth-building in so-
cial housing. Some specifically want
the state to create more affordable
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homeownership opportunities for
low- and middle-income families.

Ownership and Management

Public and nonprofit ownership was
viewed as necessary to maintain long-
term affordability and accountability
to residents.

While interviewees recognized the
potential benefits of public owner-
ship—for example through existing
public housing authorities—they also
associated public involvement with
political and bureaucratic challenges,
including risk of disinvestment, pres-
sure from elected officials, and oner-
ous regulations that may add costs to
or stall development.

Partnerships among public, nonprof-
it, community, and in some cases,
for-profit actors were considered im-
portant for scaling social housing.

Mixed-Income Developments

Mixed-income approaches were
thought to advance resident stability,
mobility, and socioeconomic integra-
tion, while bolstering political and fi-
nancial support for social housing.

Identified  challenges  included
financing constraints, leasing
moderate-income units, and
balancing funding requirements.
Several interviewees  suggested
achieving mixed-income housing at
the portfolio rather than the project

level.

Interviewees disagreed on whether
to allocate scarce resources to mod-
erate-income homes and whether
social housing should be inclusive of
higher-income households and mar-
ket-rate units.



Tenant Protections

While agreeing on the importance of
preventing evictions, interviewees
had questions about how tenant
protections in social housing would
differ from existing state law.
Suggestions for a better system of
support included eviction defense,
mission-driven management, robust
rental assistance, education, and
enforcement of tenant protection
laws.

Providers had concerns about how
potential nonpayment of rent might
affect the financial health and stabil-
ity of properties, as well as property
conditions.

Permanent Affordability

Interviewees viewed permanent af-
fordability as key to promoting res-
ident stability, preventing displace-
ment, and maintaining the value of
public investments over the long term.

Suggestions for operationalizing per-
manent affordability included longer
or perpetual affordability covenants,
public or community land ownership,
mission-driven ownership and man-
agement, and adequate, ongoing in-
vestment.

In contemplating sales restrictions,
interviewees noted multiple challeng-
es, including incompatibility with ex-
isting funding streams, enforceability
issues, recapitalization needs, limited
flexibility, and reduced opportunities
for resident purchase.

Resident Participation in
Decision-Making

While generally agreeing that res-
idents should have more power to
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ensure housing stability and dignity,
interviewees differed on the structure
of resident participation, which deci-
sions residents should be involved in,
and whether and how residents’ input
might vary depending on the specific
model of social housing in question.

Suggestions for residents’ partici-
pation in decision-making includ-
ed member-elected tripartite board
structures used by community land
trusts, resident advisory councils, and
the protection of residents’ right to or-
ganize.

Whether all residents had the interest,
capacity, time, and expertise to partic-
ipate in asset-management and main-
tenance decisions was a question for
some interviewees.

Interviewees acknowledged that
supporting resident participation
will require significant financial and
capacity-building resources; some
believed such participationis a priority
of social housing, and others believed
it is well-intentioned but infeasible.

Financing and Capacity Building

Because current financing is insuffi-
cient to meet SB 555’s ambitions, in-
terviewees called for substantial and
ongoing investment, along with a va-
riety of state housing finance innova-
tions to reduce risk and development
costs and support long-term opera-
tions and household-level affordabil-
ity, thereby helping social housing
scale.

Capacity building, technical assis-
tance, and partnerships, especially for
public agencies and small or emerging
developers, were viewed as essential
for success.



Introduction and

Methodology

This report presents findings from the
California Social Housing Study’s public
engagement process, drawing on inter-
views with organizations working across
the affordable housing ecosystem. Specif-
ically, it distills practitioners’ perspec-
tives on core elements of social housing
as defined in Senate Bill (SB) 555, the
Stable Affordable Housing Act of 2023,
and highlights interviewees’ insights
into opportunities for and constraints on
implementing social housing at scale in
California.

Interviews were designed to capture a
wide range of perspectives. Participants
included representatives of local,
regional, and state agencies; affordable
housing developers of varying sizes;
community land trusts and organizations
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that provide support to limited-equity
housing cooperatives; lenders and other
finance experts; and leaders working
in advocacy and research. Participants
include practitioners working across
California’s diverse geographies, as well
as those working outside the state to
implement innovative housing models
with social housing features, such as
mixed-income portfolios or projects.

In total, 73 individuals from 61 organi-
zations representing diverse segments
of the housing sector were interviewed
(Figure 1). Semi-structured interviews
were conducted between May and July
2025. Recordings were transcribed
and de-identified, then reviewed and
analyzed. The research team used qual-
itative analysis methods and software to
process transcripts into themes and find-
ings. Interviews were reviewed and coded
by a team of researchers. Codes were
both deductive—relating to specific ques-
tions or topics asked of interviewees—and

Figure 1. Round 1 Interviewees by Stakeholder Type

Stakeholder Types # Organizations # Interviewees
Advocacy and research organizations 7 8
Community land trusts (CLTs) and organizations that provide 9 11
support to CLTs and limited equity housing cooperatives

Developers of affordable housing 14 14
Finance organizations (community development finance 12 17
institutions and other lenders, housing finance consultants, and

nonprofit organizations with finance expertise)

Local government agencies (city and county governments, public 15 19
housing authorities, regional finance agencies)

State government agencies 4 4
TOTAL 61 73




inductive—relating to emergent topics
raised by interviewees. The team then
collaboratively reviewed coded excerpts
and identified the key themes and find-
ings described in this report through an
iterative process of memo writing and
discussion.

The purpose of the public engagement
process was to gather actionable feedback
on how to advance the goals of SB 555.
These findings, alongside findings from
engagement with low- and moderate-
income Californians, and a literature
review of different models of social
housing within and outside the United
States (U.S.), provide a foundation for
developing a set of recommendations to
support the scaling of diverse approaches
to social housing in California.

Broad Narratives and

Reflections on Social
Housing

Some interviewees envisioned sus-
tained ongoing investment in social
housing; others were skeptical that
California would ever achieve suf-
ficient funding and political will to
fully realize the vision of SB 555.

Ambitions ranged from large-scale trans-
formation of the housing system to modi-
fication of existing programs, informed by
beliefs about what’s possible and experi-
ences working within and attempting to
change affordable housing structures in
the U.S.

This is about rethinking the hous-
ing system as a whole and under-
standing that it’s going to take
a lot of time, because what we
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know to be the housing system
now is one that’s very centered on
the commodification of housing
versus like human right to hous-
ing, right? And this is very much
like community first, people first.
—Community land trust represen-
tative!

We don’t have enough resources
by a factor of 10 to have the ex-
isting system work, to think that
there’s room to create a separate
funding system, I think it’s impos-
sible... So are we going to try to
tweak the existing tax credit sys-
tem so it achieves more of these
goals? That’s where I come from.
—Nonprofit organization repre-
sentative?

I think we are always interested
in potential new funding streams;
we're always looking for creative
ideas. But our housing element
wants tens of thousands of new
units of affordable housing, which,
it’s just a massive amount of mon-
ey...But we’re not getting that huge
pile of money. I wish. We all wish.
—Local agency representative3

While aligning on the broader pur-
pose and goals of social housing,
interviewees differed on the pre-
cise definition of such housing and
whether one is needed.

Interviewees largely agreed that the goals
of social housing are housing stability for
people across income levels, permanent
affordability, secure tenure, and inclu-
sion. However, they disagreed on how to
achieve those goals, and on how to best
define social housing in statute. Inter-
viewees often recognized social housing as
a spectrum that included existing models



in California and the U.S.—for example,
community land trusts, limited-equity
housing cooperatives, and nonprofit- and
public agency-developed affordable hous-
ing—with diversity in ownership, gover-
nance, funding, and affordability. They
stressed the importance of supporting
multiple, well-defined models that can
be adapted to local conditions and needs,
rather than adopting a one-size-fits-all
model.

Stakeholders  acknowledged  widely
varying interpretations of the term social
housing. Some interviewees preferred
the use of more precise language. Others
believed it is best to use the language
most likely to generate political will for
implementation. Suggested alternatives
included decommodified housing,
mixed-income housing, housing for all,
workforce housing, and community
housing.

Interviewees described stigma asso-
ciated with public housing, as well
as public distrust in government, as
obstacles to social housing develop-
ment.

Stakeholders often discussed the history
of public housing in the U.S.—highlight-
ing government disinvestment and pov-
erty concentration—as a barrier to imple-
mentation of social housing, particularly
when government owned. Related barri-
ers identified include voter fatigue with
housing bond measures, stigma associat-
ed with public housing, and local opposi-
tion to affordable housing development.
Interviewees highlighted the importance
of building and maintaining high-quality
products, along with adequately resourc-
ing social housing for overcoming distrust
and stigma over time.
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In a lot of these social democracies,
they’re paying way more in taxes
than we pay, but receiving signifi-
cantly more benefits as citizens.
I think the concern that Ameri-
can taxpayers have...is, ‘What is
my money paying for?” So how do
you rebuild trust in government
to spend your money in a way that
really does benefit the people?
—State agency representative*

Interviewees raised questions and
concerns about the role of home-
ownership and wealth building in
the context of social housing imple-
mentation in the U.S.

Some interviewees feared social housing
could overly focus on rental housing with-
out providing opportunities for ownership
for lower- and middle-income families
and suggested that including homeowner-
ship options would increase political will
for social housing. Some expressed hope
that social housing could help address in-
equities in access to homeownership for
people of color.

To preserve affordability, interviewees
envisioned homeownership through social
housing as shared-equity options, such
as limited-equity housing cooperatives,
lease-to-own  opportunities  through
the Low-Income Housing Tax Credit or
voucher programs, small-site acquisition-
to-ownership conversions, and resident-
owned manufactured home communities.

I think, as a state, we should be
doing more on how we promote
homeownership for low-income
folks. In rural places, thousands of
families have taken advantage of
the USDA-RD 502 mortgages
and built their home through the
USDA-RD Mutual Self-Help


https://www.rd.usda.gov/programs-services/single-family-housing-programs/single-family-housing-direct-home-loans
https://www.rd.usda.gov/programs-services/single-family-housing-programs/mutual-self-help-housing-technical-assistance-grants

Program. The State of Califor-
nia previously operated the Urban
Self-Help counterpart loan pro-
gram through CalHFA. As a state,
we should seek to invest in pro-
grams that empower families and
provide them with the tools needed
so they can achieve their dreams.
—Local agency representatives

In considering the design of social
housing, interviewees cited the fol-
lowing features not explicitly men-
tioned in SB 555:

« Appropriate and ongoing service pro-
vision for residents

« Siting near transit, parks, grocery
stores, and other neighborhood ame-
nities.

e Alignment of housing and environ-
mental/sustainability goals—for ex-
ample, building decarbonization and
energy efficiency

« A focus on racial equity

Reflections on the SB

555 Definition of Social
Housing

Interviewees were asked to reflect on and
respond to the definition of social housing
codified in SB 555, and to describe oppor-
tunities and barriers to implementing so-
cial housing, as defined. This section of the
report organizes their feedback by each of
the five following elements of the defini-
tion.

. Ownership and management:

. Mixed-income

. Tenant protections: “Residents of

. Permanent affordability: “The

. Residents’ participation in deci-
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SB 555 Definition of Social Housing

Social housing means housing that
meetsall of the following requirements,

“The housing units are owned and
managed by a public agency, a local au-
thority, a limited-equity housing coop-
erative, or a mission-driven nonprofit
entity solely for the benefit of residents
and households unable to afford mar-
ket rent.”

developments:
“Each social housing development con-
tains housing units that accommodate
a mix of household income ranges, in-
cluding extremely low, very low, low-,
and moderate-income households un-
able to afford market rent.”

the housing units enjoy full protection
against termination without just cause
or for any discriminatory, retaliatory,
or other arbitrary reason, and shall
be afforded due process prior to being
subject to eviction procedures.”

housing units are protected for the
duration of their useful life, and the
land associated with the housing units
is protected permanently, from being
sold or transferred to any private per-
son or for-profit entity or a public-pri-
vate partnership.”

sion-making: “Residents have the
right to participate directly and mean-
ingfully in decisionmaking affecting
the operation and management of the
housing units in which they reside.



https://www.rd.usda.gov/programs-services/single-family-housing-programs/mutual-self-help-housing-technical-assistance-grants

Element 1: Ownership and
Management

“The housing units are owned and man-
aged by a public agency, a local authori-
ty, a limited-equity housing cooperative,
or a mission-driven nonprofit entity sole-
ly for the benefit of residents and house-
holds unable to afford market rent.”

Interviewees generally agreed that
public and nonprofit ownership
was what they expected of social
housing. They believed that public
and nonprofit control would have
benefits for residents, such as
longer-term affordability, stability,
and access to services. Some said
that these entities would be more
likely to meaningfully engage
residents in decision-making.

Representatives of public agencies said
that public housing authorities (PHASs)
are well-positioned to act as owners,

developers, and managers of social hous-
ing because of their ties to local commu-
nities and their experience with resident
support services and long-term steward-
ship of housing assets for public bene-
fit. Additionally, PHAs are subject to ac-
countability mechanisms, such as audits
and public oversight channels, meant to
protect the public interest.®

Private entities, even well-
intentioned  ones, have a
fundamentally different business
relationship with a tenant than
a public agency. For example,
suppose we have a non-performing
public housing property, meaning
a property that loses money. In
that case, HUD allows us to move
money between performing ones
to make the entire portfolio work.
I mean, banks don’t do that, it’s
just a different philosophy, right?
—Local agency representative’



Interviewees highlighted the im-
portance of leveraging the rela-
tive strengths of different sectors
through public-private partner-
ships to build capacity for the devel-
opment, ownership, and manage-
ment of social housing.

For example, allowing joint nonprofit and
public ownership enables social housing
to tap into the capacity and flexibility of
the existing network of nonprofit afford-
able housing developers, while enjoying
public ownership’s continuity, poten-
tial efficiencies of scale, and access to
streamlining, property tax exemptions,
lower-cost financing, and other funding
sources such as bonds. Partnerships be-
tween emerging developers and more ex-
perienced developers can also help new
organizations step into the social hous-
ing space, creating new opportunities for
community-controlled social housing as-
sets.

Many interviewees acknowledged
that public sector involvement in
housing development entails politi-
cal and bureaucratic challenges.

They expressed concern that political will
and priorities can shift with changing ad-
ministrations, risking disinvestment in
publicly owned projects. While empha-
sizing the need for public funds, they also
noted the costs associated with public
sector involvement, for example, process
inefficiencies, onerous contracting and
procurement requirements, and regula-
tions attached to public funds and land.
Some express the need for a public frame-
work that incentivizes efficiency and en-
trepreneurialism.

Some interviewees identified capac-
ity constraints among public hous-
ing authorities as a barrier to public
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ownership and suggested that more
centralized state- or regional-level
ownership could unlock more re-
sources and allow for economies of
scale.

While a few PHAs, including those in the
City of Los Angeles and County of Santa
Clara, have excelled in real estate develop-
ment roles by establishing new divisions
and hiring for expansion, most PHAs in
California focus primarily on voucher ad-
ministration. Interviewees said that ad-
dressing these gaps could be challenging
but would be essential for public owner-
ship of social housing. Others believed
that expanding public development ca-
pacity is unnecessary because California
has an existing network of private afford-
able housing developers.

I think [cities are] going to con-
tinue to be financially challenged
for the foreseeable future, so for
them to staff up with a depart-
ment or division that focuses on
owning and operating housing
directly, I'm a little skeptical of
that, particularly when there are
other entities that could do that
for them. So I am not convinced
they need an ownership stake.
—Nonprofit developer®

Some interviewees envisioned a role for
the state in addressing local capacity gaps
and achieving greater economies of scale.
For example, a state social housing agen-
cy could pursue mass procurement of en-
vironmentally sustainable materials and
efficiently allocate them to developers
across the state.

Expanding the SB 555 definition to
include for-profit ownership could
offer benefits, according to some
interviewees. Among the potential

10



benefits they identified were capac-
ity advantages and compatibility
with the Low-Income Housing Tax
Credit Program (LIHTC).

How “mission-driven” should be defined
was a question for some interviewees.
Some expected such organizations to be
place-based and rooted in a specific com-
munity. Others asserted that nonprofit
status does not guarantee commitment to
a mission.

What are the mission-driven non-
profits, and what do they look
like? Because many large nonprof-
its once were small-scale orga-
nizations that used to be placed-
based nonprofits addressing the
needs of their local communities...
Now those same nonprofits are
doing projects up and down the
state. So the question is... have
they kept that community/resi-
dent focus? As programs are de-
veloped, how do you distinguish
who has kept that community/
resident focus and who has not?
—Local agency representative®

Interviewees noted that mission-driven
for-profit companies are technically
excluded from social housing ownership
under SB 555, despite adhering to social
housing principles like permanent
affordability and resident governance.
For example, The Central Fresno
Neighborhood Trust—a for-profit
limited liability company governed
by a mix of community members,
residents, and nonprofit affordable
housing professionals—is established as
a perpetual-purpose trust that requires
permanent affordability. Profits are
shared, with a percentage returning to the
trust for reinvestment in the community.
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There are some market rate own-
ers that I think are unique and
exceptional and that, if you were
explicit about what you were look-
ing for—long-term ownership
and high standards in terms of
stewardship of assets in the com-
munity, and adhering to resident
input requirements—there’s a his-
tory of some organizations that
are for-profit...that demonstrate
a very similar wherewithal. So I
don’t think it necessarily trans-
lates exactly as 501c3 status or not.
—Nonprofit developer®

Some interviewees pointed to the compar-
ative capacity of for-profit developers. For
example, for-profit developers are more
likely than nonprofits to be vertically inte-
grated, with in-house contractors and de-
sign teams, and to have greater flexibility
in financing, which could benefit the scal-
ing of social housing.

For-profit entities are at a huge
advantage compared to nonprofit
developers because they can funnel
money from one project back into
another. As a nonprofit, our books
have to show we didn’t make
money. That puts us at a huge
disadvantage for pre-development

work and costs associated.
—Community land trust
representative"

One concern raised by interviewees is
that, as written, SB 555 may be incom-
patible with the Low-Income Housing
Tax Credit Program (LIHTC). Inves-
tors have a majority ownership stake as
a limited partner for the first 15 years,
which could prohibit social housing from
taking advantage of the primary financing
source for affordable housing.
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https://www.treasurer.ca.gov/ctcac/tax

Element 2: Mixed-Income
Developments

“Each social housing development con-
tains housing units that accommodate a
mix of household income ranges, includ-
ing extremely low, very low, low-, and
moderate-income households unable to
afford market rent.”

A mixed-income social housing sys-
tem was credited by many interview-
ees with the potential to increase
housing stability and build a better
ladder of housing opportunity for
residents as incomes change.

Middle-income households also strug-
gle to afford housing, noted interviewees.
Many agreed with the inclusion of units
for households earning above 80 percent
of the Area Median Income (AMI) in so-
cial housing because it could provide more
support for middle-income residents when
the private market is not serving them well.

Some interviewees believed that creating
a mixed-income social housing system
would enable movement between units
when incomes or household sizes change,
helping to create stability and encourage
economic mobility for social housing res-
idents across life stages. For example, so-
cial housing that allows for movement be-
tween units can help accommodate seniors
who want to downsize as their household
sizes and incomes decrease.

I'm in support of just keeping peo-
ple more stably housed and not

discouraging income growth as a
goal. So it’s more about serving peo-
ple where they're at, and allowing
them and their lifestyles to grow and
change. That’s natural, and I feel
like our housing system is too limit-
ed and rigid in its current form to re-
ally reflect how people actually live.
—Local agency representative'?

Greater socioeconomic integra-
tion and the potential for neighbor-
hood desegregation were two ben-
efits interviewees associated with
mixed-income housing.

Many stakeholders asserted that exclud-
ing all but the lowest incomes in public
housing has not produced good outcomes
and that prioritizing integration within so-
cial housing would improve opportunities
and outcomes for residents. Additional-
ly, interviewees said that mixing incomes
within a project can help build community
among households with different incomes
and reduce public stigma.

I also think that some aspect of what
makes social housing interesting is
that there is no stigma of living in
social housing, you know, people
of higher incomes live side-by-side
with people of much lower incomes.
And that does have a benefit that
I think goes beyond even the
cross-subsidization concept... 1
think it can create this sense of

universal decommodification.
—Community land trust
representative'3
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I feel like we’re all impacted per-
sonally, economically, by what
happens to each other in com-
munity, and the more we are ac-
tually in relationship with each
other, the more likely it is that
were going to be in touch with
that and appreciate that. There’s
a vibrancy, there’s a health,
there’s a diversity that comes
from that socioeconomic mix.
—Nonprofit developer

Interviewees commonly raised the role
that social housing can play in desegre-
gating neighborhoods. In some cases,
they believed that neighborhood-level
integration should be prioritized over
building-level integration, and that social
housing should not necessarily require
each development to accommodate the
full income mix described in the defini-
tion of social housing.

Most U.S. cities are extremely
segregated. And I think there’s a
line of argument that if you have
an opportunity to get a relatively
rare developable site in a very
high-cost neighborhood, and you
can get zoning to build 100 units,
it’s not clear what policy outcome
is achieved by not making all
100 of those units affordable...
If you have the opportunity,
maximizing the number of
affordable units, particularly in
places that have a severe shortage
of them, is not a bad thing.
—Advocacy organization
representative’s

Interviewees suggested that the in-
come mix defined in SB 555 might
be better achieved at the portfo-
lio level, rather than within each
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development, because of the current
financing system’s limitations, va-
cancies in moderate-income units,
and service provision challenges.

Interviewees noted that most major fund-
ing sources—for example, tax credits,
tax-exempt bond allocations, property tax
exemptions, and funding from the Cal-
ifornia Department of Housing and
Community Development (HCD)—
have prescriptive income requirements
and often prioritize deep affordability.
These requirements can make it difficult
to assemble financing for mixed-income
developments, particularly those that
include substantial numbers of moder-
ate-income units.!¢

Some interviewees worried that the reg-
ulatory and reporting burden associated
with stacking the different funding sourc-
es required to accommodate so many in-
come levels in one building would become
prohibitive. Some believed that accom-
modating the full income mix required in
SB 555 would be particularly challenging
in smaller developments and that allow-
ing flexibility would increase the likeli-
hood that projects succeed financially.

In many parts of California, 80 percent
to 120 percent of AMI is market-rate,
which some interviewees noted can
make it difficult to lease deed-restricted
moderate-income units in affordable
housing developments. Others added
that lease-up of moderate-income units
is challenging under the current system
because tenants do not want to undergo
cumbersome income certification
processes required for a deed-restricted
unit. Suggestions included making the
processes less onerous for everyone and
setting rents at a percentage discount
from market rate to encourage lease-up.
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https://www.hcd.ca.gov/grants-and-funding/supernofa
https://www.hcd.ca.gov/grants-and-funding/supernofa
https://www.hcd.ca.gov/grants-and-funding/supernofa

Lots of people are relatively used
to this—it is part of their life. Un-
fortunately, from food stamps
to Medicaid, these things are a
day-to-day assumption, but for
a higher-income household, you
are simply not going to do all
this paperwork and process and
wait and sit around for a lottery
or compliance review when you
can go down the street and get
an apartment for pretty close to
the same price without all that
paperwork... We oppress poor
people a lot and demand an un-
ending stream of paperwork so
they can qualify for benefits.
—Local agency representative!”

Interviewees noted that residents with
different incomes or from different pop-
ulations often have unique resident ser-
vices needs that can be challenging to
fund and provide in a single building.

There’s both policy and regulation
reasons why it’s hard, under our
current systems, to have a broader
mix ofincomesin anyonebuilding.
But there’s also the model of how
property managers operate build-
ings. The business model makes it
pretty tough in terms of different
services being provided to differ-
ent folks, and the level of care and
attention that are needed for dif-
ferent populations. I think there’s
probably a lot to probe in that...
Like, who could actually manage
projects like that right now? Or
what kind of capacity building is
needed to shift business models
for that to work? And what does
the operating funding need to be?
—Finance organization represen-
tative'®
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Portfolio-level targets were favored
by some interviewees because they
may provide increased flexibility
to make projects pencil out while
still maintaining accountability to
serve those most in need.

Some interviewees said that portfolio-wide
averaging or income targets would allow
for more flexibility on a project-by-project
basis than requiring the full spectrum of
incomes in every building. Prescriptive re-
quirements at the building level may result
in fewer units and fewer residents served.

Portfolio-level cross-subsidization could
increase financial sustainability, in-
terviewees suggested. Revenue from
cash-flowing properties could be directed
to properties with tighter margins and re-
invested to further additional social hous-
ing production.

One of the things that I would hope
for is that, even if it’s not on a re-
gional level or a city level or a de-
veloper level, is that you could have
sister properties. That is a benefit...
you can’t have all of these things,
no operating money coming in,
no operating subsidy coming in,
and very low-income tenants, and
not being able to join this property
and cross-subsidize with another.
—State agency representative

Interviewees also raised questions and
concerns related to unit quality, racial and
class discrimination, and segregation with-
in mixed-income developments. For ex-
ample, interviewees expressed a desire for
developments not to distinguish between
lower-income homes and higher-income
homes in quality or access to amenities.

No consensus emerged on wheth-
er to allocate scarce resources to
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moderate- or middle-income house-
holds or to prioritize social housing
for all. Some interviewees advocat-
ed for including market-rate social
housing units.

Many interviewees said that affordable
housing funds are scarce and shouldn’t be
used to produce units for higher-income
households (moderate, above moderate,
or both), who have options in the private
market, when the greatest need is among
extremely low- and very low-income
residents.

When only one in six low-income
Californians eligible for federal
housing assistance is able to ac-
cess it, and studies show that me-
dian-income households [100 per-
cent AMI] can afford average rents
in most counties, should allocat-
ing resources to moderate-income
households really be the priority?
—Finance organization
representative?°

Other interviewees argued that including
higher-income units in social housing of-
fers financial benefits, such as the ability
to service more debt and generate revenue
that can be recirculated into social housing
production, ongoing operations, and main-
taining affordability. These higher-income
units would become more affordable over
time and, by reducing dependence on ex-
ternal subsidies, would help ensure proj-
ects stay afloat if funding is cut. Offering
housing for all, or for the middle class, can
also increase the political viability of social
housing and address the stigma some as-
sociate with public housing, according to
some interviewees.

How do you keep a social housing
program going? That’s about get-
ting political buy-in from people...
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You're looking at, to what extent
can you get a majority, you know?
So for example, in Vienna, the social
housing they create is eligible for 75
percent of the population. Now, 75
percent of the population doesn’t
live there, but they're eligible for it.
And I mean, there’s a reason why
the governing party has basical-
ly been in power since the 1920s.
—Researcher?

Interviewees identified the need for
ongoing subsidy to support afford-
ability for the lowest-income resi-
dents and permanent affordability
of social housing developments.

Many interviewees asserted that a revenue-
neutral, cross-subsidization model would
be insufficient to meet the goals of SB 555;
most said an ongoing subsidy is required
to support households experiencing the
greatest need. Some believed that, without
upfront capital subsidies, projects may be
incentivized to prioritize higher-income
households to cover debt service. Others
acknowledged that in the current interest
rate environment and given California’s
high  development costs, market-
rate units are insufficient for effective
cross-subsidization.

Rental subsidies were considered key to
making mixed-income social housing fi-
nancially feasible while serving the low-
est-income households. Many interview-
ees pointed to the important role vouchers
play in helping properties cover their
operating costs while maintaining deep-
ly affordable rents, but said that relying
on federal tenant subsidies in the current
political climate is risky. References to
international social housing models that
rely on tenant-based rental assistance to
make rents affordable to residents were
common.
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Element 3: Tenant Protections

“Residents of the housing units enjoy full
protection against termination without
just cause or for any discriminatory, re-
taliatory, or other arbitrary reason, and
shall be afforded due process prior to be-
ing subject to eviction procedures.”

Interviewees widely supported ro-
bust tenant protections. Some ques-
tioned how the protections in SB 555
differ from or build on existing state
law, particularly Assembly Bill 1482,
the California Tenant Protection Act
of 2019.

Interviewees underscored the importance
of preventing evictions for tenants within
and outside social housing. Some believed
that the state should prioritize enforcing,
evaluating, and adjusting existing tenant
protection laws rather than creating new
or separate protections for social hous-
ing.>

The case I would make is when
you evict people, there’s a cost to
society, and when you're evicting
them en masse, youre actually
socializing the losses and privat-
izing the gains, because another
person can’t ultimately get in an
apartment building. The deposits
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are high, their credit is ruined.
There’s a huge social cost to that.
—Local agency representative?

Many representatives from nonprofit af-
fordable housing providers and public
agencies asserted that robust tenant pro-
tections are already a large part of their
work. They described current practices in-
cluding ensuring tenants have the right to
return when buildings are redeveloped, ex-
tensive and lengthy pre-eviction process-
es, rent repayment plans, and provision of
case managers that connect residents with
services.

Interviewees expressed frustration that
housing providers bear the financial bur-
den of tenant protection laws and think
greater rental and operating assistance is
needed to prevent buildings from facing
foreclosure and disrepair when rents go
unpaid. They cited examples of nonprof-
it developers struggling to maintain their
portfolios during COVID, when eviction
moratoriums were in place, and residents
were unable or less likely to pay rent.

A better system of support for ten-
ants, according to many interview-
ees, would include mission-driven
management, rental assistance, and
eviction defense and education.



https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201920200AB1482
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Mission-driven = management:
Some interviewees believed that
mission-driven owners and property
managers are more likely to work
with tenants prior to starting eviction
proceedings—for example, through
payment plans, mediation, or
connections to resources.

Rental assistance: Interviewees
underscored the need for landlords,
board members, or resident councils
to have access to emergency rental as-
sistance that could help tenants stay
housed and allow buildings to continue
operating as normal.

Sometimes people stop paying rent,
and you don’t really, like, people don’t
want to have to displace them, you
want to give people a lot of chances.
And affordable housing developers do,
then end up paying those costs out of
pocket, out of their balance sheet, out of
funds that were meant for other things.
And so, how can operating subsidies
and rent subsidies, emergency funding
or things like that, how can all of those
systems work better with each other?
—Finance organization representa-
tive*

Eviction defense and education:
Interviewees also underscored the
need for investment in legal counsel
and staff capacity to enforce existing
tenant protection laws, along with edu-
cation on those laws for landlords and
tenants.

Sometimes the rules or the laws are in
place to protect folks, but the biggest
hurdle I would say, in like rural places
is not having enough judges or attor-
neys or folks that are in place that are
overseeing these hearings. The laws
have changed related to tenant rights
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over the last number of years; it is dif-
ficult for attorneys and judges to keep
up with the changes, and so the tenants
themselves, they are not coming armed
with attorneys. And we don’t have as
many legal aid attorneys as other places.
—Local agency representative?s

Stronger protections would alleviate
the need for residents to govern di-
rectly, some interviewees suggested;
others thought resident governing
bodies could help prioritize and im-
plement protections.

Some interviewees said that a social hous-
ing system characterized by robust invest-
ment in support for tenants and produc-
tion of high-quality, stable housing would
reduce pressure on residents to govern
their own housing, particularly when living
in large multifamily rental developments.
Others believed that residents’ partici-
pation in decision-making would ensure
owners’ awareness of residents’ economic
situations and hardships and that resident
bodies could help allocate emergency rent-
al assistance and weigh in on evictions.

The most beautiful resident par-
ticipation is small groups of like-
minded people who come togeth-
er in communal ownership... But
if you're trying to operate a public
housing authority portfolio with
thousands of households who are
totally differently situated, the idea
that the residents should be at the
table making meaningful opera-
tions and management decisions
is not realistic. But again, right
to counsel, transparent rules, fair
treatment, no discrimination, that’s
what’s key to good, successful living
environments, in my experience.
—Finance organization representa-
tive2®
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Element 4: Permanent
Affordability

“The housing units are protected for
the duration of their useful life, and the
land associated with the housing units is
protected permanently, from being sold
or transferred to any private person or
for-profit entity or a public-private part-
nership.”

Interviewees agreed that perma-
nent affordability is key to promot-
ing stability for residents and com-
munities, preventing displacement,
and maintaining the value of public
investments in affordability over
the long term.

Permanent affordability was identified
as a way to prioritize resident and com-
munity stability. Some interviewees be-
lieved that creating permanently afford-
able social housing could preclude the
need for housing to serve as a vehicle for
wealth-building.
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I don’t think social housing is
necessarily a wealth creation for
households, and so I think that
it provides the stability and pre-
dictability and permanence that
then allows people to focus on
the other ways of wealth cre-
ation: retirement savings, health
care, other things like that.
—Local agency representative®”

Programs that rely solely on temporary
affordability risk resident displacement.
For example, a representative from a com-
munity land trust described a situation
in which a housing provider converted a
property into student housing after its af-
fordability covenant expired, displacing
the existing residents. Another nonprof-
it developer described how challenging
it can be to replace affordable units that
have been converted to market. In the
view of many interviewees, projects that
remain affordable in perpetuity are a bet-
ter investment of public funds.




The City let all the units go to mar-
ket. They got their money back
along with their equity share of
the profits, and then they realized
that it was so difficult to find an-
other affordable housing project
and to replace those units, so we
came to a joint decision with the
City to never let them go to mar-
ket. If you have an existing af-
fordable unit, what makes most
sense is to keep if affordable for
the long term, which also means
making new, small investments
over time to maintain the unit.
—Nonprofit developer?

Suggestions for operationalizing
permanent affordability included
lengthening affordability covenants
in funding programs, separating
land ownership from property
ownership, and pairing mission-
driven ownership with ongoing
investment:

e Lengthening affordability cov-
enants either in perpetuity or
Jor 99 years, rather than 55
years, in funding programs’:
As one example, the City of Berke-
ley’s Inclusionary Housing Pro-
gram requires affordable units to be
deed-restricted in perpetuity. How-
ever, requiring permanent afford-
ability could be challenging. The Rule
Against Perpetuities, which is meant
to restrict the use of legal instruments
to control property indefinitely be-
yond the lifespan of those who put the
property controls in place, can make
enforcing permanent deed restrictions
very difficult.3° Moreover, writing cat-
egorical, permanent affordability into
program requirements could compro-
mise the ability to secure financing.
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One interviewee stated that lenders
require the ability to foreclose and
remove affordability covenants as a
condition of lending to tax credit proj-
ects.3!

Requiring land to be held sep-
arately by a public agency or
a land trust and ground leased
to the developer: For example, the
City of San Francisco typically
owns the land under affordable
housing developments it funds,
enabling it to require permanent af-
fordability. One interviewee proposed
requiring that the land be held by a
public trust or public agency for all tax
credit deals in which the state provides
more funding than the land’s value.3?

Partnering with mission-driven
entities and ensuring adequate,
ongoing investment: Some inter-
viewees believed operationalizing per-
manent affordability is less about legal
requirements and more about work-
ing with mission-driven entities and
providing adequate funding.

I don’t think that is the right ap-
proach to write into a legal docu-
ment and say, 100 years from now,
you need to still be providing this.
I think supporting permanent af-
fordability is a constant, ongoing
project of providing enough money,
having partners and implementers
and administrators and developers
who are committed to a mission. I
think it’s about setting up a struc-
ture that incentivizes the various
parties to keep projects affordable.
—Local agency representative33

Housing providers were hesitant to
restrict the sale or transfer of social
housing because doing so would
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make rehabilitating properties and
managing distressed assets more
challenging and would restrict op-
portunities for tenant ownership.

Interviewees asserted that ownership
transfer to a for-profit entity is sometimes
necessary to recapitalize and rehabilitate
properties that need capital improve-
ments—for example, through the tax
credit re-syndication process, which also
requires owners to enter into a new 55-
year affordability period.

The only way that you can consis-
tently recapitalize and extend the
useful life of these [large multi-
family] properties beyond 20 or 30
years is by accessing the Low-In-
come Housing Tax Credit pro-
gram. So the wording here... being
sold or transferred to any private
person or for-profit... I would say
‘for-profit controlled entity.” The
word control is critical. You can
have a nonprofit entity with pas-
sive for-profit partners that allows
you to access the tax credit pro-
gram. What you don’t want is for
the for-profit to have control. So
that clause is highly problematic.
—Finance organization represen-
tative34

Some interviewees expressed concern
that restricting sales reduces flexibility
for owners dealing with distressed assets
and can result in poor living conditions
for tenants. Owners may need the option
to sell properties sited in areas at risk of
climate change-related stressors or disas-
ters, with fair compensation and protec-
tion for residents.

I think we’re seeing a lot of this
with public housing, the increas-
ing risk from climate change, like
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where these things are sited... You
may need to move people’s assis-
tance or move the property because
it’s no longer tenable to maintain,
you know, a public housing build-
ing where it’s going to be flooded
every two, three years... That’s
what informs my thinking about
whether it can be sold or trans-
ferred to a public-private partner-
ship. It feels a bit more restrictive,
probably for good reason, because
I know there’s a history of pub-
lic assets being sold, but you just
may want to think through some
of the other worst-case scenarios.
—Finance organization represen-
tative3s

Interviewees pointed out that the stra-
tegic sale of units can allow social hous-
ing developers to access equity for future
production and create opportunities for
homeownership. For example, in the
Netherlands, housing associations can
sell units, but tenant associations review
the process, and tenants have the right of
first refusal. They may also, for example,
sell units and use the equity to build new
housing, resulting in an overall increase
in the number of affordable units.3¢
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Element 5: Resident
Participation in
Decision-Making

“Residents have the right to participate
directly and meaningfully in decision-
making affecting the operation and man-
agement of the housing units in which
they reside.”

Although agreeing that residents
should have greater power to en-
sure stability and dignity in their
housing, interviewees were uncer-
tain about what “direct and mean-
ingful participation” means in the
context of social housing.

Interviewees highlighted the importance
of improved transparency, accountability,
and trust-building with residents, and the
need for residents’ input on development
and management processes to ensure
that their needs, experiences, and
concerns are prioritized. Some believed
that improvements in these areas might
preclude the need for residents to
directly govern, while others asserted
that residents’ decision-making is key to
realizing these improvements.

The strongest way, in my view, to
achieve that kind of accountabili-
ty is by having the people who are
living in the buildings being able
to share what it means to actual-
ly live there... How habitable are
these buildings? How rent bur-
dened and impacted are the res-
idents and their neighbors? You
might know in some vague sense
as the houser, but if youre not
reminded constantly of these is-
sues, they will fall by the wayside.
—Community land trust represen-
tative’”

In structuring resident participation
across types of social housing and at differ-
ent levels of governance (building, organi-
zation, and program), some interviewees
called for flexibility. Many acknowledged
the strengths of resident governance in
community land trusts and cooperatives
but have concerns about translating that
governance to large developments or
portfolios. Others said that meaningful
resident participation could differ—in for-
mat and types of decisions residents are
involved in—across cooperative, nonprof-
it, and government-owned housing.
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I also think that my experience
is that while there may be a lot of
value to having resident partici-
pation in the activities of an in-
dividual building, it’s really hard
as a large nonprofit or entity to
have 20 different sets of rules for
20 different buildings, right? So
I think it makes it really hard to
manage. I think it makes it really
hard to scale other activities. So
I think the devil would be in like,
‘Well, what do we mean by this?’
—Nonprofit developer3®

Interviewees identified a range of poten-
tial decision-making areas for residents
to participate in, including common area
spaces, budgeting for services and pro-
gramming, capital improvements, operat-
ing budgets, selection of operating boards
and property management companies,
carrying charges and rent setting, tenant
selection, and the development of funding
guidelines for social housing.

Interviewees had questions and
concerns about how the require-
ment for residents’ participation
in decision-making about the op-
eration and management of social
housing units would be implement-
ed. They offered views on the role of
professional property management,
residents’ capacity to participate,
conflict and power dynamics among
residents, and potential challenges
in securing financing for properties
governed by residents.

e Role of professional property
management: Many interviewees
believed that decision-making for key
property operations—including rent
setting, day-to-day maintenance, long-
term asset management, and capital
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improvements—should be undertaken
by, or in conjunction with, professional
property management. They cited
examples of government-funded,
resident-run cooperatives that fell into
disrepair due to a lack of oversight or
assistance from professional property
management, insufficient governance
training and resources for residents,
and challenges balancing affordability
with necessary repairs.

Famously, HUD used to fund and pro-
vide rental subsidies to limited equity
cooperatives built in the 1960s through
the early 1980s. However, in those cas-
es where people get over income and
get control of the board, they are often
reluctant to raise the rents on them-
selves. It then becomes a challenge
when they need to raise money for the
capital needs of the community, for
maintaining it in the best way possible.
—Nonprofit developer3?

Residents’ capacity for partic-
ipation: Some interviewees ques-
tioned whether residents have the
time for and interest in management
decision-making, given work, educa-
tion, and family commitments. Others
anticipated challenges meeting partic-
ipation requirements in senior hous-
ing and permanent supportive housing
and believed social housing shouldn’t
place cumbersome requirements on
residents. Some thought it unrealistic
to expect residents to participate in
complex management decisions in-
volving large real estate portfolios.

There wasn’t as much excitement
around tenant governance as I
thought there might be. I think there
could be under certain circumstanc-
es, and I would love to see tenants
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Interviewees

more empowered broadly, because
there’s really uneven power dynamics
now, you know, and property man-
agement is problematic even in af-
fordable properties, but it just felt like
there was this sense of like, ‘If proper-
ty management was doing their jobs,
well I don’t know that I'd want to get
involved,” right? So I think there’s an
interesting capacity question, espe-
cially given how people’s lives are or-
ganized in our current society, and the
limited time and capacity people have.
—Local agency representative+°

Power dynamics: Some interview-
ees cited abuses of power, conflicts be-
tween neighbors, and discriminatory
practices within governance structures
such as homeowners associations, and
wondered how to ensure that resident
boards don’t replicate existing power
imbalances.

Financing challenges: Interview-
ees expressed concern that lenders
would refuse to finance projects
in which resident participation in
property-level decision-making was
not accompanied by professional
property management with ultimate
decision-making  authority = over
property and asset management.

identified a range

of potential tools, structures, and
strategies for implementing SB 555’s
resident participation requirement
for social housing:

Protected right to organize within
buildings

Resident representation on governing
boards of organizations and agencies.
For example, community land trusts
typically  have member-elected
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tripartite board structures, with board
seats divided equally among residents,
community partners, and real estate
or development experts. The Lowell
Community Development
Corporation requires that at least
one-third of its members be residents
of the local community. Community
Housing Works (CHW), a
community housing development
organization, reserves a third of its
seats for low-income residents or for
organizations that serve low-income
people or communities, with the
majority going to CHW residents.

Resident boards or committees at
the building level that advise proper-
ty management on certain issues and
have direct decision-making authority
over other issues

Resident advisory boards or resident
board representation at the organiza-
tion or portfolio level. For example,
Montgomery County’s Housing
Opportunities Commission has
a resident advisory board that covers
the entire agency. The San Joaquin
Housing Authority has a resident
advisory board and requires two of its
seven Board of Commissioners seats
to be held by current tenants.

Independent controller or advocate
who can help mediate conflict between
residents and governing boards

Participatory budgeting and design
processes, particularly when develop-
ment timelines and fund allocation are
flexible

Surveys, town halls, and focus groups
to ensure that all residents can give
input (favored by some interviewees
over direct decision-making)
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Interviewees acknowledged that
supporting residents’ participation
in decision-making would require
substantial financial and capacity-
building resources, for both
residents and housing providers
with relatively little experience
engaging residents.

Some interviewees believed that resident
governance should be a central priority in
an appropriately resourced social housing
system. Others worried that highly pre-
scriptive or intensive resident governance
requirements would render social hous-
ing infeasible.

The kind of money we'’re talking
about to support this is not giant,
but it does require a willingness
on the part of folks who typically
administer properties to be able
to share that power with resi-
dents. And frankly, believe that
residents, especially low-income
residents, actually have something
to offer. And I think, you know,
this is very deeply rooted in clas-
sism and racism, to believe like,
well, how could these folks actual-
ly have something to contribute?
—Community land trust represen-
tative#

In Vienna, there’s some evidence
that in the limited equity home
ownership context, people can
self-manage well, but they have
huge amounts of support, peo-
ple helping them with the books,
people helping them with prop-
erty management, making sure
they’re not getting in trouble.
And I don’t know how realistic
it is for California local govern-
ments to commit to doing that
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long term with the financial stress-
es that we’re under right now. In
theory, it should be able to hap-
pen. In practice, I'm not so sure.
—Finance organization represen-
tative?

To build residents’ trust, lower barriers
to participation, and ensure equitable
participation, interviewees suggested lan-
guage accessibility supports, childcare,
stipends, and legal support, as well as ed-
ucation or technical assistance on hous-
ing development and management issues.

Interviewees noted that affordable hous-
ing developers may not currently have
the expertise needed to facilitate resident
participation in decision-making.

You need people with financial
skills, architectural skills, project
management, all of those things. I
think changing our mindset so that
resident leadership and engage-
ment and capacity building is seen
just as any core skill set for any
affordable housing organization.
—Community land trust represen-
tative#

Representatives of land trusts, public
agencies, community development finan-
cial institutions, and advocacy organiza-
tions shared suggestions for and examples
of initiatives or infrastructure to build on:

+ United to House Los Angeles
(ULA) is creating a resource hub to
plan, envision, and strategize resident
governance. Its Alternative Models
program requires development teams
to demonstrate experience supporting
tenant governance models and recom-
mends partnerships with locally based
nonprofits experienced in this area.


https://housing.lacity.gov/ula

« The defunded Foreclosure In-
tervention and Housing Pres-
ervation Program allowed pre-
development funds to be used for res-
ident engagement.

+ One community development finan-
cial institution plans to dedicate a
portion of its lending portfolio to
resident-led initiatives and provide
concessions—for example, discount-
ed interest rates—to developers that
incorporate resident voices into their
developments.

« Some organizations, including the
California Community Land
Trust Network and the Grounded
Solutions Network, have experi-
ence supporting land trusts and resi-
dents’ capacity to participate in deci-
sion-making.

Reflections on Financing

and Capacity Building for
Social Housing

Interviewees noted that today’s af-
fordable housing finance system is
insufficient to support the goals of
SB 555. They said the state should
both commit substantial invest-
ment and lead housing finance
innovations that can help social
housing scale.

Many interviewees believed that exist-
ing funding sources—both state and lo-
cal—are oversubscribed or insufficient;
some expressed concern that social
housing will further strain existing funds
and increase competition for them.
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Interviewees underscored the need for
dedicated, ongoing revenue streams to
sustain a social housing system.

Our housing finance system is
pretty broken related to helping
us with permanent affordabili-
ty. We've had lots of examples of
land banking, CLTs, shared equi-
ty and other kinds of models. But
we’ve had this huge issue of scale.
If the desire is to deliver social
housing at scale, then we need
to think about the role that the
public sector might actually have
in scaling up. That will be real-
ly interesting to watch...My hope
is, alongside this, is a set of hous-
ing finance innovations that in-
volve the whole ecosystem (pub-
lic, private, nonprofit sectors).
—Researcher+

We need evergreen, long-term
sources of funding in order to
compete when the markets are
low, and slowly, over time, build
up the amount of housing that
comes off the speculative market.
You need that big source, like ULA
or Los Angeles County Afford-
able Housing Solutions Agency
(LACAHSA), that’s going to be on
the books forever. I think leaving
affordable housing finance up to
annual appropriations isn’t work-
ing. It doesn’t allow organizations
to staff up properly and build at
the scale needed, because there’s
too much risk and uncertainty.
You don’t know if public funding
will be available when you need it.
—Finance organization represen-
tative#
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Because the existing housing finance
system is complex and inefficient,
interviewees said any new financing
model or structure should prioritize
simplicity and flexibility.

The current affordable housing
finance structure is so compli-
cated and it’s too cute for its own
good, and it needs so many law-
yers and investment bankers to
actually make it work, just like tax
credits... If we're really taking the
step back, it seems like trying to
hold a simpler structure with less
friction that gets at our desired
outcomes if we’re thinking big.
—Finance organization representa-
tivets

The real question is, how does the
state provide funds without adding
on so many requirements? Cali-
fornia is at the extreme of this, of
adding on so many requirements
that the cost of the requirements
eats up the public subsidy. The
public subsidy money is large-
ly being used not to create af-
fordability, but to meet require-
ments that are triggered by it.
—Finance organization representa-
tivese

To cut public sector costs and timelines
and therefore help social housing scale,
interviewees suggested reducing regula-
tory burdens associated with public fund-
ing, investing in innovative construction
methods, and centralizing funding deci-
sions by handing them to state or regional
authorities.

Social housing is an opportunity to
create better tools and resources
to acquire existing properties and
preserve affordability, according to
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many stakeholders.

Interviewees envisioned a state social
housing program stepping in to pur-
chase and rehabilitate existing homes to
help prevent resident displacement and
the loss of naturally occurring affordable
housing. They pointed to the Foreclo-
sure Intervention Housing Pres-
ervation Program as a much-needed
tool that was cut from the state budget
before it could launch.

Some stakeholders discussed the value of
purchasing stalled or newly built prop-
erties and operating them as affordable
housing. A turnkey acquisitions strategy
might allow social housing owners to tap
into the capacity of for-profit developers
and stand up units more cost-effectively
and quickly.

A lot of the tax credit money, and
I would say some of the HCD
money as well, isn’t really set up
for acquiring a building. One of
the things we’re doing is looking
at the pipeline of what’s under
construction right now in terms
of market rate buildings and say-
ing, okay, instead of letting this go
market-rate, why don’t we just buy
it from these guys when they’re
done and restrict it as affordable?
But a lot of the funding doesn’t
allow you to do that. When we’re
doing LIHTC... the cost per unit
is pushing $1 million a unit. Well
I can buy these buildings now for
$400,000 to $600,000 a unit.
Well that’s a tremendous savings,
right? And so why shouldn’t we
have access to those same gov-
ernment funds to capitalize on
what’s happening in the market?
—Local agency representative+’
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Interviewees often described
the need for a new or expanded
government-provided low-cost debt
product to help scale social housing
production.

Some said that a low-interest loan prod-
uct could help reduce risk, contain costs,
and improve project feasibility; having
the state provide it would mean that any
earned interest could accumulate and be
reinvested in social housing. Interviewees
identified the California Housing Fi-
nance Agency as the entity that should
provide low-cost debt for social housing
development.

It’'s a great opportunity for the
state HFA, and it just is an im-
portant part of the model. You
don’t have to do it—you could go
to Fannie and Freddie, you can
go to the private market. But in
its most efficient form, the state
HFA would be in here kicking
butts, and it’s a great business
line for them. And it does render
the best outcome in terms of fi-
nancial stability of the property.
—Finance organization represen-
tative+®

A state housing finance agency is
supposed to provide financing for
affordable housing... It’s kind of
crazy that in our country, afford-
able housing development is going
after the same conventional debt
that a market-rate development is.
—Local agency representative+

Interviewees said that expansion
of rental and operating subsidies
is critical to making social housing
work, particularly for lower-income
residents.
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Ongoing and predictable operating sub-
sidies are needed to ensure properties
can maintain both quality and afford-
ability for residents long-term, empha-
sized interviewees. Some believed that
project-based vouchers—which can help
secure financing for development but are
limited in supply—are key to guaranteeing
affordability for the lowest-income house-
holds. Although interviewees desired an
expanded federal voucher program, they
said that relying on federal programs un-
der the current administration is risky.

I think, ideally, they need to setup a
system where the operating subsi-
dy can be doled out... on an annual
basis with some guarantees... You
know they’re requiring you to be
affordable at these very low levels
for 55 years. Well, okay, then I need
a subsidy for 55 years, and other-
wise, the minute that subsidy goes
away, the project is upside down
and now you have a failing project.
—Local agency representative>°

Others recommended two ways to take
advantage of tenant-based vouchers:
(1) ensuring that rents in social housing
are below the Small Area Fair Market
Rent and affirmatively marketing units
to tenant-based voucher holders and (2)
having the state provide a guarantee for
projects that plan to rent a share of their
units to voucher holders, so that develop-
ers can finance them with tenant-based
subsidies.5

What’s powerful with the guaran-
tee is, without needing more cash,
using the tool that you have; for
the state, it’s balance sheet and
it’'s credit. If youre specifically
looking at these back-end rental
subsidies or vouchers, you're just
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making those work double duty.
You're making them work to drive
housing development. I think it
could be part of the overall cap-
ital stack; it’s another tool, and
it’s not just a direct cash subsidy.
—Finance organization represen-
tative>?

Other suggestions included investigat-
ing other countries’ cost-rental models,
in which developers set rents at the cost
of building and operating the units, and
state-provided rental assistance bridges
the gap between rents and the amounts
households can afford.

Directly providing public funds is
not the only role for the public sec-
tor. Interviewees thought the sector
could reduce the cost of—and expand
access to—private debt through risk
sharing, credit enhancements, and
government guarantees.

When we looked internationally, we
saw governments really bringing
down the cost of borrowing through
credit enhancements and loan guar-
antees. And that seemed to work on
areallybig scale, especially once you
have this kind of sector that’s devot-
ed to developing social housing...
I don’t think we’ve seen that quite
translated into the U.S. context yet,
but you know, the same principles
of the public taking on the risk in
order to lower the cost of borrow-
ing. It’s definitely a core principle.
—Researchers3

Interviewees suggested that credit en-
hancements and loan guarantees could
particularly support community land
trusts and limited-equity housing coopera-
tives. For example, a municipal loan guar-
antee could help community development
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financial institutions increase lending to
smaller, “riskier” projects while meeting
their underwriting criteria.

Representatives of affordable
housing providers expressed an
interest in greater flexibility to
cross-subsidize across properties,
borrow against the value of their
portfolio, and pull equity out of
existing projects to help rehabilitate
properties or increase affordability.

Interviewees often cited models of social
housing in other countries. For example,
in the Netherlands, housing associations
can borrow against 65 percent to 80
percent of their portfolios, providing
them with a steady flow of cheap debt
to build additional units.>* In Vienna,
limited-profit  housing  associations
typically contribute about a quarter of a
new social housing project’s capital stack
as an equity investment.5>

One of the biggest tools Vienna re-
lies on is having developer-owners
being able to churn their portfolio’s
accumulated equity into their fu-
ture deals. Here, HUD has allowed
that when it comes to refinancing
existing affordable housing that
has an uninsured mortgage on it,
so you can go ahead and refinance
it as part of a recapitalization and
rehabilitation of a property, with
any excess equity that has built up
since the original funding of that
deal shared between the nonprof-
it and HUD. HCD currently does
not... But there’s a proposed bill
that would allow existing owners
of affordable housing to refinance,
with those savings then repur-
posed toward providing a fund-
ing source for future affordable
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housing development. There’s
lots of interest in doing so.
—Nonprofit developer representa-
tives®

Other suggestions for how the pub-
lic sector could help bring down
development costs and commit re-
sources to help social housing scale
included leasing land, acquiring
and allocating land, revising prop-
erty tax exemptions, and providing
insurance.

e Leasing land: Interviewees believed
that local and state governments
should lease surplus or public land
for development. They pointed out
that contributions of public land allow
governments to provide equity and
reduce development costs without
making additional direct subsidies.
Additionally, such contributions could
drive social housing development to
tavorable locations.

e Acquiring and allocating land:
Interviewees suggested that the pub-
lic sector (whether state, regional, or
local governments) could play a more
proactive role in acquiring land, as-
sembling parcels, and prepping land
for development. Establishing a pub-
lic land bank to acquire and hold land
could support social housing. Inter-
viewees also noted trade-offs in the
public acquisition and provision of
land, including loss of property tax
revenue for local governments, the
risk that public land acquisition will
inflate land prices, and additional
costs associated with public sector in-
volvement.

e Revising property tax exemp-
tions: Interviewees agreed that
property tax exemptions are critical
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for making social housing financially
feasible, but they differed on whether
and how to modify current property
tax law. Ideas include expanding the
welfare property tax exemption above
80 percent of AMI, designating social
housing as a public purpose that would
automatically receive the exemption,
and improving access to exemptions
for limited-equity housing coopera-
tives, which are often at the margins
of making financial transactions work.

e Providing insurance: Interview-
ees raised the possibility that the state
could step in to provide insurance for
social housing to help combat increas-
ingly unpredictable and rapidly esca-
lating insurance costs on the private
market.

Pre-development supports—
including funding, capacity-
building, and partnerships—were
highly desired by interviewees
to increase the capacity and
reach of smaller, community- or
resident-driven social housing
providers, such as community land
trusts, community development
corporations, and limited-equity
housing cooperatives.

The biggest thing is pre-
development work... in order to
get to a place where you can do
an application, you need to pretty
much know what you’re building.
And so how do you do that if you
don’t have any money? I probably
spent a good two years doing
pitches to foundations trying to
make enough money so that we
could get our initial startup funds.
—Community land trust
representative®’
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There’s a whole training compo-
nent. We're partnering with a com-
munity services organization in
their interest to form a communi-
ty development corporation. Right
now were going through a year
focused on training their internal
team on the fundamentals of af-
fordable housing, the development
process, the real estate process,
what budgeting for the operations
looks like, on and on and on. Year
two will be focused on doing a pi-
lot... It’s a hybrid that I think ac-
tually has the potential to scale.
—Nonprofit developer representa-
tives®

Interviewees identified funding, capacity-
building, and partnership models to learn
from and build on, including United to
House Los Angeles, existing training
programs for emerging developers, the
de-funded Foreclosure Intervention
and Housing Preservation Program,
and strategies for resource and staff
sharing among community land trusts and
community development corporations.5°
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