. State of California

%EMORANDUM

To:

From:

. Subject:

CalHFA Board of Directors Date: January 12, 2005

Theresa A. Parkér, Executive Directorw
CALIFORNIA HOUSING FINANCE AGENCY

CPR Proposal on State Surplus Properties

At our last Board Meeting on November 18, 2004, Board Member John Morris requested
information about the California Performance Review Commission’s (CPR) recommendation on
identifying and selling under-used and surplus state properties. This report will provide
information to Board Members on the status of that recommendation and whether or not there
is the opportunity for such properties to be available for the creation of affordable housing.

Background

In August 2004, the California Performance Review issued a report that included more than
1,000 recommendations that could streamline government, improve the quality of service
delivery and ultimately save billions of taxpayer dollars over the next five years.

One such recommendation identified current state laws and processes for identifying and
selling state surplus property assets that should be-amended to increase property sales and
revenue to the State of California. Most state agencies are requested by statute to annually
review their property holdings to determine what, if any, are surplus, under utilized or in excess
of foreseeable needs. The Department of General Services compiles this information and
reports to the Legislature, requesting authorization to sell it or otherwise dispose of it.

Current law also includes a provision of first right of refusal for acquisition of any identified
surplus property by other state departments and/or focal governments at below market rate
value. :

CPR'’s proposed streamlining process to increase property sales and revenues to the state
would do the following:

= Empower the State and Consumer Services Agency or its successor to declare state
assets surplus and direct their sale.

= Amend state law to require the sale of state property at fair market value.

» Amend state law to eliminate the right of first refusal for surplus property to any non-
state agency. ,

= Appropriate continuous funding to evaluate and sell surplus property.

» Permit the State and Consumer Services Agency or its successor to enter master
service contracts for consulting services required to study and sell surplus property.



In a 1995 report mandated by the Legislature, the Department of General Services identified
123 surplus or under-used properties controlled by 12 different agencies. Only a few of the 123
properties have, to date, been identified by the individual agencies in their annual surplus
property reports and have been sold.

On October 30, 2004, the California Performance Review Commission issued their report which
summarized public perception to the recommendation contained in CPR. With respect to

“tapping surplus property assets, the Commission heard public comments which expressed both
support and opposition to the CPR recommendations.

Current Status

Following the CPR and the CPR Commission’s work, the Department of General Services
(DGS) has been involved in identifying underused and surplus state property. They have
grouped these properties into three categories. The first category identified a grouping of
properties where there is basic agreement among DGS and the impacted department that the
property should be released for sale. It is my understanding that the Schwarzenegger
Administration will be submitting legislation to request legislative authorization to sell these
parcels at market rate prices. '

The second grouping of properties has been identified by the Department of General Services
as underutilized or surplus. However, there is not consensus by the ownership department of
DGS'’s determination. Such examples might include vacant land at state developmental centers
or state office buildings which currently are occupied by state employees:

The third category (and highlighted by CPR) is a list of high value properties in the State of
California where there is no agreement or consensus that they meet the criteria for surplus
property sales. Some examples on this list might include San Quentin and state property in Del
Mar.

Opportunities for the Creation of Affordable Housing
| believe that there are a couple of opportunities created by this proposal, should it be enacted,
to add to the affordable housing stock of California. Specifically:

= Streamlining the process for sale of underutilized and surplus property could place more
land on the market that developers could bid for to build affordable single or multifamily
housing.

= Elimination of the first right of refusal requirement would also provide greater -
opportunities for non-governmental agencies (developers) to bid on previously
unavailable property.

» Criteria for winning bids would go to the highest bidder above fair market value,
eliminating, for the most part, current priorities.

In conclusion, there is no opportunity to directly tie the sale of state surplus property for the
creation of affordable housing. However, while the intent is for the state to maximize the value
of state property, not get into the development business, the California Housing Finance
Agency will continue to monitor this area for opportunities to create affordable housing. -




January 13, 2005

AMENDED
CALIFORNIA HOUSING FINANCE AGENCY
2004/05
HOUSING AND INSURANCE OPERATING FUNDS
DETAILS OF EXPENDITURES

(DOLLARS IN THOUSANDS)

Actual Adopted Amended
EXPENDITURE ITEM 03/04 04/05 04/05
PERSONAL SERVICES
Authorized Salaries $13,709 $17,356
Estimated Salary Savings . (868)
Staff Benefits 4,273 4,122 125
TOTALS, Personal Services $17,982 $20,611 $125
OPERATING EXPENSES AND EQUIPMENT
General Expense 817 750
Communications © 661 600
Travel 424 400
Training 173 140
Facilities Operation 2,176 2,602
Consulting & ‘ )
Professional Services 4,556 4,797 2,875
*Central Admin. Serv. 817 1,427
Information Technology 805 750
Equipment ) 592 500
Operating Expenses and Equipment $11,021 $11,966 $2,875
TOTALS, EXPENDITURES $29,003 $32,577 $3,000

* Central Administrative Services: These are service costs (e.g., Finance, Controller,
Personnel Board, Treasurer, Legislature, etc.) incurred by the Agency. These charges
are calculated by the Department of Finance using a formula that takes three budget
years into consideration.

Proposed

04/05

$17,356

(868)

4,247

$20,736

750
600
400
140
2,602

7,672
1,427
750
500

$14,841

$35,577
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: aliforniag Housing Fi nc
" Meeting of Board of Directors
- November 18, 2004
Millbrae, CA

Supple al Minutes

After the conclusion of the open portion of the meeting, the Board went into closed
session to receive advice from counsel relating to the litigation described in item 5. of the
agenda. At the conclusion of the closed session, Board member Morris asked the Chair to

- re-open the meeting to make an addjtional statement under agenda item 7, “Discussion of
other Board matters”. The Chair thereupon re-opened the public record. ’

Mr. Moiris referred to the findings of the California Performance Review concerning the
uses of excess or surplus state land. Mr. Morris suggested that the Agency consider

‘ encouraging the State to make excess or surplus state land available for the development
of affordable housing. Mr. Moxris asked the Agency staff to look into the issue. No action
was taken.

The meeting was thereupon adjourned.

Thomas C. Hughes
Secretary of the Board of Directors

JAN-14-2005 B8:28AM  FAX:916 322 3151 ID:WESTIN HOTEL MILBRAE PAGE : 882 - R=180%
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BOARD OF DIRECTORS

CALIFORNIA HOUSING FINANCE AGENCY

Phil Angelides, State Treasurer
Office of the State Treasurer
915 Capitol Mall, Room 110
Sacramento, CA 95814

(916) 653-2995

*Jan Boel, Interim Director
Office of Planning & Research
State of California

1400 Tenth Street

Sacramento, CA 95814

(916) 322-2318

*Tom Campbell, Director
Department of Finance
State of California

State Capitol, Room 1145
Sacramento, CA 95814
(916) 445-4141 .

Peter N. Carey, President/CEO
Self-Help Enterprises

P.O. Box 6520

Visalia, CA 93290-6520

(559) 651-1000x600

John A. Courson, CalHFA Board Chair

President/CEO

Central Pacific Mortgage
950 Iron Point Road #200
Folsom, CA 95630 ..
(916) 353-1616

Edward M. Czuker, President
E.M.C. Financial Corporation
8383 Wilshire Blvd., Suite 630
Beverly Hills, CA 90211

(323) 653-6677

Lucetta Dunn, Director

Dept. of Housing & Community
Development

State of California

1800 Third Street, Room 450
Sacramento, CA 95814

(916) 445-4775

*Non-Voting
Rev12.15.04/111680v2

Sunne Wright McPeak, Secretary

Business, Transportation & Housing Agency
State of California

980 9th Street, Suite 2450

Sacramento, CA 95814

(916) 323-5403

John G. Morris, President

John Morris, Inc.

11111 Santa Monica Boulevard
Suite 1122

Los Angeles, CA 90025

(310) 473-8335

*Theresa A. Parker, Executive Director
California Housing Finance Agency
State of California

P.O. Box 4034

Sacramento, CA 95812-4034

(916) 324-4638

Jack Shine, Chairman

American Beauty Development Co.
16830 Ventura Boulevard, Suite 401
Encino, CA 91436

(818) 981-4900 x119

CURRENT BOARD VACANCY
1 Governor’s Appointee
1 Senate Rules _
1 Speaker of Assembly




SCHEDULE OF CALHFA REGULAR BOARD MEETINGS

DATE CITY LOCATION
January 13 Millbrae The Westin*
(Thursday) San Francisco Airport

One Old Bayshore Highway
Millbrae, CA

March 22 Sacramento Clarion Hotel
(Tuesday) Sacramento*
700 Sixteenth Street
Sacramento, CA

May 12 Burbank Hilton Burbank Airport
(Thursday) & Convention Center*
. 2500 Hollywood Way
. Burbank, CA
J uly 7 Sacramento Hyatt Regency
(Thursday) Sacramento*

1209 L Street
Sacramento, CA

September 8 a Burbank Hilton Burbank Airport
(Thursday) & Convention Center*
2500 Hollywood Way
Burbank, CA
November 9 Millbrae The Westin*
(Wednesday) San Francisco Airport

One Old Bayshore Highway
Millbrae, CA

*TENTATIVE MEETING LOCATIONS
111965v2/HotelSchedule.2005
ev.12-23-04:jojo
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