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Housing Needs in New Hampshire
Summary of Three Reports
March 2014

In the decades before the Great Recession, New starafs housing market was a major driver
in the state’s expanding economy. But with recéiftsin the state’s demographic and
economic trends, New Hampshire’s current housifrgstructure could end up becoming a drag
on future economic growth and stability.

The reasons are multiple: an aging populationtshifhousing preferences among younger
generations, a misalignment between housing supulyfuture demand, and changes in
traditional financing paths for homeownership.he 1970s, 1980s, and 1990s, housing demand
was driven by the Baby Boomers moving to New HarnmpsBut as we have seen in many
policy areas, much of New Hampshire’s housing itgubuilders, planners, public officials,

etc.) have yet to fully transition away from thenaiset of the past, in which consistent rates of
high population growth (especially among young fas) was the norm. Instead, they need to
prepare for a housing model defined by less graw#rall, more senior households, fewer
young households, financially strained first-timeyérs, and changing lending standards.

Using updated population forecasts, the reportegtejNew Hampshire’s future housing needs,
by age group and by type of housing. In additianmarous focus groups were consulted,
representing a broad swath of the state’s peoglédasinesses: builders, lenders, realtors, young
professionals, senior groups, regional plannerskfwae housing groups, and others. Finally, as
a way of assessing the potential impact of New Hdmng’'s aging population on the housing
market, national analyses of housing needs anén@mtes among senior populations were
reviewed.

Among the major findings from this work:

Overall homeownership demand in New Hampshire is ddining. The reasons for this include
the weak economy, lower rates of in-migration, difficulties in obtaining financing. Among
older homeowners, low levels of liquidity contintaepose problems, while high levels of
student debt and mediocre wage growth limit homg#guoptions for younger generations. In
the more rural parts of the state this declineemand has been particularly apparent in
communities that are more than two towns removewh imajor transportation networks. Real
estate professionals, in particular, noted sigaiftaifferences in demand geographically.
Moreover, growth in low-wage service jobs and hogsiosts are described as creating a
growing affordability problem, particularly north Goncord.

New Hampshire’s current housing supply is poorly agned with evolving preferences

among different age groupsThis mismatch exists both for aging Baby Boomeie younger
workers. Older residents are likely to seek to “desize” to smaller living arrangements, yet
housing units of 3+ bedrooms far outhnumber one-tasodbedroom units in the state. Given the
relatively small number of young households ingtage, it's unclear whether the larger units
built for Boomers during their child-rearing yeavdl draw sufficient interest from buyers in
future years.
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In addition, younger age groups are, in geners$ ligely to be homeowners compared to
previous generations. In fact, each new group ahggeople is increasingly less likely to be
homeowners. Moreover, financial pressures causeggngenerations to gravitate toward more
non-conventional housing solutions, including corevship and “doubling up,” and a preference
for the flexibility associated with renting.

Affordability and the New Hampshire advantage. These factors have an impact on the
affordability of housing in New Hampshire, somethimhich may have been a big part of New
Hampshire’s attraction to new migrants from highgced states over the past four decades.
While the median price of homes is more affordabéa just a few years ago, this is not
necessarily true for first-time buyers, who hawalitionally provided important liquidity to the
housing market. The home purchases of first-tiogels enabled those who were selling their
homes to “move up” or “down-size.” But youngeridesits now face inferior job prospects and
high levels of student debt, and they are delagiagriage, and are unsure of the benefits of
homeownership—including the ability to easily résela later date.

In addition, the state’s rental market has grovas laffordable in recent years. The New
Hampshire Housing Finance Authority’s (NHHFA) 20EBital housing survey indicated that
since 2006, the median monthly gross rent rose figrdent (in contrast to the 40 percent drop in
the monthly mortgage cost) and vacancy rates deetleaneaning renters were paying more,
with fewer options to choose from. This reflectsagional pattern for a growing percentage of
households in rental housing.

Seniors Will Occupy a Growing Proportion of the Stae’s Housing Units.New Hampshire’s
senior population is expected to nearly double betw2010 and 2015, from 178,000 to 323,000
people, a change that is not matched among yowggegroups. As a result, seniors will occupy
a growing proportion of the state’s housing urfitsng one in three units by 2025. The number
of senior households in the state, both ownergamigrs, will nearly double by 2025.

While seniors generally want to age in place, dasire is complicated by several factors,
including high rates of disability, lower mediartame and savings, declining caregiver
population and other factors. The median inconth@ftate’s senior homeowners is barely half
that of the state median, and their home equitybleas significantly reduced by the state’s
housing downturn.

New construction will likely be limited in a projected era of slower population growth.The
rehabilitation of the existing housing stock magdiae more needed, yet much of New
Hampshire’s housing regulations, including locanpling and zoning ordinances, are not
currently geared towards this segment of the market
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Executive Summary

This report is a qualitative analysis of housingferences in New Hampshire by household age,
income, make-up and geographic location. Housiefepences in this context include, but are
not limited to: tenure, size, number of bedroomasation, and setting, i.e. proximity to
employment, transportation, services and recreaéisnvell as affordability or the percent of
income available for housing cost. The analysiesadn the focus group research method, with a
concentration on the housing-related conditionswmaild induce younger people to stay in the
state or to move to New Hampshire, as well as pgatees of the near-retirement population.

The methods used here should be readily replicabtying this analysis to become a baseline
for future study.

This analysis shows that New Hampshire’s housingketa are evolving. The focus in New
Hampshire housing markets will shift from accommodagrowth to accommodating change.
This change is characterized by less growth overaite senior households, fewer young
households, strained first-time buyers, and chanlginding standards. This qualitative
assessment has three major findings:

1. Home ownership demand is declining, due to the poonomy as well as difficulties in
obtaining financing.

2. The existing supply of housing in New Hampshiraas well matched to changing
demand.

3. There are difficult challenges in creating a maaahced housing market in New
Hampshire.

The research results showed several recurring thameng the focus groups. That is, mortgage
bankers and brokers (for example), expressed miattye @ame concerns as did regional
planners or real estate professionals. The maokdtdusing is changing. Most notably, the
pressure of suburbanization and movement away tntb@an areas seems to be diminishing,
which may create an imbalance in the housing maR&gardless, the qualitative assessment
provides important insights into the barriers toetimegy the emerging preferences in the housing
market.

The focus group qualitative analysis suggests aasiness and dissatisfaction with the current
New Hampshire housing environment on the partlakapondents. The most fundamental point
is that all participants appear to agree that tipply and demand for housing is mismatched,
though respondents have different perspectives a$y the current housing market is out of
balance. All seem to agree that the growth modetdbving housing issues (i.e. an expansion in
units, etc.) is unlikely to be successful, at leashe short term. And though each group of
respondents has a different perspective on theeaafutbe supply and demand mismatch, each
has a unique perspective about the potential solsitincluding the potential role of the New
Hampshire Housing Finance Authority (NHHFA).

Demand abating

First, the respondents felt that there was a gédeddine in demand for housing as a result of a
variety of factors, most notably a lack of liquidéand financial capacity. A lack of liquidity
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among baby-boomers may be keeping them in housgs inan they need or want. On the other
end of the age spectrum, New Hampshire’s youngédtmids are burdened by high levels of
student debt and mediocre wage growth, which migamsnore difficult to save and qualify for
loans. Lending standards are also more rigoromsilllyj recent momentum in demand may have
been blunted by rises in prices and interest iatdse past several months.

This decline in demand was patrticularly true ini@re rural parts of the state and communities
that were more than two towns away from major panmtion networks. Real estate agents, in
particular, noted significant differences geograplty. Moreover, growth in low-wage service
jobs and housing costs are described as creaginovang affordability problem, particularly
north of Concord.

In the 1970s, 1980s, and 1990s, housing demandinivesn by the Baby Boomers moving to
New Hampshire. As that generation has aged, itsihgypreferences have changed (although
there is a strong desire to age in place). More@alts between the ages of 18 and 34 (the so-
called “millennial” generation) may have differgoreferences for housing. The changing nature
of demand leads to a whole set of questions albmugihg rehabilitation, new construction and
competition for the same type of housing produtiveen the aging boomers and younger
millennials.

A supply mismatch

Slower population growth and declining school eimnehts, combined with seniors downsizing
to one-level living, mean that large houses in Ngampshire may fall out of favor, while

smaller houses are in short supply. Location pesfes for the labor force is to be closer to work,
resulting in residential properties close to majghways that are in great demand. This cannot
be said for the more rural areas of New Hampshingl. there is a danger that declining
population in these areas will lead to declininggarty values and continued out-migration.

While foreclosures and delinquencies have declinedcent months, over 20,000 foreclosed
homes were introduced into the market in the lixsyesars, which will soften the housing sales
market and result in weak new home constructioviactSales activity remains below the peak
in 2006, and this lack of churn could mean restitt on housing choice.

First-time home buyers and the near-retirementgeppear to be competing for the same type
of house, but for different reasons. An affordaialech or cape would offer an attractive first
time home buying opportunity, while “Baby Boomess® looking for one-level living in a
smaller space. Both groups face challenges fuldjlthis preference, irrespective of the short
supply of this housing type. Younger buyers ardlehged by financial regulation as it affects
affordability, while near retirement households ntegk the liquidity they desire in their
mortgage, and so cannot move.

The nature of housing demand (and therefore nesalgaly) has changed fundamentally, and
each focus group raised the questions as to whiettercommunities have understood how
their continued “well-being” is dependent on thaitability of affordable housing. Towns
appear to have a vision for their own community arunicipalities use the planning board and
the zoning boards to implement their vision. Ak flocus groups question whether local
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government officials understand how the New Hanmpshousing market is changing, and
whether local planning has evolved to reflect thanging demographic pressures now occurring
in the Granite State. These visions likely varycbynmunity, depending upon whether the
community prizes “rural character” over other cloéeastics, like economic development.

According to respondents, a community’s abilitgteate a more balanced match between
supply and demand is a function of the lack ofifiéity of the local regulatory structure. Fiscal
pressures on municipalities limit infrastructurgpamsion, which in turn constrains the range of
new housing construction. Moreover, according taynaspondents, local regulation continues
to hamper the development of a more adaptable hgusventory and perpetuates an adversarial
planning board environment. This can be exacerhatadtal communities, which often lack
professional guidance, resulting in regulatoryftiaeinally, there is not much assistance
available for housing rehabilitation.

Potential solutions to facilitate a more balanced h ousing market

The findings from this study suggest that emergireferences create a mismatch between the
supply and the demand for housing (where demarsisxas well as relatively low levels of
demand due to affordability. As a result, the iroglions of the analysis of the market are that a
successful strategy that encourages homeownersghifgwncrease the likelihood of the
transformation of existing housing stock to refleetv demand.

What do these regulatory efforts look like, accogdio respondents? Many of the respondents
have said that the regulatory environment for hayiss overly focused on controlling growth
(which has subsided greatly) without sufficientds®n supporting flexible housing solutions.

Creating a fertile environment for rehabilitatiohexisting stock could be an important part of
the solution as well. Mill rehabilitation and comsi®n to housing is attractive because it offers
one floor living, smaller and, arguably, more a#itt units and desirable in-town living.
Moreover, towns may want to encourage the conversisingle family homes to multi-
household occupancy such as (in-law) apartmentspdmusing, and multi-generational options
which are often restricted by zoning ordinancesafeariety of reasons. Promoting housing
rehabilitation, however, does not solve the affoility problem. Housing rehabilitation is often
more expensive than new construction.

There is the potential for adopting new developnagpiroaches using market incentives, but it is
unclear whether subsidies or other incentives garpjstart a market solution. According to
respondents, Florida-style housing developmenBeniford have been very successful because
they offer one story living with a small plot ohid for gardens. Manufactured housing could be
a potential solution to senior housing needs, dk $apporting these changes as a means of
encouraging movement in the housing market wouddire a complex set of policy decisions on
property tax exemptions, land use requirementszanthg ordinances.

Research on housing preferences

In order to put this qualitative assessment ofgregfces into context, the Center also examined a
recent national housing preference study, as sdiloaising research conducted by the Granite
State Future group, coordinated by the state’©regiplanning commissions. This literature
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suggests that the combination of demand preferandbe Millennials and the Baby Boomers
will result in ‘de-suburbanization’ — movement taws more urban areas, walkable
communities, and easier transportation.

New Hampshire Studies

As a part of the Granite State Future effort, #gianal planning commissions engaged the
University of New Hampshire Survey Center to corigduphone survey of New Hampshire
residents covering a wide range of topics, fromgpmrtation to community vitality to housing.
The following is a summary of the research asléttes to housing preferences.

Residents view safe and affordable housing ashihe ithost important priority for investing
public dollars. The development of single-familyusing and assisted-living facilities were
particularly favorable to residents while developmingf manufactured housing and apartments
were the least favorable.

Figure 1: What type of housing should be developed?

What kinds of housing should your town encourage? Check all that apply
(96)

Single Family Detached Housing

Assisted Living Facilities

Housing For Adults Over 55

Clusters of Single Family Homes

Accessory Apartments

Housing in Areas with Business/Residential Mix

Townhouses

| 78%

| 74%

| 66%

| 62%

| 60%

| 53%

|51%

|47%

Attached Homes (Duplex/Triplex)

Apartment Buildings | 42%

Manufactured Housing | 36%

No Opinion [] 2%

When asked whether they would prefer to live imals house but have a short commute to
work or a large home with a longer commute, a ni@¢b3 percent) said they would prefer the
small home and short commute and 44 percent waelémpthe large home and long commute,
while 3 percent did not know.

! Full report available at: http://granitestatefetorg/files/1413/8023/1024/RPC_Statewide_Report AEINdf
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Figure 2: Home Size and Commuting Preferences

Large home with long commute or small home with short commute? (q7a)
100%

90% -
80% -
70% 1

0/
60% 53%
50% 1 44%
40% 1
30% -
20% -

0/
10% 3%

0% -
Small home/short commute Large home/long commute Don't know

Meanwhile, a majority of residents (56 percent) ldqarefer to live in a strictly residential
neighborhood while 42 percent would prefer a misesidential/commercial neighborhood, and
1 percent did not know.

Figure 3: Type of Neighborhood Preference

Mixed Neighborhood with Stores or Residential Only Neighborhood? (q7b)

100%

90% -
80% -
70% -
60% - 56%
20% 1 42%
40% -
30% -
20% -

10% -
1%

0% - ‘
Residences & Businesses Residential Neighborhood Don't know
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National Survey of Housing Preferences

National analysis of housing preference suggeststiiese tendencies are likely to accelerate as
underlying population demographic changes playloutlarch 2013, the Urban Land Institute
releasedmericans’ Views on their Communities, Housing, @rghsportatioR, a national

survey of 1,202 adults. The survey looked at redpots’ housing preferences, and attempted to
tease out the differing interests that could b@anted for by differing demand in communities,
transportation needs, age, and other variablegeneral, the survey found that there is an appeal
for home ownership, with two-thirds of the respamdesaying they live in a detached single
family home. And seven in ten believe that buyirttpane is a good investment, despite the
recent price declines associated with the Greag$ssan.

The survey also uncovered important differenceséen generatiofisn their housing and
community preferences. Generation Y members (aiswhk as Millennials; young adults ages
18 to 34) show a strong preference for mixed-usensonities and housing that fits with an
urban and apartment living lifestyle. Millennialent walkable communities and use public
transportation more than any other group. Generafimembers — largely married and child
rearing adults ages 35 to 47 — are much less stegtén mixed use communities and mass
transit. They are also the group most interestedawing into or remaining in single family
detached homes. Baby Boomers —the generation ndw @ years old — are looking for smaller
homes and shorter commutes (most still work). Ay tbase into retirement, boomers are the
generation most interested in living close to &pand not so close to their neighbors.

Other recent national studies have shown thatdlsihg preferences are changing for many
groups. Recent research from the National Associalf Realtors shows that tightened credit
conditions nationally indicate that married coudes a higher share of current home buyers
with higher income, while the share of single bsyend first time buyers is declinifigAn
analysis by the Census Bureau showed that the shgoeing adults living with their parents
increased in 2012, a trend confirmed in a sepatatly by the Pew Research Cenriteknother
study using data for the Los Angeles rental mankétd that “economic uncertainty combined
with demographic trends has significantly sloweddehold formation, as would be first-time
homebuyers struggle with higher-than-average uneynpent, suppressed income growth and
exploding levels of student def5t.”

Study method

To increase the understanding of the various tamssciated with housing, necessitated
pursuing more detailed information than would hagen possible to gather with a phone or
mail survey. The analysis was most interestedenréispondents’ feelings, insights and
perceptions regarding the current housing markblew Hampshire, and how that market might
change in the future. It was also important tocsioli wide variety of opinions about housing in

2 http://www.uli.org/wp-content/uploads/ULI-Documekfserica-in-2013-Final-Report.pdf

3 According the ULI study Generation Y (Millenniaf)embers were born in the years 1979 to 1995. @#arrX
was born between the years 1966 to 1978. Baby Booinclude the generation born between the yests and
1965.

* http://economistsoutlook.blogs.realtor.org/20131Bicharacteristics-of-home-buyers/

® http://online.wsj.com/news/articles/SB10001424 127824906304579039313087064716

& “A New Age for the Single-Family Rental Market2013 CoreLogic, Inc.
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New Hampshire. Simply put, focus groups are a predealternative to a survey in that they
allow for a broader, more detailed discussion efiisues at hand.

A survey approach is more suitable when the rebeaadready knows some of the answers to
the pertinent questions, and can design a sungtsument that measures the frequency of
responses in a quantitative way. Given the compl@tihousing issues in New Hampshire, and
that key issues had not been previously definealihir a qualitative approach, a focus group
analysis yields more useful data, insights andhisl perspectives of people close to the issue.

Finally, a survey approach would have been muchernostly, with no guarantee of better
results. In order to be statistically valid, samgilees in most surveys should include several
hundred respondents. Response rates, which if éamcompromise the survey results, are not a
factor in focus group based research. And imprgpiebigned survey questions could be
misinterpreted by the respondents, creating migtgadnexplainable or inconsistent results.

The housing preference study was accomplished ghréacus group research with industry
experts throughout September and October of 20d@1d-groups covered the following areas:

* Homebuilders

» Mortgage Bankers and other Lenders
* Realtors

* Regional Planning Commissions

* Senior Housing Experts

» Workforce Housing Advocates

* Young Professionals

Focus group sessions were scheduled for two haets @llowing each participant enough time
to feel comfortable talking about the topic in firesence of others. A list of participants in each
group is included in the Appendix. Each group wiaema list of questions intended to prompt
open discussion of housing preferences. Copidsedtigt of questions provided to each work
group are also included in the Appendix to thisorép
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Focus group summaries
The following are summary results by group intemad. This is an attempt to summarize the

opinions of each group and does not necessarihgsept the opinions of the New Hampshire
Center for Public Policy Studies or NHHFA.

Homebuilders

Financing is a barrier to entry for first-time buyers.

In New Hampshire, starter homes priced at abou® 0D are still not selling because
first time home buyers have difficulty getting fir@ng for the purchase. Potential buyers
often cannot qualify because of a credit blemigtis Tould include high student debt, or
other debts which can push a potential buyer dwedebt-to-income limits required for
new loans. In other cases, first time buyers caaffotd a 20 percent down payment now
required by most lenders. Difficulties in gettingtential buyers into the ownership
market, in turn, results in increased rents andireg rental vacancies.

Municipal land restrictions and impact fees can resict new development.

Not surprisingly, homebuilders feel hostility teetland use restrictions that exist in many
local communities. According to the homebuilderghi@a focus group, issues for
affordable housing include the availability of lamccessive regulations, impact fees, the
time to get approvals and the allowed density.éx@ample, the impact of regulations and
impact fees (for school and sewer) raises theafdstilding to unaffordable levels. One
member of the focus group said that impact feeseaas high as $12,000 per
development in some towns.

Relationship between homebuilders and NHHFA need®tbe improved.

The panelists suggested that NHHFA should incréssawareness of its programs in
order to get first-time buyers into their progrdtnwvould be advisable for NHHFA to
have a program that encourages current rentersrobg@se their unit. The focus group
saw a need for stronger first-time buyer incentié@smmunities need to be open to a
wider range of builders and investors. There néed® a better relationship between
builders and NHHFA, including a broader outreach.

Mortgage bankers and brokers

Foreclosures are still weighing down the real estatmarket.

There are 20,000 foreclosed New Hampshire housiitg in the housing supply pipeline
— homes that were lost to mortgage delinquenclienGreat Recession. Lots of formerly
distressed homes are in such bad shape that thegtdmalify as collateral; this also
limits the first-time home buyer market.

Recent changes in mortgage-lending standards coudtow the loan market.

Mortgage bankers are very concerned about chandgesderal legislation effective
January 10, 2014. The Ability to Repay and Qualifitortgage Standards (QM) issued
by the Consumer Financial Protection Bureau (CRMB)ncrease the regulatory burden
and slow mortgage issuance, according to the mselihere are eight specific QM
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guidelines on consumer requirements for the moedean. Mortgage bankers,
especially at small bank lending departments, ddawve the resources for QM, and fear
that the regulations will remove their flexibility make a home loan. CFPB causes
lenders to think more about compliance than lendaighing mortgage bankers toward
being less likely to take a chance on a good Ibahis borderline. In addition this
increased need for documentation means buyersasaytiack of loan requirements.

The market remains difficult for people with fewer assets or looking for lower

priced homes.

Mortgage bankers noted that under QM regulatidresrisk associated with loans
(delinquency/default) will be born by the lendethibse loans were made with a debt —to-
income ratio of over 43 percent. An applicant calgdbault on a loan, come back in three
years, and say that the lender should never hgu®wgd the loan. This essentially
means that the lender is responsible if the apmiicannot make their mortgage
payments in the first three years of the loan. 8qbently, loans will probably not be
made to those applicants. The panelists believélbdirst time home buyer market will
be slowed by QM and other caps on lending, siniseiglthe group with the least amount
of financial resources. The Consumer Protectiotugia are actually hurting in terms of
qualifying standards and increased fees.

Low income households will be hurt more than othegroups.

All of these additional lending requirements angutations may have Community
Reinvestment Act implications — it may look liketooriginators are “redlining”
neighborhoods, when in fact the lenders are tightelending in response to QM
standards. Therefore the low to moderate incomeiers will see a greater impact
from QM. QM may also drive more home buyers toNiHHFA programs, because
NHHFA has flexible loan programs that are desigioedhose borrowers

Employers may also balk at new requirements.

Verification of employment will be needed for nemahs, but some employers may not
fully comply with this requirement. The panelistsed that some employers are reluctant
to hire, because they do not want to layoff pedgbeisiness turns sour. In these cases
when mortgage writers contact an applicant’s engrloy verify employment and wages,
these employers will not verify on the employerifieation form (for mortgage) that
overtime (or annual bonus) is guaranteed. In thases overtime income cannot count in
the debt to income ratio on the mortgage applioatio

Realtors

Location dictates the strength of the local marketswith access to major
transportation corridors (Route 3, 1-93, 1-89) a maor lure for buyers.

From Nashua to Peterborough to Bedford it is @selmarket. Realtors are occasionally
seeing multiple offers, but after the first or sed¢dier away from Route 3, the activity
and attractiveness of the market falls off quickigicating buyers are very particular in
their interests. The hottest housing markets amegathe highways (1-93, Everett
Turnpike, and I-89 making an easy commute betwesrc@d and Manchester to
Hanover), but go a few towns away and the markahgbs dramatically. Realtors noted
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a big difference between Bedford and Amherst, asxample. Towns in the Monadnock
region (Hancock as an example), and towns moretthariowns away from the
highways see very little sales activity and dealijnproperty values. There are very few
first-time buyers in the North Country due to liedtincomes in that population. Realtors
expressed a concern that the cycle of declininggnty values and increasing taxes will
result in a community death spiral.

» “Upsizing” is much less common than in the past.
Buyers are much more educated than ever beford phbioa points, tax rates, etc. That
means that an over-priced house cannot be soldsmriarket (so no more “market
testing”), while a house that may be underpricedesorery quickly. Moreover, those
interested in upsizing (also known as the move-apkat) are more much limited in size
than in the past, as a result of a weak equitytiposi-many potential move-up people
cannot sell their existing home at an attractivegor

» Both ends of the market (first-time buyers and dowsizing boomers) are struggling,
though they appear to be looking for similar typesf housing.
First time buyers as well as those consideringenetent are challenged in this
marketplace. Affordability is a problem for firstrte buyers, because they are not getting
good jobs and have high student debt. At the samerealtors have problems in selling
to the over 55 market, because the Baby Boomers loav equity, and cannot downsize.
It appears that both first-time buyers and booraeganterested in the same product—
smaller ranches and capes — but for different reag0lder households are downsizing to
ranches and small capes popular with the 55+ ogenithof the market. Single level
living is attractive, even for people who do novéids, and ranches are in the correct
price range. Younger households are attractednithess and capes because they are
smaller and more affordable.

» Affordable housing faces challenges from restrictie local ordinances.
Planning boards are still scared of over develogm@&own officials still see family
housing as adding to the cost of town serviceglamning board approvals for over age
55 housing are probably done in 6 months, versyesaBs for family housing. Town
officials are reluctant to change local ordinanicesrder to accept workforce housing
with children in their municipality, despite thecemtly enacted state statute on workforce
housing’ Impact fees and planning board conditions reqgiiirirastructure
improvement payments are being increased in sonmécipalities.

» Creative local solutions are seldom pursued.
The panelists cited a type of “hyper-localism” neir communities, which eschews
regional approaches to housing solutions, and stesidential and commercial
development. For example, in the Mt. Washingtoneyalhere is a fear of building too
much “cheap” workforce housing. At the same tinen@ay and Jackson have seen
declining school age populations, and are compdtingtudents. One panel member

" In 2008, the New Hampshire Legislature passesvaHat requires every community to provide "reastmand
realistic opportunities" for the development of Wiorce housing. http://www.nhhfa.org/housing-datarkforce-
housing-law.cfm
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noted that some in planning know about the chandergographics of New Hampshire,
but still do not care. Still towns like Amherstoi@vay and Lebanon are looking
seriously at allowing accessory apartments in exstingle family 4 bedroom homes,
which would help meet the demand for affordablestiogt

Regional Planning Commissions

» Workforce housing is not a priority for many communities.
Public perception is that workforce housing neewlosa problem, even among those
who are overpaying for housing. Surveys done byelg@nal planning commissions in
Nashua, Concord and other municipalities indiché¢ the general population ranks the
need for housing fairly low — quality of life anchanities rank higher as concerns in the
general population. If communities have an ofatgyulation, the residents cannot see
the need to build additional workforce housing.nRiag board members already have
houses and usually number among the oldest residéattown, so they do not see the
need for additional construction. As one town pkameportedly said: “If we don't build
anything, then nothing will change.”

» Multi-family housing is seen as a potential burderon property taxes.
Town planners are still concerned about multi-fgraihd workforce housing, and the
potential burden that such housing will place aoperty taxes and schools. Local
officials are aware of the existing workforce hagsstatute, but have trouble
understanding it. A small number of people whorareeducated on housing issues can
stand in the way of development that most peophtraccept.

» Local approval process for new development can bealaersarial.
Planning boards are frightened of approving a bagept, because that one bad project
becomes “Bill Smith’s boondoggle” and lives on ai@l Smith has left the planning
board. At the same time a developer can spendraapela half to plan a development,
but then that developer expects a decision frotam@nmg board within 60 days. These
misunderstandings create an adversarial relatipristiveen the development
community and planning boards. The developmentga®eshould be give and take, but
the current system of approvals, including the tomgeting process for approving new
projects, is too adversarial.

* Municipalities lack the capacity to pursue creativesolutions
Some towns are starting to realize that their cliidand grandchildren cannot move back
into the community because they cannot find a pladee. There is a fear that the
seniors will not vacate their existing houses,gmdple also fear “opening the flood
gates” to new development. Even towns that wang\igse their planning process often
times cannot afford the technical assistance netdigdprove local planning. Regional
planning commissions probably have that technissistance, but they have to be asked
— planning commissions cannot “force” assistanc&dhe towns.

Senior Housing Experts

» “Aging in place” is a priority for older population s.
Seniors are the fastest growing demographic gnoatNew Hampshire. They have a
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strong preference for “aging in place” — with véow rates of mobility. Even when
seniors move they tend to stay in the same sta¢®, the same community. There is a
desire for one level living among elders. This defor ease of access may also have
implication for existing senior communities alredalylt in New Hampshire. Most 55+
communities are in rural areas, so transportatitirfoe a developing problem in senior
housing.

Drop in home values has resulted in significant reaction in equity for seniors.
Affordability is the first and most important codsration in both housing and long term
care for seniors. Falling housing values have deg@leealth of seniors. Many elders that
thought they had sufficient financial resourceteradelling their house, find those
resources depleted and have to go on Medicaidpfidtdem is exacerbated by longevity
— people are living longer than their assets cdd dot. Many seniors will not

voluntarily go to a nursing home or hospital — heerewhen 911 is called, and senior is
brought to a hospital then the choice is made byhtispital. People move to assisted
living, which drains their savings, and when thega more services they are placed into
a nursing home, which takes whatever is left. Farelmesources needed to go into a
nursing home are high, so panelists noted thabseare defaulting to home based
assisted living (because it is cheaper). Formasi@skliving is not a solution for

everyone because of the high costs (assisted loosts about $50K a year; a nursing
home about $80K plus a year). Within assisted ¢jvonce someone surpasses a standard
of health that individual must go to a nursing hoared then once that funding is
exhausted the elder goes on Medicaid. Therefoea,ahks of Medicaid patients are
rising.

Housing options for seniors are becoming more divee.

The panelists noted that housing solutions forwerare becoming more creative and
diverse. Some noted that they are even startisgeoyounger people buying homes and
subdividing lots for older Alzheimer’s parent/graagdent to live on the same property.
Multiple ownership housing for elders may offeradusion to housing problems for older
residents. Co-housing is an arrangement under vehgroup of individuals live in the
same structure, and usually includes joint ownersine panelist noted that co-housing
has been successful elsewhere in the United Statefelt modifications to some zoning
ordinances in New Hampshire might be necessarys@hee panelist noted that co-
housing would be difficult to finance. There arengoexamples of co-ops in New
Hampshire, but very few.

Mobile home parks were mentioned as an affordapii® for seniors. Mobile homes
are generally less expensive, and such housing ewan include a mobile home rental
program. NHHFA explored a mobile home financingduct at one point, but several
factors prevented implementation of the program.

Workforce Housing

Workforce housing is in great demand, despite falfig interest rates and housing
prices.

Workforce housing advocates see a continuing inmoalén local housing markets, in
nearly every region of New Hampshire. Young pe@péesqueezed out of home
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ownership by lack of homes and also credit requares(hard to get under the 43% debt
to income ratio, as mentioned by the mortgage bahkEven two income families
struggle. Housing problems are made worse by & tagital market and rising rents that
jeopardize affordability. The panelists noted thatising prices and interest rates have
fallen in the last few years. Housing should beeraffordable, based on looking at
falling prices and current median income, but narg potential home owner is at the
median and can meet the financial qualificatiomshfume ownership. Even though
apartment rents are $900 to $1,000 a month wittiesi home ownership is still out of
reach for most workers (only two incomes can bhpase). As a result, people move
further away from their work to find affordable hsdog, giving up space or other
amenities in order to find someplace to live tisaffordable.

» The impediments to workforce housing are multiplezoning requirements, lack of
planning infrastructure, and popular skepticism.
The major impediments to increasing the supply ofidorce housing are zoning
requirements, lack of planning infrastructure, argenerally skeptical attitude towards
workforce housing within the regulatory arena. Weogkforce housing situation is made
worse by local zoning ordinances that have not ape with the times. The local
planning process is driven by fear of unintendeasequences, no collective decision
making, and not enough resources in local plan(and regional planning). People are
worried about ruining what is “special” about tlogvh. And the need for regional
planning goes against the grain of local contretduse communities see change as
being local.
Another major impediment to development of add#éilonorkforce housing is the
environmental-conservation bias in local regulaiggncies. Too many New Hampshire
communities still require 5-acre minimum housintgJdelieving that such requirements
will preserve the rural character of the commurlityfact, large lot requirements
consume a lot of land, and increase sprawl, adwirige cost of local community
services.

* Rehabilitation of older housing stock is a major chllenge.
There are still many challenges to building affdriéavorkforce housing in New
Hampshire. For example, government housing progsaras as Fannie Mae and Freddie
Mac favor acquisition of newer homes, rather thecoenmodating acquisition and
rehabilitation of older homes. Rehabilitation ofstixg housing stock is a real challenge
because housing rehabilitation in many cases istmedper than building new housing
(so existing stock sits idle and vacant). Rehatibh of former mill buildings could be
attractive to retiring Baby Boomers because sualsing offers one floor living, which is
in demand from the 55 to 70 year old crowd.

* Even where communities sense a problem, lack of kmtedge is a barrier to smart
planning.
Towns are more aware of their obligations in lighthe state statute regarding
workforce housing. Town planning employees repgrtma planning board many times
do not want to stick their necks out with a plamgniacommendation.
School enroliment is declining in many New Hampshawns, but most New Hampshire
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town planning officials are so concerned with Igsihe town’s “rural character” that
they are reluctant to modify local ordinances. Riag boards do not want to make
exceptions to existing regulations for just oneifess, and it is difficult for planning
boards to see the broader picture. Some commuaitgeeginning to see that they need
young people for economic development and to kebpds viable. Part of the problem
is that small towns may see that they have a pnodbeit they do not “know how to grow
well” because they lack the planning skills to allm young families without losing rural
character. There is a shortage of skilled profesdidirection available in small
communities. Most towns do not have a planning depnt or planning director.
Municipals want to make changes that will work éeeryone, but lack the sophisticated
planning skills to do that (no shared vision).

Young Professionals

Young professionals have diverse and non-traditionattitudes about housing.
Young professionals are the group that New Hamgshwost wants to attract and retain,
but the available evidence suggests that this gioopre likely to migrate out of New
Hampshire than any other group.
Young professionals have very diverse and nonitoawdil approaches to housing, and
they pursue several housing options including:

o Owning a home, but leasing out a bedroom to coestscof home ownership.

0 Living with parents.

o Commuting long distances in order to hold on tadsdtousing options.

o0 Investing in a home, fixing it up with an eye to@aither leasing it and moving

up or selling it (flipping).

o Renting with another couple, or otherwise “doublingj.
In addition, this group is less likely than anyetho see housing as an investment
(probably as a result of declining home prices seehe last few years). The group
expressed a general wariness about commitmentne loavnership, given the declines
in housing prices during the Great Recession. Amomtheme among the group was the
worry of buying “too much house” for their needsgdaa preference for renting over
home ownership.
Young professionals on the panel showed a preferimaural living arrangements, but
they are also concerned that this choice is limiechuse good jobs are scarce in much
of rural New Hampshire. At the same time, this graialso worried about losing the
character of place (i.e. too much growth in rurakas).

Barriers to entry into the housing market remain cansiderable.

For this group, their permanent relationships apeentikely to form later in their lives
than was true for the boomers. So it is likely tinir housing preference will shift later
in life, as well. In general, until the individulads settled into a permanent pattern, the
need/ability to own a home is not strong among gouofessionals.

It is well documented elsewhere that this genematerries high levels of student debt.
According to the research, 75% of New Hampshiréegel graduates carry some kind of
student debt; with an average of $32,900, whighashighest level in the country.
Student debt is not only seen by this group asuaihg barrier (which restricts access to
home financing because of high debt to income sabat also as a relationship barrier.
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One group member put the problem this way: “Deally want to settle down with a
partner who carries $50K in student debt, and tiaaedebt become mine?”

* Young people have concerns about community and haag services.
Young professionals are concerned about commurtiggg back on local services and
school quality. One panel member noted that whée/Mampshire wants to attract and
retain young, educated individuals, at the same tonal governments are cutting
funding to elementary and secondary educationnaaddng it difficult to find affordable
housing in those communities. Proximity to servijgesluding those provided by a
parent can be important to this group. When askaulg professionals suggested that
the NHHFA offer more educational or financial atsise for acquisition of small (2 to 4
unit) multi-family properties. Young professionalse a need to educate the public about
the value of workforce housing. They also see @ mneeducate individuals in their own
age group on housing and personal finance (“Myffgedon’t know or understand this
stuff”).
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Appendix A — Focus Group Members and Questionnaires

Table 1: Housing Preferences Focus Group Members

Home Builders

De Desharais

Ashwood Development Co.

Home Builders Bob Colgate Monadnock Log Home Services
Home Builders Dick Anagnost The Anagnost Companies

Home Builders John Stabile Il The Stabile Companies

Mortgage Bankers Steve Bauer MBBA-NH

Mortgage Bankers Gladys A. White Residential Mortgage Services (RMS)
Mortgage Bankers Mark McCauley Regency Mortgage

Mortgage Bankers

Evelyn Whelton

Northway Bank

Mortgage Bankers

Gina McCulloch

Merrimack Mortgage

Mortgage Bankers Mike Mulhern Service Credit Union
Mortgage Bankers Mary Sullivan St. Mary's Bank
Mortgage Bankers Peter Thompson Bank of NH
Realtors Dick Badger Badger Realty
Realtors Richard Burbine Bean

Realtors Laura Hallahan Tall Pines

Realtors Dave Hennessey Commercial Broker
Realtors Lynne LaBombard Housing Solutions
Realtors Jaynee Middlemiss Commercial Broker
Realtors Nancy Thompson Masilleo

Regional Planning Commissions

Gerald Coogan

Lakes Region PC

Regional Planning Commissions |Jillian Harris Southern NH PC
Regional Planning Commissions |Jack Munn Southern NH PC
Regional Planning Commissions |Matt Sullivan Strafford Reg PC
Regional Planning Commissions |Shayna Sylvia Strafford Reg PC
Regional Planning Commissions [Tara Germond Southwest RPC
Regional Planning Commissions |Matt Monahan Central NH RPC
Regional Planning Commissions |Courtney Croteau Central NH RPC
Regional Planning Commissions |Kerrie Diers Nashua RPC
Regional Planning Commissions |Jen Czysz Nashua RPC
Regional Planning Commissions |Glenn Greenwood Rockingham PC
Regional Planning Commissions |Mike McCrory Upper Valley Lake Sunapee RPC

Senior Housing

Arlene Burns

Senior Citizen

Senior Housing Claira Monier AARP
Senior Housing Sherri Harden AARP
Senior Housing Joan Schulze SCOA
Senior Housing Jane Rothwell Procare Home Health Services
Senior Housing Kelly Clark AARP

Senior Housing

Meghan Brady

St. Joseph Community Services

Workforce Housing

Donna Young

Eastern Lakes Region Housing Coalition

Workforce Housing

Theresa Kennett

Mount Washington Valley Housing Coalition

Workforce Housing

Anne Duncan Cooley

Upper Valley Housing Coalition

Workforce Housing

Ashlee Iber

Workforce Housing Coalition of the Greater Seacoast

Workforce Housing

Susy Thielen

Heading for Home (Keene)

Young Professionals

Griffin LaFleur

SilverTech, Inc.

Young Professionals

Alyssa Buckley

Nearby Registry

Young Professionals

Mike Burrierer

Autodesk, Inc.

Young Professionals

Kate Luczko

Stay, Work, Play

Young Professionals Courtney Croteau Central Regional Planning Comm
Young Professionals Amy Currie CDFA
Young Professionals Anna Moskov NHPR

Young Professionals

Mike Turcotte

Turn Cycle Solutions
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Homebuilder Questions/Issues

How would you characterize the current market wn
Single family units
Condominiums
Rental units
What market segments are strongest now?
First time buyers
Move up buyers
Boomers downsizing
Which of the following are most critical issues f@w housing production?
Local and state regulations
Qualifying buyers/mortgage money availability
Interest rates
Availability of land/lots
Material prices
Land prices
What are your major concerns regarding new housiaguction
Now
Looking ahead 5 years or so

Do you participate in any NHHFA programs for hogsproduction?

If so, which ones and how would you rate the progrén terms of ease of use and

effectiveness

If not, why not

Are you targeting product to the age 55+/boomerketaaind if so how are you doing with it?

Are you targeting product to first time/young prsdenal buyers...why or why not and what is

the market response.

What do you see as the major impediments to a batehousing market over the next five

years?
How can NHHFA best help achieve a balanced manket the next five years
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Realtor Questions/Issues

How would you characterize the current market wn
Single family units
Condominiums
Rental units
What are your major concerns regarding the cultensing market
Now
Looking ahead 5 years or so
What market segments are strongest now?
First time buyers
Move up buyers
Boomers downsizing
Which of the following are most critical issuestie current housing market?
Housing affordability for first time and move upyers
Qualifying buyers/mortgage money availability
Appraisal standards
Interest rates
Availability of land/lots
Housing supply...for first time buyers...for move ufts,boomers
Do you participate in any NHHFA programs for howsatfordability?

If so, which ones and how would you rate the progrén terms of ease of use and

effectiveness
If not, why not
What do you see as the major issues in the agdd6rer market?

What do you see as the major issues in the firs¢ buyer market?

What do you see as the major impediments to a batehousing market over the next five

years?

How can NHHFA best help achieve a balanced manket the next five years
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Mortgage Banker Questions/Issues

How would you characterize the current market wn
Single family units
Condominiums
Rental units
What are your major concerns regarding the cultensing market
Now
Looking ahead 5 years or so
What do you see as the major issues in the firs¢ buyer market?
What do you see as the major issues in the agdddrmer market?
What market segments are strongest now?
First time buyers
Move up buyers
Boomers downsizing
Which of the following are most critical issuestie current housing market?
Qualifying buyers/mortgage money availability
Federal/State/Local Regulations
Housing affordability for first time and move upyers
Appraisal standards
Interest rates
Availability of land/lots
Housing supply...for first time buyers...for move ufs, boomers
Do you participate in any NHHFA programs for howsatfordability?

If so, which ones and how would you rate the progran terms of ease of use and

effectiveness

If not, why not

What do you see as the major impediments to a batehousing market over the next five

years?
How can NHHFA best help achieve a balanced manket the next five years
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Workforce Housing Questions/Issues

What do you see as the major issues in the Workfalmusing rental market?
What do you see as the major issues in the Workfeimusing ownership market?
What is your sense of the local political climatel dousiness sector support for workforce
housing
Is the concept of workforce housing clearly undsodtin your area
What is the impact of the state workforce houstaguses?
Which of the following are most critical issuestire current workforce housing market?
Federal/State/Local Regulations
Quality bread-winner jobs
Perceived economic/school impact
Availability of land/lots
Qualifying buyers/mortgage money availability
Housing affordability for first time and move upyers
Appraisal standards
Interest rates
Housing supply...for first time buyers...for move ufts,boomers
Do you participate in any NHHFA programs for howsatfordability?
If so, which ones and how would you rate the progrén terms of ease of use and
effectiveness
If not, why not
What do you see as the major impediments to a batworkforce housing market over the
next five years?

How can NHHFA best help achieve a balanced workfonarket over the next five years
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Regional Planning Questions/Issues

New Hampshire regional planning commissions araired under RSA 36:47, 1l to compile
assessments of regional housing needs for persofamilies of all levels of incomeThe
purpose of the Regional Housing Needs Assessmémbissist municipalities in complying with
RSA 674:2, 11l (content of the housing sectionlu# tocal master plan) by providing an

assessment of the existing and future need irettiem for housing for all levels of income.

What do you see as the major issues in affordadsihg rental market?
What do you see as the major issues in the afftedadusing ownership market?
What is your sense of the local political climatel dusiness sector support for affordable
housing?
What is the current regulatory climate and issuesray your communities?
Which of the following are most critical issuestie current affordable housing market?
Federal/State/Local Regulations
Quality bread-winner jobs
Perceived economic/school impact
Availability of land/lots
Qualifying buyers/mortgage money availability
Housing affordability for first time and move upyers
Appraisal standards
Interest rates
Housing supply...for first time buyers...for move ufs, boomers
Do you participate in any NHHFA programs for howsatfordability?
If so, which ones and how would you rate the progran terms of ease of use and
effectiveness
If not, why not
What do you see as the major impediments to a bathaffordable housing market over the
next five years?

How can NHHFA best help achieve a balanced affdedatarket over the next five years
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How are you planning for the Analysis of Impedintetat Fair Housing Choice (Al) which asks
all HUD grantees to measure the primary determsenfituencing fair housing conditions,
including:
* improving integrated living patterns and overcomimgioric patterns of segregation;
* reducing racial and ethnic concentrations of pgyert
» reducing disparities by race, color, religion, daxpilial status, national origin, or
disability in access to community assets such asabn, transit access, and
employment, as well as exposure to environmenttih@azards and other stressors that
harm a person’s quality of life;

» responding to disproportionate housing needs biepted class?
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Senior Housing Questions/Issues

It is generally recognized that most seniors prefegemain in conventional housing....what are
the impediments to this in NH and how are they peiddressed?
What do you see as the major housing affordabgigyes for seniors going forward? (Owners
and then renters)
What is the current state of CCRC....occupancy, deimneawsts?
What are the emerging trends for (1) nursing hoare and for (2) assisted living?
What do you see as housing affordability issuesagpibrtunities for senior housing?
Are there distinct patterns in senior housing issar@und the state?
What do you see as the major issues in the SentbNaar Retirement Housing rental market?
What do you see as the major issues in the SentbNaar Retirement Housing ownership
market?
What is your sense of the local political climatel dusiness sector support for senior housing?
Which of the following are most critical issuestie current senior housing market?
Federal/State/Local Regulations
Care for senior parents/grandparents
Transportation access
Perceived economic impact
Availability of land/lots
Qualifying buyers/mortgage money availability
Housing affordability for buyers moving or adjusgito new housing needs.
Appraisal standards
Interest rates
Housing supply...for boomers
Do you patrticipate in any NHHFA programs for howsatfordability?
If so, which ones and how would you rate the progréan terms of ease of use and
effectiveness
If not, why not
What do you see as the major impediments to a batasenior housing market over the next
five years?

How can NHHFA best help achieve a balanced senawkeh over the next five years.
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Young Professional Housing Questions/Issues
What are the impediments to young professionalsniguyeir home this in NH and how are they

being addressed?
Young Professionals are less attracted to owrn@rshi
Young Professionals can’t afford ownership
Young Professionals can't find the type of houdimey want in the location they desire
What type of housing is most attractive to Youngf€ssionals and in what type of location?
Or do you think that renting is a better optiorthe current housing market?
What do you see as the major housing affordabggyes for young professionals going
forward? (Owners and then renters)
Are there distinct patterns in young professiormalding issues around the state?
What is your sense of the local political climatel dusiness sector support for first time home
buyer housing?
Which of the following are most critical issuestie current first time home buyer housing
market?
Federal/State/Local Regulations
Distance to work (transportation)
Schools and other quality of life issues for yotagilies
Availability of land/lots
Qualifying buyers/mortgage money availability
Housing affordability for buyers moving or adjugito new housing needs.
Appraisal standards
Interest rates
Housing supply...for the echo generation.
Do you participate in any NHHFA programs for howsatfordability?
If so, which ones and how would you rate the progran terms of ease of use and
effectiveness
If not, why not
What do you see as the major impediments to a bathyoung professional housing market
over the next five years?
How can NHHFA best help achieve a balanced manket the next five years?



