PART IV

HOUSING MARKET ANALYSIS


A.
GENERAL CHARACTERISTIC

Supply and Demand

According to the 2000 Census, 584,674 housing units were counted in Riverside County. An increase of 20.8% since 1990 was seen.  The following chart presents the housing distribution in Riverside County, based on the 2000 Census:
	CHART 17

HOUSING STOCK

	
	1990
	2000
	Percent Change

	Single Family Units
	313,302
	397,747
	26.9%

	Multiple Family Units
	 91,459
	103,066
	12.7%

	Mobile Homes
	79,086
	82,861
	4.8%

	TOTAL
	483,847
	584,674
	20.8%

	Source: 1990 and 2000 Census




This rate of growth in the number of household units has slowed in comparison to the previous decade.  Of the housing stock categories, mobile homes did not experience significant growth.

The average household size is increasing.  The average household size in the County rose from 2.85 persons per unit in 1990 to 3.0 in 2000 for owner occupied units and 2.96 % for renter occupied units which rose from 2.88 % in 1990.  

Housing Condition

As the County's housing ages, maintenance and repair become more critical.  If homes fall into disrepair, residents may be subject to unsafe and unhealthful living conditions.  If maintenance is ignored long enough, housing may become uninhabitable, reducing the total number of units available within the County.

A unit is considered unsound if it lacks one or more of the following:

1. Electrical Service

2. Plumbing Facilities

3. 
Heating, Cooling and Insulation

4. Kitchen or Bathroom Facilities

5. Maintenance (i.e. leaky roof, broken windows, etc.)

6. Adequate Sewerage

The County has many residences of considerable age that have been well maintained over the years.  Age, however, does not necessarily mean that housing is unsound.  Some older homes may fall into disrepair through neglect or financial constraints of the owner.  Minor repair problems tend to accumulate over time resulting in the need for extensive renovation.  The County has a significant number of homes that are becoming unsound. 

Home maintenance may become a particular problem under the following conditions:

1. When the dwelling is above the median county age

2. When the dwelling is originally of substandard construction

3. When the dwelling is a mobile home

4. When the dwelling is a rental unit

5. When the dwelling is occupied by elderly persons

6. When the owner and occupant is of low or moderate income

Renters have special difficulties in maintaining their dwellings.  For one, landlords may not compensate renters for maintenance costs and renters may not be inclined to donate labor and materials to home maintenance since they do not own the home.  Landlords on the other hand, may not be inclined to maintain their rental properties if they are able to keep their units rented at the desired amount without investing money in maintenance.  An additional maintenance consideration in Riverside County is that rental units have a higher median age than do owner occupied housing.

Home maintenance may present particular difficulties for the elderly.  Those who own their own home may have financial restrictions that do not allow them to properly maintain their homes.  Also, advanced age may leave them with physical limitations that prevent them from doing the repairs themselves.  In some cases, the homes themselves are older and have accumulated repair problems.

A portion of total demand for housing is attributed to replacement demand resulting from the removal of housing units from the existing stock.  This has not been considered a major problem throughout Riverside County.  

A unit is considered in need of replacement when the cost of repair exceeds 50% of the unit value. A unit is considered in need of rehabilitation when repair costs exceed $2,000; repairs below this amount are considered maintenance.  If units needing rehabilitation are not repaired, there is a risk that they may deteriorate to such a degree that they will no longer be habitable.  Homes between 30 and 40 years old are especially at risk since serious deterioration can be expected to occur if regular repair and maintenance have not been done.  These numbers imply a decrease in the supply of housing, unless new units are built at a rate that exceeds the rate of deterioration of existing units.  Maintaining older homes and ensuring that durable construction materials are used for new housing is, therefore, important in maintaining the supply of housing in the County.  

Mobile Homes

Mobile homes, because of different materials and construction technology, have in the past not been as durable as traditional stick built homes.  Repairs may be more difficult for the same reasons. 
There has been plenty of activity in mobile home parks in Riverside County over the past few years with the highest rate of movement in the Eastern portion of the county.  The County has paid particular attention to the code enforcement actions regarding illegal mobile home parks in the Coachella Valley.  Of particular concern are the health and safety of the residents in illegal and unsafe mobile homes or Mobile Parks in Coachella Valley.  Approximately 100 illegal housing facilities, containing up to 2000 unpermitted and potential substandard mobile home units is within Coachella Valley.  The County has addressed the issue by assigning two ombudsmen staff and redevelopment funds to assist the park owners and residents in bringing the parks and residences up to code. Ombudsmen will help put together a booklet with a list of fees, schedules and county permits needed to assist park owners through the bureaucracy.  Redevelopment funds have been earmarked for the area to assist in improving the area where residents’ health and safety are threatened.  Volunteers in the area have agreed to assist the park’s owners and families to reduce the cost of upgrading the mobile homes and parks.

Housing Costs 

Due in part to the tremendous growth, the ability to afford safe, decent and suitable housing has become an immense and growing problem for many within Riverside County.  Since the mid-seventies, a dramatic increase in the cost of housing relative to household income has affected many, especially the potential first-time homebuyer.  Rising land costs, escalating construction costs, financing costs, infrastructure costs, permit fees, processing times and government regulations have all contributed to the high cost of housing.  Inflation has had a particularly significant impact on housing costs.  Consequently, the typical family either cannot acquire a sufficient payment necessary to purchase a home, or cannot make the monthly mortgage payments, which are required to maintain a home.

Historically, housing affordability has been considered a problem for lower income households by virtue of their economic status.  However, the rising costs of housing have transcended economic barriers and are having an impact on "middle America” as well.  Many schoolteachers, public employees and clerical workers cannot afford to purchase a home in our County.

In Riverside County, there are two distinct housing affordability issues:  (1) new housing affordable to moderate and medium income households in the regional context of the Southern California housing market, and (2) housing for the very low, and low-income residents of the County.

As a result of high housing costs in Los Angeles and Orange Counties, increasing numbers of families are migrating to Riverside County where land and housing prices are lower.  Riverside County has had no problem in providing its "fair share” of housing for the Southern California region as a whole through the private marketplace.  However, the influx of families from the higher income areas surrounding Riverside County is impacting the County's ability to create housing for the indigenous of this County.

The strong desire for single family detached houses, as opposed to other types of housing, cuts across all income groups; but with current housing market conditions, it appears to be beyond the ability of housing developers to produce new single family detached housing affordable to low-and moderate income groups without subsidies.  Trends in the economy suggest that the housing market will continue to be tight and that federal government funding commitments to provide loan and grant subsidies for housing, affordable to low and moderate-income families will continue to decline sharply.  Therefore, home ownership for the average American family is increasingly becoming more and more difficult to attain. 

Housing affordability therefore, is a critical issue facing the County of Riverside.  Vacancy levels were high during a time of rising home costs, population growth and overcrowding.  

Chart 18 presents the median home value, median rent and median income for both 1990 and 2000.  

	CHART 18

COST OF HOUSING

	
	1990
	2000
	Percent Change

	Median Home Value
	$139,100
	$146,500
	5.3%

	Median Rent
	$502
	$660
	31.4%

	Source:  1990 and 2000 Census


Recent trends in new home prices have shown a marked decrease in the numbers of homes being offered for sale in a range that is affordable to the average homebuyer.  Not only minorities, large families, and young couples being forced to find other market alternatives, but the "average” home buyer in Riverside County is finding it increasingly difficult and at times impossible to find affordable new housing to meet their needs.  This trend is directing us to a day when new homes will become a luxury affordable to only a few.

The high demand placed on housing in this County, especially in the western portion, has put a tremendous strain on the local housing market.  However, sales are continuing to decline.  Although the affordability is near its highest level in many years, the housing market in Riverside County remains soft.  The California Association of Realtors indicates that the home sales downturn will persist due to consumer worries about the economy and jobs.

Industry specialists indicate that the resale market will not be hurt much by new home sales, which are competing for the first-time homebuyer.  In recent months, median sales prices for new homes in Riverside and San Bernardino counties are close to existing home prices.

Notwithstanding this fact, there is a diminishing supply of new and existing houses within the financial reach of very low-, low-and moderate-income households. 

B. 
PUBLIC AND ASSISTED HOUSING
Public Housing 

The waiting list for the Section 8 Housing Choice Voucher Program has 32,687 families as of December 2003.  The detail breakdown of the housing needs of the families on the Section 8 housing waiting list is shown as follows:
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Section 8 Housing Needs of Families on the Waiting List

	
	# of families
	% of total families
	 Annual Turnover 



	Waiting list total
	32,687
	
	4,135

	Extremely low income <=30% AMI
	19,644
	60.1
	

	Very low income

(>30% but <=50% AMI)
	10,887
	33.3
	

	Low income

(>50% but <80% AMI)
	1,975
	6.0
	

	Income (> 80% AMI)
	181
	.6
	

	Families with children
	19,708
	60.3
	

	Elderly families
	2,708
	8.4
	

	Families with Disabilities
	8,466
	25.9
	

	Single persons not elderly or disabled
	1,763
	5.4
	


The Affordable Public Housing Waiting list has 28,695 families as of December 2003. The Section 8 and the Affordable Public Housing Waiting lists are not mutually exclusive. Many families are on both lists. The wait for those that meet the preferences is about 18 months for Section 8 and about a year for Affordable Public Housing.  The funding for the Voucher Program is limited and the wait will continue to grow longer without an increase in funding.  It is not expected that additional funding for the Voucher Program will be forthcoming. The detail breakdown of the housing needs of the families on the Public Housing waiting list is shown as follows:
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Public Housing Needs of Families on the Waiting List

	
	# of families
	% of total families
	 Annual Turnover 

	Waiting list total
	28,741
	
	

	Extremely low income <=30% AMI
	20,878
	72.6
	

	Very low income

(>30% but <=50% AMI)
	6,380
	22.2
	

	Low income

(>50% but <80% AMI)
	1,332
	4.6
	

	Moderate income (>80% AMI)
	151
	.5
	

	Families with children
	16,025
	55.8
	

	Elderly families
	2,896
	10.1
	

	Families with Disabilities
	7,677
	26.7
	

	Single persons not elderly or disabled
	2,143
	7.5
	

	Characteristics by Bedroom Size (Public Housing Only)
	
	
	

	1BR
	8,976
	31.2
	

	2 BR
	12,606
	43.9
	

	3 BR
	6,091
	21.2
	

	4 BR
	974
	3.4
	

	5 BR
	94
	.3
	


The Housing Authority of the County of Riverside has identified the following strategies in serving the needs of low income families as identified in its 5 year Plan FY2001-2005. These are as follows:

Strategy 1 – Maximize the number of affordable units available to the PHA within its current resources

1. Employ effective maintenance and management policies to minimize the number of public housing units off-line.

2. Reduce turnover time for vacated public housing units

3. Reduce time to renovate public housing units

4. Maintain or increase Section 8 lease-up rates by establishing payment standards that will enable families to rent throughout the jurisdiction

5. Maintain or increase Section 8 lease-up rates by marketing the program to owners particularly those outside of areas of minority and poverty concentration

6. Maintain or increase Section 8 lease-up rates by effectively screening Section 8 applicants to increase owner acceptance of program

7. Participate in the Consolidated Plan development process to ensure coordination with broader community strategies

Strategy 2 – Increase the number of affordable units

1. Apply for additional Section 8 units should they become available

2. Pursue housing resources other than public housing or Section 8 tenant-based assistance

Strategy 3 – Target available assistance to families at or below 30% of Area Median Income

1. Exceed HUD federal targeting requirements for families at or below 30% of Area Median Income in tenant-based Section 8 assistance

2. Employ admissions preferences aimed at families with economic hardships

3. Adopt rent policies to support and encourage work

Strategy 4 – Target available assistance to families at or below 50% of Area Median Income

1. Employ admissions preferences (in the public housing units only) aimed at families who are working

2. Adopt rent policies to support and encourage work

Strategy 5 – Target available assistance to the elderly

1. Apply for special purpose vouchers targeted to the elderly, should they become available

Strategy 6 – Target available assistance to families with disabilities

1. Carry out the modifications needed in public housing based on the Section 504 Needs Assessment for Public Housing

2. Apply for special purpose vouchers targeted to families with disabilities, should they become available

3. Affirmatively market to local non-profit agencies that assist families with disabilities

Strategy 7 – Conduct activities to affirmatively further fair housing

1. Counsel Section 8 tenants as to location of units outside of areas of poverty or minority concentration and assist them to locate those units

2. Market the Section 8 program to owners outside of areas of poverty/minority concentrations.

The Housing Authority of the County of Riverside is assisting 8,305 families through tenant-based programs using various federal, state and local funding sources as of January 2004.  Of those families, 8,210 are through the Section 8 Housing Choice Voucher Program.  Those assisted through the Voucher Program are able to select the community in which they live and thus are scattered throughout the County of Riverside.  One hundred Voucher families were receiving assistance in Riverside County but have used the portability function of the program to move to other states or counties.  The Housing Authority continues to fund the rental assistance for these families.

The demographic breakdown for those assisted through the Housing Choice Voucher Program is as follows:

	Hispanic
	2161

	Non-Hispanic
	6047

	White
	5208

	African-American
	2659

	American Indian
	75

	Asian
	239

	Hawaiian/Pacific Islander
	15

	Elderly
	2111

	Disabled
	2627


The Affordable Public Housing program has 481 units scattered throughout the County.  A number of the units are more than 50 years old. Funding to modernize the public housing units to ensure long-term physical and social viability of the developments are done through HUD yearly funded Capital Fund Program. Capital Program activities to be undertaken by the Housing Authority are identified in the 5 Year and One Year Action Plan. The residents are invited each year in the process of drafting the Housing Authority’s Plan and planned use of Capital Fund monies.  A resident advisory board is formed and meets at least twice each year to review the PHA’s strategy and policies for both public housing and tenant-based.  Comments received at the meetings and at the general public hearing each year are incorporated in the Plans.  Some of the capital works identified in the Plan include replacement of air conditioning, kitchen remodel, roof replacement, lighting, playground equipments, and carport replacement.

The Housing Authority has retrofitted and upgraded the interiors of their public housing units to meet HUD 504 mandatory requirements of 5% mobility and 2% hearing and vision impaired.  Those units that were not converted for the mobility impaired were converted and included a redesign of stoops, walks and handrails for exterior accessibility.  Health and safety concerns for the residents were addressed by providing security lighting, and completion of all lead-based paint testing and abatement for all public housing units.  Playgrounds that have been installed have been accessible for the handicapped.

The demographic breakdown for those assisted through the Affordable Public Housing Program is as follows:

	Hispanic 
	241

	Non-Hispanic
	235

	White
	349

	African-American
	110

	American Indian
	5

	Asian
	9

	Hawaiian/Pacific Islander
	1

	Elderly
	34

	Disabled
	87


The Housing Authority has 271 project-based units assisted through the Moderate Rehabilitation Program.  There are 156 units in the City of San Jacinto and 80 units in the City of Riverside.  The balance of the units are scattered throughout the County of Riverside.  

During 2003, the Housing Authority sold two apartment communities that were bond-financed affordable housing.  In both cases, the complexes remained affordable housing and no families were displaced due to the transfer of ownership of the property.

The Housing Authority has been managing a 100 unit Migrant Farmworker Center in the community of Ripley.  Due to cuts in funding to the Office of Migrant Services through the State of California, it is expected that the Migrant Center will be closing at the end of the season in March 2004.

The Housing Authority transferred ownership of the Men’s Homeless Shelter in the City of Riverside to the County of Riverside to facilitate operations managed by the Department of Public Social Services through the Riverside Continuum of Care programs.  The only remaining homeless shelter owned by the Housing Authority is in Palm Springs and has 16 units for homeless families.  The shelter is currently being operated by a local non-profit agency.  

As part of the increasing homeownership opportunities for assisted families, the Housing Authority recently implements a Section 8 homeownership program. The Homeownership Program (HP) of the Housing Authority assists eligible participants in the Section 8 Housing Choice Voucher Program, who are also participants of the Housing Authority’s Family Self Sufficiency (FSS) Program. The FSS program is further described in the next section. In order to maximize the resources available, this program will partner with the Riverside County’s First Time Homebuyer’s Program to further assist the families to achieve their homeownership dream.

The Housing Authority is presently administering a down payment assistance program through a HOME funded agreement in partnership with EDA. The program will utilize $1,800,000 of HOME funds to assist approximately 60 loans averaging $30,000 per loan to eligible participants. Loans were offered as a silent second mortgage with a ten-year term and zero interest rates. Homebuyers must be current qualified participants of County’s Mobile Home Tenant Loan Program.

C.
BARRIERS TO AFFORDABLE HOUSING
Barriers to affordable housing are frequently caused when the incentive to develop such housing is removed due to excessive development costs, governmental regulation and community opposition.  Some development costs are driven by economic conditions and other factors that affect the real estate market, and are beyond the control of local government.  Examples of private barriers include the cost of labor and materials, contracting fees and the cost of land.  However, other development costs, such as project processing fees charged for planning and plan check services fall under the control of local governmental agencies.  

To some extent, federal and state environmental regulations, ultimately implemented at the local level, historically have and continue to add to the cost of development. However, public policy approved by local government to address community issues and concerns potentially affects the cost of all development projects through the adoption and implementation of ordinances, housing elements, land use plans, fee schedules and development standards.  The imposition of additional taxes on homeowners increases the cost of maintaining and living in a house or apartment and can be a barrier to home ownership, particularly for low and very low-income households.  Moreover, public opposition over the location of affordable housing can be detrimental to a project once it enters the public hearing process and may result in the denial of the project. 

The primary purpose of governmental regulation of land development is to guide development in an orderly fashion, ensure adequate provision of public services and facilities, protect existing development from incompatible land uses, and protect the health, safety and welfare of the public. Government regulation is generally beneficial to the housing needs of the public, since the development review and approval process is necessary to insure decent and safe housing. However, government regulation of land development can become a constraint to the production of housing, particularly affordable housing, in the following ways:

1. Increases in development processing fees

2. Zoning that restricts or precludes residential development

3. Lengthy development review and approval process

4. Imposition of excessive development standards may increase the cost of residential development without creating a real benefit to the public.

Public Policy and Development Standards:  Zoning Ordinances and General Plans

The Economic Development Agency completed a Fair Housing Impediments Study in February 2004.  As a part of this study, the zoning ordinances and general plans of each CDBG cooperating cities were evaluated.  A questionnaire was developed to serve as a guide in the Economic Development Agency's evaluation of Riverside County's Comprehensive General Plan and Land Use Ordinance Number 348 as well as the zoning ordinances and general plans of each of the cooperating cities.  Both types of documents were selected for evaluation because the legal tools used by governmental agencies to implement approved public policy as it relates to most zoning, housing and land use matters.  A copy of the Riverside County Fair Housing Impediments Study is attached.

Restrictive, excessive or outdated development standards implemented through zoning ordinances can be barriers to affordable housing because such restrictions can affect affordability, thereby limiting housing choices.  The following observations were made regarding the zoning ordinances and development standards evaluated:

1. The zoning ordinances of several CDBG cooperating cities have not been revised to incorporate state-mandated density bonus rules for affordable housing.

2. Riverside County approved a new General Plan in October of 2003 and needs to update the County zoning ordinance to be consistent with the new General Plan.

3. An assessment of current housing needs of several of the cooperating cities indicated that there was not a wide range of zoning and specific plan implementing measures in place to meet the affordable housing needs.

4. Two of the cooperating cities, Norco and Canyon Lake, have not adopted an ordinance reflecting state mandated density bonus rules.  Norco does not offer incentives for affordable housing development directly but has established density bonuses as a policy issue in that incentives are provided through the Redevelopment Agency for the County of Riverside and approved by the City Council for infill housing on a case-by-case basis.

5. The State of California has enacted legislation to permit mobile home parks in residential zones.  Most cities allow mobile home development in other areas designated for residential zoning.  However, the cities of Banning, Lake Elsinore, La Quinta, Murrieta and Norco do not permit mobile home parks in other zones.

Riverside County's Comprehensive General Plan and the general plans of the six cities evaluated appear to contain relatively few potential barriers to affordable housing.  All jurisdictions discussed incentives for affordable housing and all expressed intent to further fair housing in one form or another. The County of Riverside is currently updating its zoning ordinance, and within the next 16 to 18 months will update the zoning to be consistent with the new General Plan.

Development Processing and Mitigation Fees

Development processing fees in California are high and can be expected to increase in the future.  Fees associated with the extension and installation of utilities can be particularly onerous.  Many public and semi-public agencies, however, use processing fees to pay for staff time and agency overhead.  Most agencies involved in the County's development review process obtain a majority of the revenue for their operations through development fees, and this trend is likely to continue in the future.  As such, it is not likely that the County will use fee waivers as an incentive to produce affordable housing.  However, for high priority affordable housing projects, the County has used redevelopment housing set-aside funds to help pay application fees and other costs associated with the development review process.  This method of reducing some of the processing costs associated with affordable housing projects will continue to be utilized in the future on a case by case basis to help address barriers to affordability.

Development Review Process

A lengthy development review process can add to the cost of an affordable housing project through increased loan carrying charges, potentially increasing the cost per unit and correspondingly reducing profit margins and the incentive to develop affordable housing.  Historically, the length of time it has taken to process housing and other types of projects in the County has varied according to the number of projects submitted and the amount of staff available to do the work. 

While the past recession reduced overall the number of projects submitted to the County for review, it also caused severe budget problems leading to reductions in staff in the Riverside County agencies involved in the development review process.  In order to address the issue the processing of projects in this context, as well as address the concern of developers and members of the public complaining of frequent delays in the development review process, the County has approved a fast track/priority processing system for qualified affordable housing projects. This processing system is implemented by the Economic Development Agency and the Planning Department.
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