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Introduction

Barriers to affordable housing, combined with thin profit margins, explain why
many developers choose not to build affordable housing. Such barriers also
contribute to the reasons many property owners do not renew expiring rental
subsidy contracts. Often, property owners instead choose to convert previously
affordable units to market-rate sale or rental housing.

As the lead agency for housing and community development for the Urban County,
the Community Development Commission (CDC) is making a significant effort to
identify housing problems and reshape its policies and programs to meet the
community's needs in the coming years. The CDC sponsored community meetings,
individual interviews, and focus groups as part of the Consolidated Plan
development process (described in the Consolidated Plan Development section), to
identify and address barriers to affordable housing.

INSIDE THIS SECTION

As part of the Consolidated Plan, the CDC must examine barriers to affordable
housing in Los Angeles County. This section contains:

e An explanation of what is a barrier to affordable housing.
e An analysis of barriers to affordable housing in the County.

e The County’s strategy for addressing those identified barriers.

SUMMARY OF ISSUES AND KEY FINDINGS

e Current market conditions—such as increased land costs, high
construction costs, construction liabilities, and lack of vacant and
developable land—constrain the housing market and become barriers to
affordable housing.

e Financing requirements, increasing interest rates and lending
discrimination make homeownership less attainable for low- and
moderate-income households.

e Regulatory/policy measures (development fees, building codes, zoning,
and the approval process) as well as environmental conditions
(hillsides/slopes, fire hazards, flooding/mudflows, seismic hazards)
create obstacles to developing affordable housing.
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What is a Barrier to Affordable Housing?

As defined by HUD's Consolidated Plan regulations, a barrier to affordable
housing is a public policy—such as land use controls, property taxes, zoning
ordinances, building codes, fees and charges, growth limits, and other policies—
that affects the cost of housing or the incentives to develop, maintain, or improve
affordable housing.

A barrier to affordable housing is different from an impediment to fair housing
choice. Housing choice is impeded when unlawful actions, omissions, or decisions
are taken that restrict a person’s choice of housing because of race, color, religion,
sex, handicap, familial status, or national origin. An affordable housing barrier, on
the other hand, is not usually an illegal action; it affects housing costs, not housing
discrimination. For example, the lack of affordable housing stock, in and of itself,
is a barrier to affordable housing. However, it is not an illegal action, omission, or
decision that impedes fair housing choice. Since opportunities to reduce housing
costs can be found in areas other than public policy, this section looks at all
potential barriers, not only those related to public policy.

Analysis of Barriers in Los Angeles County

The CDC is committed to helping eliminate barriers to affordable housing. Despite
the County’s fairly stable economy and growing housing demands, the local market
is not responding to the needs of low-income households to the degree needed. The
inventory of existing affordable housing continues to deteriorate, while the
production rate of new affordable housing units cannot keep up with an ever-
increasing demand.

The Housing Element of the General Plan, in addition to community input form the
Consolidated Plan development meetings, identified barriers to affordable housing.
This section divides these barriers into the following five categories:

e Market constraints

e Barriers to financing

e Regulatory or policy barriers

e Environmental barriers

e Community and communication barriers
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MARKET CONSTRAINTS

A variety of dynamics in the marketplace—such as high-priced housing, high land
and construction costs, construction liabilities, lack of available land, and
underdeveloped land—act as barriers to constructing and maintaining an adequate
affordable housing stock. These factors contribute to a lack of affordable housing,
which is substantiated by the following findings of the Housing Market Analysis
and Needs Assessment:

e Housing construction is not keeping pace with population and
household growth, and creates an even tighter, less affordable market.

e While the County is experiencing job growth, the majority of the new
jobs generated are low-wage jobs, often pricing working families out of
the homeownership market.

e While demand for multifamily housing is high, the number of
multifamily housing permits issued in 2000 was almost half the number
of those issued in 1990.

e Homeownership is increasingly unattainable for low-income households
since the number of households that can afford a house of the median
sales price is decreasing and home prices are appreciating.

At current prices, it takes a household earning at least 116 percent above the
median income (216 percent AMI) to purchase a home at the median sales price of
$295,150, assuming a 30 percent affordability threshold'. With a 35 percent
affordability threshold, a household must still earn at least 85 percent above the
median income (185 percent AMI) to afford this median priced house. The monthly
housing costs for this home are 94.9 percent greater than the FMR for a three-
bedroom unit ($1,167). Renters able to afford this FMR, those earning 111 percent
of AMI, can only afford to purchase homes at 51 percent of this average price,
provided they can obtain the required down payment and closing costs. Figure 3-18
in the Housing Market section illustrates this.

The wage analysis in the Housing Market Analysis section (Figure 3-10) confirms
that many working families do not earn sufficient wages to attain homeownership.
Based on this analysis, only dual-income households of the selected illustrative
occupations can afford the average priced home in Los Angeles County. For
example, a household composed of a police patrol officer and an elementary school
teacher or a fire fighter and a tax preparer can afford the average price of
$295,150".

! The threshold is the percent of a household’s monthly income that housing costs can not exceed in order to remain
“affordable.”
2 Assumes the household can provide a down payment of 5 percent.
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Since affordable housing is becoming more difficult to find, many low-income
households must pay more than they can afford for a home, or live under less-than-
desired conditions. When a household pays more than 30 percent of its income on
housing and utilities, HUD considers the household to be experiencing a cost
burden. When a household pays more than 50 percent of its income on housing and
utilities, the household experiences a severe cost burden.

According to HUD’s definition of cost burden and severe cost burden,
approximately 116,542 renter households and 119,201 owner households are
experiencing a cost burden in the unincorporated areas. More than 56,000 renters
and 48,210 owner households are severely cost burdened’.

Land Costs*

Increased land costs appear to be one of the major factors explaining the rapid rise
in housing prices and rents. Many communities of the unincorporated areas are
essentially built-out, meaning that there is little or no vacant land available for
development of any kind. The short supply of developable land further drives up
the demand and cost of housing construction.

Although there are large tracts of land designated for rural use, which theoretically
could be developed with many thousands of housing units, the practicality of such
an event happening is remote. Much of the hill land and nearly all of the valley land
in the densely populated portion of the County south of the San Gabriel Mountains
have been converted to urban and suburban use. Nearly all the vacant land
remaining in the unincorporated areas is mountainous and in physically hazardous
areas, environmentally significant habitat areas, and/or lacking in basic sewer/water
infrastructure. In terms of providing affordable housing, the high cost of
development in these types of terrain and under such conditions renders infeasible
the majority of the County’s vacant land for lower cost housing. While recycling
existing flatter urban land to build at higher densities could offer opportunities for
affordable housing development, the high cost of land in Los Angeles County in
general limits market-built affordable housing without some strong incentives or
concessions.

Construction Costs®

Construction costs constitute up to 50 percent of the sales price of a home. The
high value of land means that land represents a substantial proportion of housing
costs relative to construction costs. According to recent estimates by the Building
Industry Association, costs for the construction of a wood frame, single-family
home of average-to-good quality range from $50 to $100 per square foot. For
multifamily construction, costs average around $60 per square foot, not counting

3 HUD defines cost burden as a household’s monthly housing costs exceeding 30 percent of its monthly income. Sever cost
burden is a household’s monthly housing cost exceeding 50 percent of its monthly income. Source of data:U.S. Census
Bureau: 2000.

* Los Angeles County General Plan, Housing Element 1998-2005.

* Los Angeles County General Plan, Housing Element 1998-2005
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parking. The price of labor costs constitutes an estimated 17 percent of the overall
expense of building single-family homes.

Construction Liabilities*

Over the last decade, production of higher density, more affordable homes such as
condominiums and townhouses have dropped by nearly 90 percent in the state due
to litigation alleging construction defects. There are no “admitted” insurance
carriers in California that offer general liability coverage for builders or
subcontractors. Even if a builder develops primarily single-family detached housing
but wanted to construct the occasional town home development, as many of them
used to, insurers will refuse to provide general liability policies. In general, insurers
exclude any “attached” housing products.

Builders complain that the lack of multifamily housing construction in Southern
California can be attributed directly to construction defect litigation. These lawsuits
add substantially to the cost of obtaining construction insurance, and ultimately
become a constraint in the development of multifamily projects, and these tend to
be the more affordable units in the County.

Fear of lengthy and costly lawsuits, and skyrocketing insurance premiums have
altered the construction of multifamily units. Besides costly insurance premiums,
there are few multifamily housing insurance providers. The negative impact from
construction defect litigation on multifamily construction is demonstrated by the
fact that multifamily construction has been almost completely replaced by
expensive single- family construction. While single-family housing construction
increased by 4 percent between 1990 and 1999, permits issued for multifamily
housing declined by 55.4 percent during the same period in the Southern California
region.

Lack of Vacant and Developable Land*

As a mature jurisdiction, Los Angeles County is essentially built-out within
existing urban islands. Many communities, but not all, have little or no vacant land
remaining for development. This lack of adequate land inventory increases land
value and becomes a constraint to developing affordable housing. 4s a result of this
issue, the County is now faced with difficult choices - to continue urban sprawl-like
development or begin encouraging higher density infill.

Currently, in Los Angeles County new housing is developed at the highest density
of all of California’s counties. Based on a 1996 figure, the County’s gross housing
density is 4.2 units per acre’. Despite the high density and the increased volume of
units, the County’s housing production still lags behind demand.

According to a detailed analysis by the California Department of Housing and
Community Development, Los Angeles County has insufficient raw land to

¢ California Department of Housing and Community Development; http://www.hcd.ca.gov/hpd/hre/rtr/chp3r.htm.

Los Angeles County Housing and Community Development Consolidated Plan Page 6-5



Section 6: Barriers to Affordable Housing

by the Hillsides Performance Review Procedures in the County’s Land Use
Element and Zoning Ordinance.

Fire Hazards

The County is susceptible to wildland and urban fires because of its hilly terrain,
dry weather conditions, and the nature of its plant cover. The principal vegetative
cover of upper mountain areas consists of various species of brush and shrubs
known as chaparral. The chaparral is extremely flammable and extensive burns of
the mountain vegetation frequently occur during dry, low humidity weather
accompanied by high winds. The intensity of development, the numbers of the
potentially affected population, and the difficulties of containment result in high
and extreme fire risks in many areas of the unincorporated County. In order to
reduce the risk, new development is required to comply with certain regulations in
regards to design and mitigation.

Flooding/Mudflows

In hillside areas, large-scale fires can eliminate a significant amount of native
vegetation that would normally prevent erosion and make nearby residential
developments vulnerable to mudflows and landslides. The Federal Emergency
Management Agency (FEMA) and the County’s Department of Public Works
(DPW) has identified a number of areas in the County exposed to 100 year floods
and the mudflow hazards associated with heavy rainfall. In an effort to protect such
areas from these hazards, the County maintains a rigorous development review
process that imposes appropriate development and building standards, including
engineering and grading, and mitigation measures on both new and remodeled
structures. DPW 1is also active in maintaining multi- use flood control and water
conservation facilities.

Seismic Hazards

Within Los Angeles County, there are over 50 active and potentially active fault
segments, and an undetermined number of buried faults, potentially capable of
producing damaging earthquakes. In 1990, the state legislature passed the Seismic
Hazards Mapping Actrequiring the State Division of Mines and Geology (DMG) to
prepare new Seismic Hazard Zone Maps showing areas where future seismic
disturbances are likely to occur.

INFRASTRUCTURE AND PUBLIC SERVICES

Adequate infrastructure and public services are necessary to accommodate future
residential development. Deficiencies that presently exist as well as those projected
in the future are primarily a result of recent growth and development pressures
within the County, although increased consumption by existing customers is also a
factor. It is important to note the difference between development in existing urban
areas where infrastructure is already in place versus development in areas defined
as “urban expansion” which would require an extension of these services. These
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“urban expansion” areas consist of the Antelope Valley, Santa Clarita Valley, Santa
Monica Mountains, and Puente Hills. To adequately plan for infrastructure needs,
the County monitors demands as generated by new development in the outlying
“urban expansion” areas. In large part, the Puente Hills and Santa Monica
Mountains areas are built-out on residential capacity.

COMMUNITY AND COMMUNICATION BARRIERS

Community barriers—associated with a negative perception of affordable
housing—coupled with insufficient communication among various stakeholders
contribute to barriers to affordable housing.

Citizen Opposition

Most existing neighborhoods are opposed to any projects that would increase
traffic, noise, air pollution, or groundwater contamination; that is, virtually all
projects of any scale. The resulting “Not In My Back Yard” (NIMBY) syndrome is
a barrier to affordable housing. Participants in the Consolidated Plan development
meetings often expressed a reluctance to have any additional affordable housing in
their neighborhoods due to their negative perception of housing design, absentee
landlords, and crime associated with such housing. There is also a misperception
that there will be a decrease in neighborhood property values. Public hearings
concerning proposed affordable housing projects often are a forum for strenuous
objections, mostly from neighbors who cite adverse effects on traffic,
infrastructure, public services, schools, the environment, property values, and crime
rates.

Organizational Coordination

Lack of coordination among the County and jurisdictions within the County, the
State of California, and various nonprofit housing groups was cited as a barrier to
affordable housing. Uncoordinated government efforts cause delays in funding of
affordable housing, create conflicting policy/funding priorities across government
agencies, and add to administrative burdens. In addition, multiple and differing
program applications in a specific agency can lead to delays in processing loan
applications and drive up development costs.

Lack of communication between jurisdictions and organizations arose as an issue,
including the lack of a working group on affordable housing. Residents pointed to
many reasons for this lack of communication and coordination, such as the lack of
adequate staffing for housing programs. In addition, confidentiality laws reduce
information sharing between service providers and contribute to a lack of good
referrals.
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Lack of Knowledge of Available Programs and Resources

A lack of knowledge among organizations and low-income clients regarding
available programs and resources arose as a common theme in meetings and
interviews.

Resource Fragmentation and Scarcity

To finance affordable housing, sponsors must now bundle together many Federal,
State, City, and private programs providing capital funds, operating subsidies, and
investment tax incentives. Funding fragmentation is administratively onerous, with
sometimes, conflicting program constraints.

Even with the availability of a variety of programs, affordable housing resources
remain scarce. Like most jurisdictions, Los Angeles County still has insufficient
resources to meet the need for affordable rental and homeownership housing. The
need for increased revenue for housing on the Federal, State, and County levels
competes with other legitimate public priorities, such as education, transportation,
health, and welfare.

Access to Transportation

Transportation is essential for many low-income households to access jobs and for
persons with special needs to access supportive services. While the public
transportation system in the County appears to be adequate, focus group attendees
still cited access to transportation as a barrier to affordable housing. This could be
due to a perceived lack of public transportation routes located near affordable
housing units. However, the true problem could be that the transportation is
underutilized and therefore making residents aware of the transportation services
could be the true need.

Los Angeles County’s Goals & Policies
LOS ANGELES COUNTY GENERAL PLAN’S HOUSING ELEMENT

On October 23, 2001, the Los Angeles County Board of Supervisors adopted the
Los Angeles County General Plan’s Housing Element for 1998-2005. A central
requirement of state Housing Element law is that sufficient land, under the General
Plan Land Use Policy Map, is allocated to accommodate the projected housing
needs of the population. Through the Housing Element, the County can ensure that
adequate affordable housing sites are identified and housing policies and programs
are developed to address the County’s projected affordable housing needs.

The County’s General Plan consist of six goals and associated policies to guide the
implementation of the Housing Element and to address barriers to affordable
housing. Note that the full Housing Element document may be accessed through
the following web address: http://planning.co.la.ca.us/drp_revw.html.
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The following is a summary of the goals and policies in the Housing Element to
address barriers to affordable housing:

Goal 1: Housing Quantity
Policies:

1.1. Coordinate with the private sector in the development of a variety of affordable
and special needs housing for both rental and home-ownership. Where appropriate,
promote such development by the use of incentives.

1.2 Assist private nonprofit housing developers in locating and aggregating suitable
sites for developing housing for very low and low-income households and for other
special need groups.

1.3 Advocate legislation and funding for programs that add affordable housing
stock and support legislative changes to state and federal housing grant programs to
ensure that allocation criteria for the distribution of funds to local governments is
based on part on the housing needs as reflected in the Regional Housing Needs
Assessment.

1.4 Support efforts to transfer federal and state housing resources, including
subsidized mortgage funds, to local governments based on the distribution of
affordable housing needs expressed in the Regional Housing Assessment
distribution policy.

1.5 Authorize mixed-use development in commercial areas and utilization of
incentives to encourage the construction of new mixed use projects. Incentives for
such development may include, but not limited to, density bonus units, less
stringent parking requirements, and yard set-back modifications.

Goal 2: Housing Affordability

Policies:

2.1 Incorporate advances in energy-saving technologies into building codes
pertaining to housing design, construction, operation and home appliances to save
energy resources and to reduce the operating and maintenance costs of housing.

2.2 Encourage a diversity of housing types that ranges broadly enough in price and

rent to allow all households, regardless of income, to secure adequate affordable
housing.
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Goal 3: Neighborhood Preservation
Policies:

3.1 Support neighborhood preservation programs such as graffiti abatement,
abandoned or inoperative automobile removal, tree planting, and trash and debris
removal.

3.2 Maintain adequate neighborhood infrastructure, sound community facilities and
services as a means of sustaining the overall livability of neighborhoods.

3.3 Enforce health, safety, building and zoning laws directed at property
maintenance as an ongoing function of County government.

Goal 4: Housing Opportunity/Access
Policies:

4.1 Support programs that offer low- and moderate-income households the
opportunity of homeownership, such as mortgage loan subsidies to lower-income
households.

4.2 Support the development of affordable housing near employment opportunities
and/or within a reasonable distance of public mass transit.

4.3 Offer development incentives for the inclusion of childcare centers within
major residential and commercial development projects.

4.4 Support the distribution of affordable housing, shelters and transitional housing
in geographically diverse locations throughout the unincorporated area, where
appropriate support services and facilities are available in close proximity.

4.5 Enforce laws and ordinances against illegal acts of housing discrimination.
These acts include housing discrimination based on race, ancestry, sex, national
origin, color, religion, sexual orientation, marital status, familial status, age,
disability (including HIV/AIDS), source of income or any arbitrary reason
excluding persons from housing choice.

4.6 Promote equal opportunity in housing and community development programs
countywide.

4.7 Establish Transit Oriented Districts (TODs) around major retail transit stations
to promote accessibility to housing, employment, public transit and other services.
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4.8 Encourage housing design to accommodate the special needs of seniors, large
families, single parents and low-income households. Designs may include units
with 3, 4, or 5 bedrooms, shared facilities, or on-site job training facilities.

Goal 5: Maintenance and Improvement of Housing
Policies:

5.1 Invest in public and private resources in the maintenance and rehabilitation of
existing housing as a means of preventing or reversing neighborhood deterioration.

5.2 Allocate federal and state resources toward the preservation of residential units,
particularly those which are affordable to very low and low-income households.

5.3 Inspect multifamily rental housing (with five or more units), contract shelters,
and voucher hotels on a regular basis by appropriate County agencies to ensure that
landlords are maintaining properties in a sound and healthful condition, and not
allowing properties to fall into disrepair.

5.4 Maintain and improve community facilities, public housing services, and
infrastructure in sound condition, where necessary, to enhance the vitality of older,
lower-income neighborhoods.

5.5 Conserve existing affordable housing stock (e.g. mobile home parks).

5.6 Additional opportunities for development of coastal housing may be provided,
where appropriate. All development of coastal housing shall be contingent upon
meeting all applicable policies and development standards of the respective coastal
plans for the County’s four Coastal Zone segments: Santa Monica Mountains,
Marina del Ray, Santa Catalina Island, and Playa Vista (Area A).

5.7 Support affordable and senior citizen housing projects as part of new
development within appropriate locations in the Coastal Zone consistent with the
policies and development standards of the General Plan, the policies of certified
Local Coastal Programs (LCPs) and Land Use Plans, and where appropriate, the
policies of Chapter 3 of the Coastal Act.

a. The following guidelines shall govern the review and approval of affordable
housing projects:
e Encourage private sector participation in the development of low-
and very low-income housing;
e Disperse new lower-income housing throughout the wurban
designated areas of the county; and
e Support and facilitate the design and construction of rental housing,
including mobile home parks, to meet the needs of lower income
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households, particularly large families, senior citizens, and people
with disabilities.

b. To the extent feasible, ensure that new housing developments comply with
Government Code 65590 relating to the provisions of low- and moderate-
income housing in the Coastal Zone.

C. Replace housing units occupied by persons of low- and moderate-income
converted to market-rate or demolished consistent with the provisions of
Government Code 65590.

5.8 Ensure consistency between the development of housing within the Coastal
Zone and other General Plan policies intended to protect the public health and
safety. These policies discourage increased development in hillside areas, wildland
brush fire areas, flood plains, landslide prone areas, or in areas lacking support
facilities and transportation services that are typically required by tenants of such
housing.

Goal 6: Planning for Housing
Policies:

6.1 Explore benefits in creating a housing monitoring system to do the following:

o Maintain an inventory and on-going analyses of density bonus projects;

o Maintain detailed records of the location of the affordable units within these
projects;

o Ensure that owners and renters comply with covenants regarding resale and
re-rental of controlled market rate units;

o Prepare and submit an annual report on progress in implementation; and

e  Periodically update the element as needed.

6.2 Consider further amendments to the zoning, subdivision and building codes
which would reduce costs associated with new housing construction, especially for
low and very low-income housing.

6.3 Streamline administrative and land use procedures to reduce the time involved
in approval of qualified housing projects.

6.4 Encourage housing to be located in or contiguous to existing incorporated and
unincorporated urban areas.
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CONSOLIDATED PLAN STRATEGIES TO SUPPORT HOUSING ELEMENT
GOALS AND POLICIES IN ADDRESSING BARRIERS TO AFFORDABLE
HOUSING

The Consolidated Plan includes the following strategies to support and implement
the goals and policies of the Housing Element in addressing barriers to affordable
housing. Please refer to the identified sections for specific activities to implement
these strategies.

Housing and Community Development Delivery System (see Section 2)
e (Coordinate Housing Production and Preservation Activities
Strategic Plan (see Section 11)

e Expand the Supply of Affordable Rental and Homeownership Housing.

e Increase homeownership among low- and moderate-income prospective
homebuyers.

e Preserve and Improve the Existing Stock of Affordable Housing.

e Ensure equal access to housing.

e Encourage the continued maintenance and improvement of
infrastructure, especially roads, street and sidewalk improvements.

e Prevent and arrest the decline of the physical conditions of
neighborhoods and communities.

ANNUAL ACTION PLANS
Each year of the 5-Year Consolidated Plan, the CDC will develop an Annual

Action Plan that will detail specific activities and programs to address barriers to
affordable housing.
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