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This document presents summary analysis and data on affordability of second dwelling units (in-law suites, guest houses, etc.) in San Mateo County. In the coming weeks, we will release boilerplate language that jurisdictions can use regarding second units. 
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Executive Summary

Rents and Affordability
Paid second units in San Mateo County have a median cost (rent plus utilities) of $1,225, with a first quartile to third quartile range of $1,200–$1,400. Although different data sources provide different numbers, we think that the following affordability ratios, which include unpaid second units, are safe assumptions:

· About 40-70 percent of second units in San Mateo County are affordable to extremely low income households.

· About an additional 5-15 percent of second units in San Mateo County are affordable to very low income households (55-80 percent total).

· About an additional 10-30 percent of second units in San Mateo County are affordable to low income households (75-100 percent total).

Additional Key Findings

· Approximately 55 percent of second units are occupied by family members, caretakers, or household employees who pay no rent. (These units are included in the affordability statistics above.)

· Second units are less expensive, on average, than apartment complex rental units with the same number of bedrooms.

· Second units are also more affordable than apartment complex rentals because they tend to have fewer numbers of bedrooms. Most second units are studios and one-bedrooms, while most rental apartments are one-bedrooms and two-bedrooms.

· Second units are at just about the same affordability level as they were in 2000; overall county rents and incomes have risen at the same rates. However, rents for large apartment complexes have not risen in that time, so large apartments are now more affordable than they were in 2000.

FULL REPORT

What is an Affordable Unit?
An affordable unit is one where a household that earns 80 percent of median county income can pay 30 percent or less of that income towards housing. In San Mateo County in 2008, the affordability threshold costs for rent plus utilities are:
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Methodology

We examined data sources related to second units including:

· Woodside 2000 second unit survey

· Portola Valley 2001 second unit survey

· Los Altos Hills 2002 second unit survey

· Comparison of Second Unit Surveys/Programs compiled by Portola Valley (2000-2002 data)

· RealFacts Online (www.realfactsonline.com) – apartment market data and analysis

· U.S. Census 2000 

· U.S. Census – American Community Survey 2006

· Craigslist

· National Low Income Housing Coalition’s Out of Reach Index

· California Housing and Community Development’s “Building Blocks for Effective Housing Units”

· California Housing and Community Development’s Bibliography of Selected Resources on Second Units

· Claritas data on San Mateo apartment rentals and renter demographics

· U.S. Department of Housing and Urban Development (HUD) publication “Allowances for Tenant-Furnished Utilities and Other Services”

Most information on apartment rental costs was taken from RealFacts, with supplementary information from the U.S. Census 2000. Information on second units in San Mateo County was taken from the two surveys listed above, and from September 2008 Craigslist postings.

RealFacts apartment rents do not include utilities, and are adjusted upwards based on HUD guidelines (see Appendix C).

We are considering a future examination of Public Use Microdata Sample (PUMS) data from the U.S. Census to enrich this survey. This data would allow us to determine more specific rental rates within San Mateo County. 

Affordability

Affordability of Second Units in San Mateo County 
There is no one perfect data source allowing us to quantify affordability of second units in San Mateo County. The following data sources provide different estimates for affordability (listed in general order of directness of applicability to second unit affordability in 2008): Craigslist, Portola Valley Survey, Woodside Survey, RealFacts, U.S. Census.

Overall, we think that the following numbers are safe conclusions:

· About 40-70 percent of second units in San Mateo County are affordable to extremely low income households.

· About an additional 5-15 percent of second units in San Mateo County are affordable to very low income households (55-80 percent total).

· About an additional 10-30 percent of second units in San Mateo County are affordable to low income households (75-100 percent total).

Craigslist

Based on Sept. 2008 Craigslist research (see Appendix B for details), paid second units in San Mateo County have a median cost (rent plus utilities) of $1,225, with a first quartile to third quartile range of $1,200 - $1,400. 

To calculate affordability ratios, we included an assumption that 55 percent of second units are unpaid and are occupied by family members, caretakers, or household employees (based on the Woodside, Portola Valley and Los Altos Hills surveys; see below section “Most Second Units Are Free.”). Affordability ratios based on Craigslist data plus this assumption are as follows (information is the same for one and two-person households): 

· About 55 percent of second units in San Mateo County are affordable to extremely low income households. All of these are unpaid second units.

· An additional 7 percent of second units in San Mateo County are affordable to very low income households (72 percent total).

· An additional 27 percent of second units in San Mateo County are affordable to low income households (99 percent total).

The number of units identified by the Craigslist study is small, and therefore the above numbers can be taken as a guideline only.

Portola Valley Survey
Based on a 2001 Portola Valley survey of second units (22 occupied units in total), paid second units have a median cost (rent plus utilities) of $938, with a first quartile to third quartile range of $625 - $1,400 (see Appendix D for details). 

Affordability ratios for households based on this data, which include unpaid second units occupied by family members, caretakers, or household employees, are as follows:

· About 55 percent of second units in San Mateo County are affordable to extremely low income households. 

· An additional 8 percent of second units in San Mateo County are affordable to very low income 1-person households (63 percent total).

· An additional 19 percent of second units in San Mateo County are affordable to low income households (82 percent total).
· An additional 4 percent of second units in San Mateo County are affordable to moderate income 1-person households (86 percent total), while an additional 14 percent of second units are affordable to moderate income 2-person households (96 percent total).
The number of units reported in the Portola Valley survey is extremely small, and therefore the above numbers can be taken as a rough guideline only.

Woodside 2000 Second Unit Survey 
In 2000, Woodside surveyed its property owners about second units. Rent ranges rather than specific rents were reported, so only rough estimates of median rent and affordability can be calculated. Median rent for paid second units is in the $1,001 to $1,500 range. 

Rough affordability ratios for households based on this data, which include unpaid second units occupied by family members, caretakers, or household employees, are as follows (information is the same for one and two-person households; see Appendix D for year 2000 affordability thresholds):

· About 68 percent of second units in San Mateo County are affordable to extremely low income households. 

· An additional 6 percent of second units in San Mateo County are affordable to very low income 1-person households (74 percent total).

· An additional 5 percent of second units in San Mateo County are affordable to low income households (79 percent total).
· An additional 15 percent of second units in San Mateo County are affordable to moderate income households (94 percent total).
Rent ranges were as follows:
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115 of the units listed as having rents under $500 were occupied with no cash rent by relatives, caretakers, or employees. 
Unfortunately, the survey response rate was low (18.7 percent), so that not all second units were reported, and it is unclear whether unreported second units might vary from reported ones regarding affordability. Therefore, the above analysis should be taken as a starting point only. 

Los Altos Hills Second Units Survey

Los Altos Hills, just across the border in Santa Clara County, conducted a survey of property owners in 2002, receiving 205 responses from second unit owners. Of those units that were occupied (53 percent of the total), affordability rate were as follows: 

· About 40 percent of second units in San Mateo County are affordable to extremely low income households. 

· An additional 12 percent of second units in San Mateo County are affordable to very low income 1-person households (53 percent total).

· An additional 20 percent of second units in San Mateo County are affordable to low income households (73 percent total).
The Los Altos Hills survey did not allow for analysis to estimate what percentage of the remaining units were affordable to moderate income residents.

Apartment Complex Rentals (RealFacts)
Based on data from RealFacts, large apartment complex rentals in San Mateo County have a median cost (rent plus utilities) of approximately $1,650, with a first quartile to third quartile range of about $1,465 - $1,950.

Affordability ratios for studios through 1BR apartments in large complexes are presented here, since most second units are these smaller sizes. (Ratios for studios through 2BR/1BAs are presented in Appendix E.) Second units tend to be less expensive than rental apartments with the same number of bedrooms (see section below “Second Unit Rentals are More Affordable than Rental Apartments”). Thus, these figures probably provide a lower bound for the likely affordability of second units in the county, even though 2BRs are omitted. 

For one-person households, affordability ratios are as follows:

· 0 percent of apartment complex studios and 1BR apartments in San Mateo County are affordable to extremely low income 1-person households. 

· About 2 percent of apartment complex studios and 1BR apartments in San Mateo County are affordable to very low income 1-person households.

· About an additional 48 percent of apartment complex studios and 1BR apartments in San Mateo County are affordable to low income 1-person households (50 percent total).
· About an additional 35 percent of apartment complex rentals in San Mateo County are affordable to moderate income 1-person households (85 percent total).
For two-person households, affordability ratios are as follows:
· 0 percent of apartment complex rentals in San Mateo County are affordable to extremely low income 2-person households. 

· About 5 percent of apartment complex rentals in San Mateo County are affordable to very low income 2-person households.

· About an additional 51 percent of apartment complex rentals in San Mateo County are affordable to low income 2-person households (66 percent total).
· About an additional 29 percent of apartment complex rentals in San Mateo County are affordable to moderate income 2-person households (95 percent total).
Average large apartment complex rents in San Mateo County in 2008 were (RealFacts 2nd quarter 2008):

· Studio:
 
$1,151

· Junior 1BR: 
$1,473

· 1BR:

$1,583

· 2 BR/1BA:
$1,870

The spreads of large apartment complex rents in San Mateo County in 2008 were (RealFacts 2nd quarter 2008):

· Studio:
 
$750 
–    $1,735

· Junior 1BR: 
$1,200 
–    $1,780

· 1BR:

$900 
–    $2,640

· 2 BR/1BA:
$1,000 
–    $3,173

U.S. Census

Based on the 2000 census, the median gross rent (rent plus utilities) in San Mateo County in 1999 was $1,144/month, and the spread of contract rent (rent, not including utilities) from the lower quartile to upper quartile was $837-$1,426. For 2006, the median gross rent was $1,327, and the spread of contract rent from lower to upper quartile was $979-$1,679.  

Second Units Are About as Affordable as They Were in 2000 

Apartment rental rates in San Mateo County rose by about 17 percent from 1999 to 2006 (U.S. Census). Median incomes have risen in proportion to the overall apartment rental rates, rising by about 15 percent, so the proportion of second units that are affordable has probably not changed much since 2000. 

The U.S. Census reports a median income of $70,819 for 1999, and $83,109 for 2007. Based on the 2000 census, the median gross rent (rent plus utilities) in San Mateo County in 1999 was $1,144/month, and the spread of contract rent (rent, not including utilities) from the lower quartile to upper quartile was $837-$1,426. For 2006, the median gross rent was $1,327, and the spread of contract rent from lower to upper quartile was $979-$1,679.  
Interestingly, rents in 2007 for large apartment complex rentals in San Mateo County have not risen along with overall rents (based on data from RealFacts), but are approximately the same as they were in 2000, making them relatively more affordable now (see Appendix A for details).
 

Most Second Units are Free, and Therefore Affordable

About 55 percent of second units are completely free. Based on surveys conducted in Woodside in 2000, Portola Valley in 2001 and Los Altos Hills in 2002, most second units are free, and therefore affordable to very low income households. In Woodside, out of 178 second units with permanent residents, 120 second units were occupied by family members, caretakers, or household employees who were not paying rent, meaning that 67 percent of second units had rents of zero. In Portola Valley, 10 out of 22 second units were occupied without rent by family members, caretakers, or household employees, constituting 45 percent of all second units. In Los Altos Hills, 49 out of 120 were similarly occupied, a total of 41 percent. This means that in total, 179 out of 320, or 56 percent of surveyed second units in San Mateo County, were occupied without rent.

However, this number varied significantly between the three surveys, so it will be important to gather additional data through future surveys to arrive at a more precise figure.
Second Unit Rentals are More Affordable than Rental Apartments 
Second units that charge rent are 16-28 percent more affordable than large apartment complex rentals.
Craigslist

A September 2008 review of all second units listed for rent in San Mateo County on Craigslist reveals that second units are significantly less expensive than units with the same number of bedrooms in large rental apartment complexes.  

The following table and graph compare average costs of second units to costs of rentals in apartment complexes with 50+ units:
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(Sources: Craigslist (see Appendix B); RealFacts (data for 2nd Quarter 2008). See Appendix C for details on utility adjustments.)

2000/2001/2002 Surveys

Surveys in Woodside, Portola Valley and Los Altos Hills in 2000-2002 confirm the above analysis. The average rent for second units in Portola Valley in 2001 was $1,014, the median rent for second units in Woodside in 2000 was $1,000-$1,500, and the median rent in Los Altos Hills was between $876-$995, significantly lower than the overall average apartment rent in San Mateo County of $1,760 in 2000 and $1,785 in 2001.  

Second Units are Smaller Than Apartment Complex Rentals
Second units tend to be smaller than large apartment complex rentals, which contributes to their affordability. Most second units are studios and one-bedrooms, while most rental apartments are one-bedrooms and two-bedrooms, as shown in the following chart:
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(Sources: Second units - Craigslist (see Appendix B), Apartment complexes – RealFacts, 2008 data.)

The survey conducted by Woodside in 2000 demonstrates the same trend, with an even stronger tendency towards smaller second units – full data is shown in the following table:

	 
	Second Units
	All Apartments

	 
	Craigslist
	Woodside Survey
	Los Altos Hills Survey
	RealFacts

	Studio
	39%
	50%
	39%
	9%

	1 Bedroom
	35%
	23%
	42%
	42%

	2 Bedroom
	27%
	23%
	19%
	41%

	3 Bedrooms+
	NA
	3%
	NA
	8%


Square footage data for second units in San Mateo County is not available, but it is likely that second units have lower square footage as well, contributing to their relative affordability.

Appendix A: Average Apartment Complex Rents in San Mateo County, 2000-2008
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Rents for large apartment complexes (50+ units) in San Mateo County in 2008 are essentially the same as in 2001 – specifically, average rents are 0.2 percent lower in 2008. Studio apartments are the only category of small rentals with a non-trivial change between 2001 and the present: they are now about 6 percent less expensive.

	
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	% change 2001 to 2008

	Avg. Rent
	$1,760 
	$1,785 
	$1,511 
	$1,416 
	$1,394 
	$1,424 
	$1,555 
	$1,683 
	$1,782 
	-0.2%

	studio
	$1,142 
	$1,227 
	$1,032 
	$925 
	$921 
	$933 
	$1,040 
	$1,117 
	$1,155 
	-5.9%

	jr 1bd
	$1,562 
	$1,489 
	$1,202 
	$1,135 
	$1,095 
	$1,135 
	$1,277 
	$1,413 
	$1,487 
	-0.1%

	1bd 1bth
	$1,593 
	$1,586 
	$1,339 
	$1,260 
	$1,237 
	$1,267 
	$1,387 
	$1,506 
	$1,586 
	0.0%

	2bd 1bth
	$1,748 
	$1,857 
	$1,590 
	$1,469 
	$1,434 
	$1,440 
	$1,572 
	$1,723 
	$1,841 
	-0.9%

	2bd 2bth
	$2,279 
	$2,230 
	$1,899 
	$1,766 
	$1,742 
	$1,797 
	$1,950 
	$2,086 
	$2,217 
	-0.6%

	2bd TH
	$1,910 
	$2,068 
	$1,724 
	$1,652 
	$1,584 
	$1,617 
	$1,712 
	$1,839 
	$1,966 
	-4.9%

	3bd 2bth
	$2,427 
	$2,840 
	$2,327 
	$2,221 
	$2,309 
	$2,283 
	$2,435 
	$2,590 
	$2,772 
	-2.4%

	3bd TH
	$1,987 
	$2,204 
	$1,993 
	$1,830 
	$1,768 
	$1,783 
	$1,934 
	$2,159 
	$2,244 
	1.8%


Source: RealFacts Online

Appendix B: Second Units Listed on Craigslist (Sept. 16-23, 2008)

[image: image7.emf]Price BRs Jurisdiction

$700 0 Daly City

$810 0 San Bruno

$850 0 San Bruno

$1,150 0 San Mateo

$1,200 0 Coastside/Pescadero

$1,200 0 Daly City

$1,200 0 Pacifica

$1,200 0 Redwood City

$1,200 0 Redwood City

$1,250 0 Menlo Park

$950 1 San Bruno

$975 1 Brisbane

$1,200 1 Burlingame

$1,200 1 Redwood City

$1,300 1 San Mateo

$1,400 1 Redwood City

$1,400 1 South San Francisco

$1,500 1 Redwood City

$1,500 1 South San Francisco

$1,285 2 San Bruno

$1,300 2 Daly City

$1,350 2 Palo Alto

$1,350 2 South San Francisco

$1,350 2 South San Francisco

$1,500 2 Daly City

$2,200 2 South San Francisco


This data is based on 26 Craigslist posts dated Sept. 16-23, 2008. The posts were selected from apartments for rent based on including the term “in-law,” which is a clear, consistent indicator of a second unit. 

Fourteen units had utilities included; four listed exact utility costs, and were adjusted upward accordingly.  For the remaining eight units, it was unknown whether utilities were included. For these units, costs were adjusted upward by the normal utility cost for a unit of that size multiplied by the likelihood that utilities were included.

Appendix C: Utility Cost Adjustments

RealFacts does not include utility costs in its listing for apartment complex rents, so costs for apartments listed on RealFacts are computed as rent plus normal utility cost for a unit of that size. Based on HUD data, utility costs for San Mateo County for 2007 were: 

· Studio – 
$130/month
· 1-BR – 
$155/month
· 2-BR –  
$181/month
Appendix D: Portola Valley 2001 Survey Data
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An additional 10 units were occupied at no cost by family members, caretakers, or household employees.

Affordability Calculation Methodology: Affordability for Portola Valley second units was calculated based on affordability thresholds for 2000, which are as follows:
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                     Data source: HUD 
Appendix E: Affordability of Studios through 2BR/1BA Apartments in Large Apartment Complexes

(Data from RealFacts 2008.)

Affordability ratios for one-person households based on this data are as follows:

· 0 percent of apartment complex rentals in San Mateo County are affordable to extremely low income 1-person households. 

· 1 percent of apartment complex rentals in San Mateo County are affordable to very low income 1-person households.

· About an additional 40 percent of apartment complex rentals in San Mateo County are affordable to low income 1-person households (41 percent total).
· About an additional 24-39 percent of apartment complex rentals in San Mateo County are affordable to moderate income 1-person households (65-80 percent total, or about 72 percent).
For two-person households, affordability ratios are as follows:
· 0 percent of apartment complex rentals in San Mateo County are affordable to extremely low income 2-person households. 

· About 4 percent of apartment complex rentals in San Mateo County are affordable to very low income 2-person households.

· About an additional 55 percent of apartment complex rentals in San Mateo County are affordable to low income 2-person households (63 percent total).
· About an additional 30 percent of apartment complex rentals in San Mateo County are affordable to moderate income 2-person households (93 percent total).
Produced by San Mateo County Department of Housing and Baird + Driskell Community Planning.
Source: RealFacts Online





Average Asking Rent in San Mateo County – All Classes











� We plan to investigate this finding further, to test whether it might possibly be due to different complexes being included in the RealFacts database at different time periods or some other statistical artifact.
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