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Median-income buyers in the Reno area being

priced out of the market
SUSAN VOYLES

RENO GAZETTE-JOURNAL
Posted: 10/4/2006

Read or post comments (story chat below)

Employers say high local housing prices make
it tougher to recruit workers from many regions
of the country, prompting fears that some
companies may not want to come here after
scanning home prices on the Internet.

Local officials also fear that young people will
move away, creating a "brain drain."

Matt Pritchard, 22, a junior at the University of
Nevada, Reno, for instance, said he doesn't
believe he'll get into his first home for at least
10 years after he pays off his student loans. He
plans to attend law school and would want to
return to Reno if he can afford to buy here.

"It's incredibly intimidating," said Pritchard, who
shares an apartment in southeast Reno.

For a conventional loan for a $250,00 starter
home, for instance, a typical prospective
homeowner is looking at a down payment of
$50,000. The median price of existing homes in
Reno/Sparks in August stood at $325,000,
down 10 percent from a year ago.

But that's still more than double the $150,000
price of the median-priced home in 2000.

"I'm concerned about our future," said Reno
Councilwoman Jessica Sferrazza, who won
council support in March to create an affordable
housing task force.

"Unfortunately, some of our housing prices are
comparable with California, and they pay higher
wages than we do."

After hearing that affordable housing is an
economic problem, as well as a social one,
Sparks and Washoe County elected officials
said they will consider joining Reno in creating
a regional task force on the issue. The three
government bodies met Monday to discuss the
issue.

They heard that more people are living in
apartments with little hope of home ownership,
which for years has been considered the
backbone in building strong communities. The
Reno task force, including 30 top professionals
in the field, signifies the extent and complexity
of the housing issue.

Sferrazza, 33, who is attending classes at the
University of Nevada, Reno, said she's
concerned about the young people she's met
this year, including Pritchard. "Young couples
who can't afford to qualify for a house, even a
starter home. More and more, the American
dream is slipping away."
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POLITICAL BARRIERS:

e Leadership: More successful areas have leaders who
identify housing as a top priority.

e Planning: Inconsistent planning has occurred in the
region.

e Education: People need to be more aware of
connections among housing, economic development,
education and quality of life.

e Changing perceptions: People consider affordable
housing as a NIMBY (Not In My Back Yard) issue even
though it's housing for working people.

Regulatory barriers:

e Government fees can add $8,000 to $12,000 per
housing unit.

e Special use permits and zoning: Add more fees and
time delays.

Development barriers:

e Land: Rising costs and decreasing supply.

e Water rights: Cost has increased by more than
1,000 percent since 2004.

e Construction materials: Costs have risen more than
30 percent in two years.

e Infrastructure: Costs of building roads and other
infrastructure can kill a project.

e Insurance: Costs nearly doubled over past decade,
representing 1-3 percent of project cost.

Source: Barriers to Affordable Housing Development in
Washoe County study prepared by Praxis Consulting
Group of Reno.
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On the Web: Praxisreno.com Go to services and then
research to see the full 134-page report, partially
based on interviews with 40 developers, contractors,
bankers and others.

President Phil Ringle agrees.

"It might be the first generation of young people
who graduate college, take jobs and are not
going to better their parents for their first
housing," Ringle said.

Eric Young, a Washoe County planner, told
local officials Monday that an unprecedented
spike in housing prices has become an issue in
recruiting new business and retaining existing
businesses.

"When it comes right to the edge of signing the
dotted line, employees can't afford to live here,"
Young said. He was referring to a local
economic report on the difficulties of existing
businesses recruiting skilled workers here from
anywhere except California.

Chuck Alvey, Economic Development Authority
of Western Nevada executive director, said he
has yet to hear from a company that was close
to coming here but backed away because of
housing prices. But he said some companies may reject the Reno area after initial research on
real estate prices, making no contacts with his agency at all.

advertisement

International Game Technology, the state's largest manufacturer, with 2,600 employees at its
Reno headquarters, has struggled with the real estate issue.

"IGT has seen that the high housing prices in this area, together with a low presence of
technology companies, have drastically reduced our ability to lure qualified candidates to Reno
from other areas of the country," said Greg Ferro, IGT recruitment director. He said the company
has had some recent success in lllinois and the Northeast where property taxes and housing
prices have escalated in recent years.

Ringle said the issue was more pressing a year ago at TMCC when several prospective faculty
members backed off after checking housing prices. But he said it's still an issue.

To make a difference, Young said local leadership was cited as the No. 1 problem in interviews
with 40 housing-related executives in a new affordable housing barriers study for the Truckee
Meadows Growth Task Force headed by Phil Satre, retired chairman/CEO of Harrah's.

"Unfortunately, they are talking about you," Young said, as he addressed the Reno and Sparks
City Councils and the Washoe County Commission in commission chambers. "As leadership
steps up in other regions, the problem goes away."

Housing help

Renown Regional Medical Center, formerly known as Washoe Medical Center, is taking the
issue head on.

It is cooperating with a builder to construct 164 town homes near the hospital, offering them in
the mid-$200,000 price range for employees who make less than $80,000 a year.

Eric Novak, the author of the new barriers study and a member of the Praxis Consulting Group in
Reno, said Reno apartments are nearly full and rents are rising because people aren't moving
on to new homes.

"In 2000, people went from renting to housing. But they aren't able to do that anymore. They're
stuck."

And many people must have a roommate to afford an apartment.

Options

The Sparks City Council and the Washoe County Commission on Monday unanimously agreed
to consider joining the task force at their next meetings.

After meeting twice in September, the Reno task force has created subcommittees to work on
the issues outlined in the barriers study. It also is preparing a position paper for the approval of
local officials on 13 recommendations on affordable housing made by a legislative subcommittee
in June. They will be forwarded to the Legislature next year.

One of the recommendations includes using one-time, surplus funds for grants for low-income
housing. On the local front, the task force is working on local policies and regulations to reduce
barriers to housing.

Local officials were urged to consider adopting the same policies for affordable housing so
developers don't shop from one jurisdiction to another.

If one entity requires developers to set aside a percentage of affordable units, then the other
governments should do the same, said Rob Joiner, a Sparks city lobbyist who has been involved
in planning and redevelopment in the region for 30 years.

Hummers and housing
Joiner would like to see a report on the profit margins of local builders.

Joiner said he'd rather see builders reduce their prices than offer Hummers or $20,000 to
$30,000 in free upgrades. "But they want to keep prices up," he said.

Richard Salas, 26, a University of Nevada, Reno graduate student studying planning issues, said
he was fortunate to have a grandfather help him buy a house in 2002 and set him up in
business.



But he said most graduate students he knows can't afford to buy. As for those who bought a
house, he said, "they are living out in Fernley, or they have a lease/purchase option."

Whatever is done in the name of affordable housing, Joiner said local officials will have to
balance that against taking money out of taxpayers' pockets. And if government does offer a
break, he said it must be structured so the builder isn't simply making more money.





