Liale: [ T L4
[ D

Submitted in_ffa U3 ;"‘*"{% Committee

Council File No:_{ 4 —eit 1 3

REPORT FROM

ltem No.: 7

OFFICE OF THE CITY ADMINISTRATIVE'OEFICER

Date:  April 9, 2014 CAOFile No.  0220-00540-1039
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Councl District: Various

To: The Council

The Mayor .
From: Miguel A. Santana, City Administrative Oﬁicﬁ@/‘/

Reference: Transmittal from the former Los Angeles Housing Department dated April 3, 2013;
received by the City Administrative Officer on April 9, 2013; additional information
provided by the Controlier and the Housing and Community Investment Depariment
between July 2013 and April 2014

Subject: REQUEST FROM THE LOS ANGELES HOUSING DEPARTMENT TO ASSESS
FEES RELATED TO AFFORDABLE HOUSING LAND USE COVENANTS AND
REGULATORY AGREEMENTS

SUMMARY

The Housing and Community Investment Department (HCID), formerly the Los Angeles Housing
Department (LAHD), requests authority to amend Section 19.14 of the Los Angeles Municipal Code
(LAMC) to establish fees for the preparation and enforcement of affordable housing land use
covenants that result from the Density Bonus Ordinance No. 178684. The fees will recover the
administrative costs of performing the work, which has been subsidized by the Municipal Housing
Finance Fund (MHFF).

The Department proposes five categories of fees related to the preparation and enforcement of
affordable housing covenants. The fees would be paid by developers per project or per unit,
depending on the type of work being performed. The fees would be paid when a developer submits
an application. The proposed fees are included in Table 1 of this report. Based on the projected
annual number of projects, HCID estimates that the new fees, if adopted, will generate $1,336,606
per year in additional revenues to the City.

During the last year, this Office met with staff from HCID, the Controller and City Attorney to
determine the best methodology for calculating the proposed land use covenants fees. As a result of
those meetings, HCID updated Attachment © of their original transmittal, which listed the proposed
fees. The revised Attachment 9 is included as Attachment A of this report. This Office has reviewed
the revised fees and concurs with the fees and the methodology for fee establishment.
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_ Table 1
Proposed Fees for the Preparation and Enforcement of Affordable Housing Covenants
, Cost Annuai Annuai
Fee Category Fee - Basis Volume Revenue
Affordable Housing Covenant Preparation $5,809 |  Project 61 $365,932
Affordable Housing Covenant Assumptions and Terminations 1,283 | Project 5 68,413
Affordable Housing Covenant Amendments ' 5989 | Project 5 29,094
Affordable Existing Residential Unit Determination per Section 908 Unit 1 968
4.4 of the Interim Procedures
Affordable Housing Provision Plan Review per Section 7.4 of 1,257 | Project 73 91,759
the Interim Procedures
Affordable Housing Covenant Monitoring Fee . 206 | Unit/Year 4085 841,510
Total Annual Revenue $1,336,606
Background

The Council adopted a Motion (C.F. 05-1324) in February 2008 amending the LAMC to implement a
density bonus program as required by State law. The resulting Ordinance No. 179681 includes
affordable housing incentives. However, the fees associated with the Ordinance, which were to be
charged and coliected by HCID for the preparation and enforcement of the affordable housing
covenants, were not included when the Ordinance was adopted. The HCID and the City Atiorney
prepared and submitted the proposed fees and the amendment to the Ordinance in the April 2013
transmittal. A revised Ordinance is included as Attachment B to this report.

Methodology

Best management practices ensure that fees are fair and equitable and represent the estimated and
reasonable cost of services. The methodology employed by HCID is a widely-known and accepted
approach to cost analysis where the time spent per unit of fee activity is determined for each position
assigned to the process. The times are totaled and then used to calculate all applicable City costs .
which typically include direct salaries and benefits, operating services and supplies, deparimental and
divisional overhead, and citywide overhead costs.

The Department follows a work-flow diagram that describes the steps to process land use covenants.
To determine the amount of time spent, HCID staff interviewed and timed the personnel directly
responsible for each task. For example, in the headings for columns 2 and 6 of the attached fee study
spreadsheet, “Analyst” refers to Management Analyst Is, Management Analyst s and Management
Assistants. The “Clerical” staff in the headings for columns 3 and 7 refers to Clerk Typists and Senior
Clerk Typists.

The amount of time, expressed in hours, was totaled by position and then multiplied by the average
hourly salary rate for the position. The salaries were obtained from the 2014-15 Wages and Count
(WC) which averages the gross salaries of all employees within the same classification in a given
Department to account for the different salary levels created by salary steps and bonuses. In this
case, since several classifications may perform the same tasks, HCID calculated the salaries by
averaging the WC salaries for positions that make up the group. For example, in the “Clerical” group,
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the WC salaries for Clerk Typist and Senior Clerk Typist were averaged to create the hourly Salary
amount in column 7.

To calculate indirect costs such as fringe benefits and building leases, HCID multiplied the direct
salary costs by the rates established in the 2013-14 Cost Allocation Plan (CAP) 34 prepared by the
Controller. In addition, the fees include contract costs for the City’s occupancy monitor. if adopted,
the new fees will recover the costs associated with performing the work and will relieve the burden on
the MHFF for these services.

This Office has reviewed the revised fees and concurs with the fees and the methodology for
establishing the fees. The revised fees are in compliance with the City’s Financial Policies requiring
- full cost recovery for special services. The Department projects that the new fees will generate
$1,336,606 per year in revenues. The HCID included $1,236,722 in revenue from the fee in their
proposed 2014-15 Budget, which will be considered by Council after it is released by the Mayor. The
revenue is listed in Schedule 48, Municipal Housing Finance Fund.

Once the 2014-15 Budget is adopted, this Office will assist HCID to ensure that the fee revenues
cover the actual costs of the work. The Department will need to review the fees periodically to confirm
that the fees are appropriate for the work performed. If the actual costs increase over time, fee
increases will need to be considered. Otherwise, there may be an impact io the General Fund, as the
MHFF may not be able to absorb the difference between the fee and the actual cost of the work
performed.

RECOMMENDATIONS
That the Council, subject to the approval of the Mayor:

1. Adopt the proposed Ordinance amending Section 19.14 of the Los Angeles Municipal Code in
Attachment B of this report, subject to the review of the City Attormey;

2. Authorize the Controller to establish a new revenue source titled Affordable Housing Covenant
Administration Fees within the Municipal Housing Finance Fund (MHFF) No. 815, in which to
deposit fees collected pursuant to Los Angeles Municipal Code Section 19.14, as amended;
and

3. Authorize the General Manager, Housing and Community Investment Department (HCID), or
designee, to prepare Controlier instructions and make any necessary technical adjustments
consistent with the Mayor and Council actions on this item, subject to the approval of the City
Administrative Officer (CAQ), and authorize the Controller to implement the instructions.

FISCAL IMPACT STATEMENT

The proposed fees in this report are estimated to generate $1,336,606 per year in revenues to the
City. The recommendations in this report comply with the City’s Financial Policies as the proposed
fees are fair and recover the full cost of providing services.

MAS:MMR.02140087C

Attachments
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ATTACHMENT B
Ordinance amending Sec 19.14 of the LAMC

ORDINANCE NO.

An ordinance amending Section 19.14 of Article 9, Chapter 14 of the Los
Angeles Municipal Code relating to fees to the preparation and enforcement of
affordable housing covenants.

THE PEOPLE OF THE CITY OF LOS ANGELES
DO ORDAIN AS FOLLOWS:

Section 1. Section 19.14 of Article 9, Chapter 14 of {he Los Angeles
Municipal Code is amended to read:

(a)  The following fees shall be charged and collected by the Los Angeles
Housing and Community Investment Department (HCIDLA) for the preparation,
including but not limited to any and all requested amendments, and enforcement
of the affordable housing covenants described in:

(1)  Sections 12.22 A25(h)(1) through (3) of this Code;

(2)  Sections 12.22 A.29(d}(1) through (2) of this Code;

(3)  Section 151.28.B.1 of this Code;

(4)  Section 7.5.1 of the Interim Procedures for Complying with the
Mello Act in the Coastal Zone Portions of the City of Los Angeles
(Interim Procedures).

Type of Application Fee
Affordable Housing Covenant Preparation Fee $5,999/project
Affordable Housing Covenant Assumptions and

Terminations $1,283/project
Affordable Housing Covenant Amendments $5,999/project
Affordable Existing Residential Unit Determination per

Section 4.4 of the Interim Procedures $998/unit
Affordable Housing Provision Plan Review per Section 7.4 -

of the Interim Procedures $1,257/project
Affordable Housing Covenant Monitoring Fee $206/unit/year

(b)  The fees in Section 19.14(a) shall also be charged and collected for any
and all affordable housing covenants which may come fo fall under the
jurisdiction of HCIDLA, including but not limited to those from the former
Community Redevelopment Agency of the City of Los Angeles.

(c) The provisions of this ordinance shall be operative as of , 2014,



