MOT JPING & LAND USE MANAGEMENT

The Los Angeles City Council established the Central City West Specific Plan on April 3, 1991, under
Ordinance No. 166,703. The Specific Plan was last updated on December 27,2009, under Ordinance No. 180,983.
Section 11, Subsection C ofthe Specific Plan imposed on new residential and residential mixed-use development
projects with ten or more dwelling units an inclusionary housing requirement to construct affordable housing
units or pay an alternative in-lieu payment to fund the construction of affordable units.

In 2009, in Palmer/Sixth Street Properties, L.P. v. City ofLos Angeles (2009) 175 Cal.App.4th 1396
(Palmer), the Second District Court of Appeal held that the Specific Plan’s inclusionary housing provisions for
rental units, including the affordable housing and in-lieu payment provisions, were preempted by the state Costa-
Hawkins Rental Housing Act. Since the 2009 Palmer decision, the City has treated the Specific Plan’s
inclusionary housing requirement for residential rental units as unenforceable, and entitlement applicants have
prepared and processed their requests for project compliance in reliance on the City’s position.

On September 29, 2017, Assembly Bill 1505 was signed into law by the Governor. AB 1505 authorizes
the legislative body of any county or city to adopt ordinances to “require, as a condition of development of
residential rental units, that the development include a certain percentage ofresidential rental units affordable to,
and occupied by, households with incomes that do not exceed the limits for moderate-income, low income, very
low income, or extremely low income households” as specified in State Law. AB 1505 further states the
ordinance shall provide alternative means of compliance that may include in-lieu fees. Furthermore, AB 1505’s
recitals state it was enacted with the express purpose of allowing the inclusionary housing provisions held
preempted by the Palmer decision. AB 1505 became effective on January 1, 2018.

To ensure the fair and equitable imposition of the Specific Plan’s inclusionary housing requirements,
which have not been enforced since 2009, on proposed rental housing projects currently in the planning stages,
the City Council recognizes that a phased implementation of these requirements is necessary to protect the
reasonable expectations of entitlement applicants with planned residential and mixed-use projects in the land
development pipeline. On December 13, 2017, the Council approved the Affordable Housing Linkage Fee
Ordinance (Ordinance No. 185342) which included a phased implementation approach with respect to imposition
of the fee, thus allowing the real estate market to accordingly adjust and allow proposed developments in the
planning stages to factor in the imposition of affordable rental units or in-lieu fee payments in assembling
financing. A similar phased implementation approach would provide for sufficient advance notice, time and
opportunity to appropriately plan a new development. In addition, in order to avoid confusion and increase
certainty, the City ought to execute a deliberative process of informing stakeholders about its change of position
on the unenforceability the Specific Plan’s inclusionary housing requirement, given that its imposition at a late
stage in planning may have an adverse economic impact on project feasibility and ultimately housing production.
Additional clarifications are also necessary to ensure that the Specific Plan’s inclusionary requirements are
implemented consistently with the City’s Density Bonus Ordinance and State Density Bonus Law.

| THEREFORE MOVE that the Council instruct the Planning Department, in consultation with the City
Attorney, to prepare and present an ordinance to include in the Central City West Specific Plan the following
additional provisions:

a) For the first 120 days following the effective date of this ordinance, no inclusionary housing
requirement under Section 11 .C ofthe Specific Plan shall be imposed on any rental housing project
for which a Building Permit Application or complete planning or zoning entitlement application
has been or is submitted. For purposes ofthis ordinance, a complete planning or zoning entitlement
application is an application that has been accepted by the Department of City Planning and for
which the application fees have been paid or for which a vesting tentative tract map has been filed
and has been deemed complete. If an Applicant submitted a Building Permit Application or a
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b)

d)

complete planning or zoning entitlement application for a development project, that development
project shall not be subject to the re-established Specific Plan Section 1 1.C;

An Applicant for a rental housing project that is subject to Specific Plan Section 11 .C who submits
a Building Permit Application or a complete Planning or zoning entitlement application
(whichever is first):

a. 121 days following the effective date of this ordinance shall be required to provide one-
third of the total affordable requirement or in lieu payment specified under Specific Plan
Section 1 1.C;

b. 306 days after the effective date of this ordinance shall be required to provide two-thirds
ofthe total affordable requirement or in lieu payment specified under Specific Plan Section
I1.C;

c. 485 days or more after the effective date ofthis ordinance shall be required to provide the
total affordable requirement or in lieu payment specified under Specific Plan Section 11.C;

An Applicant for a rental housing project that is subject to the Affordable Linkage Fee Ordinance
under LAMC Section 19.18 may elect to pay the Affordable Housing Linkage Fee in lieu of
complying with the inclusionary housing requirements of Section 11.C ofthe Specific Plan. An
Applicant shall pay a cash deposit, as detennined by the Department of City Planning, which shall
collect and remit the deposited amount to the City Treasurer for deposit into the Central City West
Housing Fund, as established by Article 23, Section 5.115.6 of the Los Angeles Administrative

Code;

For the purpose of determining the required set aside under Specific Plan Section 11.C, “dwelling
units with the Project” shall have the same meaning as the term as “total units” or “total dwelling
units” in Government Code Section 65915(b)(3);

For the purpose of compliance with Specific Plan Section 11.C’s set aside requirement, an 8%
Very Low Income set aside may be provided as an alternative to a 15% Low Income set aside.
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