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EXECUTIVE SUMMARY

In January 1997, the Community Development & Design Forum in the School of Urban
Planning & Development at the University of Southern California was hired by the Community
Development Department, City of West Hollywood (City) to conduct a housing study to prepare
options for the City Council to consider for its direction in the future. This report explores the
existing conditions and housing needs, identifies housing constraints and opportunities, and
makes policy recommendations. The report is organized around four main themes and a number
of sub-themes. Following isabrief overview of the salient pointsin this report.

Community Needs Assessment

- Housing Trends & Needs

Constraints & Opportunities

- Housing Constraints

- Rent Stabilization Program

- Affordable Housing Production & Preservation

Public Participation

- Interview Survey of Community Leaders and Stakeholders

COMMUNITY NEEDS ASSESSMENT

The City of West Hollywood' s housing needs are determined by the demographic, social and
economic characteristics of its residents and the type of housing available to them. The
existing housing stock usually cannot meet al needs within a community, because life
situations change and different housing is needed at different stages of life. Therefore, this
Community Needs Assessment was designed to review various factors that indicate present
and future housing need as well as to identify constraints and opportunities to meet the
housing needs of City residents.

HOUSING TRENDS AND NEEDS

Changing Demographics. Over the past decade, West Hollywood residents have
become more diverse in race/ethnicity due to continued immigration from Eastern
Europe and a significant rise in the Hispanic population on the City’s Eastside.
Moreover, the City has become dstinguished by its high share of households
(75%) which do not fit the “traditional” definition of the family unit. These “non
family” households are comprised of older, predominantly single, and smaller
sized households -- many of whom are from the gay and lesbian community.

Improving Incomes: West Hollywood has seen an improvement in economic
conditions over the decade, marked by lower unemployment and higher incomes.
Thisis because a larger share of employed residents hold managerial, professional
and “white-collar” jobs and correspondingly fewer blue-collar jobs. Currently,
nonfamily households are better off financially than similarly situated ones in the
region, because their median income is 10% above the County median. Family
incomes aso improved, but are still 15% less than the County median.
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Aging Housing Stock: Because West Hollywood is aimost built out, the housing
stock has changed little over the past decade. The one exception is housing age.
By Year 2000, however, the City’s housing will approach a median age of about
forty years, passing the industry standard that requires major rehabilitation.
According to the 1997 Redevelopment Plan, 10% of housing on the Eastside will
require rehabilitation over the next 30 years--suggesting that housing maintenance
will be one of the key issues facing the City over the next decade.

Housing Costs According to the 1990 Census, home values have risen 175%
over the decade due to the City’s proximity to jobs and entertainment amenities.
Asaresult, the median home value of $350,000 is 50% above the County median.
The rental market has also changed dramatically. High rental housing costs have
lowered the rental vacancy rate below 4%, while rent stabilization policies have
caused median rent to decline 22% in real terms over the decade. However, the
City’s low vacancy rate coupled with vacancy decontrol legislation should place a
significantly stronger pressure on rent levels in the upcoming years.

Housing Affordability. Changes in household types, their economic status, and
the housing market have led to corresponding changes in housing overpayment.
The City’s median household incomes have risen by 6% in real terms from 1980
to 1990, while rental housing costs have plummeted by 22% in real dollars. Asa
result, renter overpayment has declined from 50% to 46% by 1990. In contrast,
overpayment among homeowners has soared. Because home values have risen
twice as fast as family household income (approximately 175% versus 90%),
homeowner overpayment has doubled from 20% to 41% over the decade.

Special Household Needs: West Hollywood is home to a large number of special
needs groups according to household age or composition, housing status,
economic status, health conditions, or other need. According to the 1990 Census,
18% of the City’s residents are elderly (65 years and older)--of which over 50%
earn very low income, 56% overpay for housing, and 9% have a mobility or self
care limitation. Other populations which are vulnerable include homeless persons,
female-headed families with children, large household--a disproportionate share
that earns very low income, live in overcrowded housing, and depend on public
ad.

Persons Living With HIV/AIDS: West Hollywood is home to a significant
number of people living with HIV/AIDS or persons supporting friends in need.

Approximately 10% of the City's population has people living with HIV /AIDS.
As shown later, West Hollywood and the gay and lesbian community have
demonstrated continued commitment to helping the physical, health and housing
needs of persons living with HIV/AIDS within the community.
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Low Income Households: The Federal Government’s Comprehensive Housing
Affordability Strategy (CHAS) shows that many households in West Hollywood
are in need of financial assistance; that is, they earn less than 80% of the median
income for the region and pay more than 30% of their gross income for housing.
According to the CHAS, 9,977 or 44% of all households are either lower income
or overpaying and gpproximately 32% of all households (or 7,124) are defined as
in need of financial assistance. Moreover, as of November 1996, approximately
13% of the City’s households or 4,038 persons are dependent on public
assistance.

Regional Needs. State Law requir es each city to develop policies to meet its “fair
share” of housing needs for all income groups within its community. This
regiona “fair share” concept is designed so that each city accepts responsibility
for meeting existing housing needs of its residents and those resulting from
projected growth in households. According to SCAG's Regional Housing Needs
Assessment (1988), West Hollywood's future housing need is 668 housing units
distributed across al income ranges (very low to upper) for the 1989-1997 period.
Based on current planning estimates, 90% of this allocation will be satisfied by
the Year 2003 -- putting the City’s progress substantially above most cities in the
region.

CONSTRAINTS& OPPORTUNITIES

The following section examines housing corstraints such as market, non- market constraints,
environmental constraints and government regulations. It also examines opportunities such
as rent dtabilization, impact of vacancy de-control and rent stabilization policy
recommendations. Furthermore, the report addresses issues relating to the institutional
performance of the non-profit sector, particularly the West Hollywood Community Housing
Corporation. A brief profile of the WHCHC is sketched in this section that includes
historical background, regional housing needs and WHCHC's contribution, performance
indicators, and source and uses of funds. In addition, opportunities and resources including
aternative financing mechanisms available at the federal, state, county and local level are
pointed out.

HOUSING CONSTRAINTS
In meeting the housing needs of residents in West Hollywood, the following
constraints arise:

Market Constraints West Hollywood faces a number of market constraints to
ensure an adequate level of housing reinvestment and maintenance. High land
costs, the slowdown in the rea estate, high vacancy rates, and financing issues
can encourage or significantly constrain the production and maintenance of
housing. Many of these market factors are independent and beyond control of
local policy. This is illustrated by the fact that 140 building permits have been
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pulled in recent months but not followed through due in part to the status of the
economy.

Governmental Regulations: Governmental regulations can significantly
encourage or discourage housing reinvestment in the City of West Hollywood.
As noted prior in this report, West Hollywood's land use controls, building and
safety codes, most fees and exactions, and residential development standards do
not appear to constrain housing reinvestment, because they are smilar to those in
surrounding cities.  Since the cost of developing or improving multifamily
housing among cities does not substantially differ, governmental regulations are
not considered to be a significant constraint to housing reinvestment.

Fees and Exactions. Although the City’s residentia development fees are
comparable with surrounding cities, the inclusionary housing ordinance is unique
to only Santa Monica and West Hollywood. Housing inlieu fees can raise the
cost of construction significantly above the rate found in surrounding cities.
Moreover, if a demolition fee is required to replace affordable housing, the costs
increase even further. In fact, the developer would have to pay up to double the
costs -- $81 psf for demolition, plus $75 psf. in construction costs to build units.
These costs could effectively discourage the recycling of old multifamily units.

Environmental Constraints The City’s Genera Plan identifies a number of
other environmental conditions which may affect the maintenance, improvement
and development of housing. These include noise levels due to increased traffic
and land use patterns, an aging infrastructure requiring additional capital
investments, and a severe shortage of parks and recreation land. However, many
of these constraints are addressed through the City’s fees and exactions. Thus,
environmental constraints do not appear to unduly affect housing reinvestment.
Moreover, blighted conditions are addressed through the redevel opment process.

Rent Stabilization

Rent Stabilization has been a key component of the City of West Hollywood's housing
program since incorporation. The City has recognized the need to maintain population
diversity, and to protect vulnerable sectors of the population (low/moderate income, elderly
and disabled residents, in particular) from the uncertainties of wide fluctuationsin rent levels.
In this regard, maintaining a stock of affordable housing has been identified as an important
strategy to maintain diversity. And rent control has been an important mechanism for
maintaining housing affordability. The report reviews existing policies and programs of the
City, examines the impacts of rent stabilization on housing affordability, and describes the
implications of the Cost-Hawkins legidation on rent affordability.

Rent Stabilization: Existing Policies and Programs: The Rent Stabilization
Ordinance is the key policy instrument of the Rent Stabilization Program. It was
intended to address concerns about excessive rent increases that may displace low
and moderate income tenants. It aims to moderate and monitor the rate of rent
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increases for rental housing in the City, to ensure that such housing is maintained
a a reasonable standard, and to mediate differences between tenants and
landlords.

The Effects of Rent Stabilization: Rent Stabilization has had the effect of
moderating rent increases, and of maintaining City rent levels below those of
surrounding areas. A comparison of average rents in West Hollywood and those
of seven adjacent tracts to the north and east of the City reveals that while average
rents in the City exceeded those of surrounding areas in 1980, ($334 compared to
$296), they had dropped well below the average level of surrounding areas ($621
compared to $691) by 1990. Moreover, average rent increases in the City for the
period 1980 to 1990 were lower than those of surrounding areas (87.2% compared

to 134.5%).

- There has also been a relative improvement in housing affordability among
renters in the City. In 1990 over 46% of rentersin West Hollywood paid more
than 30% of their incomes for gross housing costs, compared to 51% for the
City of Los Angeles. Between 1980 and 1990, the percent of households that
were paying more than 30% of their incomes in rent dropped from 50% to
46%.

- Although housing affordability in the City has improved, the number of rental
units, as well as the number of rent controlled (or non-exempt) units has
declined. Between 1980 and 1990 the number of rental units in the City
decreased by 9.9%, compared to a 5.6% decrease among the four west side
cities of Santa Monica, Culver City, West Hollywood and Beverly Hills.
Between 1987 and 1996, there was a 12.9% drop in the number of non
exempt units, from 18,060 to 15,737 - aloss of 2,323 rent controlled units.

- Thetrend among renters in respect of length of stay in the same place has also
been positive. The share of short term tenants (those in the same unit for less
than a year) is decreasing (from 34% in 1980 b 25% in 1990) while the
number of long term tenants (those remaining in the same unit for over 10
years) isincreasing (from 13% in 1980 to 24% in 1990).

- Rent Stabilization also had the effect of reducing the vacancy rates of rental
units in West Hollywood. In 1980 the vacancy rate among rental apartments
was 4.9% compared to 3.9% for LA. In 1990 the rate for West Hollywood
dropped to 3.9% while the rate in LA increased to 6.6%.

The Costa-Hawkins Rental Housing Act: The Effects of Vacancy De-Control:
The Costa-Hawkins Rental Housing Act, passed in 1995, enforces gradua state-
wide de-control of rent controlled housing as vacancy occurs. Thus, limits on rent
increases, such as those formerly contained in the West Hollywood Rent
Stabilization Ordinance, will be gradualy eliminated. However, The Costa-
Hawkins Act affects only those units that are voluntarily vacated, and those that
become vacant through eviction for non payment of rent. Other provisions of the
Rent Stabilization Ordinance remain largely intact.
- Although it is generally accepted that the Costa-Hawkins Act will result in
higher rates of rent increases, the extent and the rate of such increases is
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difficult to predict because the number of units subject to de-control will
depend on turnover rates. It is likely that turnover rates will increase as
landlords push to have tenants vacate units in order to implement rent
increases. But these trends will, to some extent at least, be counteracted by
the will of tenants to remain in place for longer periods in order to take
advantage of rent control.

- The CostaHawkins Act will probably have a negative effect on
tenant/landlord relations. Many landlords, motivated by the desire to
implement rent increases upon vacancy are likely to increase pressure on
tenants to vacate. However cases of harassment of landlords by tenants have
also been reported.

- Ladtly, the Costa-Hawkins Act is likely to improve the quality of rentd
housing, maintenance and service levels because deferred maintenance will be
less likely to occur as rents reach market levels.

Rent Stabilization Policy Recommendations: It is important to bear in mind that
the CostaeHawkins Act affects vacancy de-control only. Other aspects of the
Rent Stabilization Ordinance remain intact. Hence, in addition to the tasks
associated with continued rent control of units that are not subject to de-control,
and the tasks of monitoring across the board increases, there is still scope for
pursuing the broader objectives of the Ordinance. In this regard, the City has an
important role to play in ensuring quality and maintenance of al rental units, and
in mediating tensions between landlords and tenants as the Costa-Hawkins
legidation takes effect. Hence a key recommendation is that the existing
provisions of the Ordinance should be re-examined (and modified if necessary) to
ensure that the broader objectives of maintaining a stock of good quality
affordable housing, and population diversity are met.

Affordable Housing Production & Preservation:
West Hollywood Community Housing Cor poration (WHCHC)

Non-profits play a critical role in bringing a community based perspective to the housing
development sector. They secure public and private resources and invest them in housing to
revitaize these neighborhoods. While the capacity of the nonprofit sector is not uniform,
the advanced parts of the sector have increased pressure on local nonprofits to take on
broader community development goals. The WHCHC plays a pivota role in taking on
broader housing (production), and community development (non-production) functions. This
is illustrated by its housing development, housing management, and the enhanced
management program serving the special needs population. Following is abrief overview of
the WHCHC and issues germane to production and preservation of affordable housing.

History: The City’s Generad Plan (1988) establishes six basic housing goals that
serve as a guide to the housing policies and implementation strategies. The West
Hollywood Community Housing Corporation was a direct response to meet the City’s
goa of affordable housing and to facilitate the development of housing for low and
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moderate income households, and senior citizens. It is an incorporated Section
501(c)3 housing development organization whose mission is to buy, build,
rehabilitate, manage and advocate for lower-income people in the City of West
Hollywood. In 1986, the WHCHC was formed with a board composed of housing
experts, loca residents and community leaders. Since then, the WHCHC has
developed and manages five projects in the City (116 units) with two projects (42
units) in pre-development and 40 units under construction.

Regional Housing Needs: The City of West Hollywood has made considerable
progress towards meeting its housing need allocations through the WHCHC and
the Inclusonary Housing Ordinance.  According to Southern California
Association of Government's (SCAG's) Regiona Housing Needs Allocation
(RHNA), the City is required to produce 242 housing units for lower income
households during the planning period 1988-97. The WHCHC has built 116 units
for low and lower income households, with 40 units under construction and 42
units under pre-development. The Inclusionary Housing Ordinance has also
resulted in the construction of 53 affordable units for low and moderate income
households. This comes very close in accomplishing the City’s goas and
objectives of providing affordable housing to the lower income households.

Performance Measures. The key features that distinguish WHCHC' s performance
along the dimensions of housing program performance include social targeting, long
term retention in the housing stock, housing quality and property management.

- The WHCHC targets affordable housing exclusively to low income (51% to
80%) households, and lower income (00% to 50%) households of the Los
Angeles County median. Of the 116 units built around the City, more than
50% of the units are targeted towards the senior population and People with
HIV and AIDS (PWH/As). One of the proxies of demand for affordable
housing is the waiting list of applicants. Of the 415 applicants from the Los
Angeles County, 59% are residents of the City. Waiting list of applicants
reflect the low and the lower-income demographics of the City —
approximately 47% of the applicants (N=343) have incomes below $10,000.
Due to the huge demand for affordable housing, the duration of wait by the
type of unit is very long, ranging from 18 months to 5 years.

- The units produced by the WHCHC are protected under binding agreements
recorded at the County level that regulate how rents will be determined and
restrict occupancy to income eligible households. Typically, the regulations
allow for the housing stock to be affordable for 30 years.

- The WHCHC has been commended for housing design and development by
organizations such as American Planning Association, City of West
Hollywood, City of Los Angeles and SCANPH.

- The WHCHC manages al of its projects and ensures high quality because of
its commitment to community goals. The Local Initiatives Support
Corporation (LISC), a national intermediary, produces a set of standards or
indicators that can be used to identify good management practices. According
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to our anaysis, the WHCHC meets 13 of the 14 listed criteria for ‘well
managed’ property and sets a high standard of performance.

- The WHCHC uses the enhanced management approach to reduce the risk of
resident's losing their housing. The enhanced management approach
combines standard property management practices with referrals of residents
to community/volunteer service agencies that link support services according
to resident needs.

Project Financing: The WHCHC finances its projects by combining private and
public loans with private investment, subsidy from the City, and grants from a
variety of sources. The six projects developed by WHCHC to date are all rental
projects. Of the six projects, two are substantial rehabilitation, three new
construction, and one a mix of new construction and rehabilitation. The projects
range from 8 to 41 units. The full development cost per unit ranges from $61,913
to $157,560 with an average of $118,875. City subsidy per unit varies from
$12,912 to $48,176, while the total public subsidy which includes cash equity
raised from tax credits ranges from $48,665 to $152,147 with an average of
$99,684 per unit. The average number of development funding sources observed
per project was four.

Low Income Housing Tax Credits The WHCHC has utilized the Low Income
Housing Tax Credits (LIHTC) to raise equity for five of the six projects. This
financing mechanism is widespread nationally; estimates suggest that in 1990,
90% of affordable housing projects, regardless of the type of sponsor, were
funded by tax credits. Projects that utilized the tax credit, raised on average
$49,712 per unit in syndication proceeds. Of this amount, $5,611 per unit was
devoted to syndication costs. Therefore, on average, the net syndication proceeds
accounted for $44,101 per unit. This represents 32% of the total cash costs and
compares favorably with a comparable set of 15 nonprofit projects (HUD-
Group). The HUD-Group raised on an average $47,402 in syndication proceeds
and devoted $6,769 to syndication costs per unit. On an average, the HU D-Group
raised $40,663 per unit in net syndication proceeds, averaging 32% of the total
cash costs which is very similar to the figures obtained for WHCHC.

Components of Development Costs: Among the 12 components of development
costs, acquisition as a proportion of total development costs represents the largest
cost category. This is due to the high land costs in the City of West Hollywood.
Planning & design, as a share of costs, on average is higher for the WHCHC as
compared to the HUD-Group. This may be attributable to WHCHC'’s strong
interest in building aesthetics, and design. Finance and carrying charges are on an
average lower for all WHCHC projects when compared to the HUD-Group.
Relocation costs as a proportion of all costs are near similar for both WHCHC and
the HUD-Group. Construction costs in the range of $44 to $65 for the WHCHC
compare favorably to the costs for typical industry (for-profit) market costs for the
area. In preparing their 1998-2003, Housing Element Update, the City of Santa
Monica surveyed contractors active in Santa Monica and found that the average
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multi-family construction costs range from $40 to $75 per square foot, and up to
$64 to $82 per sgquare foot if one leve of underground parking is required. Rea
estate taxes, marketing, reserves, legal and organizational costs, overhead staff as
a share of development costs are very similar for both WHCHC and the HUD-
Group. Developer’s fee retained by WHCHC, as a share of development costs, on
average is lower than the HUD-Group and less than half of the for-profit
developers. Syndication costs were lower for projects done by WHCHC when
compared with the HUD-Group.

Inclusionary Housing Program and the Affordable Housing Trust Fund: The
dampened real estate market has adversely impacted the City’s Inclusionary
Housing Program and the Affordable Housing Trust Fund. The City's
Inclusionary Housing Program requires developers to set aside a portion of units
in each new residential development for low and moderate income housetolds or
pay an inlieu fee or provide a combination of units and fees. The Inclusionary
Housing Program has resulted in the development of 53 housing units affordable
to low and moderate income. All of the in-lieu fees generated by the program
goes into a fund called the Affordable Housing Trust Fund. The Affordable
Housing Trust Fund depends on a vibrant real estate market and has played a
critical role in the development of affordable housing for the WHCHC. Over the
last 10 years, the Affordable Housing Trust Fund has provided more than $3.5
million in financing for WHCHC projects. However, due to high land costs, lack
of availability of land, costs of financing, recession, and the consequent dampened
real estate market during the last four years, the Affordable Housing Trust Fund is
at an al timelow. To bridge this gap in funding, subsidies that lower the costs of
housing development, such as land write downs, interest subsidies, and other
aternative financing techniques are needed to lessen the impact of such market
conditions.

New Construction versus Substantial Rehabilitation: The City of West
Hollywood is a highly built out city with few remaining vacant properties. Only
1% of the City’s total area is available for development. Demolition of existing
structures (with demolition fees) and its replacement with new structure increases
the cost of construction. Land costs are very high in the City, particularly due to
the low supply of vacant land. These factors, among others, raise the cost of new
development, and become a detriment to new construction.  Substantial
rehabilitation, on the other hand is a viable option for future affordable housing
development. One of the major reasons is the presence of abundant supply of
older housing stock that needs to be rehabbed. According to the City’s 1997
Redevelopment Implementation Plan for the East Side, 55 dilapidated units will
be rehabbed over the next five years, 110 units over ten years, and 500 units over
the life of the Redevelopment Plan. This presents a great opportunity for future
affordable housing development for the WHCHC. However, substantial
rehabilitation demands caution since additional costs associated with it such as
compliance with building safety, codes, standards and regulations, asbestos
abatement, seismic upgrades, relocation costs, and costs associated with
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additional parking may render the project infeasible. Hence, substantial rehab,
although an opportunity requires scrutiny on a case-by-case basis.

Funding Opportunities:  Opportunities and resources for use towards the
improvement, preservation and development of affordable housing are available
from the federal, state, county and the city level. A variety of funding and
regul atory programs are available to the City and the WHCHC.
These include federa programs such as HOME Investment Partnership,
Community Development Block Grant Funds (CDBG), Section 202/811
Housing for Seniors and Disabled Persons, Housing for Persons with AIDS
(HOPWA), Supportive Housing, Federal Emergency Shelter Grants, Section 8
Rental Assistance and Housing Vouchers, Home Ownership for People
Everywhere (HOPE I, Il & 111), and the Section 108 Program.

- State programs include the Low Income Housing Tax Credits (LIHTC),
Single Family: Home Mortgage Purchase Program (HMP), Self-Help
Housing Program and the Multi Family: Renta Housing Mortgage Loan
Program.

- County program includes the Mortgage Credit Certificate Program.

- Loca programs include the Redevelopment Tax Increment and the
Inclusionary Housing Program; details of these programs have been
elaborated in the affordable housing constraints and opportunities section.

Challenges: Due to the decrease in federal and state program funding,
and the need for additional funds to stem the loss of affordable housing due to
vacancy de-control, alternative affordable housing programs should be explored
by WHCHC and the City. Potential funding source includes the Tax Exempt
Bonds. The WHCHC increasingly due to pressures for funding continues to be
entrepreneurial in nature and has to respond to the changing imperatives of
performance, efficiency and accountability. This is especialy true because of the
sector’s greatest vulnerabilities — the burden of patchwork financing and the lack
of ongoing support. The need to patch together project financing from a large
number of sources increases the legal complexity and hence the cost associated
with the project. This suggests the need for alternative financing mechanisms,
perhaps pooling resources at higher levels and making them available to local
non-profits in a smpler manner. Although government subsidies remain critical,
the non-profit sector is progressing in reducing risk perceptions in the capital
markets. The role of intermediaries in confidence building and the creative
pooling of funding sources to reduce the risk through diversification has been an
important element. However, additional efforts are warranted to expand the
concept of leveraging to secure both additional private financing and to further
institutional change and capacity building.

City of West Hollywood Xvi Executive Summary
Housing Study USC — Community Development & Design Forum



PUBLIC PARTICIPATION

An Interview Survey of Community Leaders and Stakeholders was conducted to canvass
their views regarding performance of the City in meeting its goals, opportunities and
obstacles for future housing policies, and expected impacts of recent legidative
developments and trends in the future. To facilitate dialogue on housing issues, a community
workshop was held to inform and obtain feedback on housing problems and opportunities.

Interview Survey of Community L eaders and Stakeholders
The interviewees comprised members of the City Council, and representatives of the
Planning Commission, The Rent Stabilization Commission, the West Hollywood Community
Housing Corporation, The Coalition for Economic Survival and the West Hollywood
Concerned Citizens. The issues surveyed were organized under seven sections, namely, rent
stabilization, affordable housing production and preservation, zoning, market rate housing,
trends, homeownership, and NIMBY ism.

Rent Stabilization: The goals of rent stabilization were generally identified as
follows. to provide and maintain a stock of affordable, good quality housing; to
maintain diversity and inclusiveness, and to protect vulnerable groups from
dramatic fluctuations in rent levels. Most respondents felt that the city has met
these goals.

- With reference to the effects of Costa-Hawkins legidation, the prevailing
view was that rent levels will rise, but, because current rents are close to
market levels, the increases will take effect gradualy. Most respondents
agreed that rent increases will result in gentrification as low income residents
get forced out. Almost al respondents expected a deterioration in relations
between landlords and tenants as evictions increase.

Affordable Housing Production and Preservation: There was overwhelming
agreement that the West Hollywood Community Housing Corporation has
done excellent work and produces good quality projects. Many felt that the

WHCHC should be gven autonomy in decisions about project location and

project type (i.e., new construction or rehab). Most respondents suggested

that the WHCHC should do more to secure greater community participation.

- There was a broad range of suggestions for use of Community
Development Block Grants. These included suggestions that the funds be
used for: streetscaping, facade improvements and better street lighting,
continued production of affordable housing for low income residents and
the disabled; residentia rehab (as a strategy to maintain old housing
stock).

- Most respondents agreed that the Inclusionary Housing program should be
retained since it is an important way for the City to meet its housing goals.
While a small minority of respondents felt that the program acts as a
disincentive for private sector new construction, others maintained that in
a vigorous market inclusionary fees did not get in the way of new
devel opment.
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Zoning: Suggestions for zoning improvements included: provision of greater
certainty in the application process; parking reduction across the city for
affordable housing; increase in height limits; investigation of zoning and lot
sizes on the east side (where lots are small); upzoning from single family to
multi-family residential in selected areas; an investigation of lot assemblage
for redevelopment; reduction in application fees; and speeding up of the
approval process.

Market Rate Housing and New Construction: Suggestions to encourage new
congtruction included new zoning incentives, and the creation of greater
zoning certainty. Some respondents proposed programs to keep the crime rate
low, enhance the pedestrian character of the city, and improve parks and
gardens should be supported. The proposed redevelopment program was also
cited as a strategy to increase private new construction.

Trends: Most respondents anticipated that the welfare cuts will have serious
negative consequences for the City as more low income households get
displaced, and the homeless population increases.

Homeownership: The prevailing view was that some form of homeownership
should be encouraged, but it should not detract from provision of affordable
rental housing. A minority felt that low homeownership was not a problem
since services already exist to encourage homeownership.

NIMBY: There was overwhelming consensus that NIMBYism exists and is a
big problem in the City. Respondents stated that residents are becoming
increasingly well-organized, forceful, and vocal. But there was concern that
most objectors did not offer concrete solutions, tended to mask the real issues,
and used coded language to hide prejudices.

Community Workshop

On December 8", 1997, a Community Workshop, The Future of Housing in West
Hollywood was conducted by USC Community Development & Design Forum. The
purpose of this workshop was two-fold: a) to inform the City Council, City staff,
stakeholders, and public at large regarding the findings of this study, and b) to obtain
feedback from the community regarding the various housing issues, problems and
opportunities. The workshop was attended by City staff and residents. Presentations
were made by Dr. Tridib Banerjee, Mark Hoffman, Kiran Laloo and Deepak Bahl. Ms.
Allyne Winderman, Economic Development & Housing Manager, presided over the
community workshop.

The comments and suggestions made at the community workshop were recorded and
incorporated in this report.
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SECTION |: COMMUNITY NEEDSASSESSMENT

1.0 Introduction

West Hollywood's housing needs are determined by a wide range of demographic, social and
economic characteristics of its residents and the characteristics of the housing available to them.
The existing housing stock usually cannot meet al the needs of the residents in a community.
This is because situations change and different housing is needed at different stages of life.
Therefore, this Community Needs Assessment is structured to analyze important demographic,
housing, and specia need characteristics in the City to identify present and future housing need.

This present section is organized into three parts:

Household Characteristics: This section shows demographic and economic
characteristics affecting housing need. Important demographic characteristics
include population growth, race/ethnicity, age structure, and household type.
Economic factors include jobs held by City residents and income earned by
different households, with a focus on differences between areas in the City.

Housing Characteristics: This section details market and household outcomes.
Market outcomes address the supply and demand factors of housing and
include changes in housing type, occupancy, and housing costs. Household
outcomes address changes in the relative position of tenants in the housing
market and include housing conditions, density, and affordability, with a
gpecia focus on spatial differences across West Hollywood.

Housing Needs: This section summarizes the major issues affecting housing
need identified earlier as well as designated special housing needs. Specia
needs include State-designated special need groups (such as the ederly,
homeless, and disabled among others), Federally-defined lower income
households, and regionaly defined “fair-share” housing needs. Financia
resources provided to meet their housing needs are aso presented.

Taken together, this Community Needs Assessment details existing household characteristics,
housing conditions and housing needs in the City of West Hollywood. With this background in
mind, later sections of this report will analyze various constraints and opportunities to meeting
the needs identified herein as well as suggesting future options available to the City.
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1.1 West Hollywood -- Its Setting

The City of West Hollywood is relatively new, having incorporated in 1984. In terms of
location, the City is located about eight miles northwest of the Los Angeles Civic Center (see
Map x.x). West Hollywood is bordered to the north by Hollywood Hills, to the east by the
community of Hollywood, to the south by the Fairfax District, and by Beverly Hills to the west.

Regional Setting: Like most cities in metropolitan areas, no individual city is an idand.
Changing demographic, housing, and employment patterns extend across city boundaries. West
Hollywood is a particularly good example. Surrounded on all sides, West Hollywood is affected
physical, economic, and demographic forces emanating from Los Angeles and in particular the
westernmost portion. Thus, it isimportant to understand the City within its regional context.

In this regard, the Southern California Association of Governments recognizes two subregions
which impact demographic, housing, economic, and transportation planning in West Hollywood.
The “Westside” consists of Beverly Hills, Culver City, Santa Monica, and West Hollywood.
However, one should note that the “Westside” subregion is not the Westside of Los Angeles.
Secondly, the City of Los Angeles is aso recognized as a subregion. Both subregions clearly
influence conditions and planning decisions in West Hollywood because they surround the City.
Therefore, this report will make frequert mention of West Hollywood within its regional context.

Local Setting: To analyze patterns and trends in West Hollywood, it is also useful to divide the
City into smaller geographical subareas. The Census Bureau divides the City into five census-
defined tracts. As shown below, the report will make frequent mention to each of these tracts:

Eastside: This tract has about 10,500 persons and extends west from La Brea to
Fairfax. From Fairfax to Gardner, this tract is medium-high density residential.
East to La Brea, the land use is low- medium density residential and commercial.

Crescent Heights: The Crescent Heights district has about 6,500 residents and
extends from Fairfax west to Crescent Heights. The main land use is medium-
high density residential, although commercial uses line its southern border.

Central: This tract has about 6,000 persons and extends west from Crescent
Heights to La Cienega. The primary land use is medium-high density residential,
although there is a small low- medium density area south of Santa MonicaBI.

Northwest: This tract has 6,000 persons and extends west from La Cienega to
the City limits and south to Santa Monica. This tract has medium to high density
residential areas on its eastern side, and low medium density on its western side.

Melrose: The Méerose District extends southward from Santa Monica Boulevard.
This tract contains low to high density residentia as well as commercial,
manufacturing and institutional uses. It has a population of approximately 7,750.
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2.0 HouseHOLD CHARACTERISTICS

The household characteristics of a community have direct impact upon housing needs.
Household characteristics such as race and ethnicity, population age structure, composition as
well as income determine the type of housing needed, tenure, and ability to afford housing. This
section briefly outlines the magjor characteristics of West Hollywood residents and households.

2.1 Population Growth

The greater Los Angeles metropolitan region Figurel

continues to be ranked among the fastest growing Population Growth
regions in California. In the City of Los Angeles West Hollywood and the Region
alone, total population has risen from 2.8 million

in 1970 to a projected 3.8 million by 2000, with

most of the gowth occurring during the 1980s. | **”* 1 g west Hollywood

Despite this regional growth, the population of ‘L’\gﬂ%‘é%

the Westside subregion (comprised of the cities of 12% -
Santa Monica, West Hollywood, Culver City and
Beverly Hills) has increased significantly slower.
In contrast, the population of the Westside
subregion has increased by only 6% during the
same time period, from approximately 190,900 in
1970 to a projected 201,500 by the Year 2000.

This modest population growth is because most 0% -
of the Westside cities are aimost built out. 1970s 1980s 1990s

8% -

4% -

West Hollywood's population has also remained relatively stable over the past several decades,
comprising 18% of the Westside subregion. The California Department of Finance estimates
that the City’s population is 37,600 as of 1997, which is 1.5% above SCAG’s estimates but well
within a standard margin of error for mid-census estimates. However, because the City is nearly
built out, minimal population growth is expected through the Y ear 2000 (Table 1).

Tablel
Population Trends Since 1970
West Hollywood and its Region

Jurisdiction 1970 1980 1990 2000* | %Change
Santa Monica 88,289 88,314 86,905 91,526 4%
Beverly Hills 33,416 32,367 31,971 32,696 -2%
Culver City 34,541 38,139 38,793 39,821 15%
West Hollywood 34,662 35,703 36,118 37,425 8%
Westside Subregion 190,908 194,523 193,787 201,468 6%
Los Angeles 2,811,801 2,966,850 3,485,398 3,811,247 36%

Source: 1970, 1980, 1990 U.S. Census
*Southern California Association of Governments
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2.2 Race and Ethnicity

Race and ethnicity of residents in a community can affect their housing needs and preferences.
Different peoples may have different household characteristics, such as family structure or
linguistic ability, which affects their ability to earn sufficient income to afford suitable housing.
This section details the diversity of West Hollywood' s residents and its impact on housing needs.

According to the 1990 Census, West Hollywood
has a less diverse population with respect to race
and ethnicity than the surrounding subregions. In
West Hollywood, Whites comprise the magority
of the population (85%), followed by Hispanics
with 9%, and Blacks and Asians with 3% each
(Table 2 and Figure 2). This ethnic distribution is
similar to that of the Westside subregion, abeit
the Westside has a higher share of Hispanics.

In contrast to the Westside, however, the City of
Los Angeles has a more diverse population.
Hispanics comprise approximately 42% of the
Los Angeles population, followed next by
Whites with 37%, Blacks with 11%, and Asians
with the remaining 10% of the City’s population.

Similar to past trends in the greater Los Angeles

Figure2

Race and Ethnic Composition
West Hollywood and the Region (1990)
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region, however, West Hollywood will become more diverse with respect to race and ethnicity as
the Y ear 2000 approaches (Table 2). Based on a straight line projection, Whites are projected to
decline to approximately 80% of the population, while Hispanics will increase to 13%. The
majority of growth in the Hispanic population should occur in the Eastside tract. Meanwhile, the
Asian population should increase to 4% of the City’s population, while the Black share of the

population should remain the same.

Table?2

Changesin Race and Ethnicity
City of West Hollywood (1980-2000

1980 1990 2000
Ethnicity Nos. Pcnt. Nos. Pcnt. Nos. Pcnt.
Hispanic 2,006 6% 3,153 % 4,944 13%
NH White 31,286 88% 30,596 85% 29,847 80%
NH Black 1,270 4% 1,155 3% 1,048 3%
NH Asian 740 2% 1,066 3% 1,532 4%
NH Other 401 1% 148 0% 54 0%
Total 35,703 100% 36,118 100% 37,425 100%

Source: 1980, 1990 U.S. Census

City of West Hollywood
Housing Study

Community Needs Assessment

USC - Community Development and Design Forum



Foreign-Born Population

Although West Hollywood's population is relatively homogenous with respect to race and
ethnicity, a significant share consists of households who are foreign born and recent immigrants.
Currently, one-third of the City’s residents are foreign-born, with representation from well over
85 other countries. As shown below, the City’s high share of foreign-born population is an
important factor affecting housing needs, especially with respect to linguistic isolation.

Since the Fairfax District in Los Angeles is
home to a well-established East European
community, the largest immigrant group in
West Hollywood is of Russan descent.
According to the 1990 Census, Russians
makeup one-third of the City’s immigrant
population and an estimated 15% of the City’s
total population. Western Europeans are the
next largest group, comprising 25% of
immigrants. The magority of Western
Europeans originated from Hungary, Poland,
and other former Eastern-Bloc countries (Table
3). The third largest group is from Asia (17%),
half of which are from the Middle East.
Immigrants from South/Latin America, Mexico,
and Centra America comprise 14% of
immigrants, while all other countries comprise
under 10%.

Table4
L anguages Spoken At Home
City of West Hollywood (1990)

Table3
Place of Birth of Immigrants
City of West Hollywood (1990)

Country of Birth Nos. Share
Russia 4,052 33%
West Europe 3,189 26%
Asia 2,100 17%
So. & Latin America 1,724 14%
Canada 382 3%
Africa 298 2%
All Other 537 1%
Total Persons 12,282 100%
City Population 36,118 na
%Foreign Born 34% na

Source: 1990 U.S Census

The large share of foreign-born population,
makes linguistic ability an important issue.
Linguistic ability can determine whether or
not persons secure adequate paying
employment and thus afford suitable housing.
In some cases, linguistic isolation can prevent
immigrants from accessing needed socia
services, hedlth care, and public assistance.
According to the 1990 Census, one-third of all
persons age five years and over speak another
language than English at home. As shown in
Table 4, the most prevalent foreign languages
are either Russian (31%) or Spanish (21%).
Of the City’s foreign-born population, 4,486
persons or 37% are linguistically isolated.

L anguage Spoken Persons  Shareof
at Home Total
Russian 3,689 31%
Spanish 2,430 21%
French 853 %
Other W.European 1,643 14%
Indo-European 1,003 9%
Other 1,011 9%
Yiddish 639 5%
Asian 422 4%
Total 11,690 100%
Source: 1990 U.S Census
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2.3  Population Age Structure

Housing need in a community is largely determined by population age structure and the life
cycle of households, because people require different types of housing at different stagesin their
life. For example, while younger single adults prefer smaller rentals, families with children often
prefer larger homes for their children. However, as children leave home, seniors may begin to
trade in their larger homes for smaller and more accessible homes. Therefore, this section
discusses the age structure of West Hollywood residents and its impact on housing needs.

In comparison to the region, West Hollywood's
population has several distinctive
characteristics. First, the City’s residents are
generally older than residents in the surrounding
region. According to the 1990 Census, the
median age of West Hollywood residents is
38.1, which is older than the Westside subregion
(33.2) as well as the City of Los Angeles (30.7)
(see Figure 3). Secondly, while the region's
population has grown older over the past
decade, the opposite is true of the Westside and
West Hollywood. Lastly, the median age of
West Hollywood residents has declined slower
than the Westside. As a result, the City's
population is younger than a decade ago, but
older in comparison with the Westside. These
trends are explained below.

Figure4
Population Age Distribution
West Hollywood and the Region
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Figure3
Population Median Age
West Hollywood and the Region (1990)
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Reviewing the age distribution of West
Hollywood residents shows why they are
much older than the surrounding region. First,
the City has a very low (7%) share of children
and a high share of seniors (18%) in
comparison with the entire region (Figure 4).
Coupled with the fact that the mgority of the
City’s population is between ages 25 and 44,
the City’s population is older than the region.
Meanwhile, the Westside subregion has a
smilar age distribution to West Hollywood,
except for having twice the share of children.
Lastly, the City of Los Angeles has a
completely different age distribution, with
three times the share of children and half the
share of seniors as does West Hollywood.
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West Hollywood's decline in median age is due to three inter-related factors -- a change in
household composition, the “bright-lights’ theory, and the aging of residents. In brief, families
and seniors have gradually left the City and been replaced by younger single person households.
This influx of single adults has been due to the “bright lights’ of West Hollywood -- namély its
close proximity to employment, cultural, and entertainment outlets attractive to younger adults.
As a result, households between ages 25-44 have increased 11% over the past decade while
seniors over age 55 have declined from 34% to 27% of the City’s population (Table 5).

Further analysis of changes in cohort membership suggests that the City’s household
composition will continue to gradually change through the Year 2000. First, the significant
increase in young adult ages 25 to 34 over the past decade will likely continue as young adults
attracted to the “bright lights’ of urban life move into West Hollywood. Secondly, there should
continue to be an increase in adults between ages 30 to 50 due to the gradua aging of young
adults who moved into the City during the 1980s. Lastly, cohort analysis suggests a gradual
decline in residents over age 50 as they near retirement and seek housing suited to their needs.

As a result, West Hollywood will continue to have a significantly older population than the
region in the Year 2000, but dightly younger population on average as compared to 1990. This
pattern suggests a continued demand for smaller and affordable rental housing units suited to
single and younger households between ages 20 to 34, a stronger demand for affordable owned
housing (perhaps condominiums) for longer term residents ages 30 to 50 who accumulated
weadlth over the past decade, and a genera decline in housing demand for seniors over age 65.
Table 5 below summarizes changes in the population age structure of City residents.

Table5
Changesin Population Age Structure
City of West Hollywood (1980-1990)

Number Share of Persons Change

Age 1980 1990 1980 1990 Nos. Share
0-14 1,840 2,202 6% 6% +362 0%
15-24 4,360 2,864 12% 8% -1,496 -4%
25-34 9,379 10,364 26% 29% +985 +3%
35-44 4,659 7,453 13% 21% +2,7%4 +8%
45-54 3,488 3,540 10% 10% +52 0%
55-64 3,928 3,088 11% % -840 -2%
65-74 4,831 3,085 14% % -1,746 -5%

75+ 3,218 3,522 % % +304 0%
Total 35,703 36,118 100% 100% 100% 100%

Source: 1980, 1990 U.S. Census
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2.4  Household Type and Size

Household characteristics often affect housing preferences and housing need in a community.
For instance, families may require larger housing due to children, the elderly may require
improved accessibility due to mobility limitations, and younger households typicaly prefer
smaller rentals due to their small household size and lower income. Therefore, this section
details the major characteristics of households residing in West Hollywood.

The Census Bureau defines a household as al Figure5s

persons who share the same housing unit. Comparison of Household Types
Families are a subset of households and include West Hollywood and the Region (1990)

persons related through blood, marriage or

adoption.  Single households refer to persons 100%
living alone, except for those in group quarters.

Other nonfamily households consist of two or 80% T
more unrelated individuals. According to the

State Department of Finance, West Hollywood 60% - .
has 22,805 households in 1997 and consists 62%
primarily of singles (59%), followed by families 40% -

(26%), and al other nonfamilies (15%). This O Other
distribution is similar to households in the 20% + 42% B Singles
Westside, but opposite to Los Angeles (Figure 5). Families
The smal share in “group quarters’ refer to 0% : — -
persons living in (non)ingtitutionalized quarters. %HHS WH ws LA

West Hollywood has seen dramatic changes in its household composition. Over the 1980s, the
share of family households has fallen from 31% to 26% and been replaced by nonfamily
households. For instance, 1-person households have increased to 59% of all households, while
all other nonfamily households have increased to a 15% share. Both nonfamily households are
also projected to continue to increase through the Y ear 2000 (Table 6).

Table6
Changein Household Types
City of West Hollywood (1980-1990)

Number of HHS Percent of HHS
Type 1980 1990 2000 1980 1990 2000
Population 35,703 36,118 37,425 na na na
-- In Group Qtrs 251 414 633 n‘a n‘a n‘a
Families 6,948 5,818 4,792 31% 26% 21%
Singles 12,409 13,375 14,180 56% 5%% 62%
Other HHS 2,795 3,375 4,009 13% 15% 17%
Total HHS 22,152 22,568 22,981 100% 100% 100%
HHS Size 1.60 158 1.63 na na na

Source: 1980, 1990 U.S. Census
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Household Type and Size

As briefly illustrated earlier, the City of West Hollywood's has a household type and
composition unlike the surrounding region in that many do not fit the traditional definition of the
family unit. West Hollywood's households are generally made up of nonfamilies, which are
predominantly single, older, and smaller in size than Los Angeles County or the Westside. In
fact, 75% of the City’s households are nonfamilies, primarily singles (Table 7). As aresult, the
City’s average household size (1.6) is the smallest size throughout Los Angeles County.

The large number of nonfamily households in West Hollywood is unique throughout the County.
According to the Census, this category typically includes unrelated persons living together, such
as roommates, unmarried partners, and other housing arrangements between unrelated persons.
However, the large share of nonfamily households residing in West Hollywood is aso
attributable to the significant size of the City’s gay and lesbian community. According to the
Census Bureau, domestic partnerships among gays and lesbians are not included under the
“family” category, thus resulting in a higher share of nontraditional or “nonfamily households.”

Although the majority of households in West Hollywood are nonfamilies and generally smaller
than the regional average, they appear to fit reasonably well with the City’s housing stock. As
discussed later, the “typical” home in West Hollywood is small, averages 3.3 rooms, and consists
of one or two bedroom units with a kitchen, bathroom and living room. Therefore, the City’s
relatively smaller-sized households appear to fit well with the mgority of the housing stock.

Table7
Household Characteristics
City of West Hollywood (1980-1990)

Nos. of HHS % of Households Change

Household Type 1980 1990 1980 1990 Nos. Share
Families W/Child 1511 1,704 7% 8% +193 +1%
Families N/Child 5,437 4114 24% 18% -1,323 -6%
NonFamily Single 12,409 13,375 56% 5% +966 +3%
NonFamily Other 2,795 3,375 13% 15% +580 +2%
Householder Age

<34 8,040 7,615 36% 3% -425 -2%
35-64 8,562 10,172 3% 45% +1,610 +6%
65+ 5,550 4,781 25% 21% -769 -4%
Household Size

1(Single) 12,409 13,375 56% 5% +966 +3%
2 Persons 7,373 6,714 33% 30% -659 -3%
34 2,117 2,155 10% 10% +38 0%
5+ 253 324 1% 1% +71 0%

Source: 1980, 1990 U.S. Census
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2.5 Employment Profile

Employment characteristics also affect housing needs of residents within West Hollywood.
Different occupations often trandate into different wages levels -- therefore affecting one’'s
ability to afford certain types of housing. This section discusses employment characteristics of
City households, while the next section discusses its impact upon household income levels.

According to the 1990 Census, West
Hollywood has a civilian labor force estimated
a 23,721 with a 7.0% unemployment rate.
The City’s unemployment rate is dightly
below that of Los Angeles (7.4%), but above
the Westsde (5%). Although their
unemployment rate differs, West Hollywood
and Westside residents hold similar types of
jobs. As shown in Figure 6, 80% of jobs held
by residents are professiorel/managerial or
technical, sales, and administrative in nature.
In comparison to Los Angeles, however, West
Hollywood residents hold amost twice the
share of managerial/professional jobs but only
one-third the labor jobs (8% vs. 26%).

Like the entire Los Angeles region, West

Figure6
Share of Jobs Held by Residents
West Hollywood and the Region (1990)
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Hollywood' s labor force has become more “white collar” over the past decade (Table 8). Asan
increasing number of “blue-collar” jobs (such as production, repair, and labor positions) have left
the Los Angeles region, they have ceclined from a 14% to 8% share of jobs held by City
residents. Meanwhile, white collar jobs have increased from a 35% to 47% share, while service
occupations have declined from 40% to 33%.

Table8
Changesin Jobs Held By City Residents
West Hollywood and the Region

Nos. of Jobs Share of Jobs

Code Occupation Definition 1980 1990 1980 1990 Change
M/P  Manageria & Professiona 7,325 10,169 35% 47% +12%
TSA  Technical, Sdes & Admin. 8,292 7,198 40% 33% -7%
SVC  Service Occupations 2,345 2,584 11% 12% +1%
PCR  Production, Craft and Repair 1,435 64 % 3% -4%
OFL  Operator, Fabricator, Laborer 1,461 1,031 7% 5% -2%

All Other Occupations 109 114 <1% <1% <1%

Total Jobs 20,967 21,750 100% 100% 100%
Source: 1980, 1990 U.S. Census
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2.6 Household Income

West Hollywood is committed to ensuring that all residents, regardless of economic status, have
access to adequate and affordable housing opportunities. The two primary factors affecting
access to housing are household income and the availability and affordability of housing. This
section documents changes in the economic status of the residents of West Hollywood. Later
sections of this needs assessment will address the availability and affordability of housing.

To measure the economic status of

households in any given community, the Table9
State government references a standard -- Comparison of Income
typically the median household income for West Hollywood and the Region (1990)

the County. According to the 1990 Census, | Med. Income City County Wedsde
the City’s median household income is Household $29314 $34965  $35,036
$290,314 (Table 9) -- which is 15% bdow | gty $33657 $39035  $50.290

the median ($34,965) for Los Angees :
County and the Westside ($35,036). NonFamily $26,976  $24,961 $27,541
% of County

Furthermore, the City’s poverty rate (9.3%)

is lower than the region as awhole (11.9%), | Household 8%  100% 100%
but higher than the Westside (7.7%). | Family 85%  100% 129%
However, these measures provide only the NonFamily 108% 100% 110%
most general snapshot of the economic  [To4poverty 93%  11.9% 77%

status of households within a community. Source. 1990 U.S. Census
Although household income is oftentimes

used to measure the financial status of a community, it is a very limited measure because it fails
to account for differences among communities. The comparison implicitly assumes that each
community has the same composition of households. This is not the case with West Hollywood.
West Hollywood has a significantly higher share of younger, retired, and one-person households
than Los Angeles County and the Westside, which could partially account for differences in
median income between the City and County.

Because West Hollywood has a different composition of households than the surrounding region
and because household income varies by household age and type, it is important to compare only
similarly-situated households. Based on this new comparison, the City’s median nonfamily
household income of $27,000 is 15% higher than the County median and equals the median
nonfamily income for Westside (Table 9). Secondly, the City’s median family income is only
85% of the County, and significantly below the Westside subregion as a whole.

This analysis suggests several important points. First, West Hollywood's nonfamily households
earn less income than families in the City, but are still relatively better off than most nonfamily
households in the region; their income is 15% higher than the regional median. And secondly,
although West Hollywood's family households earn more than nonfamilies in the City, they are
still relatively worse off financialy than family households living in the surrounding region.
Therefore, the remainder of this section will focus on differences in income by household type.

I ncome Distribution
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While aggregate measures of household income provide a useful comparison of economic status,
the distribution of income is aso important. To show this distribution, the Department of
Housing and Community Development uses four groups. very low (below 50% of the County
median), low (51% to 80%), moderate (81% to 120%), upper (121%-200%) and high (200%t).
For purposes here, the upper income category as been split into two categories -- from 121% to
200% and over 200% of the County median, because it is more useful for planning purposes.

Family Income: Family households in West Hollywood are generally poorer
than those in the surrounding region (Table 10). The City has a larger share of
lower income families (46%) than the Westside (29%) and the County (40%).
Thisis due to the large number of poorer households living on the City’s eastside.
In contrast, the Westside subregion is by far the wealthiest area, with nearly one-
third of families earning very high income. Third, Los Angeles County has a
similar family income distribution to the City, except for a larger share of upper
income families and a smaller share of very low income families.

Nonfamily Income: Although West Hollywood's nonfamily households earn
significantly less income than family households, the City’s nonfamily
households fare much better in comparison to similarly-situated households in the
region. This finding is significant given that 75% of the City’s households are
nonfamily. Moreover, the City’s nonfamily households have approximately the
same income distribution as the Westside. Meanwhile, the County has by far the
poorest nonfamilies, with the largest share of lower income nonfamily households
(41%) and the smallest share of upper-high income nonfamilies (42%).

Table 10
Income Distribution by Family Type
West Hollywood and the Region (1990)

Income Category Family Income NonFamily Income

% Region Median WH WS LAC WH WS LAC
High over 200% 16% 32% 17% 23% 25%  19%
Upper 121- 200% 19% 24% 24% 23% 25%  23%
Moderate 81 - 120% 19% 17% 19% 18% 1% 1%
Lower below 80% | 46% 29% 40% 36% 33% 41%
Low 51 - 80% | 18% 13% 17% 14% 12%  14%
Very Low 00 - 50% | 28% 16%  23% | 22% 21%  27%

Source: 1990 U.S. Census (Distribution is Interpolated)
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I ncome Differences by Neighborhood

In analyzing the economic status of households in a community, it is important to identify
neighborhoods where low income households are disproportionately concentrated. This section
discusses the economic status of the City’s five neighborhoods. As summarized below in Table
11, the City’ s neighborhoods fall into three categories according to their economic status.

Low: The Eastside neighborhood is the poorest section of West Hollywood.
The median household income of $21,501 is only 60% of the County median,
61% of the households earn “lower income,” and the household poverty rate
of 12.6% is the highest. This neighborhood is poorer, because residents hold
the highest share of labor and service jobs (30%), hold the lowest share of
managerial and professional jobs, and have the highest unemployment rate.

High: The Central and Northwest tracts are the wealthiest in West Hollywood.
The median family income of $48,000 is 120% of the County median, the
median nonfamily income of $32,000 is 128% of the County median, and the
household poverty rate of 8% is the lowest. These tracts are wealthy, because
over half the employed residents hold well-paid managerial or professional

jobs while only 15% hold labor and service related employment.

Middle: The Crescent Heights and Melrose tracts fall between the other two.
Households earn more than those in the Eastside but less than the Central and
Northwest tracts. Moreover, the household poverty rate of 9% is higher than
the Eastside, but lower than the Central and Northwest tracts. Lastly, the

distribution of jobs held by residents falls between the other three tracts.

Table 11
Comparison of Income Levelsby Tract
City of West Hollywood (1990)

HHSIncome Category East CrHght  Central Merose  NWest Total
Household $21,501 $28506  $34,886  $29,421  $34,678 | $29,314
Family $27,479  $32,143  $47,297  $31,923  $48,077 | $33,657
Nonfamily $18,071  $27,029  $32,017  $28,227 $31,718 | $26,976
% County HHS median 61% 82% 100% 84% 9% 84%
% County Family med. 70% 82% 121% 82% 123% 86%
% County NFamily med. 7% 108% 128% 113% 127% 108%
HHS Poverty Rate 12.6 7.8 7.3 10.3 8.0 9.3
Managerial/Profess. 32% 46% 52% 46% 55% 47%
Technical/ Admin 38% 32% 33% 33% 27% 33%
Service Occupations 13% 14% 8% 10% 12% 12%
Labor Occupations 17% 8% 7% 5% 6% %

Source: 1990 U.S. Census
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I ncome Changes Over the Decade

The most important question affecting housing policy is whether West Hollywood residents have
improved their economic standing over time. Unfortunately, this comparison is not possible,
because the Census does not show whether changes in household income are due to the
influx/exit of residents or changes in current residents. Nonetheless, the Census does show in
aggregate how the median economic status of West Hollywood residents has changed over time.

As shown in Figure 7, household incomes have
increased faster (113%) than the region (98%).
The median income for al households has risen
from $13,742 to $29,314. Even by type, the
City’s family income has risen faster (101%) than
the County (85%) over the decade, from $16,722
to $33,657. Lastly, the City’s nonfamily income
has risen at the same rate (109%) as the County,
from $12,910 to $26,976 during the decade.

This improvement has been due to employment
changes, whereby the share of manageria and
professional jobs held by residents has increased
from 35% to 47%, while the share of labor
intensive jobs has declined from 14% to 8%.
These economic trends are expected to gradually
continue through at least the Y ear 2000.

Because the City’s median family income is

Table 12
Changesin Family Income
West Hollywood (1980-1990)

Families % County
Tract 1980 1990 | 1980 1990
East End | $12,245 $27,479 58 70
CrHght $14,863  $32,143 70 82
Central $22,689  $47,297 107 121
Melrose $18,399  $31,923 87 82
NWest $22,272  $48,077 105 123
Total $16,722  $33,657 79 86
County $21,125  $39,035 100 100

Source: 1980, 1990 U.S. Census
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much lower than the regional median,
Table 12 gpecifically looks at changes
across the City. Family households in four
of the City’s five neighborhoods have
improved faster than the surrounding
region, with nominal income rising from
about 75% to 125% over the past decade
versus an average of 85% for the County.
Despite these increases, only the Central
and Northwest tracts exceed the County
median income by 25%. Meanwhile,
families in the other three tracts earn 18%
to 30% lower than the County median. No
equivalent data over the same time period
Is available for nonfamily households.
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3.0 HousING CONDITIONS

This section details changes in housing conditions affecting market and household outcomes.
Market outcomes address the supply and demand factors of housing and typically include
changes in the City’s housing composition, occupancy (tenure and vacancy), and housing costs.
Household outcomes address the relative position of tenants and homeowners in the housing
market and include housing conditions, density/overcrowding, and affordability.

3.1 Housing Type and Size

Because West Hollywood incorporated in 1984,
the City inherited a housing stock largely
shaped by its proximity to regional employment
and entertainment centers in addition to
previous planning efforts by the County of Los
Angeles. High demand for scarce land has
resulted in a very dense and compact urban
environment consisting largely of multifamily
apartments. In Figure 8, West Hollywood has a
high share of multifamily units (90%) followed
by the Westside (74%) and Los Angeles (55%).
Similarly, West Hollywood also has the lowest
share of single family units (11%) than either
the Westside (26%) or Los Angeles (45%). The
predominance of multifamily units has certain

Figure8

Composition of Housing Type
West Hollywood and the Region (1990)
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size and tenure characteristics shown later.

Figure9

Changes in Housing Units by Type
City of West Hollywood (1980-90)
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Because West Hollywood is ailmost built-out, the
housing stock has changed little over the past
decade. Total housing units have declined by a
modest 2% to 23,821 since 1980 (Table 14).
Moreover, the shares of housing by unit type
have also remained stable during the same time.
As shown in Figure 9, the City’s housing stock
still consists primarily of large multifamily units
with more than 10 units (66%), followed by
smaller multifamily units with less than 10 units
(24%), and single family one unit homes (10%).
Because the City is nearly built out, the housing
composition will likely remain stable, although
redevelopment plans for the Eastside may result
in the demolition of dilapidated units and
construction of a modest number of new units.

Over the past decade, two major changes have
occurred with respect to the City’ s housing stock.
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Asshownin Table 13, single family homes have declined from 13% to 10%. Given only modest
levels of new construction activity during the same period, the decline in single family homes
was mainly due to irregularities in the Census enumeration before the City’s incorporation.
Meanwhile, condominiums have increased from 9% to 19% and the number of large apartment
units have decreased correspondingly due to condominium conversion permits approved by Los
Angeles County prior to the City’s incorporation. After the Census, 473 more conversions were
completed, raising the share of condominiums to 21% of the housing stock.

Housing Size: Due to the predominance of multifamily units in West Hollywood, the average

Table 13
Housing Stock Characteristics
City of West Hollywood (1990)

No. of Units Share of Units Change
Units 1980 1990 1980 1990 Nos. Pcnt. Share
1 Unit 3,278 2571 13% 10% -707 -22% -3%
2t09 4,967 5,595 21% 24% +628 +13% +3%
10to0 49 11,877 12,124 49% 51% +247 +2% +2%
50 + 4,154 3,255 17% 14% -899 -22% -3%
Other 23 276 0% 1% +253 -- +1%
Total 24,299 23,821 100% 100% -478 +2%
Condos 2,127 4,453 9% 19% +2236 +105% +10%

Source: 1980, 1990 U.S Census

home is smaller than those found in more suburban communities. As shown in Table 14, the
“typical” home averages 3.3 rooms, 1.3 bedrooms and 1.0 bathroom and is characterized by a
one or two bedroom units, with a kitchen,
living room, and bathroom. Table 14

Housing Size Characteristics

However, even though the average home is City of West Hollywood (1990)

generaly small, it till fits reasonably well Share of Total
with the City’s households, of which amost Nos. Rooms* Bedr*  Baths**
90% consist of two or less persons. As 0 -- 9% 2%
shown later, this match between household 1 7% 529 80%
size and housing size results in one of the 2 16% 4% 18%
lowest overcrowding rates in the County. 3 33% 4% na
4 26% <1% na
5+ 18% <1% n‘a
Mean 3.3 13 n‘a

* 1990 U.S. Census
** 1980 U.S Census
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3.2 Housing Occupancy

Housing occupancy simply refers to whether the unit is owned, rented, or vacant. Occupancy is
an important issue because it reflects the relative income of residents, the cost and affordability
of housing, as well as the interaction of market forces of supply and demand of housing. This
section addresses housing occupancy characteristics of West Hollywood residents.

Tenure. Housing tenure refers to whether
inhabitants of a unit own or rent the housing unit.
Tenure is generally considered an indicator of
community well-being, because it is a reflection of
the “American Dream” of homeownership.
Moreover, tenure is usualy the result of the
interaction of household income and housing costs.
Figure 10 compares housing tenure in West
Hollywood with that of the surrounding region.
According to the 1990 Census, West Hollywood
has one of the highest renter-owner ratios in the
County, with a renter-owner ratio of 78% to 22%.
In contrast, the Westside subregion consists of 33%
renters versus 67% homeowners, while Los
Angeles has a 60-40% renter-to-homeowner mix.

Despite the highest renter-owner ratio in the

Figure 10
Share of Housing By Tenure
West Hollywood and the Region (1990)
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region, West Hollywood has seen significant changes in tenure over the decade (Table 15). The
homeownership rate has nearly doubled from 12% to 22% during the 1980s due to an increase in
home ownership (40% to 49%)., while condominium ownership has risen from 76% to 79%.
These trends are due to condominium conversion permits issued by L.A. County prior to the

City’ s incorporation and rent-control.

Table 15
Changesin Housing Tenure
City of West Hollywood (1980-1990)

1980 Census 1990 Census Changein
Bldg Type Rented Owned Total | Rented Owned Total | Ownership
SF Units 60% 40% 100% 51% 49% 100% +9%
Condos 24% 76% 100% 21% 7% 100% +3%
Total 88% 12% 100% 78% 22% 100% +10%
SF Units 1,844 1,206 3,050 1,184 1,157 2,341 na
MF Units 17,624 1,478 19,102 16,355 3,872 20,227 na
-- Condos 326 1,052 1,378 8% 3,268 4,162 na
Total 19,468 2,684 22,152 17,539 5,029 22,568 na
Source: 1980, 1990 U.S. Census
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Vacancy: Vacancies, another aspect of housing occupancy, indicate the demand and availability

of housing.

In an unregulated market, low vacancy rates are indicative of a housing shortage,

which usually restricts residential mobility, increases housing costs, and leads to overcrowding.
On the other hand, high vacancies often lead to rent deflation and greater housing affordability,
but may erode property values, lower profits for rentals, and discourage maintenance and repair.

According to the 1990 Census, West Hollywood Figure 11

has a 4.0% vacancy rate for owner occupied
housing (Figure 11).

Wilshire and Hollywood area. The differencein 4.0% +
vacancy rates is attributable to the City’s rent
control regulations, which generally holds rents 2.0%

below market value, encourages residents to
stay longer, and therefore keeps the vacancy rate

lower than in surrounding communities.

Figure 12
Vacancy Rates by Unit Type
City of West Hollywood (1990)
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SCAG's Regional Housing Needs Assessment
states that an optimal vacancy rate is 2% for
owner-occupied housing and 5-6% for rentals. In
an unregulated market, this level of vacancy is
assumed to ensure sufficient residential mobility
and housing choice while providing sufficient
financial incentive for landlords or owners to
adequately maintenance and repair their homes.
As shown in Figure 12, the City’s estimated
vacancy rate for single family units (4.4%) is
higher than optimal due to the high cost of
housing and the higher demand for small rentals.
Meanwhile, the City's vacancy rate for multi-
family units (3.8%) is below SCAG's standard.
This is due to the City’s rent control ordinance
and proximity to job centers, which offers high
quality of life for below market housing costs.
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3.3 Housing Costs

West Hollywood is committed to ensuring that all residents, regardiess of economic status, have
access to adequate and affordable housing opportunities. The two factors affecting access to
housing are household income and housing cost. Building upon previous sections of this report
which documented household income, this section addresses housing costs in West Hollywood.

Rental Market: The Census Bureau uses contract .

rent to describe the basic cost of rental housing. - Figurel3
Contract rent is defined as the rent charged to the Comparison of Contract Rent L evels
tenant exclusive of utilities, trash, or other fees. West Hollywood and the Region (1990)
In contrast, gross rent includes all housing costs, $800
such as utilities, insurance, and mortgage, and is
frequently used to measure housing cost burden. $700 1 BWH BWSC B LAC ]
This section refers to contract rent levels only.

As of 1990, the City’s contract rents are $600

comparable with the Westside and Los Angeles [ ]
County (Figure 13). The City’s lower quartile $500 +

rent of $445 and the median rent ($573) both

sightly exceeds the County and Westside. I—H

However, by the third quartile, the City’s contract | 490 1
rent of $721 is significantly below the Westside
and dlightly below that of Los Angeles County. $300 -

Quartile-1 Median Quartile-3

Although the City’s rents are comparable with
those an the Westside (because 3 of the 4 cities have similar rent control provisions), they are
lower than adjacent Wilshire and Hollywood areas because these areas operate under less
restrictive rent stabilization provisionsin Los Angeles. For example, the average contract rent of
adjacent tracts is $690 per month and is significantly higher (almost 25%) than similar unitsin
West Hollywood. The difference is due to the City’s rent control regulations, which keep rent
below market levels existing in adjacent tracts.

Table 16 Contract rent levels differ widely by location.
Comparison of Contract Rents The Easts_ide tract has the lowest contract rents
West Hollywood and the Region of any n.elghborhood; rents are 12-15% below
QuartileRents the median for West_HoIIywood (Table _16).
Tract 1st Med. 3rd Contract rent levels in the Crescent Heights
Eassde $387 $504 $612 aea ae the second lowest in West
Cr.Hghts $451 $566 $718 Hollywood, but are closest to the city median.
Central $506 $629 $791 In contrast, the Northwest tract has the highest
Melrose $480 $623 $790 rent levels, ranging from 12% to 18% above
Northwest $524 $648 $801 the median for West Hollywood. Lastly, rent
Total $445 $573 $721 levels in both the Centra and Melrose tracts
Source: 1990 U.S. Census are similar and fall between the other tracts.
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Owner Market: The Southern California region Figure 14

is known across the nation for its extremely high Median Home Values
housing vaues. According to the Nationa A Regional Comparison (1990)
Association of Redtors, the 1991 median sales $500
price for a single family home in Los Angeles

County is $214,900 compared to a national $493.3
average of only $100,300. This differentia is $400 -
also pronounced for home values, especialy for $351.7

homes located in the Westside area (Figure 14).
According to the 1990 Census, the median home $300
value on the Westside (WS) is an astronomical
$493,000 -- roughly 217% of the median home
vaue of $226,000 in Los Angeles County. The | $200 1
exorbitant home values indicate why most
households on the Westside cannot afford to own
homes and instead choose smaller rental units.

$226.4

$100 -
In $100K WS

LAC

According to the 1990 Census, the median values

of homes in the Westside range from alow $328,900 in Culver City to over $500,000 in Beverly
Hills and Santa Monica. The median home in West Hollywood is valued at $351,700 or 155%
of the median home value for the County. Condominiums are less expensive and range from
$175,900 (94% of the regional median) in Culver City to $473,400 in Beverly Hills. West
Hollywood condominiums are valued at $215,100, which are 115% of the median condo value
for the City of Los Angeles (Table 17).

Because of the region’s high home values, monthly housing payments are equally high. Housing
payments include the sum of all debt on the property, taxes, property insurance, utilities and fuel,
and homeowner fees. According to the 1990 Census, the monthly cost for a mortgaged home
ranges from $1,348 in Culver City (119% of the regiona median) to over $2,000 in Beverly
Hills. West Hollywood homes cost $1,598 a month, which are 141% of the County median.

Table 17
Estimated Median Home Value and Cost
West Hollywood and the Region (1990)

Home Values Condo Values Monthly Cost *
Jurisdiction Median % LAC Median %LAC Median %LAC
Beverly Hills >$500,000 >221% $473,400 253% >$2,000 >175%
Culver City $328,900 145% $175,900 A% $1,348 119%
Santa Monica >$500,000 >221% $348,500 186% $1,945 171%
West Hollywood $351,700 155% $215,100 115% $1,598 141%
L.A County $226,400 100% na na $1,137 100%

Source: 1990 U.S Census * Mortgaged Units only
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Changesin Housing Costs

Having detailed housing costs for owners and renters in West Hollywood, the most important
guestion affecting housing policy is whether housing costs have increased faster than the region.
This is key to understanding the impact of the City’s rent stabilization ordinance. This section
discusses changes in rental costs, while later sections address its effect on housing burdens.

Rental Market: Figure 15 illustrates changes
D el o v e fet e | Changesin et v
West Hollywood and the surrounding region as Share of County Median (1980 90)
a share of the median in Los Angeles County. 140
Also shown are eight tracts east of West 01980 ® 1990
Hollywood in the Wilshire and Hollywood —
communities of Los Angeles (referred to in 125
Figure 15 as WL). Although median rent in
West Hollywood rose from $302 to $573 from
1980 to 1990, it fell from 123% to 101% of the
County median. The same trend occurred in
the Westside due to rent-stabilization policies
enacted in 3 of the 4 cities in the Westside. In
contrast, median rents for non-stabilized
housing in Wilshire and Hollywood areas rose 80 . .
from 110% to 116% of the County median. % LAC  WH we WL

Figure 15

110 +

Table 18 details changes in rents in nominal

levels and as a share of the County median rent. Over the past decade, the median rent in West
Hollywood increased in nomina terms, rising 82% in the Central tract to a high of 103% in the
Eastside tract. However, West Hollywood rent levels fell in comparison to the surrounding
region, falling 13% to 31% of the County median. This decline is due in part to rent stabilization,
which has limited rent increases since 1985.

Table 18
Changesin Contract Rent Levels
City of West Hollywood (1980-1990)

Rent Levels % County Median
Tracts 1980 1990 % Diff 1980 1990 Change
Eastside $248 $503 103% 101% 8% Vv 13%
Cr.Heights $280 $566 102% 114% %% v 15%
Central $345 $629 82% 141% 110% ¥ 30%
Melrose $333 $623 87% 136% 109% Vv 27%
Northwest $34 $648 83% 144% 114% ¥ 31%
Total $302 $573 90% 123% 101% ¥ 22%
County $245 $570 133% 100% 100%
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34 Housing Age and Condition

The condition of housing is an important indicator of needs within a community. Like any
tangible asset, housing deteriorates over time. If not checked, declining housing conditions can
depress property values, discourage reinvestment, and lower the community’s quality of life.
This section specifically addresses the age and condition of the City’ s housing stock.

Housing Age: Figure 16 and Table 19 details Figure 16
the age of West Hollywood's housing stock. Year Structure Built
Several points are particularly noteworthy. City of West Hollywood (1990)

First, West Hollywood' s housing stock is aging;
the median age of housing is 30 as of the 1990
Census and will be 40 years by the Year 2000.
This is very smilar to the region as a whole.
Figure 18 shows the age distribution of housing.
Approximately 25% of the City’s housing was
constructed before the 1950s, 30% during the
1950s, and 23% during the 1960s. This means
that the vast majority (80%) of the City’'s
housing will exceed 30 years by the Y ear 2000.
As shown later, the very large share of older
housing has important implications with respect
to housing condition and maintenance.

Housing age aso varies significantly by location

in West Hollywood. According to the 1990 Census, the median age of housing ranges from a
high of 36 years in the Crescent Heights district to a low of 25 years in the Melrose District
(Table 19). More importantly, the share of housing older than 30 years ranges from 37% in the
Northwest tract to 75% in the Crescent Heights tract. This has important implications with
respect to housing condition and maintenance.

Table 19
Housing Age by Tract
City of West Hollywood (1990)

Decade of Construction
Tract Units Median | <1940 1940s 1950s 1960s 1970s 1980
Eastside 5,855 1957 15% 9% 40% 26% 4% 6%
Cr. Heights 4,407 1954 21% 12% 42% 14% 5% 5%
Central 4,108 1963 10% % 25% 21% 2% 5%
Melrose 3,610 1957 28% 8% 19% 22% 19% 4%
Northwest 5,841 1965 11% 5% 21% 28% 25% Y%
Total 23,821 1959 3,865 2,009 7,143 5,469 3817 1518
Share na na 16% 8% 30% 23% 16% 7%

Source: 1990 U.S. Census
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Housing Condition: Typicaly, the best way to assess housing condition is to survey residents,
visually inspect and document repairs needed at each site, or examine building code violations.
In lieu of a survey, this section infers housing condition from two measures -- legal definition
and housing age -- used by the State and other cities. These measures, however, do not include
indicators of structural defects (such as leaking roofs, holes in walls, floors or ceilings, broken or
missing windows, unsound foundations, or violations of applicable health codes). Nonetheless,
these measures do provide insight into one of the more important housing issues facing the City.

In terms of law, the Code of Federa Regulations Figure 17
(24 CFR 882.219f) defines substandard housing as Share of Substandard Housing

units without complete plumbing, without  \y/eq Hollywood and the Region (1990)

complete kitchens, or with unvented heaters.
According to this definition, West Hollywood has a
smaller share of substandard units than the region —

2.5%

(Figure 17). Assuming that each “substandard” 2.0% — OLA —
unit has only one major defect, no more than 2% of BWS
the City’s housing stock is considered substandard. 1.5% WH —
Thus, the City has athird less share of substandard

units than the Westside (2.75%) and one-half less 1.0% 4— |

share than that of the City of Los Angeles (5.25%).
The difference is due in part to the predominance 0.5% ||

of multifamily housing in West Hollywood and —.
fewer illegal garage conversions which are 0.0% , ,
common in cities with more singlefamily homes. Kitchen  Plumb. Heat  Boarded

In contrast, HCD often uses building age as a

proxy for the condition of housing. Residential buildings generally show signs of deterioration
after 30 years old and require replacement of roofing, plumbing, HVAC, electrical, and other
major components. At this juncture, landlords must decide between making costly
reinvestments, alowing the structure to decline, or selling the property to another investor.
Structures built before 1940 are assumed to have exceeded their useful life and, unless
rehabilitation has occurred, the units are either dilapidated or obsolete.

Based on HCD’s “housing age” standard,

Table 20 over 75% of the City’s housing stock will be
Housing Quality Indicators oI_dgr than 30t y?ars by thgﬂ\}( e 20?0£ trt'ﬁs
City of West Hollywood (1990) fasing Important 1SSUes with respect 1o the
Indicat N Y- need for routine maintenance and repair as
Ln chor e Plumbi %37 C,;)/' well as major rehabilitation. Moreover, 16%
ack L-0mp ete umbing 070 of the City’s housing stock was built before
L acking Complete Kitchen 217 | 9% 1940 and, unless maor rehabilitation has
No Heat or Unvented Heaters | 165 | .7% | occurred, the units would be assumed
Boarded-up Buildings 1 - obsolete and be candidates for demolition.
Housing Built Before 1940 3829 | 16% Table 20 summarizes various housing
Source: 1990 U.S Census conditions indicators for West Hollywood.
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3.5 Occupancy Density

Although societal standards change over time and differ from place to place, the idea has
emerged that adequate living space is critical to obtaining a satisfactory level of housing service.
This has led to standards of measuring housing space, such as housing density and overcrowding.
Occupancy density is also important due to link with the rate of housing deterioration. This
section discusses the density of occupancy of households in West Hollywood.

Housing density is a neutra term and simply Figure 18

refers to the number of persons per room (ppr). Over crowding Rates
However, crowding is defined by a standard.  \est Hollywood and the Region (1990)
Overcrowding begins with more than 1 ppr, while
moderate overcrowding occurs with over 1.5 ppr. N 5o |
Based on this standard, neither West Hollywood
nor the Westside has serious overcrowding
(Figure 18). Over 95% of the City’s households
have fewer than one ppr., while only 5% are
overcrowded. This very low overcrowding rate is
largely due to the City’s smaller household size,
of which nearly 90% have two or fewer members.

90% o

80%

70%

60% -

However, the Eastside has a 10% overcrowding 1.51 or more

rate, because households there earn less income. 50% éﬁgi o 1188

Still, the City’s overcrowding rate is minor in 00,50 or less

comparison with Los Angeles, where nearly one- 40% L, | :
guarter of households are overcrowded. WH WS LA

Table 21 summarizes the density of housing

Table21 occupancy by tenure for the City’'s

Density of Occupancy households. According to the 1990 Census,

City of West Hollywood (1990) the City has 1,102 overcrowded households
Density in Owned Rented | Total for an overcrowding rate of only 4.9%. This
Persons/Room | Units Units Units is significantly below the regional average.
0.50 or less 4121 12051| 16172 However, overcrowding in West Hollywood
051 to 1.00 798 449 | 5204 varies significantly by tenure. Overcrowding
1.01 to 1.50 57 385 442 is much more prevalent for renter households

(5.7%) than owners (2.2%) due to

;gi :3(; i]?)?e 42 gé g d?fferences i_n household incomt_a. Despite
St _ differences in tenure and location, West
Occupied Units 5029 175391 22568 ojlywood has a relatively minor problem
#OverCrowded 110 992 1102|  with overcrowding in comparison with the
%Crowded 2.2% 5.7% 4.9% surrounding region.

Source: 1990 U.S Census

City of West Hollywood [-24 Community Needs Assessment
Housing Study USC - Community Development and Design Forum



3.6  Housing Affordability

Perhaps the most important indicator of housing need in a community is housing affordability.
Housing affordability is a reflection of the match between housing costs and household income.
Households which pay too much of their income for housing have limited remaining financial
resources to afford other basic necessities of life, such as food, clothing, and health care. This
section therefore details trends in housing affordability for West Hollywood residents.

The Federa Government has set specific
standards for determining housing affordability
based upon an income-to-housing cost ratio.
Households paying over 30% of their income
for gross housing costs are considered to be
overpaying for housing. Gross housing costs
include either mortgage or rental payments as
well as property insurance, taxes, and utilities.
According to the 1990 Census, 46% of West
Hollywood's renter households overpay for
housing versus 43% for the Westside and 51%
in Los Angeles (Figure 19). West Hollywood
also has the highest share of overpayment for
owners (41%) compared to 31% in the Westside
and Los Angeles. However, since fewer than
one-quarter of the City’s households are owners,
the number of overpaying households is small.

While

Figure19

Housing Overpayment by Tenure
West Hollywood and the Region (1990

60%

50% -
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Figure 20 affordability provide a useful picture of the

Housing Cost Burden for Renters
West Hollywood and the Region (1990)
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financial condition of residents, they do not
reflect the degree of housing affordability.
Figure 20 shows a distribution of housing cost
burdens by jurisdiction for renter households.
Renters on the Westside have the least problem
with housing affordability, followed next by
West Hollywood and the City of Los Angeles.
The main difference is the share of households
paying below 20% of their income or over 30%
of their income for housing costs. Los Angeles
has the smallest share of households paying
below a 20% housing cost burden, while the
Westside has the largest. Los Angeles also has
the highest share overpaying for housing,
followed by West Hollywood and the Westside.

City of West Hollywood

Housing Study

I-25 Community Needs Assessment

USC - Community Development and Design Forum



Overpayment by Tenure and Location

Housing overpayment varies significantly
by tenure and location in West Hollywood
(Table 22). According to the 1990 Census,
45% of West Hollywood's renters overpay
for housing. This finding is expected since
renters earn significantly less income and
have much less financial reserves than
homeowners.  In contrast, homeowners
appear to fal into two categories -- wealthy
or not. A large share of homeowners (45%)
appears wealthy, because they pay under
20% of their income for housing. On the
other hand, an equally large share (41%) of
homeowners is overpaying for housing. It is
also notable that approximately one in five
households are severely overpaying, (over
50% of their income) for housing.

Table 22

Housing Cost Burden
City of West Hollywood (1990)

Cost Burden Total Renters  Owners
Under 20% 5,202 4,664 538
20-29% 4,608 4,447 161
30%-49% 4,356 4,081 275
50%+ 3,798 3,589 209
Over pay 8,154 7,670 484
Cost Burden | % Total % Rent % Own
Under 20% 2% 28% 45%
20-29% 26% 27% 14%
30%-49% 24% 24% 23%
50%+ 21% 21% 18%
%0Over pay 45% 45% 41%

Source: 1990 U.S. Census

The share of renters overpaying for housing ranges from 43% to 47% across the City (Table 23).
This uniformity is unexpected since renters on the Eastside earn 61% of the County median
income. However, rents on the Eastside are much lower than other areas in West Hollywood.
For homeowners, the results are also puzzling. Contrary to expectations, homeowners on the
Eastside and Central tracts have the lowest overpayment rate despite their lower financia status.
Wedlthier aress (i.e., the Melrose and Northwest tracts) have much higher rates of overpayment.
This is because housing on the Westside is of higher quality and costs more than on the Eastside.
Moreover, weadthier households on the Westside are till better able to afford housing, despite
overpayment, because they have a larger absolute amount of disposable income.

Table 23
Housing Over payment by Tract

City of West Hollywood (1990)
Households HHS Over paying % Overpaying
Tract Renter Owner Renter Owner Renter Owner
East 4,986 24 2,363 85 47% 33%
CrHght 3,590 56 1,656 30 46% 54%
Central 2,589 A 1,175 12 45% 35%
Merose 2,417 454 1,044 182 43% 40%
NWest 3,191 379 1,432 169 45% 45%
Total 16,773 1,177 7,670 478 46% 41%

Source: 1990 U.S. Census

Totals may differ from above due to sampling differences
Owner totals exclude condominiums, mobile homes, duplexes, etc.
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Changesin Housing Affordability

The most critical question affecting future housing policy is whether or not housing affordability
has improved for City residents since 1980. This also has important implications with respect to
the success of the City’s rent stabilization ordinance. To understand changes in housing
affordability, this section discusses changes in household income and rent levels since 1980.

The City’'s housing affordability has Figure 21
significantly improved since 1980 due to two Changes in Rental Affordability
trends: (1) rent cortrol, which has held rent City of West Hollywood (1980-1990)

increases below the regional median; and (2)
household income, which has risen faster than
the regional median. Since 1980, the median
household income in West Hollywood increased
from a 78% to 84% share of the County median
household income (Figure 21). During the same
period, median gross rent in West Hollywood
increased slower than the region, falling from
118% to 97% of the County median. As aresult,
the share of housing overpaying fell from 50%
to 46% over the past decade. The Year 2000
Census should show greater improvement in
housing affordability due to rent stabilization. 50
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As shown in Table 24, the Eastsde saw a
significant decline in housing overpayment from 58% in 1980 to only 47% by 1990 due to sharp
decline in gross rent as a share of the County median. The second largest decline occurred in the
Crescent Heights district, where housing affordability fell from 51% to 46%. The Central tract
saw a modest decline in affordability from 48% to 45%. The Melrose and Northwest tract
remained unchanged, despite relative declinesin rent levels.

Table24
Changesin Rental Housing Affordability
City of West Hollywood (1980-1990)

HHS Income as % Gross Rent as % % Households Over paying
County Median County Median
Tracts 1980 1990 1980 1990 1980 1990 % Diff
Eastside 57% 61% 100% 84% 58% 47% V11%
Cr. Heights 70% 82% 110% 96% 51% 46% v 5%
Central 91% 100% 132% 106% 48% 45% Vv 3%
Melrose 90% 84% 129% 103% 41% 43% N 2%
Northwest 95% 9% 134% 108% 45% 45% 0%
Total 78% 84% 118% 97% 50% 46% Vv 4%

Source: 1980, 1990 Census
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40 HousING NEEDS

The previous sections have defined and analyzed the range of demographic, economic and
housing conditions in West Hollywood in order to identify present and future housing needs.
With this background in mind, this last section summarizes the key findings and general housing
needs identified earlier, with a special focus on identifying and analyzing housing needs of State-
defined “specia” needs group, low income households, and regiona “fair-share” needs.

41 Summary of Issues

As dated earlier, this Community Needs Assessment has andyzed a broad range of
demographic, economic and housing characteristics to identify present and future housing needs.
This section summarizes the major issues affecting housing need in the City of West Hollywood,
while later sections will discuss programs designed to meet needs. These trends are as follows:

Changing Demographics: The demographic section uncovered several
character-istics of West Hollywood residents which may affect housing needs.

First, West Hollywood residents have become more diverse in race and ethnicity.
This trend is due to increased levels of immigration during the 1980s and 1990s as
well as a significant increase in the Hispanic population on the City’s Eastside. As
a result, more than one in ten residents of West Hollywood are linguistically
isolated.

The second major demographic trend involves the composition of households. Over
the past decade, there has been a gradual change in household types, whereby
most today do not fit the “traditional” definition of the family unit. Approximately
75% of the City’s households are “nonfamily” households, which are typically
older, predominantly single, and smaller than the regional average. This trend
suggests a continued demand for smaller and more affordable rentals.

Improving Incomes. West Hollywood has seen an improvement in economic
conditions, marked by a lower unemployment rate and higher household incomes.
Moreover, a larger share of employed residents holds managerial or professional
jobs and correspondingly fewer labor and administrative/sales positions. This
improvement in the overall economy and a shift from more “blue-collar” to
“white collar” employment has resulted in higher incomes for most households.

Currently, nonfamily households in West Hollywood (comprisng 75% of
households) are better off financially than similarly situated nonfamilies in the
region, because their median income is 10% higher than the County median.
Family incomes have also improved, but they are still worse off financially than
the region, because their median income is 15% below the County median. The
Y ear 2000 Census will likely show even greater improvement in this area.
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Aging Housing Stock: Because West Hollywood is aimost built out, the housing
stock has changed little over the past decade. The one exception is housing age.
Much like any tangible physical asset, the City’s housing has aged over time. By
Year 2000, the City’s housing will approach a median age of about 40 years.

Based upon industry standards for housing deterioration and useful life
expectancies, rental housing older than 30 years often requires major
rehabilitation and costly reinvestments to maintain the quality of buildings.

An example of the critical need for housing rehabilitation is evident from the
City’s 1997 Redevelopment Implementation Plan. Approximately 10% of the
total housing units on the Eastside (Tract 7001) or 500 units require rehabilitation
over the next 30 years. Rehabilitation estimates are unavailable for housing units
on the Westside, although the Countywide average is about 5%. These statistics
suggest that one of the most important housing issues facing the City over the
next decade will be ersuring maintenance and repair to the City’ s housing stock.

Housing Costs Even more dramatic changes have occurred in the housing
market with respect to homeowner costs. According to the 1990 Census, home
vaues have risen 175% over the decade due to the City’s proximity to
employment and entertainment amenities. As a result, the median home value is
estimated at $350,000 or 50% above the County median home. This has resulted
in a high demand for rental housing, lowering the vacancy rate to below 4%.

Rent stabilization has also resulted in noticeable changes in the rental market. West
Hollywood's median contract rent has risen 78% in nominal dollars over the past
decade, but has risen slower than the regional median. As a result, the City’s
median rent has actually declined 22% in real terms, ranging from 13% on the
Eastside to 30% in the Central and Northwest tracts. In terms of future trends,
the City’s low vacancy rate coupled with vacancy decontrol should place a
significantly stronger pressure on rent levels in the upcoming years.

Housing Affordability: Changes in household types, their economic status, and
the housing market have led to corresponding changes in housing overpayment.
The City’s median household incomes have risen 6% in real terms from 1980 to
1990, while rental housing costs have falen 22% in real dollars. As a result,
housing overpayment for renters has actually declined from 50% to 46% by 1990.
This trend should continue due to accumulated benefits of rent stabilization.

In cortrast, overpayment among homeowners has soared due to exorbitant home
prices valued at a median of $350,000 or about 50% above the County median.
Because housing prices have risen twice as fast as family income (175% versus
90%), housing overpayment has doubled from 20% to 41% over the decade.
Given the desirable location of West Hollywood, the Year 2000 Census should
show that homeowners continue to have a high rate of housing overpayment.

4.2  Special Needs Households
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State housing law recognizes that certain households have more difficulty in finding decent and
affordable housing due to special circumstances, including, but not limited to the following:
economic status, age and disability, household size and type, and various other conditions. This
section details housing needs and resources for special need groups in West Hollywood.

Seniors and Elderly: Seniors and the elderly have specia housing needs due to
their fixed income, higher health costs, and physical limitations. Because of these
limitations, seniors and the elderly are less able to afford major home repairs or
large rent increases. Moreover, the physical limitations of seniors, coupled with
the cost of retrofits or home care, make it more difficult to afford housing. The
1990 Census shows that 18% of West Hollywood’s population or 6,607 persons
are over 65 years old. Of this total, over 50% of elderly households earn very
low income, 56% overpay for housing, and 25% suffer from physical limitations.

Disabled Persons. According to the 1990 Census, a disability exists if a person
has a health condition, either physical or mental, which lasts for over six months.
A mobility limitation makes it difficult to go outside alone. A self-care limitation
makes it difficult to take care of one’s persona needs. A work disability restricts
the kind of work done, one’'s choice of jobs, or the ability to work full-time.
According to the 1990 Census, 9% or 2,895 persons in West Hollywood have a
mobility or self care limitation -- dightly higher than the 8% Countywide average.
The City’s also has 1,875 persons or 7% with a work disability, which is
approximately equal to that of Los Angeles County as a whole. No data is
available on persons with other types of disabilities, such as mental illness.

Persons on Public Assistance: Persons receiving welfare assistance are
considered to need special housing assistance. With the recent passage of the
1996 Welfare Reform Act, many welfare recipients must now move from welfare
to work within a prescribed period. Thus, welfare recipients may become one of
the most pressing special needs group in the future. As of November 1996, the
L.A. Couny DPSS estimates that 13% of the City’s households or 4,038 persons
receive public aid -- 2.3% receive genera relief, 7.8% receive Medi-Cal only,
under 1% receive Food Stamps only, and 2.1% receive AFDC. Unfortunately, the
number of households to be affected by Welfare Reform is unknown.

Homeless Persons: Homelessness continues as one of the most visible reminders
of the pressing needs facing families and individuals in marginal economic,
housing, and hedth conditions. This population consists of a wide range of
persons and families suffering from domestic violence, mental illness, substance
abuse, joblessness anong a number of other conditions. According to the 1990
Census, approximately 156 homeless persons currently reside within the City.
Services to meet the needs of homeless persons are detailed later in this section.

Female Headed Families with Children: According to the 1990 Census, West
Hollywood is home to 389 female-headed families with children or 2% of al
households. Despite their small number, their financial need is very clear. Their
household poverty rate of 27% is about three times the citywide average and a
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large majority of them comprise the estimated 472 households receiving AFDC.
Single mothers have special difficulties becoming more self sufficient due to lack
of affordable child care, health care, and work requirements for public assistance.
New welfare reforms promise even tougher restrictions on receiving public aid.

Large Households: Large households (those with over 5 members) have special
needs due to the limited availability of adequately sized and affordable housing.
Because of the shortage of affordable larger housing, lower-income large
households are forced to live in smaler housing units, often leading to
overcrowding and accelerated deterioration of the unit  Therefore, large
households are often considered to be in need of specia housing assistance.
According to the 1990 Census, West Hollywood is home to 312 large families. Of
this total, 60% are considered lower income households, approximately 40%
overpay for housing, and well over 90% live in overcrowded housing conditions.

Persons Living With HIV/AIDS: Persons living with HIV or AIDS have specia
housing needs due to unique circumstances. The health needs of this population
are numerous as are the costs of pharmaceuticals, hedth care, and assisted living.
The exorbitant medical costs associated with HIV/AIDS eventualy consumes
one's entire financial resources, even those necessary for basic housing.
According to the City’s Community Needs Assessment, approximately one in ten
households in West Hollywood have a person who is living with AIDS or HIV.

Table 25 below summarizes the special needs populations in West Hollywood. A
total is not provided since many of the categories may overlap with one another.

City Services. The City of West Hollywood is committed to providing financial
assistance to help meet the needs of vulnerable members of its community. The
City funds much of its housing related services through contract service providers.
For FY 1996-97, the City earmarked $2.5 million in assistance to provide services
for special housing need groups. Table 26 is a partial list of services provided.

Table 25
Special Needs Populations
City of West Hollywood (1990)

Special Needs Group Nos. Share
Elderly Households (age 65 or over) 4,781 21%
Large Households (5+ members) 312 1.4%
Persons Living With a Disability 6,802 20%
Homeless Persons 156 <1%
Female Headed Family W/Children 389 1.7%
Persons Living With HIV/AIDS 3,760 10%
Households Receiving Public Aid 4,038 18%

Source: 1990 U.S Census and CHAS
1994 City Community Needs Assessment
1996 Los Angeles County Dept of Public Social Services
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In addition to the aforementioned services, the City also provides other more
direct forms of housing assistance for very low and low income populations. The
West Hollywood Community Housing Corporation owns eight housing projects

Table 26
Summary of Housing Related Services
City of West Hollywood (1997)

Special Need Inventory of Housing Related Services FY 9697
Population Funding
HIV/AIDS Financial assistance for rent, utilities, pharma- $903,616

ceuticals, food, home hedthcare, dental, insurance and
benefits, public education, and counseling

Elderly Counseling, roommate matching, placement in $637,480
congregate living, congregate meals, home delivered
meals, nutrition education, recreation and education.

Homeless Emergency shelter for the homeless population plus $422,182
transitional housing, counseling, 12-step program, job
training and assistance, referrals, and other services.

FH Families | Preschoal, child care, home visits and enhancement $225,631
General Poor | training to child care providers at home, job training
Large Family | and placement, medical services for the poor, etc.

Disabled Assistance for persons with Alzheimers, counseling $112,999
and case management for genera disabilities, mental
hedlth care, and recovery services for substance abuse

Total $2,472,641
Source: West Hollywood Human Services Department (1997)

providing approximately 116 assisted units for lower income households, persons
living with disabilities, and the elderly. An additional 42 units are in construction.
Moreover, West Hollywood is home to two public housing projects serving 250
elderly persons and a Section 8 project serving another 100 elderly persons.
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4.3 Low Income Population

Prior sections of this report have documented trends in the economic status of West Hollywood
residents, households overpaying for housing, and the genera number of needy households.
However, given funding limitations, a precise definition of housing need is required to determine
eligibility for federal housing assistance. To assist cities in this effort, the Federal Government
has prepared the Comprehensive Housing Affordability Strategy (CHAS) for such a purpose.
This section discusses financial need of West Hollywood residents based on the 1990 CHAS.

The CHAS is a specid run of the 1990 Census that identifies housing need by four household
types -- elderly, small families, large families, and other households. Elderly households consist
of one or two persons, related or not, where householder or spouse is over 62 years of age. Small
related families refer to nonelderly households with two to four members, and large families
have five or more members. Other households refer to one or more persons of unrelated persons.
These definitions of household types are slightly different than in typical Census products.

The CHAS also identifies the number of households that are eligible for financial assistance. To
be considered in need of financial assistance, the Federal Government requries that households
must be lower income (defined as earning less than 80% of the median income for the region)
and overpaying for housing (paying in excess of 30% of their gross income for housing costs).
According to the CHAS, 9,977 or 44% of all households are either lower income or overpaying.
However, only 32% of all households (or 7,124) are defined as in need of financial assistance.

Housing overpayment disproportionately affects renters (36%) versus homeowners (15%) and
differs by household type (Table 27). The elderly and all other nonfamily households have by far
the largest number of households overpaying for housing. However, housing overpayment
appears o affect a disproportionate share of elderly (47%), followed by large families (39%),
large nonfamily households (28%), and small families (22%). Moreover, elderly renters and
large family owners appear to have the highest rates of overpayment of all households.

Table 27
Households Over paying by Tenure
City of West Hollywood (1990)

Households by Tenure # Overpayment by Tenure

Households Renters Owners Total | Renters Owners Total
Total 11,961 169 13657

In Need 6,392 732 7,124 36% 15% 32%
Elderly 2,281 277 2,558 56% 21% 47%
Smdl Family 736 62 798 27% 7% 22%
Large Family 103 13 116 38% 43% 3%
All Others 3,272 380 3,625 31% 14% 28%

Source: 1990 Comprehensive Housing Affordability Strategy database
Owner Totals Include all owned housing units
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44  Regional Housing Needs

The California State L egislature recognizes that each city is responsible for the housing needs of
its residents. As a result, State Housing Element Law requires each city to develop policies and
programs to meet its “fair share” of housing needs for all income groups within its community.
This “fair share” concept is designed so that each city accepts responsibility for meeting the
existing housing needs of its residents as well as projected needs from future population growth.
This section discusses West Hollywood' s progress in meeting its “fair-share’” housing needs.

To assist communities in meeting their “fair share” housing need, the Southern California
Association of Governments prepared a Regional Housing Needs Assessment (RHNA) in 1988.
At that time, cities were assigned their “fair-share” and given five years to meet their obligation.
In 1993, SCAG was scheduled to evaluate the progress made by local governments in meeting
their advisory alocations and prepare another RHNA. However, the State Legidature did not
provide funding and instead extended the housing element deadline several times to 1998.

Currently, the State Legidature is considering Assembly Bill 438, which will fund the third
RHNA in 1998 and extend the deadline for housing element submission to June 30, 1999.
However, because the State Legidature has extended the deadline for housing element
submission, SCAG has not made new housing allocations. Therefore, this Community Needs
Assessment assumes that the “fair-share” allocation made for the planning period of 1989-1994
applies to 1998 or until the State Legidature funds another round of housing need allocations.
The remainder of this section discusses SCAG’s determination of existing and future housing
needs and West Hollywood' s progress in meeting its “fair-share” housing obligations.

Existing Need: The RHNA identifies existing housing need in terms of two key
criteria: housing overpayment and lower income households. The definition of
overpayment is consistent with the Federal standard and is defined as households
which pay over 30% of their annual income for housing costs. To be considered
in financial need, however, households must be lower income, earning ho more
than 80% of the GCounty median household income. “Existing housing need’ is
therefore defined as all households earning less than 80% of the County median
household income and who also pay over 30% of their annual income for housing.

According to the 1988 RHNA, West Hollywood has approximately 11,484 |ower
income households, of which 4,296 or 37% are overpaying for housing. Of this
total, 3,253 households earn very low income (below 50% of the County median)
while 1,043 households earn low income (51% to 80% of the County median).
Due to the predominance of multifamily units, it is not unexpected that the
majority of the City’s households overpaying for housing are renters (98%).
However, it should be noted that the RHNA results may be inconsistent with
findings from the 1990 Census, because the RHNA does not adjust income or
overpayment for differences in household size, family type, or cost of housing.

Future Needs. The RHNA also determines future housing needs in a community.
In brief, a community’s “fair-share” housing allocation is the number of housing
units that need to be constructed to meet projected growth in households, replace

City of West Hollywood I-34 Community Needs Assessment
Housing Study USC - Community Development and Design Forum



expected demolitions of housing units, and achieve an ideal vacancy rate that
allows for the healthy functioning of the market. This figure is also adjusted to
avoid undue impaction of low income persons within any particular community.

The RHNA also requires that newly constructed housing units be affordable to all
economic segments of any community according to four income levels. The four
groups are as follows. very low income households earning below 50% of the
County median, low income households earning 51% to 80% of the County
median, moderate income households earning 81% to 120% of the County
median, and upper income households earning over 121% of the County median.

According to SCAG'’s housing allocations, the City of West Hollywood is
required to produce 668 housing units over the 1989-1997 planning period. Of
this total, the new housing units should be alocated to households by income
level as follows: 102 units that are affordable to very low income households, 140
that are affordable to low income households, 120 units affordable to moderate
income households, and the remaining 307 units for upper income households.

Progress Made: West Hollywood has made considerable progress toward meeting
its housing need alocations through the efforts of the West Hollywood
Community Housing Corporation and the City’s Inclusionary Zoning Ordinance.
During the planning period, WHCHC has built 116 units for eligible lower
income households, with plans for another 82 units over the next five years.
Moreover, the Inclusionary Zoning Ordinance has aso resulted in the
construction of 53 affordable units for low and very low income households.

Of the remaining housing units constructed during the 1989-1997 planning
period, City building records show that 62 apartments were constructed. These
apartment units are considered to be affordable to moderate income households.
This alocation is based on the assumption that new households moving to West
Hollywood probably earn moderate levels of household income (the median of
$29,314 in 1990) and pay approximately the median rent levels ($573 in 1990).
As aresult, households pay no more than 30% of their income for housing costs.

In addition, City building records also show that 127 condominiums, single
family homes, duplexes and townhomes were built during the 1989-97 period.
Based on 1990 Census data indicating a median value of $350,000 for a home and
$215,000 for a condominium/townhouse and because these homes require
significant downpayments and higher monthly mortgages, all of these housing
units built are considered to be affordable only to upper income households.
Progress made toward satisfying RHNA allocations is shown in Table 28.

Deficit: To date, the City of West Hollywood has satisfied half of its regional
housing need dlocation, with a deficit of 228 units needing to be constructed --
most of which must be affordable to moderate and to upper income households.
To satisfy this advisory allocation, West Hollywood could take several avenues--

City of West Hollywood I-35 Community Needs Assessment
Housing Study USC - Community Development and Design Forum



recent legidation, redevelopment funds, and market rate construction. These
avenues are described below and a sample scenario is shown in Table 28.

The State Legidature is considering a bill (AB438), which allows cities to satisfy
25% of the future housing needs by rehabilitating dilapidated housing and making
them affordable to low and moderate income households. This bill offers a better
approach for built-out communities like West Hollywood to achieve regional
housing goals while aso contributing to local goals of revitalization. |f passed,
the City could satisfy much of its remaining need through rehabilitated housing,
depending on the distribution of moderate versus low income units provided.

According to the 1997 Redevelopment Implementation Plan, West Hollywood
will pursue extensive redevelopment activities on its eastside portion.
Specifically, an estimated 70 housing units will be built over the next five years, a
total of 140 units over the next ten years, and 420 units over the thirty year life of
the Plan. Moreover, 55 dilapidated units will be rehabilitated over the next five
years, 110 over ten years, and 500 units over the life of the Redevelopment Plan.
Taken together, 125 units could be constructed or rehabed between 1998-2003.

Lastly, market forces should account for the remainder of housing units needed to
satisfy the moderate and upper income categories of housing need. As of January
1998, there are a number of building permits (an estimated 140) that have been
taken out in past years, but not started due to poor economic conditions. Should
these units be built, the City should satisfy its regiona needs by 2003.

Table 28
Regional Housing Needs Allocation
Housing Built (1988-1997) and Future Housing till 2003

Income Future | Market | WHCHC | Inclus. Other Deficit
Group Need" Units? Units® Units Units*

Vey Low 102 0 116 0 0
Low Income 140 0 82 30 0 0

L ower 242 0 198 30 *min.14 0
Moderate 120 62 0 23 *min.35 0
Upper 307 127 0 160** 20
Total Need 668 189 198 53 210 20
Source: 1. Regional Housing Needs Assessment (1988)

2. New Construction During the Planning Period (1988-1997)
3. WHCHC' s affordable housing units built and planned.
4. Future Units (* redevelopment+ **market rate)
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45 Summary of Housing Need

West Hollywood has demonstrated significant commitment to ensure the availability of safe,
decent, and adequate housing opportunities for all segments of its community. To implement
this broad goal, the previous community needs assessment has analyzed a range of demographic,
economic, and housing stock characteristics to identify present and future need. Later portions
of this report will review the City’s policies and programs used to meet its housing needs.

Table 29 summarizes total housing need by particular need group: housing overpayment, special
need groups, household or new construction growth, and rehabilitation or replacement need. In
interpreting this data, however, total housing need is not determined by either combining or
summing each category. This is because severa categories will naturally overlap, such as the
elderly and disabled. Thus, housing need should only be interpreted for each category

Separately.

Table 29
Summary of Housing Need
City of West Hollywood (1990)

Existing Household Needs Projected Housing Need

| |

Overpaying Households* Household Growth *

Total 7,124 * Very Low Income 102
* Renter 6,392 * Low Income 140
* Owner 732 * Moderate Income 120

* Upper Income 307
Special Need Groups? Need of Replacement *
* Elderly Households 4,781 * Substandard Units Total 500
* Large Families 312 -- Need Moderate Rehab 318
* Female Head Families w/child. 339 -- Need Extreme Rehab 191
* Persons with HIV/AIDS 3,760
* Homeless Persons 156
* Disabled Persons 6,082

Notations. (1) Overpaying Households are based upon the 1990 CHAS
(2) Soecial Needs Groups based upon Sate defined categories

(3) Household Growth based upon 1988 RHNA future housing needs
(4) Housing need based upon 1997 Redevel opment I mplementation Plans
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SECTION |l: CONSTRAINTSAND OPPORTUNITIES

The City of West Hollywood' s ability to ensure the provision of decent and affordable housing
for its residents is affected by market conditions, governmental regulations, and local programs.
Taken together, these factors interact to constrain and encourage the devel opment, improvement,
and maintenance of adequate housing opportunities for all income levels. Building upon the
findings discussed in the previous Community Needs Assessment, this section analyzes a range
of constraints, opportunities, and successes in providing decent and affordable housing.

This section discusses the following topics:

Housing Congtraints: This section analyzes potential constraints on the
maintenance, improvement or development of housing for al income levels,
including the availability of financing, land and construction costs, land use
controls, building codes, site improvements, fees and exactions among others.

Rent Stabilization Program: This section specifically addresses the impact of
rent stabilization on rent levels and housing affordability over the past decade.
Moreover, this section also analyzes the impact of recent legislation on the
rent stabilization program in general and special housing needs in the City.

Affordable Housing Production & Preservation: This section analyzes the
policies, programs, and accomplishments of the West Hollywood Community
Housing Corporation, the Inclusionary Housing Program, Federal public
housing programs, and other programs providing affordable housing to City
residents. It aso analyzes the institutional context of affordable housing at the
State and Federa level. Of particular interest is the analysis of governmental
programs, cooperative public-private partnerships, and other means to
increase and maintain the supply of affordable housing.
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1.0 POTENTIAL CONSTRAINTSTO HOUSING INVESTMENT

State Law periodically requires cities to examine potential and actual governmental and nor
governmental constraints to the maintenance, improvement and development of housing for all
income levels of their community and incorporate such an analysis into a Housing Element.

Potential constraints vary by community but typically include market factors, governmental
regulations, and environmental factors which increase the cost of housing. This section evaluates
the impact of these constraints on the production, maintenance, and improvement of housing.

Before making an assessment of whether a constraint exists, it is important to first define what
constitutes a constraint. Many possible definitions exist. For instance, Santa Monica has defined
an actual governmental housing constraint as any program, individually or in combination with
others, which has a significantly adverse impact on the City’s ability to meet its “fair share”
regional housing needs setforth by the Southern California Association of Governments.
Specificaly, this has been interpreted as any procedures and/or substantive requirements that add
an extra scale of time or cost that adversely affects the financial feasibility of new housing.

In West Hollywood's case, there are also governmental programs which affect the production,
maintenance, and improvement of housing. Land use controls, development standards, building
codes, and fees and exactions all raise the cost of housing reinvestment and therefore may serve
as potential constraints to housing investment. Moreover, market conditions may aso constrain
development, such as the real estate crash of 1989-1992. Plummeting real estate values forced
landlords to postpone housing reinvestment, because they could not reap a competitive rate of
return during the crash. Lastly, environmental conditions such as “blight” may also serve to
unduly constrain the development, improvement and maintenarnce of housing.

However, the existence of a governmental program, market or environmental condition does not
mean that there is a undue constraint to housing reinvestment. The aforementioned condition
must also exceed a threshold. However, defining such athreshold is difficult given that property
owners differ in their experience, ability to raise capital, and skill in overcoming devel opment
obstacles and therefore one condition may be a constraint to one developer and not to another.
Therefore, to avoid such a “case-by-case” assessment, this section considers that an actual
congtraint ( as opposed to potential) occurs when it increases housing costs so high that it makes
an otherwise reasonable project infeasible. As a result, property owners would forego normal
housing reinvestments while new developers would divert their resources to other jurisdictions.

Taken together, this section defines an actual housing constraint as any condition, whether due to
market, governmental, or environmental factors, which significantly interferes with a property
owner’s decision to maintain, improve, or produce existing or new housing. In some cases,
governmental regulations preclude the normal functioning of market mechanisms by preventing
the property owner from achieving an otherwise normal return on their reinvestment. In other
cases, a market for new housing may not exist due to depressed economic conditions. Either
way, these constraints would make projects infeasible so that property owners would forego
reinvestments and new developers would divert their financial resources to other jurisdictions.

1.1 Market Constraints

City of West Hollywood [LA-2  Constraints and Opportunities: Housing Constraints
Housing Study USC - Community Development and Design Forum



The City of West Hollywood is impacted by various market constraints which affect the
maintenance and improvement of the City’s existing housing stock, the construction of
affordable housing, and the preservation of the City’s existing affordable housing. The three
market constraints facing property owners -- land availability, construction costs, financing, and
vacancy rates -- and their impact on the housing market are discussed below.

Land Availahility: Because of its proximity to desirable employment and entertainment
opportunities, West Hollywood is one of the most densely developed cities in California.
As shown below in Table 30, 70% of the City’s residential areas are zoned for high
density use with a maximum of 50 housing units per acre. This density is much higher
than surrounding cities. Moreover, West Hollywood is amost completely built out, with
only 1% of the City’ s total area or 8 acres still available for devel opment.

Table 30
Housing Development By Zone
City of West Hollywood

Zone R1 R2 R3 R4 Total
Acreage in Zone 101.6 50.5 168.8 282.6 603.5
Max. Allowable Density/ Acre 14 22 36 50

Estimated Number of Units 1421 3,175 9,158 14128 | 24,299
Total Vacant Square Footage 9,200 | 63,119 | 159,656 | 127,908 | 359,883
Vacant Land in Acreage <1 15 3.7 29 8.3
Max. Allowable Units Possible 3 32 133 148 316

Source: 1989 West Hollywood Housing Element

The lack of vacant land in West Hollywood is likely a deterrent to housing investment.

First, nearly al land in the City contains existing structures, which thus increases its cost.
Second, developers must usually demolish the existing older structures and then replace
them with new buildings, which again raises the total cost of developing the property.

This condition becomes less of a constraint if the developer can increase housing density
on the lot and therefore earn more income per acre than before. However, this is often
not possible, since much of the City’s property is at maximum density limits.

Land unavailability can thus become a constraint to development, especially when
combined with other governmental programs. Housing development may only be feasible
for under-devel oped properties which have few structures. Then the developer can afford
to demolish the buildings, replace them with higher density units, and thus earn an
acceptable rate of return on investment. However, as discussed in later sections of this
report, the demolition fee must then be taken into account. Parcels with higher-density
dilapidated buildings are less profitable, because the developer must either raise rent
levels or increase housing density -- both which are limited by City ordinances.

Construction Costs: Construction costs typically consist of three major components --
land costs, hard construction or building costs, and also soft construction costs. These
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costs are typicaly uniform across cities and not a constraint to the development,
improvement, and maintenance of housing. In some cases, however, loca factors (such
as shortage of land, environmental constraints, building and safety codes, exactions, or
other similar factors) may raise construction costs and constrain housing investment.
This section provides an overview of typical building costs in West Hollywood.

Estimating the cost of new housing construction in West Hollywood is problematic.
Most of the available land aready has existing buildings on it. Therefore, any new
construction plans and cost estimates must take into account needed demoalition costs.
Moreover, if affordable units are to be demolished, demolition fees are incurred. These
fees vary depending on the number of units to be demolished and/or replaced. The lack of
on-street parking also necessitates building off-street or underground parking, which
depends on the building's density. Lastly, new construction costs must take into account
inclusionary requirements, which affects the number of units on a particular site.

Santa Monica recently evaluated the cost of new housing in their new Housing Element.
This analysis showed that land costs ranged from $45 to $70 psf. with improvements.

Although land costs appear high, building costs are usually the largest component of new
development and depend on the size of unit, stories/height, and quality of amenities.

According to the City of Santa Monica' s survey of real estate professionals, however, the
average construction costs for a 22,500 square foot building is $64 per square foot and up
to $73 psf. if underground parking is required. Since West Hollywood has not
implemented building codes that are stricter than surrounding cities, housing cost
estimates in Santa Monica should apply equally to those in West Hollywood.

The last component of construction costs -- other costs - include a range of “soft” costs
such as developer profit, government fees and taxes, insurance/bonds, engineering and
architectural fees, and other soft construction costs. These soft construction costs
represent approximately 10% of total construction costs. Unlike land costs which vary by
location and construction costs which vary by quality, these soft construction costs are
assumed to be generally the same across jurisdictions. However, there are exceptions. In
some cases, soft construction costs may vary among jurisdictions, especialy if a
particular city has additional fees or exactions that are higher than surrounding cities.

Taken together, it is estimated that new housing construction in West Hollywood costs
between approximately $120 to $153 per square foot. This includes $45 to $75 per
square foot for land, $64 to $75 per square foot for construction costs, and an additional
10% for soft costs. However, as noted above, demolition fees may add significantly
higher construction costs -- up to $80 per square foot. Therefore, if al units in a
demolished building were previously affordable, the City’s demolition fees could raise
costs of new construction from 50% to 66% above the cost of building on vacant land.

Taxeg/Financing: During the 1980s, the real estate markets have seen changes which
have affected the development, improvement and maintenance of housing. For instance,
lending practices have become stricter due to the recession and savings and |oan scandal.
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Priorwise, developers could receive loans exceeding the estimated future project value.
Today, however, construction loans are usually not available for more than 75% of the
future project value, thus requiring the developer to front at least 25% of project value.
The developer may have to contribute more if the total cost exceeds 75% of the estimated
future project value or if net operating income is under 1.15 times the loan payment.

Unfortunately, there is no concrete threshold for determining exactly how much equity
contribution is sufficient to make a project infeasible. This is because developers vary
greatly in their experience, ability to raise capital, and skill in overcoming obstacles.

However, one can assume that the higher the proportion of equity required above 25%,
the more unlikely a project will be infeasible. For instance, if a higher equity
contribution is required, the developer would have to front significantly more cash and
the project would have to achieve a higher value at completion in order to generate the
net cash flow needed to meet the minimum acceptable threshold for cashton-cash return.

The 1980s Tax Reform Acts greatly affected the real estate market for apartments.
Enacted to stimulate a depressed economy, the 1981 TRA reduced the presumed useful
life of an apartment from 40 to 15 years and relaxed the depreciation provisions, thus
allowing a higher deduction against property income and providing a good tax shelter.
However, the 1986 TRA reversed this trend by doubling the presumed useful life
expectancy of rental properties to 27.5 years, replacing the accelerated cost depreciation
method with a straight line method, increasing the capital gains tax by 10% to 28%, and
dropping the marginal income tax rate from 45% to 28%. Thus, the 1986 TRA helped
depress the market for new apartments, because it lowered the potential rate of return.

Mortgage and home improvement financing also significantly affects housing investment.
Loans for new homes can usually be secured for an interest rate of 8% to 9% assuming a
30 year-term fixed rate loan. Of course, the interest rate fluctuates with the economy and
can significantly impact housing costs and affordability. For instance, a 1% increase in
interest rates can cause monthly home payments to increase $250, thus reducing the
number of households qualifying to purchase a home. Small increases in the interest rate
can also cause homeowners to postpone normal routine maintenance and repair work.

In brief, housing investment has been greatly affected by changes over the decade. The
1986 TRA, savings and loan scandal, and economic recession significantly reduced the
attractiveness of new apartment construction. On the other hand, the market for homes
became tighter given dtricter lending practices instituted after the S & L scandal.
However for the resale market, homes values have plummeted in recent years and interest
rates are relatively low, thus making it significantly more affordable to purchase a home.
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Vacancy Rate: Even if the developer could purchase land and secure construction
financing, one must consider whether there is sufficient market demand to absorb new
housng or whether an adequate rate of return is possible on maintenance or
improvement. This consideration is particularly salient given the recent real estate crash
of 1989-1992 and the resulting plummet in home values and rent levels during that time.
In assessing the current condition of the housing market, perhaps the best indicator of the
match between the supply and availability of housing is the vacancy rate.

The vacancy rate works several ways to impact housing reinvestment and affordability.
In an unregulated market, low vacancy rates are indicative of a housing shortage, which
results in higher housing costs, reduced affordability, and even overcrowding. On the
other hand, high vacancies lead to rent deflation and housing affordability, but may also
erode property values, lower profits for rentals, and discourage maintenance and repair.
SCAG dtates that a rental vacancy rate of 5%-6% is needed to ensure sufficient mobility
and housing choice for residents while providing sufficient incentive to maintain housing.

The City’s rental vacancy rate of 3.9% is below the standard of the Southern California
Association of Governments pursuant to their Regional Housing Needs Assessment.
Moreover, with the exception of Santa Monica, West Hollywood' s rental vacancy rate is
lower than the surrounding jurisdictions. For example, Beverly Hills had a rental vacancy
rate of 6.2% and Culver City had arental vacancy rate of 5.4%, and tracts in the adjacent
Wilshire area had an even higher rental vacancy rate of 8.4%. The City’s low vacancy
rate is due to the City’s rent stabilization policies and higher quality of life, which control
increases in housing costs yet smultaneoudly increase demand for housing.

The effect of the City’s low rental vacancy rate is uncertain given the lack of hard data.
In theory, with the absence of governmental regulations, the City’s low vacancy rate or
oversupply of tenants could provide landlords less incentive to maintain housing because
there would always be other tenants who would rent the units regardless of the condition.
However, the tendency to lower maintenance is offset by City housing ordinances
requiring that landlords not reduce the level of housing services paid for by tenants. In
the absence of more definitive data, the overall effect of vacancy rates is unknown but
should continue to be monitored given the phasing in of the Costa-Hawkins Act.

In summary, a combination of market constraints has resulted in an unusually low level
of construction activity over the past decade. Over the past decade, less than 200 new
housing units have been built -- athough 350 units have received building permits. This
lack of congtruction activity is due in part to the downturn in economy, lack of and high
cost of land, and flat real estate market affecting the entire southern California region.
These factors essentially lowered the rate of return on new construction and
maintenance/improvement versus other more attractive investment instruments.
Governmental programs also played an important part as discussed in the next section.
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1.2 Governmental Constraints

Governmental regulations are often cited as constraints to the maintenance, improvement, and
development of housing, because governmenta regulations typically raise housing costs and a
portion of the costs isinevitably passed down to consumers. This section discusses the impact of
land use controls, development standards, building codes, and fees/taxes on the maintenance,
improvement, and production of housing.

Land Use Controls Like all communities, West Hollywood regulates the type, location,
density, and scale of residential development through a range of land use/zoning codes.
These ordinances are designed to balance the need to provide housing opportunities for
all economic segments of the community, while still protecting the general health and
safety of residents and preserving the character and integrity of existing neighborhoods.
Based on the City’s 1997 Zoning Ordinance, residential development is currently allowed
within five general districts. Permitted residential uses are shown below in Table 31.

R1: Low Density Residential, with a maximum of 3 units per lot.
R2: Low Density Residential, with a maximum of 3 units per lot.
R3: Medium Density Multiple Family, with a maximum of 3 stories
R4: High Density Multiple Family Residential

C: All Commercia Zones collectively

Table 31
Residential Development by Zoning District
City of West Hollywood (1997)

Land Uses C1-3 R1 R2 R3 R4
Single Family NP P P P P

Multiple Family NP P P P P

Mixed Use P NP NP NP NP
Res. Care Facility

=/< 6 units P P P P P

7-12 units MC MC MC MC MC
12+ units C C C C C

2nd Residentia Unit NP P P P P

Senior Housing NP P P P P

Artist Loft MC NP NP MC MC

NP = Not permitted =~ MC = Minor Conditional Use Permit Required

P =Permitted Use C = Conditional Use Permit Required
In comparison with surrounding jurisdictions, West Hollywood is zoned at much higher
residential housing densities and has a relatively permissive ordinance with respect to
mixed residential/commercial land uses. Moreover, opportunities exist for housing
specia need households in al residential areas. Therefore, zoning laws are not considered
to be a constraint to the development, maintenance and improvement of housing.
Residential Development Standards: The City’s residential development standards
contain provisions which affect housing costs and affordability such as lot coverage
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limits, building height limitations, densities, setbacks, parking requirements, open space,
and other similar requirements. These requirements affect new development, because
they regulate the number and size of housing units per acre. As a result, these
requirements affect the return on reinvestment possible from the development project.
This section briefly evaluates the impact of the City’ s residential development standards.

Density Limits: Due to its proximity to employment and entertainment opportunities,
West Hollywood has developed into one of the most dense residentia areas in the State.
To help preserve its single family neighborhoods, West Hollywood has enacted a 8.7
du/ac standard for its single family areas which is generally comparable to Santa Monica
and Culver City, but lower than Manhattan Beach and Redondo Beach. Secondly, the
City’s low dengity limit of only 14 du/acre is much lower than all five cities surveyed.

Meanwhile, West Hollywood’ s medium density areas (36 du/ac) is equal to Santa Monica
(35 du/ac), but significantly higher than all other surveyed cities. Moreover, the City
allows the highest density development (50 du/ac). The only exception is the City of Los
Angeles, which alows higher density development for all residential zones.

Structural Limits West Hollywood has also enacted regulations affecting the size of
buildings, such as minimum lot sizes, lot areas and height. A comparison of surrounding
cities (Santa Monica, Redondo Beach, Manhattan Beach, Culver City) shows that West
Hollywood has less restrictions for lot coverage and story limitations. For instance, the
City’s minimum lot size of 5,000 square feet is nearly identical to all other cities
surveyed. With the exception of Los Angeles, the City requires a smaller minimum lot
area per unit (ranges from 872-2,500 sguare feet) than all cities surveyed. Lastly, the
City’s height limitations also appear to be less restrictive than all other cities surveyed.
Taken together, the City’s structural limitations are more relaxed than other cities and
therefore allow developersto build larger and more dense housing than other cities.

Parking Standards: Onsite parking space requirements can also serve as a constraint to
housing devel opment, because they necessarily reduce the maximum number of units that
can be constructed on an acre, the potential revenue per acre, and therefore reduce the
rate of return on investment. In West Hollywood's case, parking standards vary
according to the size of the housing unit. For multifamily units, one (1) space is required
for a studio, one and one-half (1.5) spaces for a 1-bedroom unit, two (2) spaces for a 2-
bedroom unit, and an additional one (1) space for each additiona bedroom. For single
family detached units, the City requires two (2) spaces of enclosed or covered parking.
These standards are comparable to Santa Monica, but lower than Manhattan Beach,
Culver City, and Redondo Beach, and Los Angeles and thus not an actual constraint to
new development.

Open Space: Open space requirements can also constrain housing development, because
it reduces the total amount of livable space that can be constructed per acre and therefore
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lower the possible amount of revenue available from the property. Analysis of the City’s
open space requirements shows a mixed picture. On the one hand, the City’s open space
requirements appear not to be specified for low density zones and thus cannot be
compared with surrounding cities. However, West Hollywood' s open space requirement
for medium density areas (133 sf/efficiency unit and 350 sf for al other units) is triple
that of Santa Monica (100 sf/du), 50% above Manhattan Beach’'s requirements (220
sf/du), and comparable to Redondo Beach (400 sf/du). For high density development,
West Hollywood' s open space requirements are 1.22 times higher than all other cities.

Yard Setbacks: Setback requirements are another method for providing for landscaping
and open space for residential development. Like open space requirements, setbacks can
also constrain housing development if an unusually large amount of space is required,
because the requirements limit the building square footage that can be built on the lot. As
shown on the following page, the City requires a greater setback in low density
residential area -- generally more than Santa Monica, Redondo Beach, and Culver City.
For medium density areas, the City requires greater amount of setback than Redondo
Beach, Manhattan Beach and Culver City, but less than Santa Monica. In contrast to low
and medium density residential development, the City requires the smallest yard setbacks
for high density areas than all other cities including Los Angeles.

Variances: Currently, the City of West Hollywood does not provide for an explicit
waiver of the aforementioned property requirements by Ordinance. However, the City’s
Zoning Code allows the Development Director the authority to grant modifications of the
residential development standards by up to 10% without a public hearing. Residential

development standards include parking, height, yard and lot area requirements. However,
variances exceeding 10% must be decided upon by the Planning Commission.

Taken together, the City’s residential development standards do not appear to
significantly constrain housing development in comparison to standards in nearby cities.
Although the City’s open space and yard setback requirements are generally equal to or
higher than the cities surveyed, they appear to be offset by less restrictive density nad
structural limitations. The City allows for higher densities, has relatively fewer structural
limitations, and the City’s parking requirements are comparable with surrounding cities.
Practically, this means that developers can still construct higher buildings with a greater
FAR than surrounding cities and therefore earn a higher return on their investment. Thus,
residential development standards do not appear to constrain housing devel opment.
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Jurisdiction

Zone |

Multitamily Development Standar ds

West Hollywood and the Region (1997)

M ax.

Min.

Min Lot

Height

Setback

Open Space

Density

Lot Sze

Area/du

LOW DENSITY

(Fr-Rr)

West R1B 14 du/ac | 5,000 sf | specific | 2st-25ft | 15 : 15 NS
Hollywood ft
R2 depends | 5,000 sf | specific | 2st-25ft |15 : 15 NS
ft
SantaMonica | R2R 29du/ac | 3,000sf | 1,500sf | 2st-33ft | 10 : 15| 100 sf/du <6 du
ft
R2 29du/ac | 5,000sf | 1,500sf | 2st-30ft |20 : 15| 50sf/du>6du
ft
Redondo R2 14.6 5000 sf | 3,000sf | 2¢t-30ft |15 : 10| SF- 800 sf/du
Beach du/ac ft
R3 175 5000sf | 2,500sf | 2st-30ft [ 14 : 10| CO 400 sf/du
du/ac ft
R3A 175 5000sf | 2,500sf | 2¢-30ft | 14 : 10| MF 375 sf/du
du/ac ft
Manhattan Not Designated
Beach
Culver City R2 174 5,000sf | 2500sf | 2st-26ft |15 : 10 NS
du/ac ft
R3 15 du/ac NS 2,900sf | 2¢t-30ft | 10 : 15 NS
ft
R3A 15 du/ac NS 2,900sf | 3st-40ft |20 : 15 NS
ft
LosAngeles R2 174 5,000sf | 2500sf | 3st-45ft |20 : 15 NS
du/ac ft
MEDIUM DENSITY
West R3A 36du/ac | 5,000sf | 1,210 | 2st-25ft | 15 : 15 | 133 sf/eff. du
Hollywood sf ft
R3B 36du/ac | 5000sf | 1,210 | 3st-35ft |15 : 15 350 sf/ unit
sf ft
R3C 36du/ac | 5000sf| 1,210 | 4-45ft |15 : 15
sf ft
SantaMonica | R3 35du/ac | 5,000sf | 1,250 | 3st-40ft |20 : 15 same as R2
sf ft
Redondo R1IM 23du/ac | 5,000sf | 1,870 | 2st-30ft | 12 : 10 | MF- 400 sf/du
Beach D sf ft
Manhattan RM-1 | 11.6du/ac | 7,500sf | 3,750 | 2st-26ft | 20 : 10 220
Beach sf ft sf/du<2333 sf
RM-2 | 189du/ac | 4,600sf | 2,300 | 2st-26ft | 20 : 10 350
sf ft sf/du>2333sf
RM-3 | 32.3du/ac | 2,700sf | 1,350 | 3st-30ft 5: 5
sf ft
Culver City R4 29.0 du/ac NS 1500 | 2t-30ft | 10: 5ft NS
sf
ity of West Hottywopg AT tramtsanp Opporrunities HppsTg Corstrgiats
Hla@é&%ﬁﬁ‘ R3 ?ji-/gs 5,000 sf 120(_)- Co;nﬂ%ln'i tg%fet/er oE%eht ;ﬁjl Design m
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Codes and Enforcement: West Hollywood has adopted various building and safety
codes to protect the health and safety of its residents by ensuring the construction,
maintenance, and rehabilitation of housing that is safe, decent, and affordable. Howewer,
since building codes and their enforcement naturally increase housing costs, they also
have the potential to negatively impact the production of housing opportunities. This
section briefly outlines the city codes affecting housing production and maintenance.

West Hollywood has adopted California’'s Uniform Building Code (UBC), 1994 edition,
by Ordinance. By adopting the UBC, the City subsequently adopts the latest Uniform
Plumbing Code, Uniform Fire Code, National Electrical Code, Mechanical Code, and
Title 24 and 25 of State Energy Insulation Regulations, and all following amendments.
These building and safety codes are considered to be the minimum codes necessary to
protect the public health, safety and welfare are adopted by all citiesin California.

In addition to the Uniform Building Codes, West Hollywood must also comply with
federal regulations pertaining to the Americans with Disabilities Act (ADA). In brief,
ADA provisions require that a minimum percentage of units in new housing
developments built after 1989 to be fully accessible to the physically disabled. However,
most of the City’s current housing was built before 1989 is therefore exempt. Still, like
the UBC, all communities are required to enforce ADA laws by the federal government.

Compliance with the City’s building, safety, and accessibility codes and standards does
increase the cost of housing. However, since West Hollywood is aimost built out, these
regulations have a greater impact the rehabilitation, rather than construction of housing.
For instance, most housing was built over 40 years ago, well before the adoption of
current codes, and thus are exempt provided the building is not materially changed.
Therefore, a landlord must decide whether rehabilitation of existing structures is a viable
option if a building must be upgraded to meet current building and safety codes.

In addition to building, safety and accessibility codes and standards, the City has enacted
seismic retrofitting codes pursuant to Chapter 96 of the WHMC and State law (1990).
These regulations require seismic upgrades in order to reduce the potential of earthquake
hazards in unreinforced masonry buildings and protect the public’'s health and safety.

Because these improvements benefit tenants, however, the City allows landlords to apply
for a rent increase to pay for the capital improvements resulting from seismic upgrades.
Thus, landlords can potentially recover the full costs of their capital improvements.

Although the City’s building, safety and accessibility standards increase the cost of
housing, they are not considered to be a significant housing constraint. All cities in
California area adopt nearly identical building and safety codes, and therefore, all
developers and property owners face basically the same constraints regardless of location.
Since the City has not adopted more stringent codes than other cities, they are not a
significant constraint to the maintenance, improvement, and development of housing.

Fees and Taxes: State law authorizes communities to charge developers for providing
specific services as well as meeting the resulting service impacts from new development.
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These development fees are often cited as a constraint to the maintenance, improvement,
and development of housing, because they raise development costs and a portion of these
costs are passed down to consumers in the form of higher housing costs. This section
addresses whether these fees constrain housing reinvestment in the City.

Like al other cities throughout California, West Hollywood levies various charges to
support new residential development. The two largest fees charged by West Hollywood -
- sarvice fees and development impact fees -- are described as follow:

(1) Service fees -- are charged to recover the costs of providing development
services of planning/zoning approvals, subdivision map approvals, environmental
review, engineering and plan checks, and building permits among others.

(2) Impact fees -- are charged are levied as a condition for the approval of a new
development project and are used to offset the future impact that development
will have on City schools, parks, housing, and other basic services.

In evaluating West Hollywood' s service and impact fees, it should be noted that the City
obvioudly levies other charges which also raise the cost of housing development, such as
business licenses, building permits and many others. Also, benefit assessments for street
maintenance, library services, and other services aso raise the cost of development.
Notwithstanding, this section is designed to outline only the major development fees.

Additional and more comprehensive studies can be done to fully assess the cumulative
financial impact of the total amount of fees charged for residential devel opment.

Assessing whether a city fee or tax constitutes a constraint to housing development is
difficult given that each developer has a different threshold for absorbing the extra cost.
However, two genera rules provide such a guideline: first, whether the fee is reasonably
related to service costs or the impact caused by development; and second, whether the fee
is reasonable in comparison to adjacent cities. If either criteria is not met, builders may
develop housing elsewhere where the rate of return on investment is higher. If both
criteria are met, the City’ s fees are not considered to be a constraint to development.

To form a comparative base of industry benchmarks from which to compare with
practices in West Hollywood, the cities of Santa Monica, Culver City, Redondo Beach,
Los Angeles, and Manhattan Beach were surveyed. In addition, information was also
obtained from the Los Angeles County Sanitation District, Los Angeles Unified School
Didtrict, and other agencies which charge service and impact fees for new residentia
development. Lastly, the Government Codes were consulted for statutory requirements
for fees. The remaining portion of this section discusses the results of this survey.
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Service Fees: As stated above, the City charges service fees to recover the costs of
providing specific services to developers. These include fees to recover the costs of
planning and zoning approvals, subdivision map act approvals, environmental review,
engineering and plan check services, and building permits among others. On an annual
basis, the City reviews these fees relative to the costs of providing service and compares
them to fees charged in neighboring jurisdictions to ensure they remain competitive.

To determine whether the City’s service fees are a constraint to development, State law
provides clear guidelines. California Government Codes specifically require that locally-
imposed fees must not exceed the estimated reasonable cost of providing the service.
Since al cities are basically prohibited from making a profit on services, only the
minimum fee amount should be charged to developers. This does not mean that fees are
uniform across al cities, since each have different capacities to provide servicesin a cost-
effective manner. Rather, the fee must approximate the cost of providing service.

Secondly, West Hollywood's fees also do not appear to be unreasonable compared with
fees charged in surrounding jurisdictions. Table 33 compares West Hollywood's fees
with those charged in Santa Monica, Redondo Beach, Manhattan Beach, and Culver City.
As shown below, the City’'s fees generally fall within the normal range of other cities.
West Hollywood's fees are generally lower or fall within the middie of the range. The
only exception is building fees, which are generally higher than other cities.

Table 33
Residential Development Fees
Comparison of Surrounding Cities

Fees Santa | Redondo | Manhattan West Culver
Monica Beach Beach | Hollywood City
Dev. Agreement $10,000 $1439 | -mmeeee- $1,260 $2,578
Tract/Parcel Map $2,287 $1,083 $1,018 $660 $558
Site Plan $3,399 $1,439 $2,870 $---- $425
PlanCheck (Apt $1,590 $1,052 $1,059 $1,508 478
$100k)
Building Permit $652 $1,052 $1,059 $1,905 $686
Conditional Use $2,053 $1,024 $2,008 $1,445 $1,001

Source: City of Santa Monica 1997 Housing Element

In summary, the City’s application fees for residential development appear to be
reasonable in comparison with surrounding jurisdictions. Although there are dlight
differences among jurisdictions, the variation appears to be due to the normal differences
in the cost of providing services. Moreover, State law aso requires that fees be
reasonably related to costs -- a requirement which is also supported by the survey. Asa
result, service fees alone do not appear to constrain housing investment.
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Development Impact Fees:. As stated above, the City of West Hollywood, Los Angeles
County, Los Angeles Unified School District, and the County of Los Angeles charge a
range of residential impact fees to offset the future impact that development will have on
existing infrastructure, city services (such as public safety), schools, and other services.
In West Hollywood, developer are assessed fees for public art, parks and recreation,
public schools, traffic mitigation, sanitation, and inclusionary housing among others.

To determine whether the City’s service fees are a constraint to housing devel opment,
State law provides clear guidelines for developing and assessing an impact fee. State
Government Codes require that all impact fees must have a substantial nexus to the
development and that the dedication per project be roughly proportional to its impact.

This does not mean that impact fees are uniform for all cities, since cities differ in their
capacity to accommodate additional demands on their service system. However, it does
mean that fees and exactions must be reasonably related to the service impact.

The second question of whether residential development impact fees are comparable to
other cities is summarized below for a sample 10-unit building valued at $1.25 million.
As shown in Table 34, impact fees average $44,000, with a high of $85,000 in West
Hollywood to a low of $25,000 in Santa Monica. Although the City’s fees are twice the
survey average, they are similar to nearby Culver City. Therefore, the City’s impact fees
(excluding in-lieu housing) do not appear to significantly constrain housing reinvestment.

However, the picture changes significantly when inclusionary housing fees are added. As
shown below, the addition of in-lieu housing fees raises housing costs in Santa Monica
and West Hollywood by approximately 250% above the average of the four cities without
inclusionary housing requirements. (Note: Santa Monica's fees are undergoing revision).
Therefore, based on this survey, it appears that the City’s inlieu housing fees may
constrain housing reinvestment. This topic is more fully addressed later in this section.

Inclusionary Housing: The State L egislature has declared that a severe housing shortage
Table34
Residential Development I mpact Fees
Comparison of Surrounding Cities

I mpact Fees Santa | Redondo | Manhatt West Los Culver
Monica Beach Beach | Hollywd Angeles City
Park Fee $2,000 $4,000 $16,090 $33,230 $14,570 $45,000
Art Fee none none none $12,500 none $12,500
School Fee $18,400 | $18,400 $18,400 $18,400 $18,400 $18,400
Transportation na na na $4,480 na na
Sanitation $5,200 $8,460 $8,460 $16,680 $5,200 $5,200
Subtotal $25,600 | $30,860 $42,950 $85,290 $38,170 $81,100
Housing In-lieu | $150,000 na na $84,525 na na
Total $170,400 | $30,860 $42,950 | $169,815 $38,170 $81,100

Note: Scenario assumes 10 unit multifamily building for an estimated value of $1.25

million

Other impact fees may apply. The fees shown are only a representative sample.
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exists statewide and that cities have a responsibility to provide housing for al income
levels of their community. To ensure cities further this goal, the Legidature has adopted
mandatory requirements pursuant to State Redevelopment law and advisory requirements
pursuant to the Regional Housing Needs Assessment. Moreover, severa cities have also
adopted other programs to encourage and maintain affordable housing, such as
inclusionary housing and rent stabilization.  This section addresses the City's
inclusionary housing program, while other parts of this report address rent stabilization.

Like 64 cities in Cdifornia, West Hollywood has implemented inclusionary housing
requirements to “encourage low and moderate income housing, and housing for the
disabled and older residents’ (WHMC, Section 9401). Since its inception, this program
has generated $4.0 million in in-lieu fees for 53 units affordable to low and moderate
income housing. In recent years, however, the sparse building activity in the City,
postponement of 143 new housing units, and $2.3 million in unpaid in-lieu fees (fees that
could have been raised if permit applicants built units) has raised the question of whether
the Program has aspects that constrain housing reinvestment in light of market
conditions.

City Practices. Inclusionary housing programs are not a particularly common method
utilized by cities to encourage the production and maintenance of affordable housing.
Based upon a 1994 survey conducted by the California Coalition for Rural Housing
Project, only 65 cities or 12% of the nearly 500 cities in California have inclusionary
housing requirements. The majority of programs are found in the Bay Area or southern
Cdlifornia. In Los Angeles County, however, only 4 of 88 cities (i.e.,, Santa Monica,
Burbank, West Hollywood and Agoura Hills) maintain an inclusionary housing program.

The City’s Inclusionary Housing Program requires developers to set-aside a portion of
units in each new residential development for low and moderate income households. The
set-aside requirement is 20% for projects of 11 or more units and 10% for projects with
10 or fewer units. For projects with 20 or fewer units, developers may pay afee, provide
units, or provide a combination of units and fee ranging from $5.74 psf for a Tunit
project to $11.47 psf for projects of 10 or more. If rent-stabilized units need to be
demolished, however, the developer must either replace al the demolished housing units
on aone-to-one basis or pay an alternative demolition fee ranging from $41 to $82 psf.

In evaluating West Hollywood's Inclusionary Housing Program, several elements are
key: (1) minimum project threshold; (2) set-aside requirement; (3) affordability controls;
(4) target population group; (5) eigibility criteria for households; (6) diversity of funding
sources; (7) offsets/incentives for developers; and (8) aternatives to onsite construction.
The source of the industry benchmarks for a comparison with West Hollywood's
Program is the 1994 survey conducted by the California Coalition of Rural Housing
Project. A summary of this comparison is shown on the following page in Table 35.
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Table 35
Inclusionary Housing Practices
Survey of Cities Across California

Practicesof Comparable Citieswith City of West
Inclusionary Housing Programs Hollywood

Project 3 The majority of cities have a low minimum threshold. About -0- units

Threshold 48% of cities have a minimum project threshold of equa to
or less than 5 units, 45% of cities use a 6-10 unit threshold,
and 7% of cities use a 10+ unit threshold.

Set-Aside 3 Approximately  40% of cities have a 10% set-asde 10% - 20%

Requirement requirement, 20% of cities have a 15% set-asde
requirement, and 28% of cities have a 20% requirement.

Over 90% of cities range between 10% to 20%.
Affordability | 3 About 17% of cities require units to remain affordable for Permanent
Controls equal to or less than 20 years, 30% of cities require 30 years,

17% of cities require 40+ years, while one-third (36%)

require permanent affordability.

Target Group | 3 Most cities target low to moderate income households and Same
40% of cities which require a specific mix of units require
that one half be dligible to low income, while the other half
be eligible to moderate income households.

Eligibility 3 Low income is defined as income below 50% of the regional Same, except
median. Low income is defined as below 80%, and that MOD is
moderate income is defined from 80% to 120%. 80%-100%

3 66% of cites adopt the federal standard of overpayment, while Same
the remainder use either 25% or 35% of income.

Funding Mix | 3 50% of cities uses non-local subsidies to build units, CDBG
(36%), State/Federal Tax Credits (21%), HOME (19%),

Rental Housing Construction Program (10%) No subsidy
3 58% of cities use loca subsidies to build units, including

Housing Trust Funds (34%), Redevelopment Set-Asides

(32%), and loca bonds (8%) among other sources.

Incentives 3 Cities offer various incentives to encourage the production of | State mandated
affordable housing units. The top four incentives are density |  density bonus
bonus (94%), fee waivers or deferrals (56%), priority program only
processing (42%), and regulatory relief (39%). Waivers

Alternatives 3 Alternatives to on-site development of affordable units In-lieu fee
include in-lieu fees (61%), land dedication (35%), off-site | off-dteif >21
development (54%), and credit transfers (10%). units

3 Inlieu fee ranges from low of $18,330 or $1,833/unit to highest of all
$91,760 or $9,176/unit with an average of $45,000 per unit. $460,240
No city had a separate and higher demolition in-lieu fee. no hardship

3 39% of cities have hardship or exemption provisions exemption

Source: California Coalition for Rural Housing Project (1994)
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As summarized below, the City of West Hollywood's Inclusionary Housing Program has
similar requirements for multifamily units to similar programs found in other comparable
cities across California. Specifically, West Hollywood is:

Among a plurality of cities (48%) with a low minimum project threshold of
equal to or less than five units,

Among the mgority of cities (90%) which have a set-aside requirement for
new multifamily housing units ranging from 10% and 20%;

Among aplurality of cities (36%) requiring permanent affordability controls;
Among the magority of cities which target low and moderate income
households for inclusionary housing digibility;

Among a magjority of cities (66%) that use the federal standard of affordability
(30% of household income) to define affordable rent levels; and

Among a mgjority of cities allowing developers alternatives (such as in-lieu
fees and off-site construction) to the production of affordable units.

Fee Provisions: Despite the similarity of the City’s Inclusionary Housing Program with
those found in other cities, there are three notable differences -- in-lieu fees, demolition
fee, and hardship exemption -- which differ from practices of other cities. As stated
earlier, developers of projects with fewer than 20 units have the option of providing
affordable units, paying an in-lieu fee ranging from $5.74 psf. to $11.47 psf., or providing
a combination of units and fees. If rent-stabilized units are demolished, however, the
developer must replace all the units or pay a demolition fee ranging from $41 to $82 psf.
Unlike 40% of other cities, the City does not have a hardship exemption.

The City’s in-lieu fee structure is based on the size of the building and is calculated with
the goa that an average five unit project should yield a target subsidy of $35,000 -- or
one-third the average costs of an affordable unit. The in-lieu housing fee is calculated as
follows: $35,000 = 5 units x 1,000 sf. x fee; where 1,000 is the average sf. per unit.

Using $7.00 psf. as a base, the fee is raised 10% per unit for projects above 5 units, and
decreased 10% for projects below 5 units. The demolition fee is aso based on the
rationale that the developer should provide at least $35,000 for each rent-stabilized unit.
The base demolition fee of $35 psf isthen raised $5 psf. per additional unit demolished.

To evaluate West Hollywood's in-lieu housing fee, a survey was taken of cities with
successful inclusionary housing programs according to the California Coalition for Rura
Housing as well as other jurisdictions in the immediate vicinity of West Hollywood.

Sample fees were then calculated based upon a hypothetical 10- unit apartment building.
As shown in Table 36, the survey revealed three conclusions: (1) the City’s fee was the
highest and double the average of surveyed cities; (2) no city charged a separate in-lieu
fee for demolitions and the City’s fee of $41-$82 psf actually exceeds the hard costs of
new construction ($40-$75 psf); and (3) the City does not offer a hardship exemption.

These findings have clear implications with respect to reinvestment in the City’s housing.
As discussed prior in the Needs Assessment, the City’s housing stock is gradually aging,
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Table 36
Inclusionary Housing Fee Survey
Sample of Surveyed Cities

County FeeBasis Sample Demo
Santa Monica LosAngdes | $51,000/unit* $510,000* none
West Hollywood | LosAngeles | $5.64-$11.27 psf | $91,760 $460,240
Carlshad San Diego $4,515/unit $45,150 none
Coronado San Diego $7,000/unit $70,000 none
Petauma Sonoma $2,400/unit $24,000 none
Davis Sacramento $20,400/unit $71,400 none
Livermore Alameda $1,833 per unit $18,330 none
Pao Alto Santa Clara 5% gross sales $40,000 none
Other Westside Cities
Redondo Beach | LosAngeles | none none none
Manhattan Beach | Los Angeles | none none none
Los Angeles LosAngeles | none none none
Culver City LosAngeles | none none none

Notes: * Currently under substantial revision
Based on hypothetical 10-unit building

with approximately 75% over 40 years old -- the threshold for when a multifamily unit
needs substantial rehabilitation. Furthermore, 16% of the City’s housing stock was built
before 1940, the industry standard for when an unmaintained home becomes dil apidated.
Finally, an estimated 2% of the City’s housing stock is currently substandard.
Practically, this means that ensuring adequate maintenance and improvement may
become the most important housing issue facing West Hollywood over the next decade.

However, the City’s current “in-lieu” fee, in its present structure, appears to significantly
constrain the development, maintenance, and improvement of housing. For instance,
assuming average hard construction costs of $75 psf., the City’s in-lieu fee would raise
the hard construction costs for a sample 10-unit apartment by $11.47 psf. or by 15%.
More importantly, if a developer wanted to demolish a 10 unit dilapidated, rent-stabilized
unit, the demolition fee would increase construction costs by $81 psf. or by 108%.

The practical implications of these additional costs are predictable. Unless the housing
market is strong, developers have incentive to build elsewhere to avoid the 15% increase
in costs. The effect is even more dramatic for development requiring demolition. Few
developers would bewilling to absorb an extra 100% in construction costs. And without
a method to determine whether a financial hardship exists, the in-lieu fee likely constrains
housing development -- especialy in the margina housing market of today.
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1.3 Environmental Constraints

Environmental constraints can also have a detrimental impact on the maintenance, improvement,
and development of housing. These include physical, economic, and socia conditions of blight
as well as other environmental constraints which discourage reinvestment. This section assesses
the major environmental constraints to housing reinvestment in West Hollywood.

Blighted Conditions: Blighted conditions, whether physica or economic, is often
credited with discouraging reinvestment in housing. A blighted area is characterized by
the existence of structures or buildings which are unfit or unsafe to occupy for their
intended purposes and are conducive to ill health, transmission of disease, infant
mortality, juvenile delinquency, crime and other social and economic ills. These blighted
conditions cause a reduction of, or lack of, proper utilization of the area and place a
burden on the community which could not reasonably be expected to reverse itself or
aleviated by private enterprise acting alone without public redevelopment activity.

Sections 33031 and 33032 of the California Redevelopment Law provide a more detailed
definition of blight. Physical conditions that cause blight include unsafe and unhealthy
buildings, factors hindering the economic use of buildings or lots, nearby uses which are
incompatible, and subdivided lots of irregular shape which have multiple ownership.
Economic conditions causing blight include: depreciated or stagnant property values,
areas with high vacancies, high turnover rates, or abandoned buildings; lack of necessary
commercia facilities normally found in neighborhoods; residential overcrowding and
excess of “adult-oriented businesses; and a high crime rate that threatens public safety.

According to a recent analysis, “Preliminary Report for the Eastside Project Area,”
significant blighting conditions were identified on the Eastside of West Hollywood which
were deemed to require redevelopment activity in order to ameliorate these conditions. A
study conducted by RSG identified 1,893 instances of physical blighting conditions,
which include dilapidation and deterioration of buildings, inadequately sized lots, lack of
parking, incompatible land uses, and substandard design of buildings and lots. The most
common corditions were deferred maintenance (34% of all parcels), security bars (48%)
vegetation problems (21% of parcels), and lack of parking (16% of parcels).

The Eastside also suffers from the existence of excessive economic blighting conditions.
For example, after the real estate crash in 1989, single family homes on the Eastside sell
for only 60% of their peak post-crash price, while homes on the Westside sell for 90%.
Moreover, the Eastside’'s apartment turnover rate of less than 1% annualy is
characteristic of a marketplace where economic expectations exceed market realities.
The Eastside also suffers from a 10% overcrowding rate -- twice the Citywide average.
Lastly, Santa Monica Boulevard is characterized by a transient population, various adult-
oriented entertainment uses, and a high crime rate for narcotics and prostitution. The City
isnow considering ways to improve its physical, economic, and social conditions.

Other Conditions: There are also other environmental conditions which affect the market
for the maintenance, improvement, and development of housing in the City. The City’s
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1988 General Plan identifies three major constraints to housing development-- noise
levels due to traffic and land use patterns, an aging infrastructure requiring capital
improvements, and a severe shortage of parks and recreation land.

Noise: The City has identified many residential areas located adjacent to heavily
congested arterials which are exposed to unacceptable ambient noise. Specifically, areas
most affected to unacceptable noise levels are along the following streets. Fountain, San
Vincent, Fairfax, Crescent Heights, and Doheny. These areas are affected by high traffic
volumes, noise from adjacent commercial land uses, short term construction projects, and
other noise generating activities. However, the City has ingtituted various noise
mitigation measures to maintain the quality of life in the affected residential aress.

Infrastructure: The City’s General Plan identifies infrastructure issues affecting housing.
Most importantly, these include an aging storm drain system in need of repair and an
overloaded sewer system causing groundwater infiltration and backups. Furthermore, the
City is currently at its contractual limit for connection to the Hyperion Sewage Treatment
Plant. Lastly, the water system is also aging and in need of substantial rehabilitation over
the next decade. The City’s Genera Plan also provides for a set of policies and
implementation programs to meet the demands caused by aging infrastructure.

Parks and Recreation: The City’s General Plan also identifies a severe shortage of parks.
Although this shortage does not directly impact housing development and maintenance, it
should be considered if the City decides to pursue densification policies. Using National

Recreation and Parks Association standards as a benchmark, there is a severe shortage of
local parks and recreational facilitiesin West Hollywood. At the same time, thereis also
very little available land for new parks as well as adequate public recreational facilities.

The City’s Genera Plan identifies policies and programs to meet the current deficiency.
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1.0 RENT STABILIZATION

1.1 Introduction
Rent Stabilization has been a key component of the City of West Hollywood' s housing
program since incorporation. The City has recognized the need to maintain population
diversity, and to protect vulnerable sectors of the population (low/moderate income, elderly
and disabled residents, in particular) from the uncertainties of wide fluctuations in rent levels.
In this regard, maintaining a stock of affordable housing has been identified as an important
strategy to maintain diversity. And rent control has been an important mechanism for
maintaining housing affordability. This section of the Housing Study will review and
analyze existing policies and programs, and determine the impact of rent stabilization on
affordability. It will also examine the implications of the Cost-Hawkins legidation on rent
affordability.

12 Rent Stabilization: Existing Policiesand Programs
The need for rent stabilization in the City of West Hollywood was a magjor reason behind the
push to have the City incorporated in late 1984. There was widespread concern that because
of the shortage of rental unitsin the City, rent levels were rising at an excessive rate. The
shortage was, for the most part attributed to the low rate of construction of new units due to
high interests rates, high land, and high construction costs prevailing at the time. Prior to
incorporation, rents were regulated by the County of Los Angeles which was about to
implement deregulation. It was felt that such measure would have led to excessive rent
increases and the forced displacement of low and moderate income tenants. Moreover, the
City had a substantial number of elderly residents who paid alarge portion of their incomes
on rent. In the face of excessive rent increases, displaced low and moderate income and
elderly tenants would have experienced extreme difficulty finding affordable housing in the
City. Asaresponse to these concerns, the Rent Stabilization Ordinance was passed shortly
after incorporation.

The Rent Stabilization Ordinance is essentially an instrument to moderate and monitor the
rate of rent increases for rental housing in the City, to ensure that such housing is maintained
at areasonable standard, and to mediate differences between tenants and landlords,
particularly those related to maintenance and services, rent increases/decreases, termination
of tenancy, and evictions. In thisregard, it should be noted that the Ordinance is not limited
to addressing issues of rent control only. Rather it attempts to mediate a broad range of
issues pertaining to landlord/tenant relationships in respect of rental housing.

In terms of the Ordinance, a Rent Stabilization Commission was established to implement the
Ordinance, hear appeals, and report to the City Council. Rent control is generally applicable
to rental housing constructed before July 1, 1979 (Ord. 6406(a)4). Because substantial rent
increases were imposed during 1984 prior to incorporation and in anticipation of rent control
measures, the Base Rent was rolled back, for most units, to the rent that was in effect in April
1984 (Ord. 6402(a)). After September 1985 annual general (across the board) rent increases
were allowed without application to the City, and were limited to 75% of the increase in the
CPI during the preceding twelve months (Ord. 6409). Under specia circumstances both
landlords and tenants are allowed to apply to the City Council for rent adjustments.
Landlords may apply for adjustments based on Fair Net Operating Incomes as specified in
the Ordinance and building improvement increases(Ord. 6411(c)1, 2). Tenants may apply
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for rent adjustments if there has been a discontinuance or reduction of housing services
without a reduction in rent, if stipulated maintenance has not been performed, or if the
landlord has charged rent in excess of the maximum permitted (Ord 6411(d)). The
Ordinance specifies minimum maintenance standards for rental al rental units (Ord. 6412),
as well as permissible reasons for terminating or refusing to renew atenancy (Ord. 6413).
Under certain circumstances landlords are required to pay tenants a relocation fee for
termination of tenancy ( Ord. 6413(b)).

1.3 TheEffectsof Rent Stabilization
Rent Stabilization has had the effect of moderating rent increases and maintaining rent levels
in the City below those of surrounding areas. Figure 1 shows the median rent for 1980 and
1990 for the five census tracts of the City of West Hollywood (Tracts 7001, 7002, 7003,
7004, and 7005) and seven adjacent tracts to the north and east of the City (Tracts 1898,
1899, 1901, 1919, 1920, 1944, and 1945). The 1980 average for the five West Hollywood
tracts is $334, while that for the seven surrounding tracts is $38 lower at $296. However, the
effects of rent stabilization become evident with the 1990 figures. The average rent for the
five West Hollywood tractsis $621, some $70- dollars below the average rent for the seven
surrounding tracts, which is $691.

Figure®6:
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These differences are further illustrated by the change in rental between 1980 and 1990.
Figure 2 shows the increase of 1990 rents over 1980 rents, expressed as a percent. All five
census tracts of the City of West Hollywood display an increase of less than 98% over the ten
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year period (the range being 81.9 - 97.7%). All seven surrounding tracts had an increase in
excess of 109% for the same period (the range being 109.8 - 162.2%). The average increase
for the five City tracts was 87.2%, compared to 134.5% for the seven surrounding tracts.

Maximum rent chargeable for non-exempt units in the City are limited by the Maximum
Allowable Rent (MAR). The data described above give some indication of these rent levels
in relation to surrounding areas. However comparisons within the city between the MAR of
non-exempt units and actual rents received rents for exempt units would help establish the
extent of differences (if any) between MAR levels and “market” rentals charged for non
exempt units (although factors such as building age and condition would still have to be
factored in). Since such datais not readily available, a comparison of MAR levels and
average or median rentals would give some indication of this relationship, provided three
important limitations are borne in mind. First, it should be noted that the average MAR
levels apply to norrexempt units only. Second, MAR is merely an upper limit that should
not be exceeded and is not necessarily areflection of actual rents charged. And third, the
average or median rentals are based on rents for exempt as well as non-exempt units, and
therefore do not reflect market rental because the averages are “suppressed” by the MAR
levels applicable to non-exempt units.

The average MAR and the average rentals for 1985 and 1990 for the five census tracts of the
City of West Hollywood are tabulated in Table 1. The differences between average rentals
and MAR for these years are indicated in figure 3. In 1985 average rents for the five census
tracts in the City were $23 dollars above the MAR. In 1990 the median gross rents for the
five census tracts in the City were $59 below the MAR.

Table 1:
MAR and Average Rents 1985, 1990 and 1996 for City of West Hollywood by Census Tract
CENSUS TRACT

7001 7002 7003 7004 7005
1985 AV. RENT $473 524 556 710 530
1985 MAR $432 499 582 564 600
(AV. RENT) - (MAR) 1985 M1 25 -26 146 -70
1990 MED. GROSS RENT $528 601 666 646 673
1990 MAR $545 629 733 716 785
(MED. GROSS RENT) - (MAR) $-17 -28 -67 -70 -112
1990
1996 MAR $637 728 838 854 910
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Source: City of West Hollywood, 1990 U.S Census

Figure7:
Difference Between Average Rent and MAR, 1985, 1990, For City of West Hollywood by Census Tract
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Housing affordability in general has been discussed in the Community Needs Assessment
section of thisreport. Figure 23 in that section shows the burden of rent for West
Hollywood, the West Side, and the City of Los Angeles. In terms of Federal Government
Standards, households that pay over 30% of their income for gross housing costs are
considered to be overpaying. In thisregard, according to the 1990 U.S Census, over 46% of
rentersin West Hollywood are overpaying, compared to 51% for the City of Los Angeles.

At the other end of the spectrum, 28% of households in West Hollywood are paying less than
20% of their incomes for gross rent, compared to 24% for the City of Los Angeles. The
effect of rent stabilization is more evident in the fact that between 1980 and 1990, the percent
of households that were paying more than 30% of their incomes in rent dropped by 4%, from
50% in 1980 to 46% in 1980 (see aso Chart 25).

Although Rent Stabilization improved housing affordability in the City, the number of renta
units, as well as the number of rent controlled (or non-exempt) units declined. During the
1980 - 1990 period there was a decrease in the number of renter occupied units. According
to the U.S. Census, the number of units in the City of West Hollywood decreased by 9.9%
from 19468 in 1980 to 17539 in 1990. By comparison, the four west side cities of Santa
Monica, Culver City, West Hollywood and Beverly Hills as a group experienced a 5.6%
decrease from 69,312 unitsin 1980 to 65,429 in 1990. In West Hollywood, alarge portion of
this decrease is attributable to an increase in conversions from rental units to condominiums
in response to rent control. Thus, although rent stabilization largely achieved the objective of
moderating rent increases, it may have also contributed to a decrease in the rental stock.

There has also been a decrease in the number of rent controlled (or non-exempt) units. These
generally occur when units are demolished, converted to hotels or other commercia or non
rental use, when rental units get occupied by owners or their relatives, or when rental units
are converted to condominiums. Between 1987 and 1996, there was a 12.9% drop in the
number of norrexempt units, from 18,060 to 15,737. Figure 4 shows the distribution of non
exempt units among the five census tracts of the City and the change in number of units from
1987, to 1990 to 1996.

The decrease in the number of nonrexempt unitsis also illustrated in figure 5. The greatest
decrease occurred during the period 1987 to 1990, that is shortly after the Rent Stabilization
Ordinance took effect. During this period the City of West Hollywood experienced a
decrease of 1,764 units, a 9,8% drop over athree year period. The rate of decrease has,
however, dropped substantially during the 1987 to 1996 period, to 559 units, a 3.4% drop
over asix year period. Most of the decrease in nortexempt units occurred in the west side of
the City. The two west side census tracts, 7004 and 7005 accounted for 55 % of the decrease
(1275 units) over the 1987-1996 period. Also, most of the decrease took place during the
1987-1990 period - a decrease of 1020 units representing 90% of the units lost during the
1987-1996 period. The east side tract (7001) accounted for the second largest share of
reduction in non-exempt units. During the six year period it experienced a loss of some 465
non-exempt units. This represented 20% of al units lost during this period.
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Figure8:

No. of Non-Exempt Units by Census Tract for the City of West Hollywood, 1987, 1990, 1996
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Source: City of West Hollywood

o
[
20000 &g -
AR )
18000 o
—
16000 —
@
E 14000
— 12000
o
§ 10000
L 8000 +—o o
. = 5
S 6000 {—%-5-5 gag — — 2
o83 NS =] L g 3 ® 8 &
4000 1 — a8 a8 S—& 01987
0 : : : : ® 1996
7001 7002 7003 7004 7005 cITY

1 1990-1996
[31987-1990

Figure9:
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The share of nonexempt units by census tract for the City of West Hollywood for the years
1987, 1990 and 1996 isillustrated in Figure 6. The two east side tracks, 7001 and 7002 have
the greatest share of nonexempt units and have maintained this position throughout the
period. In 1996 these tracts contained 50% of all nonrexempt units in the City, a dight (2%)
increase over their 1987 share of 48%. The west side tract, 7005, on the other experienced a
2% drop in its share from 20.3% in 1987 to 19% in 1996. The two central tracts remained
more or less steady at around 15% each. This indicates a dight shift in the concentration of
non-exempt units towards the east side of the City, but is, a best a negligible trend.

Figure 10:

Share of Non-Exempt Units by Census Tract for City of West Hollywood
Source: City of West Hollywood
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Many community leaders interviewed indicated that a key objective of the rent stabilization
programs was to ensure a more settled population. The effects of the programs on length of
stay areillustrated in Table 2 below. In West Hollywood, the share of renters who remained
in place for less than a year decreased from 34% in 1980 to 25% in 1990. By comparison,
this figure remained constant at 36% in The City of Los Angeles during the same period. At
the other end of the spectrum, there was also a positive trend towards a more stabilized
population in West Hollywood. Between 1980 and 1990 the share of renters who had
remained in place for more than 10 years increased from 13% to 24%. Los Angeles
experienced a more modest increase from 11% in 1980 to 16% in 1990.. This confirms that
in 1980 and 1990 the renter population in West Hollywood enjoyed longer tenures than the
population of Los Angeles. More importantly, the figures confirm that the share of short
term tenants in West Hollywood decreased, while the share of long term tenants increased.
This indicates trend towards lower mobility in West Hollywood.
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Table2:
Length of Stay of Rentersin West Hollywood and L os Angeles City, 1980, 1990

WH 1980 LA CITY 1980 | WH 1990 LA CITY 1990
LENGTH OF UNITS| % UNITS| % UNITS| % UNITS| %
STAY (YRS)
<=1YR 6653 | 34 243120 | 36 a4 | 25 262171 | 36
>1YR, <=5YRS 7204 | 37 260664 | 33 5736 | 33 253663 | 34
>5YRS, <=10YRS | 3120 | 16 97645 | 14 211 |18 105460 | 14
>10YRS 2491 | 13 76416 | 11 4168 | 24 116367 | 16
TOTAL RENTER | 19468 | 100 677845 | 100 17539 | 100 | 737661 | 100
OCCUP. UNITS

Source: 1980, 1990 U.S Census.

Rent Stabilization also had the effect of reducing the vacancy rates of rental unitsin West
Hollywood during the 1980-1990 period. Table 3 compares the vacancy rates for this period
for West Hollywood and the City of Los Angeles. The vacancy rate was calculated by
expressing the number of vacant units for rent as a percent of the number of vacant units for
rent plus the number of occupied rental units. The vacancy rate of rental unitsin West
Hollywood dropped from 4.9% in 1980 to 3.9% in 1990. In terms of actual numbers this
represented a decrease from 995 to 708. For the same period, Los Angeles experienced an
increase in the vacancy rate from 3.9% in 1980 to 6.6% in 1990.

Table3:
Vacancy Rates of Rental Unitsin West Hollywood and City of L os Angeles, 1980, 1990
1980 1990
WH LACITY WH LACITY
VACANCY RATES 4.9% 3.9% 3.9% 6.6%

Source: 1980, 1990 U.S. Census

1.4 TheCosta-Hawkins Rental Housing Act: The Effectsof Vacancy De-

Control

In 1995 the California State L egislature passed, and Governor Pete Wilson duly signed, the
Costa-Hawkins Rental Housing Act. The Act enforces gradual state-wide de-control of rent
controlled housing as vacancy occurs. Thus, limits on rent increases, such as those formerly
contained in the West Hollywood Rent Stabilization Ordinance, will be gradually eliminated.
Upon voluntary vacation of a unit by the tenant, or upon eviction for non-payment of rent,
landlords will be permitted to phase in rent increase. The phased format requires that the
number of rent increases between 1996 and 1999 be restricted to no more than two, and that
each increase not be alowed to exceed the greater of 15% of the prevailing MAR at the time,
or 70% of the Fair Market Rent in Los Angeles County. The Fair Market Rent is established
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by the Federal Government. After the beginning of January 1999, there will be no limits on
the amount of rent increases for those units vacated voluntarily by the tenant and those that
become vacant through eviction for non payment of rent. Following the establishment of a
rent rate upon such vacancy, limits on rent increases during the tenancy are permitted, and in
the case of West Hollywood generally follow the old “annual general” (or across the board)
increase provisions. Thus, the Costa-Hawkins Act affects vacancy de-control only, and other
provisions of the Rent Stabilization Ordinance remain largely intact. The City of West
Hollywood has already incorporated the requirements of the Costa-Hawkins Act through
Ordinance 6410.

Although it is generally accepted that the Costa-Hawkins Act will result in higher rates of
rent increases, the extent and the rate of such increasesis difficult to predict. Since increases
(except across the board increases) will only be permitted upon vacancy, tenant turnover
rates will determine the number of units that will be subject to de-control over time. Past
turnover rates cannot be used to determine future trends because of the changing dynamic
introduced by, among other things, the de-control act itself. As Table 3 illustrates, the City
of West Hollywood presently enjoys alower turnover rate than Los Angeles. For example,
in 1990 only 25% of renters had been living in a unit for less than a year, compared to 36%
for Los Angeles, and 24% had been living in a unit for more than 10 years compared to 16%
for Los Angeles. The table also reflects the trend that the share of short term tenants (those
in the same unit for less than a year) is decreasing while the number of long term tenants
(those remaining in the same unit for over 10 years) isincreasing. It islikely that turnover
rates will increase as landlords push to have tenants vacate units in order to implement rent
increases. Asrent de-control takes effect, it is aso likely that turnover rates will more
closely resemble those of Los Angeles which has aready implemented de-control. But these
trends will, to some extent at least, be counteracted by the will of tenants to remain in place
for longer periods in order to take advantage of rent control.

The extent of rent increases will also be affected by a complex range of factors. Increases
permitted until December 1998 depend on the number of units that become vacant during this
period and will be limited to the two increases, each being the greater of 15% of the
prevailing MAR or 70% of the Fair Market Rate. The increases applied to these units as well
as those that become vacant after 1999 will depend on the difference between present rent
levels and the projected market rent levels. Although average rentals in the City are below
those of the surrounding areas (see figure 1), the actual difference between City rentals and
market rentals is not clear. The fact that in 1990 MAR levels were some $59 below the
median gross rents may indicate that in some cases at least, the MAR are higher than actual
rents. (Many community leaders and stakeholders interviewed also subscribe to this view).
This indicates that in these kinds of cases, vacancy de-control will result in minimal or no
rent increases. Thiswill, of course, depend on the number of non-exempt units which are
presently renting below Mar and at or close to market rents.

The Costa-Hawkins Act will probably have a negative effect tenant/landlord relations.
Community leaders and stakeholders interviewed have already reported cases of harassment
and intimidation by both groups. Many landlords, motivated by the desire to implement rent
increases upon vacancy are likely to increase pressure on tenants to vacate. For instance,
since non payment of rents is grounds for eviction, they are likely to become less flexible in
accommodating minor payment defaults. Other forms of harassment - such as over-zealous
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observance of nuisance regulations, submission of illegal or unjustified notices to tenants to
vacate, and so forth are also likely to increase. On the other hand, at least one community
leader has expressed concerns over retaliatory tenant intimidation of landlords.

Lastly, the Costa-Hawkins Act is likely to have an effect of the quality of rental housing,
maintenance and service levels. Although the Rent Stabilization Ordinance contains
provisions to enforce maintenance and repairs to maintain a reasonable standard of rental
housing, and although these provisions may have had a positive effect overall, there have
been cases of “renegade’ landlords who have deferred maintenance. This has aso been
confirmed through interviews with community leaders and stakeholders. In many cases rent
control has often been cited as the reason for deferred maintenance. It can be expected,
therefore, that vacancy de-control will have a positive effect on maintenance of quality
accommodation. Since the provisions of the Rent Stabilization Ordinance regarding

mai ntenance requirements remain intact, these could still be used to enforce standards.
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1.0 AffordableHousing Production & Preservation:
West Hollywood Community Housing Cor poration

l. I ntroduction
In January 1997, the Community Development & Design Forum, School of Urban Planning &
Development at the University of Southern California (USC) was hired by the Community
Development Department, City of West Hollywood (City) to conduct a housing study to prepare
options for the City Council to consider for its direction in the future. A key element of this
study was to examine affordable housing production and preservation within which the “policies,
practices and accomplishments of the West Hollywood Community Housing Corporation
(WHCHC)” would be studied. The following report addresses issues relating to institutional
performance of the nonprofit sector and more specifically the West Hollywood Community
Housing Corporation

This report is organized into five parts:

Overview of the Nonprofit Housing Sector: This section provides a summary overview of the
nonprofit housing sector. It briefly reviews the characteristics of recent affordable housing
production and identifies the key elements of federal and other sources of support for the
nonprofit sector since the 1980s.

Nonpr ofit Performance Indicators: This section summarizes the mgjor indicators of housing
program performance. These indicators include socia targeting, long term affordability, housing
quality, and housing management.

City of West Hollywood: This section outlines the Housing Goals and Objectives of the City of
West Hollywood, and as they relate to the production of affordable housing. In addition, the
section provides a summary of the community profile, including household characteristics,
housing characteristics, and housing need.

West Hollywood Community Housing Characteristics: A detailed profile of the WHCHC is
sketched in this section that includes: brief historical background of the nonprofit; regional
housing needs and WHCHC' s contribution; performance indicators; description of the WHCHC
projects; affordable housing type, waitlist, and duration of wait; property management indicators
and enhanced management program; management practices; and sources and uses of funds. A
comparative analysis has been conducted for the category ‘ sources and uses of funds'; WHCHC
projects have been compared with a select group of nonprofit's studied by HUD (HUD-Group).

Constraints and Opportunities: While details of constraints to housing have been discussed in
Section |11, Potential Constraints to Housing Investment, this section discusses the issues
surrounding the Affordable Housing Trust Fund, and the debete regarding New Construction
versus Substantial Rehabilitation. 1n addition, opportunities and resources (including aternative
financing mechanisms) available at the federal, state, county, and locd level are detailed in this
section.

Conclusion: The last section of this report raises questions regarding the future options for the
nonprofit sector, in general. It summarizes issues that need attention by the affordable housing
developersin the changing institutional environment.
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II.  Overview of the nonprofit housing sector
The non-profit housing delivery system is a complex system consisting of producers, funders,
and technical assistance providersin the public, private non-profit, and private for-profit sectors,
at the national, state, and local levels. Non-profit developers like WHCHC take on direct
production tasks such as, site selection, acquisition, and rehabilitation or new construction.
Production may range from a few units produced by a neighborhood development organization
each year to organizations at national scale that sponsor thousands of units annually. Funding for
the non-profit sector comes from a myriad of sources that may include the federal, state and local
governments, private sector financia ingtitutions and intermediaries, and special purpose non
profit community development banks. Technical assistance providers include national
organizations that provide fee for service to local government bodies that assist the non-profits
throughout the development process. The nonprofit sector encompasses a wide variety of
organizational forms, development environments, resource availability and technical
sophistication. As aresult, comparisons across the sector are difficult.

With the passage of the National Affordable Housing Act (NAHA) in 1990, the U.S. Congress
has formalized the role of the nonprofit sector in the delivery of federal housing programs. A
measure to further increase non-profits involvement is preferential access to a number of
programs that subsidize housing devel opment or dispose of publicly owned and assisted housing.
As mentioned above, non-profit housing producers are organizationally, functionally, and
geographically diverse. They can be classified into four types according to their form of
governance:

N e ghborhood/community-based non-profits — organizations that serve single neighborhoods
or groups of neighborhoods, with local residents holding strong positions on their governing
boards,

Churchaffiliated organizations — organizations that are tied through their governing boards
or target populations to certain congregations or groups of congregations;

Regional corporations — organizations with boards tied to private corporations and financia
institutions that normally service metropolitan areas or cities;

Government-affiliated organizations — organizations that are created by local governments,
redevelopment or housing authorities.

A recent survey conducted by the National Congress for Community Economic Development
(NCCED) in 1991 of the Community Development Corporations (CDCs) which includes both
the first and second category listed above estimates that there are 2,000 CDCs nationwide, 91%
of which were housing producers. Experts suggest that the number of regional corporations and
government affiliated organizations is small; they account for 15-25 % of the total CDCs. The
NCCED survey found that the non-profit housing devel opers produce an impressive number of
units annually — total housing production (new construction and rehabilitation) averaged 30,000
units per year during 1989-91. This accounts for about 17 percent of total federally assisted
production, slightly higher than the comparable averages for the 1960-90 period. Likeall
federally assisted production, non-profit production peaked in the 1970s with high funding levels
and declined when funding levels dropped in the 1980s.

City of West Hollywood 11.C-33 Affordable Housing Production & Preservation
Housing Study USC — Community Development & Design Forum



Following is a brief review of characteristics of recent production, according to NCCED data
(Urban Institute 1995, 1-32):

A majority of the CDC production is sporsored by relatively few organizations and displays
an uneven production level. A hundred or more units were produced per year by 4.4% of all
CDCs that accounted for almost 40 percent of all production between 1988 and 1990. Ten
units or fewer were produced by nearly 50 percent of the CDCs that accounted for only 7.9
percent of the sector outpui.

For-profit builders comparable to non-profit builders exhibit a smilar uneven level of
production, although not as marked. Sixteen percent (16%) of for-profit ‘land developers
(own and build housing for sale) produce more than 100 units per year as compared to 4.4%
for non-profit developers.

Larger organizations tend to be high volume producers. Thirty nine (39%) percent of the
CDCs with more than 10 full-time personnel produced 53% of CDC sponsored units, while
44 % of CDCswith 5 or fewer staff produced 24% of the units.

An indicator of high production capacity appears to be the diversification of funding sources.
Large producers tend to tap into more sources than smaller producers.

Nontprofit housing production is concentrated in large cities. Cities with a population
exceeding 900,000 account for 23% of U.S. population but 39% of the CDC production;
while cities with population less than or equal to 200,000 account for 55% of the population,
yet only 22% of the units.

Geographically, CDC housing production is concentrated in the East and the Far West. The
Middle Atlantic and Pacific Census regions contribute 50% of the estimated production while
East North Central, South Atlantic and New England contribute another 33%.

Since the last decade there has been an emergence of numerous new sources of financing for
affordable housing production, with clear preferences mandating nortprofit housing
development. One of the most important source of financial support is the Federal
government, although most federal funds are passed through the state and local governments
that select projects for funding.

Following are the key elements of federal support for the non-profit sector since the 1980s:

The Low Income Housing Tax Credit (LIHTC)
LIHTC was enacted in 1986, and has become the largest source of federal support for low
income housing production from 1987 to 1991. It provided between one and three billion
dollars per year in tax subsidies, and financed the production of 100,000 units annually.
A minimum 10 percent set-aside for non-profits was required by the law. Evidence
suggests that non-profits received less than their share in the late 1980s, however, now
they may be moving above that level.

THE SECTION 202 PROGRAM

The program produced non-profit housing for the elderly, and continued throughout the
1980s. It provided $462 million in support for nortprofits in 1990, and helped complete
7,300 units.
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Community Development Block Grant Entitlement Program (CDBG)
CDBG’s support for non-profits, particularly for rehabilitation increased over the 1980s.
CDBG funds provided $101 million for the urban portion in 1990 accounting for 24,200
units, about 50% more than the 1974-90, 15,800 unit annual average.

THE HOME PROGRAM

The HOME Program was enacted in 1990, and has tremendously increased federal
support for nonprofit developers. State and local participating jurisdictions have
committed $419 million or 27.7 percent of all HOME funds to non-profits.

SMALLER FEDERAL PROGRAMS

Section 221(d)(3), Nehemiah, Farmers Home Administration (FmHA) programs and
Rental Rehab provided $97 million and accounted for approximately 4,600 norprofit
units in 1990. However, this represented a drop from their 1960-90 annual average of
over 11,000 units.

Federal Home Loan Bank Board (FHLBB)
FHLBB requires since 1989 that the Board provide 5 percent of its annual income, or at
least $50 million, to its member ingtitutions in below market, long term loans for
affordable housing.

Resolution Trust Corporation (RTC)
RTC's requirements state that non-profits and public agencies should be given
preferential access to the properties that RTC markets. Due to RTC's preference for bulk
sdes and since most of its properties are located in the suburbs and the Southwest, actual
non-profit access has been limited. However, the non-profits presence seems to be
growing where the RTC's are strong, such as New England.

FANNIE MAE AND FREDDIE MAC

Requirements mandated in 1992 expanded purchases of low, moderate income and central
city residential mortgages. Recent program links to Local Initiative Support Corporation
(L1SC) equity syndication and the Enterprise Foundation promise to increase funding for
non-profit housing devel opers.
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MCKINNEY ACT PROGRAMS

This program was enacted in 1987 and subsequently expanded, supports local efforts to
provide shelter and allied services to homeless persons. The program relies heavily on
non-profit providers of emergency and transitional housing.

State and local governments have provided support to affordable housing over the past decade
through direct outlays for housing subsidies, state tax credits that piggy back on Federal LIHTC,
and bond- financed mortgage lending programs. However, the prospects are troubling since the
robust fiscal environment of the 1980s has given way to budget cuts and a period of austerity.
California and Massachusetts have restricted or eliminated support for many of the programs

they had recently developed. Other sources that support affordable housing devel opment
include:

HOUSING TRUST FUNDS

Housing trust funds had been established in 25 states and 29 localities (cities and
counties) by mid-1992 that dedicated specific revenue sources to capitalize affordable
housing construction and rehabilitation. Explicit preferences for these monies have been
given to non-profit housing developers.

FOUNDATIONS

There is increasing support for community development including affordable housing
through foundations. Contributions amounted to $65 million in 1989, and have been
increasing since then.

HOUSING PARTNERSHIPS

These are governed by corporate, public, and non-profit appointed boards. Since the
early 1980s, 37 have emerged with approximately one-third offering core operating
support and over one-half offering pre-development and project financing.

Community development loan funds (CDLFs)
Most of the housing related loans to non-profits are made by CDLFs capitalized from
public monies and private contributions. Between 1986 and 1990, $39.2 million that
accounted for 69 percent of housing lending went to the non-profits.

PRIVATE LENDING INSTITUTIONS AND PRIVATE CORPORATIONS

These ingtitutions have recently become more active as both lenders and equity investors
in the development of affordable housing.
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I ntermediaries

One of the most significant development of the 1980s was the establishment and
maturation of a national intermediaries support network for nonprofits that helps
overcome barriers to affordable housing. These intermediaries link providers of subsidy
to non-profit project sponsors. The expansion of intermediary activities was supported
by a change in the foundations' policies; increases in foundation support for housing ard
community development and redirection of investments through intermediaries.
Intermediaries such as Loca Initiatives Support Corporation (LISC), the Enterprise
Foundation, the Neighborhood Reinvestment Corporation (NRC), and the Housing
Assistance Council (HAC) have assisted nonprofits in following ways:

1. Mobilized capital, including project, operating support and pre-development finance, and
assisted in financial packaging. These organizations have extended considerable
financial support to non-profits; loan and grant total amounted to $38.6 million compared
with $114 million in CDBG assistance in 1991, plus additional LIHTC equity
investments of $215 million. These organizations have provided vital financia
packaging services in channeling loan, grants and LIHTC support to non-profits
development activities.

2. Provided technical assistance in both project development and local-institution building.
This has included assistance with human resource problems like staff training,
recruitment, retention and professional development.

3. Enhanced technical competence by reducing risk to both public and private funders

[1l.  Non-Profit Performance Indicators
Support of preferential accessto a number of programs for the non-profits, as a part of the
nation’s housing delivery system is based on the claims of non-profits’ superior performance in
achieving several aspects of housing and non-housing national objectives. These are legitimate
and necessary preferences because national housing policies should support other social,
community development, and non-housing objectives. The superior non-profit performanceis
claimed along three dimensions of housing program performance namely social targeting, long
term affordability, housing quality and property management.

Social targeting
Non-profits produce units more likely to be affordable to low and very-low income
households than those sponsored by for-profit organizations, because nonprofits respond to a
set of moral incentives to serve the poor. Overall community development has gained
increasing acceptance among policy analysts and local housing and community development
planners (Urban Institute 1995, 1-32). In the same vein, subsidized housing is expected to
promote other non-housing goals such as improved human services delivery, low-income
economic salf sufficiency, and neighborhood renewal.
Long term affordability
The ownership of housing by the nonprofits ensures its long term retention in the
affordable housing stock. Due to an indifference in the market rates of return, portions of
this housing stock will remain sheltered from future housing preservation crises that may
result from owner opt-outs.
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Property Management and Housing Quality
Management by the nonprofits ensure high quality maintenance of affordable housing
units because of the commitment to meet community goals. It also ensures long term
ownership of the affordable housing product. To achieve these goals, nonprofits are
more willing than for-profit organizations to absorb the costs of blending multiple
sources of finance.

Before we describe the City’ s non-profit housing development corporation, the West Hollywood
Community Housing Corporation (WHCHC), it is important to understand the City’ s housing
goals and objectives, the context in which this non-profit operates, its service area, and the
community profile of the City.

v CITY OF WEST HOLLYWOOD

4.1 HoOUSING GOALSAND OBJECTIVES
The City’s General Plan (1988) establishes six basic housing goals that serve as a guide to the
housing policies and implementation strategies. The intent of these goals is to promote the
production and maintenance of housing in order to satisfy housing needs of City’s residents and
to maintain high quality residential neighborhoods. The six housing goals are listed below:

i.  Encourage the provision of adequate housing in the City with a special emphasis on
maintaining residential neighborhood stability and supply a housing mix for al residents
with due consideration for individuals and households with specia needs.

ii. Promote equal opportunity for all residents to reside in housing of their choice.

iii.  Provide the opportunity for affordable housing units to be available throughout the City.

Iv. Encourage housing design standards that will optimize accessibility to units by the
handicapped and the elderly.

v. Maintain and enhance the quality of residential neighborhoods.

vi. Ensure that housing availability is addressed regionally.

To meet these goals, and to provide for the adequacy and availability of housing for its residents,
the City has initiated six housing programs: (i) rent stabilization ordinance, (ii) condominium
conversion ordinance, (iii) housing rehabilitation program, (iv) inclusionary zoning ordinance,
(v) housing development corporation, and (vi) a program for the homeless. The housing
development corporation, i.e. the West Hollywood Community Housing Corporation was a
direct response to meet the City’s goal of affordable housing and to facilitate the development of
housing for low and moderate income households, and senior citizens which is compatible with
and complements adjacent uses located in close proximity to public and commercial services.

The next section sketches a community profile of the City in which the WHCHC operates. For a
detailed discussion on the community needs, refer to Section | (Community Needs A ssessment)
of this report.
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4.2 THE COMMUNITY PROFILE
The City of West Hollywood with an area of 1.9 square miles has a population of 36,118
residents according to the 1990 Census. It is expected to grow to 37,425 by the Y ear 2000
according to the estimate of Southern California Association of Governments (SCAG). The
City has a less diverse popul ation with respect to race and ethnicity as compared to
surrounding areas. Non-Hispanic Whites comprise the magjority of the population with 85%,
followed by Hispanics with 9%, and Blacks and Asians with 3% each. While the City is
homogenous with respect to race and ethnicity, a significant share (34%) of the population is
foreign born. Russians comprise one-third of the City’simmigrant population, and an
estimated one-seventh of the City’ s total population followed by Western Europeans (25% of
foreign born) who originated from Hungary, Poland and other Eastern-Bloc countries. The
two widely used languages are Russian and Spanish, and the large share of foreign born
population makes linguistic ability/isolation an important issue.

The City has avery high share of seniors (18%), and a very low share of children (7%), as
compared to the entire region. Approximately half of the population is grouped between the
ages 2510 44. It is expected that the City will continue to have a significantly older
population than the surrounding region in the Y ear 2000, but a shade younger as compared to
1990. The pattern suggests i) a continued demand for smaller affordable rental housing units
suited to single and younger households between ages 20 to 34; ii) a strong demand for
affordable owned housing for long term residents, ages 30 to 50; and, iii) a general declinein
housing demand for seniors above the age of 65. Of the total households in the City, a
majority of them are single (59%), followed by families (26%), and other non-families
(15%).

The City’s median household income is $29,314, 85% of the Los Angeles County median
household income. The City consists primarily of 75% non-family households with the
remaining 25% family households. Surprisingly, the City’s non-family household income is
108% of the County median, while the family median income is 85% of the County’s median
family income. Thisimplies that the nonfamily households earn less absolute income than
family households but are still relatively better than their counterpartsin the LA County
region.

The income distribution for families and non-families is divided into four categories by the
State Department of Housing and Community Development: very low (below 50% of the
County median), low (51% to 80%), moderate (81% to 120%), upper (121% to 200%), and
high (200%+). Family households in the City are poorer than the surrounding region; 46%
are lower income families composed of 18% low and 28% very low-income familiesin the
City as compared to the County where 40% are lower income families composed of 17% low
and 23% very-low income families. Non-family households do much better in comparison
with smilarly situated households in the region; 36% are lower income non-families
composed of 14% low and 22% very low-income non-families in the City as compared to the
County where 41% of the nonfamilies are lower income comprising of 14% low and 27%
very low-income non-families. This observation is of significance since three-quarters of the
households in the City are non-family.
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The mgjority of the City’s housing stock (66%) consists of large multi-family units (10+
units) followed by (24%) smaller multi-family units (<10 units), and 10% single family units.
Seventy-eight (78%) percent of the City’ s units are renter-occupied, while the remaining
22% are owner occupied. Thisisin sharp contrast to the County where there are 60% renters
and 40% owners. The overal homeownership rate in the City has nearly doubled during the
1980s with an increase in ownership of both homes and condominiums.

Households paying over 30% of their income for gross housing costs (mortgage or rental
payments, property insurance, taxes, and utilities) are considered to be overpaying for
housing. In the City of West Hollywood, 46% of the renter households overpay for housing
while 41% of the owners over pay for housing. In comparison, 51% of the renter households
and 31% of the owners over pay for housing in the Los Angeles County.

Housing affordability has improved considerably since 1980 due to the following trends.
First, rent control has held rents below the regional median. Second, household income has
risen faster than the regional median. While median household income increased from 78%
to 84% share of the County median, since 1980; median gross rents rose slowly as compared
to the region and thus fell from 118% to 97% of the County median. A consequence of this
is the decline in housing overpayment from 50% to 46% over the past decade.

The City’s specia needs population are particularly vulnerable and include the elderly,
disabled persons, persons on public assistance, homeless persons, female headed families
with children, large households, and persons living with HIV/AIDS. Approximately one-
fifth of the City’ s households are comprised of senior citizens, 50% of whom have very low
income, 56% overpay for housing and 25% suffer from physical limitations. Seven percent
(7%) of the population has a physical disability, while 9% has a mobility self-care limitation.
Thirteen percent (13%) of the households are on the public welfare system with 2.3%
receiving general relief, 7.8% Medi-Cal, less than 1% receive Food Stamps, and 2.1%
receive AFDC assistance. According to the 1990 Census, there were 156 homeless persons
in the City. Two percent (2%) of all the households are female headed families with children
whose poverty rate is three times the City average. The City is aso hometo 312 large
households (those with over 5 members). Sixty percent (60%) of these are lower income
households, around 40% overpay for housing and more than 90% live in overcrowded
conditions. It is estimated that there are 5,000 to 7,000 people sero-positive for the HIV
virus with 550 individuals living with AIDS.

V. WEST HOLLYWOOD COMMUNITY HOUSING CORPORATION CHARACTERISTICS

5.1 HiIsSTORY
The West Hollywood Community Housing Corporation is an incorporated Section 501(c)3
housing development organization. The primary purpose of this nonprofit isto buy, build,
rehabilitate, manage and advocate for lower-income people in the City of West Hollywood
(WHCHC Quarterly Report 1996, 1). The City of West Hollywood was incorporated on
November 29, 1984. During itsfirst few months of incorporation, the City Council focused on
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rent control, the gay agenda, and socia service provision for senior citizens in areas such as
public transportation discounts, affordable housing programs, nutritious meals, and legal services
(Moos 1989, 362-63). Following thisinitial stage, a housing task force was created that
recommended the creation of a non profit development organization. 1n 1986, the West
Hollywood Community Housing Corporation was formed with a board composed of |ocal
residents and community leaders with a history of involvement in local housing issues, and
professionals with experience in the affordable housing sector (WHCHC Quarterly Report 1996,
1). Since then, the WHCHC has devel oped and manages five projects in the City (116 units)
with two projects (42 units) in pre-development and 40 units under construction.

5.2 REGIONAL HOUSING NEEDS
The City of West Hollywood has made considerable progress towards meeting its housing need
allocations through the efforts of the West Hollywood Community Housing Corporation and the
Inclusionary Housing Ordinance. The Southern California Association of Governments prepared
aRegional Housing Needs Assessment (RHNA) in 1988 to assist communities in meeting their
“fair share” housing need. This “fair share” concept, within the State Housing Element law
requires each city to accept responsibility for meeting the existing housing needs of its residents
and projected needs from future population growth for all income groups within the community.
Table 1 summarizes the RHNA allocation and the progress made by the City during the period
1988-97.

Tablel
Regional Housing Needs Allocation

Income Group Per centage Futurle New Units*| WHCHC® Inclusi(_)na{y Deficit
of County | Need (1988-97) | (1988-97) Housing
Household (1988-97)
Median
Income
Very Low 00%-50% 102 0 116 0 0
Low Income 51%-80% 140 0 82° 30 0
Lower Income 00%-80% 242 0 198 30 -14
Moderate Income | 81%-120% 120 62 0 23 -35
Upper Income 121% + 307 127 0 0 -180
Total 669 189 198 53 -229

Source: 1. Regiona Housing Needs Assessment (1988)
2. New Construction during the Planning Period
3. WHCHC - Production
4. Inclusionary Housing Ordinance — Production
5. 40 units under construction and 42 units are under predevel opment

According to SCAG's housing allocations, the City is required to produce 242 housing units for
lower income households during the planning period, 1988-97. The WHCHC has built 116 units
for eligible lower income households, with plans for another 82 units over the next five years. In
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addition, the Inclusionary Zoning Ordinance has also resulted in the construction of 53
affordable units for lower and moderate income households. This comes very closein
accomplishing the City’s goals and objectives of providing affordable housing to the lower
income households.

To say that the City has made considerable progress is fair, however, to say that the demands for
affordable housing have been met could be misleading since SCAG’s RHNA calculations are a
decade old. In 1993, SCAG was scheduled to evaluate the progress made by local governments
in meeting their advisory alocations and prepare another RHNA. However, the State
Legidature did not provide funding and instead extended the housing element deadline several
timestill 1998. Therefore, this analysis assumes that the “fair share” allocation made for the
period of 1989-94 appliesto 1998 or until the State L egidature funds another round of housing
needs allocation. Given this, one would expect an increased future need for affordable housing
in the City, per revised RHNA allocations.

5.3 PERFORMANCE INDICATORS

The key features that distinguish WHCHC' s performance along the dimensions of housing
program performance include:

Social targeting: The West Hollywood Community Housing Corporation’s primary goal is to
provide affordable housing by combining private and public loans with private investments, as
well as grants from various sources for each project to provide rents that are affordable to people
whose income is less than 50 percent of the Los Angeles County median. The nonprofit has
accomplished this goal by targeting affordable housing exclusively to lower income households
(low income — 51% to 80%, and lower income — 00% to 50% of the County median). The non

profit has completed five projects totaling 116 units, and is currently engaged in the production
of another 82 unitsin three other projects. Refer Table 2 for characteristics of rental housing
projects devel oped by the WHCHC.

TABLEZ2
RENTAL HOUSING PROJECTSDEVELOPED AND OWNED BY WHCHC

Property Name #of | Low-income [ Unit Mix Amenities Total Total Yr. | Developmen [ WHCHC
and Address Units Set-aside Cost Cost Per | Occ. | t Approach/ Role
Units Unit Phase
Fountain Avenue 28 28 (100%) - | 26sngle& On grade $1.7 $61,913 | 1983 | Substantial Co-
Partnership Allowed 20ne- parking, million Rehab/ Genera
7292 Fountain Rent Lvl.: bedroom laundry Occupied Partner
Avenue 60% Med. apartments room Developer
West Hollywood, CA IncomeLvl.
90046
Detroit Bungalows 8 8 (100%) - 8 dngles Front decks, $0.5 $64,387 | 1989 | Substantia Owner
1123-26 N. Detroit Allowed laundry million Rehab/ Developer
Street Rent Lvl.: room Occupied
West Hollywood, CA 60% Med.
90046 IncomeLvl.
Harper Avenue 17 17 (100%) - | 1Single 2 Common $1.9 $118,754 | 1990 New Generd
Partners Allowed two- room, million Construction Partner
1276-80 N. Harper Rent Lvl.: bedroom, courtyard, and Rehab/ | Developer
Avenue 60% Med. & 14 one garage, Occupied
West Hollywood, CA IncomeLvl. bedroom vegetable
90046 apartments garden,
balconies,
laundry
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Harper Community 22 22 (100%) - 4two- Common $3.3 $156,723 | 1992 New Generd
Limited Partnership Allowed bedroom, room, million Construction Partner
1260 N. Harper Rent Lvl.: 18 one courtyard, /Occupied Developer
Avenue 50% Income bedroom garage,
West Hollywood, CA Lvl. (20 apartments library,
90046 units); 60% balconies,
Inc. Lvl. (2 laundry
units)
Laurel-Norton 41 41 (100%) - 13three Common $6.4 $157,560 | 1994 New Generd
Limited Partnership Allowed bedroom, room, million Construction Partner
1217 N. Laurel Rent Lvl.: 28 one courtyard, / Developer
Avenue 60% Med. bedroom garage, Occupied
IncomeLvl. | apartments | community
kitchen,
bal conies,
laundry
Total Completed 116
980 N. Palm Avenue 40 40 (100%) - $5.8 $153,912 | 1998 New Owner
West Hollywood, CA Allowed million Congtruction | Developer
90069 Rent Lvl.: /
60% Med. Under
IncomeLvl. Construction
1433-37 N. 22 N/A Pre- Owner
Havenhurst Avenue Development | Developer
1151-53,1155, 1212 20 N/A Pre- Owner
N. Detroit Street Development | Developer

Source: West Hollywood Community Housing Corporation, Quarterly Report, 1996.

Long term retention in the housing stock: Units produced by the nonprofit are protected under
each projects governing regulatory agreements. These binding agreements are recorded at the
County level and regulate how rents will be determined and restrict occupancy to income ligible
households. Typically, these regulations alow the housing stock to be affordable for a period of
30 years. However, lenders who make soft loans currently demand a restriction for 55 years.
This ensures the long term retention of affordable housing in the City s building stock.

Housing quality. The buildings built or rehabilitated by WHCHC distinguish themselves
through their architectural designs. They are attractive, and in harmony with existing
neighborhood buildings. A reflection of this quality is the awards given to WHCHC by various
organizations. Followingisalist of the awards and sources in chronologica order:

Table3
WHCHC AWARDS

No. SOURCE Title Date

1 City of West Hollywood Certificate of November 28, 1984
Commendation
2. SCANPH Affordable Housing Award: | October 1, 1993
Non Profit Developer of the
Year

3. American Planning Association | Low-Income Housing June 24, 1995
Devel opment Planning
Project Award for 1217
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North Laurel Avenue

4. City of Los Angeles Certificate of Tribute September 13, 1995

Source: West Hollywood Community Housing Corporation

Property management: A high standard of property management is maintained by WHCHC by
managing its own projects. The nonprofit’s management ensures high-quality maintenance of
affordable housing units because of its commitment to community goals. In addition, WHCHC's
enhanced management program is an innovative approach to reduce the risk of residents losing
their housing, particularly people with specia needs, the elderly and/or disabled or other
residents who need social and medical services. The enhanced management approach combines
standard property management practices with referrals of residents to community/volunteer
service agencies, links support services according to resident’s needs, and promotes community
building activities.
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54  Description of WHCHC Projects

Following is a brief description of the completed projects of WHCHC:

FOUNTAIN AVENUE APARTMENTS/FOUNTAIN AVENUE LIMITED

PARTNERSHIP

WHCHC's first development was the acquisition and rehab of a 28 unit apartment
building at 7292 Fountain Avenue. It is an early 1920s building and consists of two 1-
bedroom apartments, twelve singles with full kitchens, and fourteen single units with
kitchenettes. The project was funded in early 1988, and was completed by September
1988. The rents are targeted to low income people whose income is below 60% of the
County median. Low Income Housing Tax Credits syndicated to the National Equity
Fund raised the equity while project cash flow was supported by conventiona loan from
Citibank, a second position, deferred interest loan from the County of Los Angeles, and a
third position loan from the City of West Hollywood. The total development cost was
$1.7 million. Rents are below the rates allowed by tax credit regulations, City of West
Hollywood' s Maximum Allowable Rents (MAR), a regulatory agreement with the City.

-

FOUNTAIN AVENUE APARTMENTS
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DETROIT STREET/WHCHC

The second devel opment project of the WHCHC was the acquisition and rehabilitation of
1123-1125 1/2 North Detroit Street, a bungalow court built during the 1920s. It consists
of eight singles with kitchens. The project was completed in 1989. The project is
targeted towards residents whose income is below 50% of the County median and was
financed by a conventional loan from Citibank, a loan from the City’s Affordable
Housing Trust Fund and County Rental Rehab Funds. The total project cost was
$500,000. Rents for the apartments are governed by a regulatory agreement with the
City.

i |

DETROIT STREET APARTMENTS

HARPER AVENUE APARTMENTS/HARPER AVENUE LIMITED PARTNERSHIP

The third project located at 1276-80 N. Harper Avenue consists of 17 units, and mixes
the rehab of six units with the construction of eleven one-bedroom senior units. The
project was completed in 1990. The project is targeted towards households whose
income is 60% or below the County median. Financing for the project came through a
conventional loan from Citibank, syndication bridge financing from the Bank of
America, and aloan from the City of West Hollywood' s Affordable Housing Trust Fund.
Equity was raised by syndicating Low Income Housing Tax Credits to the California
Equity Fund. The total development cost for the project was $1.9 million.
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HARPER AVENUE APARTMENTS

HARPER COMMUNITY APARTMENTS/HARPER COMMUNITY LIMITED

PARTNERSHIP

This is the fourth project of the WHCHC, and is located at 1260 N. Harper Avenue.
Completed in 1992, the project provides 22 units of new construction with four two-
bedroom, and 18 one-bedroom units. The project is targeted to very low-income (less
than 40% of County median) disabled residents and gives a preference to people with
AIDS (PWAs). Financing of the project came through proceeds from tax credit
syndication of 41 individual investors, construction financing from the Low Income
Housing Fund, First Nationwide Bank, and permanent financing from the City’s
Affordable Housing Trust Fund, State Rental Housing Construction Program and the
Century Freeway Housing Program. The total project development cost was $3.3
million. Maximum rents allowed are governed by the regulatory agreement with the
State of California

City of West Hollywood 11.C-47 Affordable Housing Production & Preservation
Housing Study USC — Community Development & Design Forum



| 1 LR

L]

- .;:_I 1_:*

™

HARPER COMMUNITY APARTMENTS

LAUREL/NORTON INTER-GENERATIONAL COMMUNITY/LAUREL-NORTON

LIMITED PARTNERSHIP

WHCHC's fifth project is a new construction project with 41 units located at 1217 N.
Laurel Avenue. The project was completed in 1994, and combines 28 low and very [ow-
income senior one-bedroom units with 13 low income three-bedroom units for families.
The site includes a 49 car subterranean garage. It also provides common spaces that
support recreational and community building activities. The project is geared towards
households whose income is below 50% of the County median. Project financing came
from tax credit syndication with the California Equity Fund, construction financing from
the Wells Fargo Bank and permanent financing from the City’s Trust Fund, the Century
Freeway Housing Program, a conventional loan from the Citibank and the Federal Home
Loan Bank. The total development cost for the project was $6.4 million.
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LAUREL/NORTON INTER-GENERATIONAL
COMMUNITY APARTMENTS

The non-profit has three more projects for atotal of 82 unitsin pipeline for development. This
includes the development of 40 units at 980 N. Palm Avenue, 22 units at 1433-37 N. Havenhurst
Avenue, and 20 units at 1151-53, 1155, 1212 N. Detroit Street.

For adetail of the rental housing projects developed and owned by WHCHC, refer to Table 2.
An evidence of socid targeting is the targeted residents’ income for the projects, and the rents
charged by the WHCHC. Rent rolls provided by the WHCHC clearly illustrate that the targeted
household income for all the projects falls below 60% of the County median. Furthermore, the
rents determined by the regulatory agreements with the City and by the tax credit regulations are
well below the average market rent.
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5,5  Affordable Housing Type, Waitlist, and Duration of Wait

Of the 116 affordable housing units in the 5 projects around the City, more than half of all the
units are targeted towards the senior population and People with HIV and AIDS (PWH/AS).
Table 4 shows the breakdown by the type of units. It is obvious that the one-bedroom apartment
and the single unit are the predominant type of units built by WHCHC.

Table4
West Hollywood Community Housing Cor por ation Complete and Occupied Units by Type
Population Number of Per cent Type of Unit Number of |percent
Units Units
Senior * St
One-bedroom 39 34%
PWH / 22 19%
AS
One-bedroom 18 16%
Two-bedroom 4 3%
Other > are
Single 35 30%
One-bedroom 5 4%
Two-bedroom 2 2%
Three-bedroom 13 11%
Total 116 100% 116 100%

Source: West Hollywood Community Housing Corporation

One of the proxies of demand for affordable housing is the waiting list of applicants (Figure 1).
Of the 415 applicants on the waiting list from the region that includes the Los Angeles County,
approximately 59% of the applicants are residents of the City of West Hollywood (applicants
from zip codes 90046, 90048, and 90069). The percentage share of West Hollywood applicants
of all applicants, for one-bedroom, seniorsis 91%, followed by 81% for three-bedroom family,
59% for one-bedroom, 46% for single, 41% for two-bedroom HIV, and 32% for one-bedroom,
HIV units for each respective category.

Waiting list applicants reflect the low and the very low-income demographics of the City of
West Hollywood as mentioned in the community profile section above. For approximately 47%
of the applicants (N=343), the annua household income is below $10,000; for 31% of the
applicants, it is between $10,000 to $15,000 while the remaining 22% have incomes over
$15,000 (Figure 3). Due to the huge demand for affordable housing, the duration of wait by the
type of unit is very long, ranging from 18 months to 60 months (Figure 2).
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FIGURE 1

AFFORDABLE HOUSING APPLICANTSBY UNIT TYPE
West Hollywood Zipcodesinclude 90046, 90048 and 90069 Applicants
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Figure2
WHCHC Housing Wait List, Duration of Wait, by Unit Type Desired
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Figure3
WHCHC Wait List by Annual Household Income
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5.6 Property Management

The question as to how the non-profit’s manage their housing development is of paramount
importance. Both internal and external factors affect housing management. Internal factors
include the level of organizationa capacity, clarity of roles between the owner (board and the
staff) and the management entity, and the willingness and ability of the non-profit to embrace the
notion that property management demands a business orientation with a social mission. External
factors include financial constraints, neighborhood characteristics, and the local intitutional
environment.

The Local Initiatives Support Corporation, a national intermediary that helps overcome barriers
to affordable housing and links providers of subsidy to non-profit project sponsors has produced
a guide for Community Development Corporations that articulates detailed guidelines guiding
nonprofits towards good property management if they choose to self-manage. This guide aso
has a set of standards or indicators, that can be used to identify good management. Since
WHCHC manages all its properties, we have put to test the organization based on these criteria.
Table 5 summarizes the results of this analysis.

Table5

Property Management Indicators

Criteria

On average, 95 percent of the rent
roll is collected each month

Observations

O Rents have been collected for 95% of the rent roll each month

The average occupancy level of the
development is 95 percent

O The vacancy rate has ranged between 0% to 6.7% for all
properties® during the last three years (1994-96). During the last
year, vacancy rates were below 5% for all properties (0.5% to 3.8%)
giving an effective occupancy rate of more than 95%

The expenditures for all operating
costs equal the budget for the period
(neither substantially over or under)

O Over the past 5 years (1991 to 1996), operating revenues equal
operating expenditures

Not more than 12 percent of the units
have achangein occupancy ina
given year

O Theturnover rate is comparatively very low

Vacant apartments are repaired and
leased within 14 working days

O The management ensures that the apartments are readied promptly
when vacant

Management inspects every dwelling
unit at least once ayear, and other
parts of the building and grounds, as
necessary

O The Residential Managers are available for any minor
repair/maintenance, and follow set procedureslaid out in the
Property Management Policies, Procedures and Reporting Forms to
solvethe problem

Operating reserves are equal to
between 20 percent and 40 percent of
the annual operating budget

Thereisageneral disagreement with the percentage share of
operating reserve — the number is considered to be too high by
WHCHC

Resident folders are complete and
document that all tenants have been
selected according to the tenant
selection plan or relevant regulations

O Resident folders are complete and afile is maintained on each
tenant. Tenant selection is done according the policies and
procedures and follows strict regulations. There are at least two
interviews with the WHCHC staff before a prospective renter
becomes a tenant

Thereis no substantial evidence of
vandalism, graffiti or neglect of the
buildings or grounds

O Thebuildings do not exhibit such characteristics

Cont’d.
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10. | There have been no instances of O WHCHC has not experienced any defaults on mortgage payments
default on the mortgage payment for | or foreclosures on its project
the past two years

11. | Thereisno significant criminal O That istrue except for an occasional petty crime
activity at the site

12. | Fewer than 5 percent of theresidents | O Prolonged delinquency can lead to eviction as set forth in the
are delinquent in their rentsby more | policy manual

than 30 days
13. | Residentsreport general satisfaction | O Direct interviews with the residents are beyond the scope of this
with the management study, however, secondary sourcesindicate that the residents are

highly satisfied

14. | Management organization can supply | O The management has been prompt in providing the information
the information necessary to answer | needed to answer these questions, and the information is readily
the above questions available

Source: WHCHC's Property Management Policies, Procedures and Reporting Forms, Lease Agreement, House
Rules and Regulations and interviews with the Executive Director and Associate Director, Development &
Property Management

Note: 1. Propertiesreviewed include Fountain Avenue Partnership, Harper Avenue Partners, Harper Community
Limited Partnership, and Laurel-Norton Limited Partnership.

The WHCHC management meets 13 of the 14 listed criteriafor awell managed property.
According to the standards set up LISC, it is evident from the above analysis that the non-profit
manages its properties very well and sets a very high stardard of performance.

5.7 ENHANCED M ANAGEMENT PROGRAM
The WHCHC serves alarge number of disabled residentsin its buildings, and has developed and
maintains an Enhanced Management Program that combines traditional property management
tasks with procedures and personnel that link residents to support from outside agencies. The
Enhanced Management model provides coordinated services that offer independent living for
low- income people with HIV and AIDS (PWH/AsS). The WHCHC has joined forces with two
community development organizations, Project New Hope, and the Hollywood Community
Housing Corporation to create the Los Angeles Consortium for Service Coordinated HIV/AIDS
Housing. The enhanced management model for housing the very low income PWH/As
maximizes the social and economic benefits of independent living by improving the delivery of
support services, and thus reduces the risk that clients will lose their housing and become
institutionalized. The programmatic goals of enhanced management include:

1. Provision of permanent, stable housing for lowincome PWH/As throughout the changing
phases of illness

2. Improve the working relationship among housing providers and service agencies

3. Create independent housing for harder to serve residents including the homeless, and or
dual/diagnosed clients, and

4. Provide services that encourage residents to achieve a greater level of economic self-
sufficiency (Los Angeles Consortium for Service Coordinated AIDS Housing's “ Enhanced
Management Model Project”, May 1996)

The Enhanced Management approach has enabled people to live independently, for a longer
period of time. A Resident Manager is present at each site who not only takes care of the normal
property management responsibilities, but also keeps an eye out for residents who are struggling
with day-to-day chores. In addition, a Resident Services Coordinator visits disabled residents,
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monitors their needs for socia services, and links them with community service providers when
necessary.

The Consortium’s Enhanced Management approach, a non-production role for the WHCHC has
been very successful, and is being used at six sites (at Harper Community Apartments for
WHCHC), and will be eventually turned into a model suitable for national dissemination and
replication. The program was funded for three years by the HUD’ s Housing Opportunities for
Persons with AIDS Program (HOPWA) with a $1,000,000 grant. The Enhanced Management
program is being evaluated by Dr. Jon Pynoos, Dean and Professor of the Gerontology
Department, USC. Preliminary results from his study indicate very favorable results in terms of
the performance by WHCHC and its management approach. According, to him, WHCHC has
definitely ‘created a niche’ in delivering housing services to PWH/As that will eventually
become a model to be replicated by other agencies. Undoubtedly, WHCHC has become a leader
in the delivery of such specialized affordable housing which is a notable accomplishment for this
organization.

5.8 MANAGEMENT PRACTICES
WHCHC management practices ard programs are possible due to a clear vision, articulation of
the goal's, mission and direction of the organization, strong leadership, capacity of the
organization (skills and training of the staff), clear articulation of duties, transparency in
operations, fiscal responsibility, accountability, and open/established channels of communication
between the staff and management. The WHCHC demonstrates these qualities and they are
manifest in its projects.

VERTICAL INTEGRATION

One can observe that the nonprofit is very well vertically and horizontally integrated. The
vertical integration of WHCHC can be seen in terms of staff roles, delegation of duties,
responsibilities, line of authority and the ways operations are clearly spelled out and followed by
all WHCHC staff. The Associate Director oversees the implementation of all property
management practices and procedures, while the Property Management Director is responsible
for overseeing all aspects of property management operations including supervision of the
Resident Managers. The Resident Manager’s are responsible for day-to-day management of the
project site while the Occupancy Specialist manages all waiting lists, certifies resident’ s initial
income and creates, maintains and closes out residents’ files. Resident Service Coordinators
assess and monitor residents’ need for outside support, refer and advocate for residents with
service agencies, and present information about support services to residents.

Horizontal I ntegration
The WHCHC has collaborated and partnered with other agencies to leverage resources and to
obtain additional funding to carry out its mission. This horizontal integration of the WHCHC
has manifest itself in its partnership with community development corporations and collaboration
with the other organizations. The Enhanced Management model is a basis of partnering with two
other organizations, Project New Hope, and Hollywood Community Housing Corporation to
leverage additional funding to service the disabled population. Due to its expertise and
devel opment experience, WHCHC is aso developing a property in the City of Glendale. This
venture promises to increase the visibility of WHCHC in the Los Angeles Basin.

City of West Hollywood I1.C-55 Affordable Housing Production & Preservation
Housing Study USC — Community Development & Design Forum



5.9 PROJECT FINANCE: SOURCESAND USESOF FUNDS
The WHCHC finances its projects by combining private and public loans with private
investment, subsidy from the City, and grants from a variety of sources. The god is to secure
enough subsidized financing for each project to provide rents that are affordable to eligible lower
income households (median income less than 80% of the Los Angeles County). The following
section discusses project finance, costs of nonprofit housing development and sources and uses
of funds, and is divided into two parts:

The first part describes the basic characteristics of rental housing projects developed by
WHCHC, including the full development cost per unit, subsidy from the City of West
Hollywood and total public subsidy. It also presents funding sources for each project
developed by WHCHC, including a breakdown among cash equity and debt financing, and a
discussion on tax credit syndication proceeds and costs.

The second part describes the uses of funds, i.e. the various components of development
costs including planning and design, acquisition, finance and carrying charges, relocation
costs, construction costs, real estate taxes, marketing, reserves, legal and organizational costs,
staff overhead costs, developer’s fee, and syndication costs.

COMPARISON GRourP — HUD GRouP
The Nonprofit Housing: Costs and Funding, Final Report (1993, Volume I-Findings) prepared
by Abt Associates, Inc. and Aspen Systems, Inc. for the U.S. Department of Housing & Urban
Development (HUD) serves as a backdrop of comparative information to this analysis and is
presented in each of the aforementioned parts. The study prepared for HUD facilitates a cross
project comparison, and puts in perspective the cost and funding framework of the 15 nonprofit
housing projects to the six projects developed by the WHCHC with respect to cash equity, debt
financing, full development costs, syndication proceeds and costs and uses of funds.

The limited, non-representative group of 15 projects of HUD study or the six projects of
WHCHC do not permit statistically valid generalizatiors about the universe of nonprofit
housing development, or even about the behavior of nonprofits in the selected areas.
However, the cross-project comparisons allow a degree of benchmarking (given the lack
of data on nonprofit housing and costs) and permit observations that may suggest patterns
which, if found to be representative, may have policy implications.

The projects selected for study by HUD, referred to in this study as the HUD-Group are located
in five Metropolitan Statistical Areas (MSAS): Boston, Washington, D.C., Chicago, Kansas City
(Missouri), and San Francisco/Oakland. Three affordable housing projects (affordable to
households under 80% of the median income for at least haf of the units) were examined in each
MSA. Twelve of the 15 were rental housing projects, while 3 were cooperatives. Of the 12
rental projects, five were new construction, while seven were substantial rehabilitation effort. Of
the three cooperatives, one was new construction, one substantial rehabilitation, and the third
mixed new construction and rehabilitation. The projects selected for the study ranged from 15 to
151 units with amean of 59.3 and a median of 43 units. Mgority of the projects (12 out of 15)
were Low Income Housing Tax Credit projects. The mgjority of the nonprofit organizations
examined (11 out of 15) had a neighborhood base while one had a city-wide focus and three had
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a metropolitan (county-wide) focus. For a summary of the characteristics of nonprofit sponsors
and projects, refer Table 6.
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Table 6

Characteristics of Non-Profit Sponsors and Projects (5 MSA's) — HUD-Group

Subsidy Type
Project/Nonpr ofit Sponsor Year No. of | Low Income.| Ownersh Dev. Federal Full
(* indicatesnew construction) Completed Units Set-aside | ip Type | Approach NON' Development
Units FEDERAL Cost Per Unit
BOSTON MSA
1. Langham Court Coop. - Four Corners Dev. Corp.* 1991 84 55 (65%) Coop. | New Const. | Tax Credit, CDBG State HFA, State grant, City $264,664
2. Washington/Columbia (I) - Codman Square Hous. Dev. 1990 151 151 (100%) [ Rental | Sub. Rehab HUD co-insured, State HFA $107,845
Corp. Section 8, Tax Cr.
3. LaConchaApartments - Neustra Communidad Dev. Corp{ 1990 97 97 (100%) Rental Sub. rehab |Section 8, CDBG, Tax| State HFA, City, public and $128,240
Credit privet e grants
WASHINGTON, D.C. MSA
4. Dorsey Moore Coop. - Manna, Inc.* (and rehab) 1991 41 41 (100%) Coop. | New Const. CDBG, Section 8 LISC, City, public and private $73,081
and rehab grants
5. Horian Gardens Coop. - Project WISH 1990 43 22 (51%) Coop. Sub. rehab CDBG, RRP National Coop. Bank Loan, $43,402
City, LISC
6. Renaissance Apartments - Muscle, Inc. 1989 36 19 (51%) Rental | Sub. Rehab | CDBG, FNMA loan Charitable Grants $54,031
CHICAGO MSA
7. Washington Blvd. Apts. - Bethel New Life, Inc. 1990 51 51 (100%) Rental Rehab Tax Credit, RRP, LISC, Enterprise $70,315
Section8
8. PlazaonthePark Il - Urban Dev. Corp. 1989 57 57 (100%) Rental Rehab Tax Credit, Section 8, City and State $63,376
CDBG/RRP
9. Borinquen Apatments- LUCHA, Inc. 1991 37 37 (100%) Rental Rehab Tax Credit, Section 8, State, LISC $76,843
CDBG/RRP
KANSASCITY MSA
10. Blue Hills Take Part | - Blue Hills Home Corp. 1990 18 18 (100%) Rental Sub. rehab | Tax Credit, CDBG | LISC, State, HFA, Foundations $47,682
11. Signal Hills Townhomes - Westside Housing 1989 15 15 (100%) Rental [ New Const. | Tax Credit, CDBG LISC, State, HFA, City $90,132
Organization, Inc.*
12. Qudity Height Homes - Kansas City Neighborhood 1988 40 39 (98%) Rental | New Congt. | Tax Credit, HODAG LISC, State, HFA, City $72,923
Alliance*
SAN FRANCISCO/OAKLAND MSA
13. Baywood Apartments - Eden Housing, Inc* 1990 82 66 (80%) Rental [ New Const. Tax Credit City Loans $111,435
14. MariaAliciaApartments - Mission Housing Dev. Corp.* 1989 20 20 (100%0) Rental | New Congt. | Tax Credit, HODAG, | City Loansand Grants, MHDC $222,767
CDBG loan
15. Frank Mar Community Housing - East Bay Asian Local 1990 119 119(100%) [ Rental | New Congt. | Tax Credit, HODAG City Loans $141,428
Dev. Corp.*
MINIMUM 15 $43,402
MAXIMUM 151 $264,664
AVERAGE 59 $104,520
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Source: Nonprofit Housing Costs and Funding: Fina Report Volume | - Findings prepared for U.S. Dept. Of Housing and Urban Development by Abt Associates, Nov. 1993
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Table 7 summarizes the characteristics of rental housing projects developed by WHCHC. The
six projects developed (Palm View under construction) to date are all rental projects. Of the six
projects, two are substantial rehabilitation projects, three new construction and one a mix of new
construction and rehabilitation. The projects range from 8 to 41 units with a mean of 26 units
and a median of 25 units. The full development cost per unit ranges from $61,913 to $157,560
with a mean of $118,875. City subsidy per unit ranges from $12,912 to $48,176 with a mean of
$29,449, while the total public subsidy (that includes cash equity raised from Low Income
Housing Tax Credits) ranges from $48,665 to $152,147 with an average of $99,684 per unit.
Five of the six projects are Low Income Tax Housing Credit projects. The following analysis
breaks the funding format into two additional sections: costs for substantia rehabilitation, and
costs for new construction.

An account of the project’s funding sourcesis elaborated in Table 8.

Full Development Cost or Total Development Cost (TDC)
SUBSTANTIAL REHABILITATION
The total development cost for the WHCHC projects ranged from $61,913 for Fountain
Avenue to $64,387 for Detroit Street, per unit. The average development cost was
$63,150 per unit. In comparison, the HUD-Group projects total development cost ranged
from $43,402 to $128,240 with a mean of $73,922 per unit.
New Construction
The full development cost for the WHCHC projects ranged from $118,754 for Harper
Avenueto $157,560 for Laurel-Norton, per unit. The average development cost per unit was
$146,737. In contrast, the HUD-Group projects ranged from $72,923 to $264,664 with an
average of $139,490 per unit.

CASH EouiTY

Substantial Rehabilitation

Cash equity for the WHCHC projects was raised through the syndication proceeds associated
with the Low Income Housing Tax Credits. Cash equity in WHCHC projects ranged from $0
(0% of full development cost) for Detroit Street to $8,831 (14% of full development cost) for
Fountain Avenue, per unit. The average cash equity was $4,415 per unit, or mean percentage
of 7% of full development costs. In comparison, cash equity in the HUD-Group ranged from
$539 (1% of full development cost) to $22,877 (33% of full development cost) per unit. The
average cash equity was $13,717 per unit or an average of 18% of the full development costs.
New Construction

Cash equity in WHCHC projects ranged from $48,059 (31% of full development cost) for
Palm View to $50,732 (43% of full development cost) for Harper Avenue, per unit. The
average cash equity was $49,712 per unit, or mean percentage of 34% of full development
costs. In contrast, cash equity for the HUD-Group ranged from $5,219 (7% of full
development cost) to $122,463 (55% of the full development cost) per unit. The average
cash equity was $46,692 per unit or a mean percentage of 33% of the full development costs.
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TABLE 7

Characteristics of the Rental Housing Projects Developed by WHCHC

Subsidy Per Unit

Year No. of L ow-income Set-aside Units | Owner ship Dev. Total Public City of WH Full
PROJECT Completed Units Type Approach Subsidy** Subsidy Development
Cost Per Unit

1. Fountain Ave 1988 28 28 (100%) - Allowed Rent Lvl.: Rental | Sub. Rehab $48,665 $24,942 $61,913
60% Med. Income Lvl.

2. Detroit St 1989 8 8 (100%) - Allowed Rent Lvl.: Rental Sub. Rehab $63,012 $29,000 $64,387
60% Med. Income Lvl.

3. Harper Ave 1990 17 17 (100%) - Allowed Rent Lvl.: Rental [ New Const. $98,909 $48,176 $118,754
60% Med. Income Lvl. & Rehab

4. Harper Comm. 1992 2 22 (100%) - Allowed Rent Lvl.: Rental New Const. $152,147 $12,912 $156,723
50% Income Lvl. (20 units); 60%
Inc. Lvl. (2 units)

5. Laurel-Norton 1994 41 41 (100%) - Allowed Rent Lvl.: Rental | New Const. $138,593 $38,537 $157,560
60% Med. Income Lvl.

6. Palm View 1998 40 40 (100%) - Allowed Rent Lvl.: Rental New Const. $96,779 $23,125 $153,912
60% Med. Income Lvl.

MINIMUM 8 $48,665 $12,912 $61,913

MAXIMUM 41 $152,147 $48,176 $157,560

AVERAGE 26 $99,684 $29,449 $118,875

** Total Public Subsidy includes cash equity raised through Low Income Housing Tax Credits

Source: West Hollywood Community Housing Corporation, Quarterly Reports
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Sour ces of Funds for Nonprofit Projects (per unit amount)

Table8

Name of Project Full Cash Resour ces Non-Cash | % Full Dev. Public
Development Contributions Cost Sour ces as
Cost Per and Donations Per cent of
Unit Full Dev.
Cost**
Cash Equity| % Full Dev. [Debt Financing| % Full Dev. Total Cash | % Full Dev.
Cost Cost Resources Cost
WHCHC Projects (Sub. Rehab)
1. Fountain Ave $61,913 $8,831 14% $52,003 84% $60,834 98% $ 0% 64%
2. Detroit St $64,387 $0 0% $63,012 98% $63,012 98% $ 0% 98%
WHCHC Projects (New Const.)
3. Harper Ave $118,754 $50,732 43% $58,241 49% $108,973 92% $ 0% 41%
4. Harper Comm. | $156,723 $50,000 32% $103,087 66% $153,087 98% $ 0% 65%
5. Laurel-Norton $157,560 $50,057 32% $105,610 67% $155,667 99% $ 0% 56%
6. Pam View $153,912 $48,059 31% $96,435 63% $144,493 94% $ 0% 32%
WHCHC's Project Summary (Sub. Rehab)
MINIMUM $61,913 $0 0% $52,003 84% $60,834 98% $ 0% 64%
MAXIMUM $64,387 $8,831 14% $63,012 98% $63,012 98% $ 0% 98%
AVERAGE $63,150 $4,415 7% $57,507 91% $61,923 98% $ 0% 81%
HUD-Group's Summary (Sub. Rehab)
MINIMUM $43,402 $539 1% $30,211 49% $40,581 67% $2,029 4% 28%
MAXIMUM $128,240 $22,877 33% $63,357 88% $86,234 96% $42,006 33% 76%
AVERAGE $73,922 $13,717 18% $47,280 68% $60,985 86% $12,925 14% 52%
WHCHC's Project Summary (New Const.)
MINIMUM $118,754 $48,059 31% $58,241 49% $108,973 92% $ 0% 32%
MAXIMUM $157,560 $50,732 43% $105,610 67% $155,667 99% $ 0% 65%
AVERAGE $146,737 $49,712 34% $90,843 61% $140,555 96% $ 0% 48%
HUD-Group's Summary (New Const.)
MINIMUM $72,923 $5,219 7% $38,750 34% $58,700 7% $4,581 4% 22%
MAXIMUM $264,664 $122,463 55% $152,410 83% $204,869 96% $59,795 23% 65%
AVERAGE $139,490 $49,692 33% $71,820 55% $121,512 88% $17,978 12% 46%

** Public Sources as a Percent of Full Development Costexclude Cash Equity raised
West Hollywood Community Housing Corporation, Quarterly Reports

Source:

from Low Income Housing Tax Credit

Nonprofit Housing Costs and Funding: Final Report VVolume - Findings prepared for U.S. Dept. Of Housing and Urban Development by Abt Associates, Nov. 1993
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Debt Financing

Substantial Rehabilitation
As seen in Table 8, debt financing in WHCHC projects ranged from $52,003 (84% of fulll
development cost) for Fountain Avenue to $63,012 (98% of full development cost) for
Detroit Street, per unit. The average debt financing was $57,507 per unit or an average
of 91% of the full development costs. In contrast, debt financing for the HUD-Group
ranged from $30,211 (49% of full development cost) to $63,357 (88% of full
development cost) with an average of $47,280 (68% of the full development cost), per
unit.

New Construction
Debt financing for WHCHC projects ranged from $58,241 (49% of full development
cost) for Harper Avenue to $105,610 (67% of full development cost) for Laurel-Norton,
per unit. The average debt financing was $90,843 per unit or 61% of the full
development costs. In contrast, debt financing for the HUD-Group ranged from $38,750
(34% of full development cost) to $152,410 (83% of full development cost) per unit. The
average debt financing was $71,820 per unit or 55% of the full development cost.

Among the WHCHC projects, the average number of development funding sources observed per
project was four. Source of debt financing for WHCHC projects, including the principal, interest
rate and the term are listed in Table 9. In contrast, for the HUD-Group, average number of
funding sources observed per project was nearly double (7.8).

Public Sour ces as a Shar e of Development Cost

Substantial Rehabilitation
Public sources (excluding cash equity raised from Low Income Housing Tax Credits) as a
percent share of total development costs in WHCHC projects ranged from 64% for
Fountain Avenue to 98% for Detroit Street with an average of 81%, per unit. In contrast,
the HUD-Group’ s public sources as a percentage share of total development cost per unit
ranged from 28% to 76% with a mean of 52%.

New Construction
For the WHCHC projects, public sources of funding as a percentage share of total
development costs ranged from 32% for Palm View to 65% for Harper Community with
an average of 48%, per unit. Thisis very smilar to the HUD-Group where the share of
public funding sources as a percentage of total development cost ranged from 22% to
65% with an average of 46% per unit.
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Table9
Sour ce of Funding: Rental Housing Projects Developed and Owned by WHCHC

Project Name No. of Sour ce of Funding Term Interest Amortized Dvipt. [WHCHC Role
Units Principal Residual Receipts Phase
Prin./Int. Deferred

1. Fountain Ave 28 [Citicorp Savings $327,143 30 Years 10.5% Amortized Occupied| Co-Generd
County of L.A. - Rental Rehab Program $417,000 30 Years 5.0% Residual Receipts Partner ,
City of West Hollywood $692,944 35 Years 10.0% Prin./Int. Deferred Developer

2. Detroit St 8 Citicorp Savings $69,560 30 Years 10.5% Amortized Occupied Owner
Dept. Of Hsg. & Comm. Dvlpt. - DPRLP $80,000 10 Years 3.0% Prin./Int. Deferred Developer
County of L.A. - Rental Rehab Program $18,008 15 Years 5.0% Amortized
County of L.A. - Rental Rehab Program $116,100 10 Years 0.0% Deferred®
City of West Hollywood $232,000 30 Years 6.0% Prin./Int. Deferred*

3. Harper Ave 17  [Citicorp Savings $251,375 30 Years 8.4% Amortized Occupied General
City of West Hollywood $749,000 40 Years 6.0% Prin./Int. Deferred** Partner,
City of West Hollywood $70,000 40 Years 6.0% Prin./Int. Deferred** Developer
Local Initiatives Support Corporation $113,754 6 Years 8.0% Residual Receipts
Local Initiatives Support Corporation $52,801 6 Years 8.0% Residual Receipts

4. Harper Comm. 22  |Dept. Of Hsg. & Comm. Dvlpt. - RHCP $1,013,000 [ 40 Years 3.0% Residual Receipts Occupied General
City of West Hollywood $304,754 39 Years 8.1% Prin./Int. Deferred Partner,
Dept. Of Hsg. & Comm. Dvlpt. - CFHP $875,500 30 Years 3.0% Residual Receipts Developer
1st Nationwide Bank - AHP $74,660 30 Years 1.0% Residual Receipts

5. Laurel-Norton 41  |Citicorp Savings $700,000 30 Years 7.0% Amortized Occupied General
Dept. Of Hsg. & Comm. Dvlpt. - CFHP $2,049,253 | 30 Years 3.0% Residual Receipts Partner,
City of West Hollywood $1,504,575 | 40 Years 3% Prin./Int. Deferred Developer

Source: West Hollywood Community Housing Corporation, Quarterly Reports

NOTES: The Dept. Of Hsg. & Comm. Dvlpt. Isthe California Dept. Of Housing and Community Development. Programs noted include:
DPRL Deferred Payment Rehabilitation Program

RHCP Rental Housing Construction Program

CFHP Century Freeway Housing Program

County of L.A. Isthe Community Development Commission of the County of Los Angeles

NEF isthe National Equity Foundation, a subsidiary of Local Initiatives Support Corporation

CEF isthe California Equity Foundation, an affiliate of NEF for investmentsin California

* These notes are subject to a principal forgiveness provision at the end of their terms

** These notes are subject to an interest forgiveness provision at the end of their terms.

Defaults and Foreclosures: WHCHC has not experienced any defaults or foreclosures on its projects.
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TAX CREDIT SYNDICATION PROCEEDSAND COSTS
The most common way of raising equity for the projects was syndication proceeds associated
with the Low Income Housing Tax Credits. Among WHCHC, five of the six projects utilized
tax credits, while 12 of the 15 projects utilized tax credits for the HUD-Group. The prominent
use of tax credits/syndication proceeds in other MSASs reflects the widespread use of this
financing mechanism nationally. Estimates suggest that in 1990, 90% of affordable housing
projects, regardless of type of sponsor, were funded by tax credits (Stevens and Tracy, 1992).
This financing mechanism is widely used because most non profits do not have sufficient cash
resources on hand and lack alternative ways to raise the cash necessary to leverage debt funding
for thelr projects. In addition, syndication proceeds can be used to cover the costs of
development related expenses, such as alowances for pre-devel opment expenses, profits for
contractors, and adequate devel oper’s fee that may not be “mortgageable’ by other funding
sources. Hence, the availability of tax creditsisacritical as a catalyst for affordable housing
development.

An approach to examining the importance of Tax Credits in raising equity is to calculate the net
amount contributed to the project after costs of syndication. In the following analysis, we have
discussed only the new construction projects, because just one substantial rehabilitation project
of the WHCHC utilized tax credits.

New Construction

Asindicated in Table 10, projects of the WHCHC that utilized the LIHTC, raised on average
$1,484,281 per project ($49,712 per unit) in syndication proceeds. Of this amount, an
average of $127,829 per project ($5,611 per unit) was devoted to syndication costs.
Syndication costs include any combination of syndication commissions and fees, partnership
acquisitions for two-tier partnerships, costs of partnership administration, net worth accounts,
and accounting expenses. On an average syndication costs as a percentage of the syndication
proceeds account for 11% across the projects. Once these syndication costs are subtracted
from the syndication proceeds, the Tax Credit raised on an average $1,356,452 net
syndication proceeds per project ($44,101 per unit). This net syndication proceed averages
32% of the total cash costs (equity+debt-non cash contributions). The project with the
highest percentage of syndication costs, Harper Community (22%) had the smallest share of
actual cash costs borne by net syndication proceeds (25%).

In comparison, projects for the HUD-Group that used the Tax Credits, raised on average
$3,184,222 per project ($47,402 per unit) in syndication proceeds. Of this amount an
average of $368,695 per project ($6,769 per unit) was devoted to syndication costs. The
syndication costs, on an average account for 17% of the syndication proceeds. After
subtracting the syndication costs from the syndication proceeds, the Tax Credit raised on an
average $2,815,527 of net syndication proceeds per project ($40,663 per unit). This net
syndication proceed averages 32% of the total cash costs which is very similar to the figures
obtained for WHCHC.
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Table 10
TAX CREDIT SYNDICATION PROCEEDS AND COSTS

Syndication | ProceedsPer | Syndication | Syndication | Syndication Net Total Cash | Net Proceeds
PROJECT Proceeds Unit Costs Costs Per Unit Costsas Syndication Costs as Percentage
Percentage of |  Proceeds of Total Cash
Proceeds Costs
WHCHC Projects (Sub. Rehab)
1. Fountain Ave $247,265 $8,831 $41,688 $1,489 1% $205,577 $1,703,338 12%
2. Detroit St (N/A) - - - - - - - -
WHCHC Projects (New Const.)
3. Harper Ave $862,448 $50,732 $140,130 $8,243 16% $722,318 $1,852,547 3%
4. Harper Comm. $1,100,000 $50,000 $242,681 $11,031 22% $857,319 $3,367,914 25%
5. Laurel-Norton $2,052,333 $50,057 $71,074 $1,734 3% $1,981,259 $6,382,333 31%
6. Pam View $1,922,344 $48,059 $57,432 $1,436 3% $1,864,912 $5,779,726 32%
WHCHC's Project Summary (Sub. Rehab)
| $247,265 | $8,831 $41,688 $1,489 1% $205,577 $1,703,338 12%
HUD-Group's Summary (Sub. Rehab)
MINIMUM $277,851 $12,930 $88,428 $2,615 16% $189,423 $821,759 15%
MAXIMUM $2,724,611 $20,928 $926,055 $6,694 A% $1,798,546 $11,824,170 24%
AVERAGE $1,244,182 $17,691 $355,672 $4,501 26% $888,509 $5,061,546 20%
WHCHC's Project Summary (New Const.)
MINIMUM $862,448 $48,059 $57,432 $1,436 3% $722,318 $1,852,547 25%
MAXIMUM $2,052,333 $50,732 $242,681 $11,031 22% $1,981,259 $6,382,333 3%
AVERAGE $1,484,281 $49,712 $127,829 $5,611 11% $1,356,452 $4,345,630 32%
HUD-Group's Summary (New Const.)
MINIMUM $422,129 $18,699 $99,171 $833 1% $299,622 $1,222,229 20%
MAXIMUM $8,076,466 $67,869 $887,000 $10,560 2% $7,977,295 $17,209,025 50%
AVERAGE $3,184,222 $47,402 $368,695 $6,769 1% $2,815,527 $8,252,075 32%
Source:  West Hollywood Community Housing Corporation, Quarterly Reports

Nonprofit Housing Costs and Funding: Final Report Volume | - Findings prepared for U.S. Dept. Of Housing and Urban Development by Abt
Associates, Nov. 1993
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One can observe that the various costs and fees paid with the net proceeds of syndication were
necessary to produce the project, hence, the Tax Credits are indeed a critical element in the
financing of these projects. However, it raises the question whether an aternative means of
raising equity would involve equally high transaction costs. Literature on this subject shows that
the full development cost per unit for nontax credit projects is lower than the ones that utilize
tax credits, although by no means conclusively (and out of scope for this study). But it may
suggest that the use of Tax Credits creates a large source of available funds and consequently
allows for higher total project costs. Moreover, syndication proceeds are not available up-front;
state credit agencies that allocate credit cannot process applications for Tax Credits until all of
the other financing to be used in the development is shown in the application. Therefore, the
nonprofit sponsor/limited partnership must usually secure bridge financing to cover expenses
until the receipt of limited partner contributions. The costs of bridge financing that may include
interest, fees, transaction costs, and added collateral, in addition to syndication costs
(establishing the partnership, maintaining the net worth account, general partner overhead,
servicing investors etc.) also increases the total development costs.

COMPONENTSOF DEVELOPMENT COSTS. USES OF FUNDS
This section describes the types and magnitude of development costs among the WHCHC
projects. Table 11 presents the allocation of costs among 12 cost categories and shows the
percentage distribution of cost components. This data is compared with the HUD-Group cost
allocations. Once again, the reader is reminded that there is potential for error in these
comparisons, since the source documents did not provide sufficient detail to break out individua
cost comporents.

1. PLANNING & DESIGN
This category includes architecture and engineering costs, in addition to pre-devel opment
expenses for planning, design or feasibility studies.
- Substantial Rehabilitation
On average, planning and design accounted for 3.8% of the total development cost for
WHCHC projects as compared to 2.3% for the HUD-Group.
New Construction
On average, planning and design accounted for 5.2% of the total development cost for
WHCHC projects as compared to 3.0% for the HUD-Group.

Thelarger share of planning and design costs for WHCHC may reflect the nonprofits strong
interest in building aesthetics, planning and design.

2. Acquisition
This category includes the purchase price of land and improvements, and generally the closing
costs or other acquisition related expenses.
Substantial Rehabilitation
On average, acquisition accounted for 50.8% of the total development cost for WHCHC
projects while the HUD-Group’s share was 16.8%. This category represents the largest
cost category for WHCHC projects.
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Table 11
Components of Development Costs: Uses of Funds

Project Tota Planning|Acquisition] Finance & | Relocation |Constructio | Real Estate| Marketing| Reserves | Legal & | Overhead |Developer's| Syndication| Additional
Devel opment & Carrying Costs n Costs Taxes Organizatio| Saff Fee Costs Costs
Cost Design Costs nal Costs Incurred
WHCHC Projects (Sub. Rehab)
1. Fountain Ave | $1,733561 |$70,165| $835,000 | $7,508 $12,885 | $585,227 | $5,219 $2,000 $26,646 | $67,020 $0 $49,980 | $41,688 | $30,223
4.0% 48.2% 0.4% 0.7% 33.8% 0.3% 0.1% 1.5% 3.9% 0.0% 2.9% 2.4% 1.7%
2. Detroit St $515,329 | $18,341| $275,000 | $1,845 $13,000 | $187,674 | $1,719 $0 $0 $6,750 $0 $0 $0 $11,000
3.6% 53.4% 0.4% 2.5% 36.4% 0.3% 0.0% 0.0% 1.3% 0.0% 0.0% 0.0% 2.1%
WHCHC Projects (New Const.)
3. Harper Ave $2,018,823 | $78,500 | $510,000 | $6,054 $22,000 | $959,451 | $6,375 $0 $18,813 | $21,500 $0 $170,000 | $140,130 | $86,000
3.9% 25.3% 0.3% 1.1% 47.5% 0.3% 0.0% 0.9% 1.1% 0.0% 8.4% 6.9% 4.3%
4. Harper Comm. | $3,427,334 ($242,500( $850,000 | $81,663 | $25,000 |$1,685864| $9,350 $0 $27,776 | $17,500 $0 $165,000 | $242,681 | $80,000
7.1% 24.8% 2.4% 0.7% 49.2% 0.3% 0.0% 0.8% 0.5% 0.0% 4.8% 7.1% 2.3%
5. Laurel-Norton | $6,545,948 [$286,193|$1,330,000( $164,750 | $143,640 ($4,023918( $17,166 $500 $73,212 | $49,495 $0 $300,000 [ $71,074 | $86,000
4.4% 20.3% 2.5% 2.2% 61.5% 0.3% 0.0% 1.1% 0.8% 0.0% 4.6% 1.1% 1.3%
6. PamView $6,156,485 [$332,950( $822,931 | $425,200 | $132,000 |$3,829,296 | $12,000 $0 $82,580 | $62,096 $0 $400,000 | $57,432 $0
5.4% 13.4% 6.9% 2.1% 62.2% 0.2% 0.0% 1.3% 1.0% 0.0% 6.5% 0.9% 0.0%
WHCHC's Project Summary (Sub. Rehab)
MINIMUM $515,329 3.6% 48.2% 0.4% 0.7% 33.8% 0.3% 0.0% 0.0% 1.3% 0.0% 0.0% 0.0% 1.7%
MAXIMUM $1,733561 | 4.0% 53.4% 0.4% 2.5% 36.4% 0.3% 0.1% 1.5% 3.9% 0.0% 2.9% 2.4% 2.1%
AVERAGE $1,124,445 | 3.8% 50.8% 0.4% 1.6% 35.1% 0.3% 0.1% 0.8% 2.6% 0.0% 1.4% 1.2% 1.9%
HUD-Group's Summary (Sub. Rehab)
MINIMUM $858,282 1.3% 1.1% 3.4% 0.0% 44.3% 0.1% 0.0% 0.0% 0.7% 0.0% 1.5% 0.0% n/a
MAXIMUM $16,284522 | 4.4% 30.1% 10.7% 2.0% 75.7% 0.8% 0.7% 3.7% 3.4% 3.3% 11.7% 10.3% n/a
AVERAGE $5,461,470 | 2.3% 16.8% 6.3% 0.6% 59.1% 0.4% 0.2% 1.4% 1.8% 1.6% 5.3% 4.4% n/a
WHCHC'sProject Summary (New Const.)
MINIMUM $2,018823 | 3.9% 13.4% 0.3% 0.7% 47.5% 0.2% 0.0% 0.8% 0.5% 0.0% 4.6% 0.9% 0.0%
MAXIMUM $6,545948 | 7.1% 25.3% 6.9% 2.2% 62.2% 0.3% 0.0% 1.3% 1.1% 0.0% 8.4% 7.1% 4.3%
AVERAGE $4,537,148 | 5.2% 20.9% 3.0% 1.5% 55.1% 0.3% 0.0% 1.1% 0.8% 0.0% 6.1% 4.0% 2.0%
HUD-Group's Summary (New Const.)
MINIMUM $1,351,984 | 2.0% 1.5% 2.6% 0.0% 51.9% 0.0% 0.0% 0.0% 0.6% 1.5% 0.6% 0.0% n/a
MAXIMUM $22,231,764 | 3.9% 13.6% 9.9% 0.0% 72.9% 1.0% 2.0% 10.8% 6.2% 4.0% 18.8% 9.1% n/a
AVERAGE $8,559,998 | 3.0% 7.5% 6.1% 0.0% 62.8% 0.5% 0.5% 3.2% 2.2% 2.5% 7.2% 4.4% n/a
Source; West Hollywood Community Housing Corporation, Quarterly Reports

Nonprofit Housing Co sts and Funding: Fina Report Volume | - Findings prepared for U.S. Dept. Of Housing and Urban Development by Abt Associates, Nov. 1993
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New Construction

On average, acquisition accounted for 20.9% of the total development cost for WHCHC
projects as compared to 7.5% for the HUD-Group.

Acquisition costs as a proportion of development costs are much higher in both new construction
and substantial rehab projects for WHCHC when compared to the HUD-Group. Thisis not
surprising because of the high land costs in the City of West Hollywood and the possibility of
nonprofit projects of the HUD-Group in severely distressed areas where there was otherwise
little private investment occurring or competing positive uses for the land.

3. Finance and Carrying Charges
This category includes the actual development period interest and related charges.
Substantial Rehabilitation
On average, finance and carrying charges accounted for 0.4% of the total development
cost for WHCHC projects as compared to 6.3% for the HUD-Group.
New Construction
On average, finance and carrying charges accounted for 3% of the total development cost
for WHCHC projects as compared to 6.1% for the HUD-Group.

Finance and carrying charges are lower on average for al WHCHC projects as compared to the
HUD-Group.

4. Relocation Costs
This category includes costs associated with relocation of tenants due to the disruption caused by
construction.
Substantial Rehabilitation
Relocation costs accounted for 1.6% of the total development cost, on average for
WHCHC projects and 0.6% for the HUD-Group.
New Construction
On average, relocation costs accounted for 1.5% of the total development cost for
WHCHC projects and zero percent for HUD-Group.

Relocation costs seem to be modest across all the cases.

5. Construction Costs
This category aso known as the *brick and mortar’ category includes demolition, site work, the
construction contract, fees and permits and other hard costs.
Substantial Rehabilitation
Construction cost accounted for 35.1% of the total development cost, on average for
WHCHC projects and 59.1% for the HUD-Group. It seems that acquisition costs
(50.8%) are offsetting some of the construction costs in the case of WHCHC.
New Construction
On average, construction cost accounted for 55.1% of the total development cost for
WHCHC projects and 62.8% for the HUD-Group. Ideally, a higher share of construction
costs as a percentage of the total development costs is preferred by public agencies since
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it implies a greater share in construction (brick and mortar, materials, quality etc.) than
any of the other competing components of development costs.

For a detailed account of construction costs per square foot, refer Table 12.

Table 12
Construction Costs: Rental Housing Projects Developed by WHCHC

I TEM FOUNTAIN|DETROIT| HARPER | HARPER | LAUREL - PALM

AVE ST AVE COMM. NORTON VIEW
No. of Units 28 8 17] 2 41 40
Sq. Ft. (Residential) 11,608 2,880 16,063 22,422 45,520 39,967,
Sq. Ft. (Residential + Garage) 11,608 3,264 21,588 31,522 63,824 58,798
Projected Total Development Cost $1,703,338 $504,095 $1,932,823| $3,367,914] $6,459,948 $6,156,485
Actual Total Development Cost $1,733,561 $515,095 $2,018,823| $3,447,914] $6,459,948 $6,156,485
Construction Costs $585,227| $187,674  $959,451| $1,685,864] $4,023,918 $3,829,296
Per Unit Cost $61,913 $64,387 $118,754  $156,723 $157,560 $153,912
Actual Total Development Cost $149 $179 $126 $154 $142 $154
per Sg. Ft. (Residential)
Actual Total Development Cost $149 $158| $94 $109 $101 $105)
per Sq. Ft. (Residential + Garage)
Construction Cost/Sq. Ft. $50 $57 $44 $53 $63 $65

(Residential + Garage)

Source:

West Hollywood Community Housing Corporation, Quarterly Reports

Construction costs (hard costs) per square foot in the range of $44 to $65, in the case of WHCHC
compare favorably to the costs for typical industry (for-profit) market costs for the area. In
preparing their 1998-2003, Housing Element Update, the City of Santa Monica surveyed
contractors active in Santa Monica and found that the average multi-family corstruction costs
range from $40 to $75 per square foot, and up to $64 to $82 per square foot if one level of
underground parking is required.

6. Real Estate Taxes

Taxes during construction accounted for less than 1% of full development costs for both
WHCHC and HUD-Group projects.

7. Marketing

On average, marketing and lease- up costs accounted for less than 1% of full development costs
for both WHCHC and HUD-Group projects. It is obvious that the demand for affordable

housing outstrips the supply, and the consequent long waiting list of applicants as in the case of
the City of West Hollywood requires no additional marketing efforts.
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8. Reserves

This category is intended to measure pre-funded project reserves. Reserves, on an average
accounted for 1% of full development costs for WHCHC projects while they accounted for
approximately 2% of full development costs for HUD-Group projects.

9. Legal and Organizational Costs
Lega and organizational costs accounted for 2% or less for majority of the projects for both
WHCHC and HUD-Group.

10. Overhead Staff

Staff time was not explicitly reimbursed by the project budget in the WHCHC projects. In the
new construction projects of the HUD-Group, overhead staff costs accounted for 2.5% of the full
development cost.

11. Developer’s Fee

The amount of fee retained by the developer, WHCHC, on average accounts for 1.4% (for rehab)
to 6.1% (for new construction) of full development costs. In contrast, the developer’s fee for
HUD-Group accounted for 5.3% (for rehab), and 7.1% (for new construction). In astudy of Tax
Credit projects (Evaluation of LIHTC, 1991), 91% of which were pure-for-profit developers,
developers received an average fee of 9.5%. It istherefore interesting to contrast the report’s
9.5% with the 3.75% (average of rehab and new construction) of WHCHC where less than half
of the for-profit-developers was retained as devel oper’s fee.

12. Syndication Costs
Syndication costs, as mentioned earlier include expenses related to the sale of tax credits (lega
costs, consultants, tax credit application fees), partnership management fees and interest on any
bridge loans that are ultimately repaid from investor contributions.
Substantial Rehabilitation
Syndication costs, on average accounted for 2.4% of full development costs for WHCHC
projects, and 4% for HUD-Group projects.
New Construction
On average, syndication costs accounted for 4% of full development cost for WHCHC
projects, and 4.4% for HUD-Group projects.

In general, costs of syndication were lower for projects done by WHCHC when compared with
the HUD-Group.
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VI.  AFFORDABLE HOUSING CONSTRAINTSAND OPPORTUNITIES

The supply of adequate and affordable housing is affected by both market conditions, and
government programs and regulations. The potential market constraints include the price of
land, the cost of construction and the availability of financing. The potential government
constraints include land use controls, building codes and their enforcement, site improvement
fees and other exactions, and local processing and permitting procedures. High land and
construction costs, the lack of availability of land, costs of financing, combined with a dampened
real estate market are a primary constraint to the development of affordable housing in the City.
These factors and others presented in detail in Section 11-6.0 Potential Constraints to Housing
Investment hinder the construction of new and affordable units. This section, however, discusses
two issues pertinent to the development of affordable housing: i) the Affordable Housing Trust
Fund, and ii) New Construction versus Substantial Rehabilitation.

6.1 AFFORDABLE HOUSING TRUST FUND
The dampened real estate market has adversely impacted the City’ s Inclusionary Housing
Program and its Affordable Housing Trust Fund which depends on a vibrant real estate
development market. The City’s Inclusionary Housing Program requires residential developers
to set aside a portion of unitsin each new residential development for low and moderate income
households. This set-aside is 20% for projects with over 10 units, and 10% for projects with 10
or fewer units. For projects with 20 or fewer units, however, developers may pay an in-lieu fee
or provide a combination of units and fee ranging in 1997 from $5.74 per sg. ft. for a 1- unit
project to $11.47 per sq. ft. for projects of 10 or more. If rent-stabilized units need to be
demolished, the developer must either replace all the units on a one-to-one basis or pay an
aternative demolition fee ranging from $41 to $82 per sq. ft.. Since its inception in 1986, the
Inclusionary Housing Program has resulted in the construction of 53 housing units affordable to
low and moderate income housing.

All of thein-lieu fee generated by the program goes into a fund, called the City of West
Hollywood' s Affordable Housing Trust Fund that provides financing for affordable housing
projects throughout the City. Over the last 10 years, the Affordable Housing Trust Fund has
played acritical role in funding projects of the West Hollywood Community Housing
Corporation. On the five projects of the WHCHC, excluding Palm View, the Affordable
Housing Trust Fund has provided financing of $3,553,273 that represents a 36.6% share of all
debt financing (principal equal to $9,711,427) for all projects. The funding provided to WHCHC
includes a combination of notes that are subject to either principal forgiveness or interest
forgiveness at the end of their terms. Thus, the Inclusionary Housing Program and the
Affordable Housing Trust Fund have played a key role in the patchwork financing required for
the development of affordable housing. However, due to the recession and the consequent
depressed real-estate market during the last four years, the Affordable Housing Trust Fund is at
al time low and nearly depleted. To meet this gap in funding, subsidies that lower the costs of
housing development, such as land write downs, interest subsidies, and other alternative
financing techniques are needed to lessen the impact of such market conditions.

Besides the market conditions, funding from the public sector has aso been on the decline. This
includes atrend of decline in the Community Development Block Grant (CDBG) funds available
to the City. CDBG funds, available to City through HUD have been used in only one project of
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the WHCHC. In addition, the State’s Low Income Housing Tax Credits, used in 5 of 6 projects
of WHCHC to raise equity have become increasingly competitive.

6.2 NEwW CONSTRUCTION VERSUS SUBSTANTIAL REHABILITATION
As a highly built out City, West Hollywood has few remaining vacant properties. Only 1% of
the City’ stotal area or 8 acresis still available for development allowing for a maximum of 316
units under the present zoning (1989 West Hollywood Housing Element). Land unavailability
thus becomes a constraint. Demolition of existing older structures causes relocation, and its
replacement with a new structure increases the total costs of developing the property. One could
argue that by increasing the density of the new development, the developer could earn higher
returns. However, thisis not very likely to happen since much of the City’s property is at
maximum density limits. Furthermore, land costs are very high in the City, particularly because
of the low supply of vacant land. Land acquisition, as a component of development cost, as
shown earlier in the analysis is the largest single cost category of total development cost. These
factors, among others raise the cost of new development, and become a detriment to new
construction. The full development cost per unit for the new construction projects (4) built by
WHCHC ranges from $118,754 to $157,560 with an average cost of $146,737.

Given these conditions, substantial rehabilitation, on the other hand, is a desirable option for
future affordable housing development. One of the reasons is the presence of abundant supply of
older housing stock that needs to be rehabilitated. According to the City’s 1997 Redevel opment
Implementation Plan for the East Side, 55 dilapidated units will be rehabilitated over the next
five years, 110 units over ten years and 500 units over the life of the Redevelopment Plan. This
presents a great opportunity for WHCHC to take leadership in developing these sites. The full
development cost per unit for substantial rehabilitation projects (2) ranges from $61,913 to
$64,387 with an average cost of $63,150.

However, substantial rehabilitation projects demand caution since they may have additional costs
associated with them that may make the project financially unfeasible. The City has adopted
Cdlifornia’ s Uniform Building Code, 1994 edition by Ordinance, and subsequently the latest
Uniform Plumbing Code, National Electric Code, Mechanical Code and Title 24 and 25 of State
Energy Insulation Regulations and all its amendments. These building and safety codes are
designed to protect the public health, safety and welfare, and are adopted by all citiesin
California. In addition, the City must also comply with federal regulations pertaining to the
Americans with Disabilities Act (ADA) that requires a minimum percentage of unitsin new
housing devel opments built after 1989 to be fully accessible to the physically disabled.
Moreover, the City has enacted seismic retrofitting codes pursuant to Chapter 96 of the WHMC
and State Law (1990) that require seismic upgrades in order to reduce the potential of earthquake
hazards in unreinforced masonry buildings.

Compliance with the codes, regulations, and standards does increase the costs of development of
housing. It impacts substantial rehabilitation projects even more than new construction because
most of the City’ s housing was built over 40 years ago, and well before the adoption of the
current codes. This older housing stock is exempt provided the building is not materially
changed, however, with substantial rehabilitation, the structure has to be updated to the current
codes which drives up the development costs. Other costs associated with substantial
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rehabilitation include the relocation of residents, asbestos abatement costs, and costs associated
with additional parking requirements. Therefore, substantial rehabilitation is a viable option but
only on a case-by-case basis.

Given these conditions, special circumstances are generally required to make a project
financially feasible, such as unusually low land cost, unusually high rent/sale prices, below
market rate financing, and/or significant reductions in construction or other development costs.
The following section describes opportunities and resources for use towards the preservation,
improvement and development of affordable housing. There are a variety of funding and
regulatory programs available to the City and the WHCHC from the federal, state, county and
city level. These resources are described below.

6.3 FEDERAL PROGRAMS

1. HOME Investment Partnership (HOME)

The HOME program created by the NAHA Act of 1990 by HUD, awards funds to localities on
the basis of a formula which takes into account tightness of the local housing market, inadequate
housing, poverty, and housing production costs. Based on HUD’ s distribution formula, localities
must qualify for at least half million dollars to receive direct allocation of funds, or can apply to
the state or combine with adjacent jurisdictions. The funding is provided to localities to assist
either rental housing or home ownership through acquisition, construction, reconstruction, and or
rehabilitation of affordable housing. Under the program, it is possible to fund tenant-based rental
assistance, property acquisition, site improvements, and other expenses related to the provision
of affordable housing, and other expenses related to specia needs population. It isrequired that
the local jurisdiction make matching contributions to affordable housing under HOME.

2. Community Development Block Grants (CDBG)

These grants administered through HUD are awarded to the City on aformulabasis for housing
activities, including acquisition, rehabilitation, home buyer assistance, economic development,
homeless services, and public services. The grants benefit primarily persons/households with
incomes not exceeding 80% of the County Median Family Income (MFl). CDBG funds were
provided to WHCHC for site acquisition and pre-development for a 20 unit housing project on
Detroit Street. This funding was a loan to WHCHC in the amount of $454,000.

3. Section 202/811 Housing for Seniors and Disabled Persons

HUD’ s Section 202/811 program is designed to assist nonprofit organizations and consumer
cooperatives to receive no interest capital advances for the construction of very low income
(50% of MFI) rental housing for senior citizens and disabled persons. The program also
provides project based rental assistance. Section 811 can be utilized to develop group homes,
independent living facilities, and intermediate care facilities. Section 202 is especially
appropriate for the City of West Hollywood due to its large low and limited income elderly
popul ation.

4. Housing Opportunitiesfor Personswith AIDS (HOPWA)
The HOPWA program provides competitive grant s, entitlements for housing assistance and
supportive services for persons with AIDS. These funds can be used for acquisition,
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rehabilitation, lease, repair of facilities, new construction, project based or tenant based rental
assistance, planning, supportive services, operating costs, short term rent, mortgage and utility
payments, and administrative expenses. HOPWA funds of one million dollars for a period of
three years were awarded jointly to the WHCHC, Project New Hope, and Hollywood
Community Housing Corporation to create the Los Angeles Consortium for Service Coordinated
HIV/AIDS Housing. The Consortium’s Enhanced Management approach has been successful
and is being used at six sites (at Harper Community Apartments for WHCHC), and will be
eventually turned into a model suitable for national dissemination and replication.

5. Supportive Housing

To promote the development of supportive housing and services, HUD provides grants to public
and private non profit entities. Grants provided under this program are competitive in nature,
and may be used for acquisition of property, rehabilitation, new construction athough under
certain limitations, leasing of structures, to meet operating and supportive services costs. While
grants for operative costs may be for up to 75% for the first two years and 50% for the
subsequent three years, grants for other activities require matching funds from the recipient.

6. Federal Emergency Shelter Grants (FESG)

The FESG program provides funds to nonprofits to improve the quality of existing shelters
and/or to increase the number of new shelters for the homeless. The funds may be used for
acquisition, new construction, and rehabilitation of homeless facilities, and provision of support
services.

7. Section 8 Rental Assistance and Housing Vouchers

The Section 8 Rental Assistance (Certificates) and Housing Vouchers provide rent subsidies to
very low income households (below 50% of MFI). The Certificate program per HUD’ s schedule
combines rent and utility allowance, and is guaranteed not to exceed 30% of the tenant’s monthly
income. Rent and utilities for the unit must conform to the HUD-mandated Fair Market Rent
(FMR) for the particular unit size and geographic area, and the unit must meet the HUD Housing
Quality Standard (HQS). Under the Voucher program, the rent subsidy is based on the
difference between a payment standard determined by the Housing Authority and 30% of the
tenant’ s adjusted gross income. Tenants with Section 8 Vouchers can rent units beyond the
FMRs, however, they must pay the difference between the actual rents and the payment standard.

8. Home Ownership for People Everywhere (HOPE)

HOPE | (Public Housing Homeowner ship) Program

The Hope | program provides grants to assist residents of public and Indian housing to
become homeowners. These grants are of two kinds: planning and implementation. While
the planning grants may be up to $200,000 and do not require matching funds, the
implementation grants support the actual cost of developing, acquiring, and/or rehabilitating
the housing. Implementation grants have no limits, however, they do require local matching
funds from non-federal sources.
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HOPE Il (Homeownership of Multifamily Units) Program

The program provides grants to assist |ow-income persons become homeowners through use
of multi-family rental properties. These funds like the HOPE | grants are for planning and
implementation. While planning grants may not exceed $200,000 and do not require
matching funds, the implementation grants may not exceed 120 times the FMR, and require a
non-federal match of at least 33%.

HOPE 111 (Homeownership for Single-family Homes) Program

The HOPE |11 program provides grants to assist low income persons to achieve
homeownership. Planning and implementation grants are available on a competitive basis
with applicants for planning grants competing in a national pool, while applicants for
implementation grants compete in aregional pool. The maximum amount for planning grant
is $100,000 and implementation grant is $3,000,000.

9. Section 108 Program

Section 108 is the loan guarantee provision of the CDBG program designed to provide
communities with a source of financing for a variety of housing and economic development
activities. The projects and activities must primarily benefit the low and moderate income
persons, aid in the elimination or prevention of slums and blight, or meet the urgent needs of the
community. The Section 108 loan guarantee program limits the funds to 5 times the applicant’s
most recently approved CDBG amount, less prior Section 108 commitments. Eligible activities
under this program include economic development activities eligible under CDBG, acquisition of
real property, rehabilitation of publicly owned real property, housing rehabilitation eligible under
CDBG program; construction, reconstruction, or installation of public facilities; related
relocation, clearance and site improvements; payment of interest on the guaranteed loan and
issuance costs of public offerings, debt service reserves; and, public works and site
improvements. These are secured loans and repaid by pledges of current and future CDBG
funds. Additiona security requirements may also be imposed on a case by case basis.

6.4 STATE PROGRAMS

1. Low IncomeHousing Tax Credits(LIHTC)

The program allows individuals and corporations to earn tax credits by investing in low income
rental housing. The credits are usually sold to corporations or persons with a high tax liability.
The funds generated by the sale of these credits are then used to create housing. The application
for LIHTC is competitive since each state is allowed a finite amount annually. For California,
award recipients are selected by the Tax Credit Allocation Committee (TCAC). A description of
the TCAC programs is detailed in Appendix C. As mentioned earlier, five of the sx WHCHC
projects have used Tax Credits to raise equity and have played a critical role in the financing of
the projects.

2. California Housing Finance Agency (CHFA)
The agency provides below market interest rate mortgage capital through the sale of tax-exempt
notes and bonds.
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Single-Family

Home Mortgage Purchase (HMP) Program

CHFA sells tax-exempt Mortgage Revenue Bonds to provide below market rate financing
through approved private lenders to first time homebuyers for the purchase of new or existing
homes.

SHf-Help Housing Program

CHFA assists nonprofits which acquire land, provide building plans, and package loans for
self-help housing. Under the supervision of nonprofit housing devel opers, families provide
the mgjority of construction labor. The agency makes commitments to self- help corporations
for low-interest mortgages and provides credit enhancements to lenders who provide
construction financing and preferential interest rates.

Multi-Family

Rental Housing Mortgage Loan Program

The program finances the construction or substantial rehabilitation of projects containing 20
or more units. Twenty percent of the units in the projects must be set aside for low income
tenants at affordable rents for the greater of 15 years or as long as the mortgage is
outstanding.

6.5 COuUNTY PROGRAM

1. Mortgage Credit Certificate Program

The Los Angeles Community Development Corporation (CDC) administers a Mortgage Credit
Certificate (MCC) program to assist low and moderate income (up to 115% of median income)
first time homebuyers to obtain homeownership. The MCC awards the holder federal income
tax credit. Qualified applicant may take a credit against federal income taxes of up to 80% of the
interest paid on the first year of the mortgage.

6.6 LocAL PROGRAMS

1. Redevelopment Tax Increment

The 1997 Redevelopment Implementation Plan on the East Side of the City will create
significant new housing opportunities in areas where housing was not feasible due to site
limitations, ownership, or market unfeasibility. Redevelopment creates a significant amount of
locally controlled funds for the development of affordable housing. State law requires that at
least 20% of all property tax increments in a redevelopment area be set aside to subsidize new,
existing, or rehabilitated low and moderate income housing. It also enables the City to issue
bonds and finance housing construction, and acquire land for new housing. According to the
1997 Redevelopment Plan (5-Y ear Implementation Plan), the City shall build 70 units over the
next five years, and atotal of 140 units over 10-year period, and 420 units over the 30-year life
of the Plan. Moreover, 55 dilapidated units will be rehabilitated over the next five years, 110
units over ten years and 500 units over the life of the Redevelopment Plan.
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2. Inclusionary Housing Program

In an effort to expand the supply of affordable housing within its jurisdiction, the City like 64
communities across California has implemented inclusionary housing requirements. The
Inclusionary Housing Ordinance adopted by the City in 1986 “encourages low and moderate
income housing, and housing for the disabled and older residents (West Hollywood Municipal
Code, Section 9401). As mentioned before, the City’s Inclusionary Housing Program has been
adversely impacted due to a recession induced dampened real estate market. The Inclusionary
Housing program requires residential developers to set aside a portion of unitsin each new
residential development for low and moderate income households. This set-aside is 20% for
projects with over 10 units, and 10% for projects with 10 or fewer units. For projects with 20 or
fewer units, however, developers may pay an in-lieu fee or provide a combination of units and
fee ranging from $5.74 per sq. ft. for a 1-unit project to $11.47 per sg. ft. for projects of 10 or
more. If rent-stabilized units need to be demolished, the developer must either replace al the
units on aone-to-one basis or pay an aternative demolition fee ranging from $41 to $82 per sq.
ft.. Sinceitsinception, the Inclusionary Housing Program has resulted in the construction of 53
housing units affordable to low and moderate income housing. It has aso contributed $3.6
million to the Affordable Housing Trust Fund collected through in-lieu fees; which have been
put to use in partialy financing al of the WHCHC projects.

6.7 ALTERNATIVE AFFORDABLE HOUSING FINANCE PROGRAMS
Due to the decrease in Federal and State program funding, and the need for additional fundsto
stem the loss of affordable housing due to vacancy de-control, alternative affordable housing
finance programs should be explored by WHCHC and the City. Potential funding mechanisms
include:

Tax Exempt Bonds and State Low Income Housing Tax Credits, where loans are made to
property owners in exchange for deed-restricting 20% of the units to households earning
no more than 50% of the median county income, or 40% of the units are deed restricted
for households earning no more than 60% of the median county income.

HUD Section 108 Program (mentioned above), whereby loans are made using future
CDBG funds as collateral.

Mortgage Credit Certificates, (mentioned above), where first-time homebuyers earning
up to 120% of the median county income may be credited with up to 80% of the interest
paid on taxes during the first year of the mortgage.

A working relationship with private lenders to leverage City funds, and public-private
partnerships that yield a value added product.
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VII.  CONCLUSON

Nonprofits play acritical role in bringing a community based perspective to the housing
development sector. They secure public and private resources and invest them in housing to
stabilize these neighborhoods. Over the years, a cadre of experienced community housing
developers has been created supported by a network of public agencies, private funders,
corporate givers, and local executive and legidative bodies. While the capacity of the nonprofit
sector is not uniform, the advanced parts of the sector have increased pressure on local nonprofits
to take on broader community development roles. The West Hollywood Community Housing
Corporation plays a pivotal role in taking on broader housing (production) and community
development (non-production) functions. Thisis illustrated by its housing development, housing
management, and the enhanced management program serving the special needs population.
Supporters of the nonprofit sector argue that compared to for-profit firms, nonprofits i) have the
potential to provide more effective management and maintenance of housing they have
developed; ii) are more likely to produce or rehabilitate housing that accomplishes the goal's of
broader community revitalization, and iii) are more likely to establish and sustain needed
services for low income residents. These activities, some of them which are already being
carried out by WHCHC include counseling residents, organizing community residents,
advocating community reinvestment, providing homeless housing, emergency food assistance or
training residents for employment.

Expanding the role of nonprofits is necessary and inevitable. The motivation is that good
housing cannot be sustained in environment that is clouded by high unemployment, crime,
neglect and social isolation. The new thinking among foundation supporters, at Federal, State
and local level is to support comprehensive approaches to community revitalization that build
linkages and partnerships with the private sector to enhance institutional capacity. This concept
also informs the Federal Empowerment Zone/Enterprise Communities (EZ/EC) initiative and
embodies the core principles of the President’ s agenda that combines Federal tax incentives with
direct funding for physical improvements and social services. These initiatives cut across human
services, health, economic development and housing domains, and strongly emphasize
community participation in policy formulation and implementation. The funding is designed to
assist residents, businesses and organi zations for a broad range of activities, including workforce
preparation and job creation efforts linked to welfare reform; neighborhood devel opment;
support for financing of capital projects; financing of projects in conjunction with the Section
108 loan guarantee program and other economic devel opment projects; support for project based
rental assistance; financing other housing activities, community policing; and health care. The
idea of comprehensiveness with a view to making appreciable impacts is not a new one, for
example Model Cities was defined by that concept. Issues that surround such EZ/EC initiatives
transcend the role of nonprofit developers but a good number of questions pertain to their future
role.

Among them, how can nonprofit developers enhance their capacity by the creation of new
collaborative arrangements (with the City, other nonprofits and the private sector)?

What ingtitutional arrangements to provide services (enhanced management, workforce
training, health care) appear to be most effective and efficient?

What special organizational demands does service integration place on nonprofit sponsors?
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What opportunities exist for developers such as WHCHC to engage in community building,
community organizing, workforce training and economic developmert activities?

What are the barriers in the nonprofit sector to staff recruitment, retention, training, career
development and upward mobility? What can local intermediaries, other collaborative
institutions, and other sector supporters do to compensate for these barriers?

Nonprofits, increasingly due to pressures for funding need to be entrepreneuria in nature and
respond to the changing imperatives of performance, efficiency, and accountability. Thisis
especially true because of the sector’s greatest internal vulnerabilities — the burdens of patchwork
financing and the lack of ongoing operating support. The need to patch together project
financing from a large number of sources increases the legal complexities and hence the costs
associated with the project. This suggests the need for creating alternative financing instruments,
perhaps pooling resources at higher levels and making them available to local nonprofitsin a
simpler manner.

While government subsidies remain critical, the nonprofit sector is progressing in reducing risk
perceptions in private capital markets. The role of intermediaries in confidence building and the
creative pooling of funding sources to reduce the risk through diversification has been an
important element. However, additional efforts are warranted to expand the concept of
leveraging to secure both additional private financing and to further institutional change and
capacity building.
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1.0 REPORTON INTERVIEW SURVEY OF COMMUNITY LEADERSAND
STAKEHOLDERS

1.1 Introduction
The survey is acomponent of a Housing Study conducted by the University of Southern
California, School of Urban Planning and Development for the City of West Hollywood.
The purpose of the Housing Study is to explore the existing housing needs, conditions,
opportunities, policies, and practices of the City of West Hollywood, and to highlight options
for the City Council to consider for its direction in the future. Asacomponent of the Study,
this Interview Survey of Community Leaders and Stakeholders seeks to canvass their views
regarding performance of the City in meeting its goals, opportunities and obstacles for future
housing policies, and expected impacts of recent legidative developments and trends in the
future.

The interviewees comprised members of the City Council, and representatives of the
Planning Commission, The Rent Stabilization Commission, the West Hollywood Community
Housing Corporation, The Coalition for Economic Survival and the West Hollywood
Concerned Citizens. The interviews were conducted between May and August 1997.

The issues surveyed were organized under seven sections, namely, rent stabilization,
affordable housing production and preservation zoning, market rate housing, trends,
homeownership, and NIMBYism

The report is presented as summaries of prevailing views, commonalties, and differencesin
respect of each question.

A. Rent Stabilization
1. HOWHASRENT STABILIZATION HELPED THE CITY MEET ITS

GOALS?
The goals of rent stabilization were generally identified as follows. to provide and maintain
astock of affordable, good quality housing in a safe environment; to maintain diversity and
inclusiveness particularly in terms of low income groys, seniors, immigrants and minorities;
and to protect these groups from dramatic fluctuations in rent levels.

Most respondents felt that the city has met these goals. Although the location of the city
makes it susceptible to gentrification, rent stabilization has, to alarge extent, prevented this.
Affordable and decent housing has helped maintain diversity in the population mix. Seniors,
low income residents and minorities have not been forced out, and housing has been
provided for the disabled. The rent stabilization code makes provision for property
maintenance, and athough there are afew “renegade” landlords, enforcement levels have
been good, and the number of tenant-landlord conflicts have been kept low.

One respondent maintained that the beneficiaries of rent stabilization are young singles with
high incomes rather than seniors and low income residents, and that rent stabilization has
created the problem of deferred maintenance of units.

A common perception was that, due to the current “ soft” market, rents, in many cases, are
lower than the Maximum Allowable Rent (MAR), but will rise as soon as the market
improves.
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WHAT WILL BE THE EFFECT OF RECENT LEGISLATION ON THE
RENT STABILIZATION PROGRAM, INCLUDING THE IMPACT ON

AFFORDABILITY AND LIVING.
The prevailing view was that rent levels will rise, but, because current rents are close to
market levels, the increases will take effect gradually. The fact that increases will only take
effect when a unit is vacated was also cited as a reason for a gradual increase.

Most respondents agreed that rent increases will result in gentrification as low income
residents get forced out. Some believed that gentrification will take place in pockets, while
others felt it would be more widespread. Many respondents maintained that the city will also
suffer alossin diversity aong age lines as the elderly population decreases. Landlords will
give preference to younger tenants because their higher mobility (turn-over) will facilitate
application of rent increases. Ore respondent stated that vacancy de-control will have no
effect on the elderly aslong as they stay in place. In general, there was consensus that the
city will face greater difficulties in maintaining its stock of affordable housing.

Almost all responderts expected a deterioration in relations between landlords and tenants. It
was felt generally that evictions will increase as landlords, in order to secure higher rentals
upon vacancy, will apply overt and covert pressure on tenants to move out. There will be
lower tolerance among landlords for non/late payments, and nuisance. One respondent
pointed out that the City has passed some legidlation to address these kinds of problems.

B. Affordable Housing Production an Preservation
1. THE WEST HoLLYWOOD COMMUNITY HOUSING
CORPORATION (WHCHC) HAS DEVELOPED UNITS OF
AFFORDABLE HOUSING INCLUDING UNITSOF NEW
CONSTRUCTION. DOES THE NON-PROFIT PRODUCE A QUALITY
PROJECT? WHAT SUGGESTIONS DO YOU HAVE FOR THE NON-
PROFIT - E.G. LOCATION OF PROJECTS, REHAB VS. NEW

CONSTRUCTION, PRODUCTION, ETC.

There was overwhelming agreement that the WHCHC has done excellent work and produces
good quality projects. It was pointed out that some of their projects have won design awards.
Many felt that the CHC should be given autonomy in decisions about project location and
project type (i.e., new construction or rehab). Respondents also emphasized the need for
more support for the CHC. Some suggested an increase in exactions from new projects and
greater allocations from the general fund. Others proposed that the city look for bonds and
individual investors as funding sources.

Preferences about whether the CHC should pursue rehab or new construction in the future
varied. Most agreed that it should make these decisions on a case by case basis. There was
concern that the amount of land available for new projectsis limited, that new projects are
more expensive (both in capital and management costs), and that new construction depletes
the stock of existing rent controlled units. Some felt that new construction should be left to
private developers and the CHC should focus on rehab projects. There was aso concern that
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rehab projects displace existing tenants, and that these projects could be more expensive,
especially if earthquake retrofitting and removal of lead paint is required.

Most respondents suggested that the CHC should do more to secure greater community
participation on all its future projects, and cited the King's Road project as an example of its
failure to do so.

2. COMMUNITY DEVELOPMENT BLOCK GRANTS CURRENTLY
FUNDS MINOR AND SUBSTANTIAL REHAB OF HOMES AND
APARTMENTS, WITH AN EMPHASISON THE EAST SIDE
(RESIDENTIAL REHAB LOANS, HOME SECURE, LIGHTSON
CRIME, HANDYWORKER, HOMES AND GARDENS (NEW
PROGRAM). WHAT SUGGESTIONS DO YOU HAVE FOR THESE

FUNDS?

There was a broad range of suggestions for use of these funds. These included suggestions
that the funds be used for: streetscaping, facade improvements and better street lighting,
particularly on the east side; continued production of affordable housing for low income
residents and the disabled; residential rehab (as a strategy to maintain old housing stock); and
social service programs that are threatened under the present City Council (i.e., the bus pass
program, the nightline shuttle and seasonal closure of the swimming pool).

Use of these funds for CHC purchase of land for affordable housing were noted and
supported. It was also suggested that the programs receive more publicity in future.

3. INCLUSIONARY HOUSING: THE CITY’SINCLUSIONARY
HOUSING PROGRAM REQUIRES DEVELOPERS OF MARKET-RATE
HOUSING TO INCLUDE AFFORDABLE HOUSING WITHIN THEIR
PROJECT OR PAY AN IN-LIEU FEE. SINCE INCEPTION IT HAS
PRODUCED 53 RENT RESTRICTED UNITSAND FUNDSTO
DEVELOP AFFORDABLE HOUSING PROJECTS. DO YOU HAVE

ANY COMMENTS ABOUT THE PROGRAM.

Most respondents agreed that the Inclusionary Housing program should be retained since it is
an important way for the City to meet its housing goals.

Preference for inclusionary housing or in-lieu fees varied. Those in favor of inclusionary
housing stated that it helps reduce spatial segregation of low income projects. To this end,
there were suggestions that greater incentives be provided for inclusionary housing. Those
opposing inclusionary housing in favor of in-lieu fees stated that the former is difficult to
administer since it requires agood “oversee’ program on the part of the City.

While a small minority of respondents felt that the program acts as a disincentive for private
sector new construction, others maintained that in a vigorous market inclusionary fees did not
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get in the way of new development. The fact that higher fees in Santa Monica did not stifle
development was cited.

C. Zoning
WEST HOLLYWOOD’ SZONING REGULATIONS ARE DESIGNED

TO PRODUCE QUALITY HOUSING AND MAINTAIN
NEIGHBORHOOD INTEGRITY. ARE THERE WAYS THE ZONING
CAN BE DEFINED TO IMPROVE THESE GOALS? DO THESE
REGULATIONSHAVE AN IMPACT ON THE ABILITY TO DEVELOP

MARKET-RATE AND/OR AFFORDABLE HOUSING?
A variety of suggestions for zoning improvements were made. These included: provision of
greater certainty in the application process; parking reduction across the city for affordable
housing; increase in height limits; investigation of zoning and lot sizes on the east side
(where lotsare small); upzoning from single family to multi-family residential in selected
areas; an investigation of lot assemblage for redevelopment; reduction in application fees,
and speeding up of the approval process by meeting developers and their consultarts around
a conference table (e.g. Glendal e/Burbank).

A minority of respondents felt that current bonuses are quite generous and should not be
increased, and that the current approval processis slow, but necessary in order to safeguard
the interests of local communities.

There was also concern that zoning changes (if any) should not interfere with the pedestrian
character of the city.

D. Market rate Housing and New Construction
SHOULD INCENTIVES BE DEVELOPED TO ENCOURAGE NEW

CONSTRUCTION? WHAT MIGHT THEY BE?
Generally suggestions for zoning incentives (while still leaving inclusionary housing
component intact), and greater zoning certainty were proposed as strategies to encourage new
construction. Some respondents stated that because the quality of life in the City isamgor
incentive for new development, programs that keep the crime rate low, enhance the
pedestrian character of the city, and improve parks and gardens should be supported. The
proposed redevelopment program was aso cited as a strategy to increase private new
construction. One respondent felt that disincentives such as the in-lieu fees and density
restrictions should be removed in order to encourage more private devel opment.

E. Trends
WEST HOLLYWOOD HASHISTORICALLY SUPPORTED
PRODUCTION OF AFFORDABLE HOUSING FOR SENIORS AND
PERSONSWITH HIV/AIDS. HOw DO YOU SEE DEMOGRAPHIC

City of West Hollywood 11-84 Public Participation
Housing Study USC - Community Design and Development Forum



TRENDS AND CHANGES TO “WELFARE REFORM” AFFECTING

THE CITY'SPRIORITIES?
Most respondents anticipated that the welfare cuts will have serious negative consequences
for the City as more low income households get displaced, and the homeless population
increases. It was felt that immigration reform will impact older people as well as other legal
residents who will lose their disability and old age benefits as they age. Hence Hispanics and
Russians will be affected as well.

There was some agreement that the number of people with HIV/AIDS will increase as
protease inhibitors and other new forms of treatment will allow them to live longer. Some
felt that they will grow less dependent on the City as they will be able to remain at work
longer, while other felt that they will live longer but still remain chronically disabled and
hence dependent on the City.

There was disagreement about the future size of the senior population aswell. Some felt that
the population will increase because seniors will be able to live longer, while others felt that
it will decrease as the availability of low income housing for seniors gets reduced.

While most respondents expressed the need for the City to continue its housing programs for
low income and disabled residents, a small minority proposed reduction in subsidies in favor
of more private sector housing.

F. Homeowner ship
WEST HOLLYWOOD HAS A VERY HIGH PERCENTAGE OF

RENTAL HOUSING. SHOULD PROGRAMS BE DEVELOPED TO

ENCOURAGE FIRST TIME HOMEOWNERSHIP?

The prevailing view was that some form of homeownership should be encouraged, but it
should not detract from provision of affordable rental housing. Proponents of
homeownership felt that it adds to the number of available housing options, and homes for
larger families will help maintain diversity. Suggestions to encourage homeownership
included the initiation of a pilot project, and conversion/rehab of apartment buildings into
condos. A minority felt that low homeownership was not a problem since services aready
exist to encourage homeownership.

G. NIMBY
HASNIMBYisMm (NOT IN MY BACK YARD) AFFECTED THE
WILL TO DEVELOP NEW HOUSING PROJECTS THROUGHOUT

THE CITY, BUT NOT LIMITED TO AFFORDABLE HOUSING?

There was overwhelming consensus that NIMBYism exists and is a big problem in the City.
Respondents stated that residents are becoming increasingly well-organized, forceful, and
vocal. But there was concern that most objectors did not offer concrete solutions, the real
issues are masked behind false issues (for example at Kings Road the problem of traffic
increase was cited when the real objection was about low income housing), and coded
language is used to hide real prejudices. It was felt that the City should spesak strongly
against discriminatory comments and should determine the legitimacy of the issues raised by
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objectors. In general, respondents felt that NIMBYism should not preclude the devel opment
of low income housing in the city.

20  Community Workshop

On December 8", 1997, a Community Workshop, The Future of Housing in West Hollywood
was conducted by USC Community Development & Design Forum. The purpose of this
workshop was two-fold: @) to inform the City Council, City staff, stakeholders, and public at
large regarding the findings of this study, and b) to obtain feedback from the community
regarding the various housing issues, problems and opportunities.

The workshop was attended by City staff and residents. Presentations were made by Dr.
Tridib Banerjee, Mark Hoffman, Kiran Lalloo and Deepak Bahl. Ms. Allyne Winderman,
Economic Development & Housing Manager, presided over the community workshop.

The comments and suggestions made at the community workshop were recorded and
incorporated in this report. A copy of the report prepared for the community workshop is
available from the City of West Hollywood.
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California Tax Credit Allocation Conmttee (TCAC
A Description of TCAC Prograns

Matt Fong, State Treasurer: Board, Authorities & Conmm ssions
Source: http://ww.treasurer.ca.gov/tcprog. htm

The California Tax Credit Allocation Conmittee ("Commttee" or "TCAC')
admi nisters two | owincone housing tax credit prograns -- a federal program
and a state program Both prograns were authorized to encourage private
investment in rental housing for |low -and | ower-incone fanmlies and
i ndi vi dual s.

The Committee

The Conmmittee has seven nenbers, three of whom are voting nenbers and the
four that serve as advisors. The voting nenbers include the State
Treasurer, who serves as chairman, the State Controller, and the Governor
At the CGovernor's discretion, either the Governor or the Director of the
Department of Finance may serve on the Committee.

The non-voting advisors are the Executive Director of the California
Housi ng Fi nance Agency, the Director of the Departnment of Housing and
Community Devel opment, and two representatives fromlocal governnent. One

| ocal representative nust be associated with a city and is appointed by the
Speaker of the Assenmbly. The other nmenber is a county representative

appoi nted by the Senate Rules Conmittee.

The Federal Program

The federal program ("Credit prograni) was authorized by Congress in 1986.
It replaced traditional housing tax incentives, such as accel erated
depreciation, with a tax credit that enables | owincone housing sponsors
and devel opers to raise project equity through the sale of tax benefits to
i nvestors.

The Credit programis contained in the federal tax code and is adm ni stered
by the Internal Revenue Service which is part of the U S. Treasury
Department. Internal Revenue Code Section 42 specifies that, in each state,
the state | egislature designates the "housing credit agency” to adm nister
the Credit program In California, responsibility for adm nistering the
program was assigned to the California Tax Credit Allocation Conmittee,
first by a February 1987 gubernatorial proclamation, and |ater by enactnent
of SB 113, Chapter 658, Statutes of 1987.

The federal tax credit was granted permanent status with passage of the
Omi bus Budget Reconciliation Act of 1993. Prior to receiving pernmanent
program status, Congress authorized the Credit program on an annual basis.

The State Program

Recogni zi ng the high cost of devel oping housing in California, the

| egi slature authorized a state | ow i ncone housing tax credit programto
augnent the federal tax credit program Authorized by Chapter 1138,
Statutes of 1987, the state credit is only available to a project which has
previously received, or is concurrently receiving, an allocation of federa
credits. The state program does not stand al one, but instead, supplenents
the federal tax credit program
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Each state is allowed an annual housing credit ceiling of $1.25 per capita,
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nati onal pool conprised of states' unused credits. Also, any credits
returned to a state froma credit recipient can be allocated to new
projects. Fromthe total ceiling anbunt available to California, the
Committee allocates credit ampbunts based upon assessnents of eligible
project costs, as defined by IRC Section 42. The housi ng sponsor uses or
sells ten times the allocation anpbunt, since the annual credit can be taken
by investors each year for a ten-year period. Although the credit is taken
over a ten-year period, the Internal Revenue Code requires that the project
remain in conpliance for at |east 15 years.

Annual State Credits Avail able

The annual state credit ceiling is currently set at $1.25 per capita;
however, the state ceiling cannot exceed $35, 000, 000 per year (in addition
to any unused or returned credits from previ ous years).

The state credit is taken by investors over a four-year period in contrast
to the ten-year federal allocation period. The full four-year state credit
allocated to a project is deducted fromthe ceiling, while only the annua

federal credit allocated to a project is deducted fromthe federal ceiling.

Eli gi bl e Projects

Only rental housing projects are eligible for tax credits in both the
federal and state prograns. Credits can be allocated to new construction
projects or projects undergoing rehabilitation. Credits nmust be allocated
on a conpetitive basis so that those neeting the highest housing
priorities, as determ ned by the Cormittee, have first access to credits.
Those utilizing tax credits must own the project for which the credits are
awarded. Tax credits are allocated based on the cost basis of the project,
i ncluding hard and soft devel opment costs associated with building the
project. Land costs cannot be included in determ ning the anount of credits
needed.

Rent and | ncone Restrictions

The Credit program has both rent and incone restrictions. Since 1989, rents
on tax credit units cannot exceed 30% of an inputed inconme based on 1.5
persons per bedroom (i.e., in a two-bedroomunit, the inconme of a

t hree- person household is used to calculate rent, regardl ess of the actua
famly size of the household). For projects allocated credits fromceilings
before 1990, rents nust be at or bel ow 30% of the qualifying incone of the
househol d occupying a unit.

Initial incomes of households in tax credit units cannot exceed either 60%
or 50% of the area medi an incone, adjusted for household size. Wen a

proj ect devel oper or sponsor applies for tax credits, he or she irrevocably
el ects one of the following mninum federal set-aside requirenents:

* a mni mum of 40% of the units must be both rent-restricted and
occupi ed by househol ds whose inconmes are 60% or |ess of the area
medi an gross inconme, adjusted for famly size, or

* 20% of the units nust be both rent-restricted and occupi ed by
househol ds whose i ncones are 50% or | ess of the area nedi an gross
i ncome, adjusted for fanmly size.

Despite this m ninum set-aside el ection, project sponsors typically
designate all of the units in a project for occupancy by |owincone
househol ds, since credits are allocated only for restricted units. For
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i nstance, if a developer builds a project in which half of the units are
mar ket -rate and half are affordable, only half of the eligible project
costs woul d be consi dered when determ ni ng how nuch credit may be

all ocated. Additionally, as described |ater, sponsors generally target a
certain nunber of units to tenants with incomes bel ow 60% or 50% of nedi an
to conpete successfully.

Long Term Affordability

Under federal law, credit projects nmust renain affordable for at |east 15
years; however, California |aw requires a m ni mum of 30 years conpliance.
Furthernore, all projects conpeting in targeted housing type categories
must neet a threshold requirement of maintaining affordability for 55
years. Land use agreenents are recorded against each credit project to
ensure conpli ance.

Determ nation of Credit Need

As required by federal |law, the Comrittee nust performfeasibility anal yses
on every project to ensure that allocations do not exceed the anmount
required for project feasibility. Wile a project's qualified basis
determines a maxi mum credit allocation, only the ambunt needed to fill the
financing shortfall can actually be allocated. The Conmittee nust consider
the sources and uses of funds and the total financing planned for the
devel opnent, including the proceeds expected to be generated by tax
credits. The Conmittee nust also determ ne the reasonabl eness of estimated
devel opnent, operational and internediary costs. For each project, the
amount of credits needed nust be determ ned at |east three times, at
application, allocation, and placed-in-service.

How Credit Amounts Are Cal cul ated

As required by federal |aw, the maxi mumcredit anount that may be allocated
to a project is based on the project's qualified basis. First, tota

project cost is calculated. Secondly, eligible basis is determ ned by
subtracting non-depreci able costs, such as |and, permanent financing costs,
rent reserves and marketing costs. The project devel oper nay al so
voluntarily reduce the requested eligible basis in order to gain a
conpetitive advantage. |If the devel oprment is located in a HUD desi gnated
hi gh cost area (HCA), the eligible basis receives a 130% HCA adj ust nent.
Finally, to determine the qualified basis, the eligible basis is nultiplied
by the applicable fraction, which is the smaller of, (1) the percentage of
|l ow income units to total units, or, (2) the percentage of square footage
of the lowincome units to the square footage of the total units, to arrive
at the qualified basis.

The qualified basis is multiplied by the federal tax credit rate, published
monthly by the IRS, to determ ne the maximum all owabl e tax credit

all ocation. For projects that are new construction or rehabilitation, which
are not financed with a federal subsidy, the rate is approximtely 9% For
projects involving a federal subsidy (including projects financed nore than
50% wi th tax exenpt bonds), the rate is approximately 4% The 9% and 4%
rates are used to deternmne a project's initial tax credit reservation. A
project's final (placed-in-service) tax credit allocation is based on
actual project sources and uses of funds, the financing shortfall and the
actual applicable federal rate. The rate applicable to a project is the
rate published for the nonth each building is placed in service or in an
earlier nmonth el ected by the sponsor. The allocation cannot exceed the
initial reservation anobunt and may be reduced if an anal ysis determ nes
that the maxi mum al | owabl e ampbunt woul d generate excess equity proceeds to
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the project.

Rai si ng Syndi cati on Proceeds

Most credits are sold to corporate or individual investors through public
or private syndication. Investors benefit fromthe tax credit by purchasing
an ownership interest in one or nore tax credit housing projects. In turn,

i nvestors take a dollar-for-dollar credit against their tax liability over
a ten-year period. The partnership contributes equity to the project which
typically finances 30-60% of the capital costs of project construction.

The net ampunt of equity proceeds contributed to a project is based on

i nvestor contributions (the present value of the ten-year credit) |ess
syndi cat or overhead and fees and other syndication-related costs. The
Committee uses the net tax credit factor (net proceeds divided by the tota
10-year tax credit allocation) to determ ne the reasonabl eness of the
pay-in and the credit anpunt needed. This net tax credit factor typically
ranges from $0.50 to $0.60 per dollar of tax credit.

Di fferences Between the State and Federal Prograns

California's tax credit programwas structured to mrror the federa
programwith certain exceptions. In addition to the state credit only being
available to projects which also receive a federal credit, other mjor

di fferences include:

* TCAC gives priority for state credit allocations to projects not
| ocated in a designated high cost area and those using HOVE funds to
finance eligible costs.

* The applicable percentage to be applied to the qualified basis for
determ ning the amount of state credits is 30% for projects which are
not federally subsidized, and 13% for projects which are federally
subsi dized, in contrast to 9% and 4% for the federal credit.

* State credits are not available for acquisition costs, except for
projects that qualify as "at-risk" of being converted to narket rate.

* The state programhas a rate of return limtation. Any surplus
revenues generated above the limtation nust be used to reduce rents.

State Credits in Designated H gh Cost Areas

The authorizing legislation that created the state tax credit prohibited
credit allocations to projects located in federally-designated high cost
areas (HCAs). The prohibition was included to recognize that additiona
federal credits, in amunts derived by increasing eligible basis by 130%
are awarded to projects in HCAs, and thereby reduce the need for state
credits. Once the HCAs were identified, it was noted that a significant
portion of the state was deenmed an HCA. In response, the |egislature
enacted Chapter 1485, Statutes of 1990 (AB 374), allow ng state credit
allocations in HCAs, but only if the federal credit is not increased above
100% of eligible basis. The state credit and the federal credit nmay be used
together up to an ampunt that does not exceed the amount of federal credit
that would be available after increasing eligible basis to 130%

The Qualified Allocation Plan (QAP)
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Section 42 of the Internal Revenue Code governs the use of the federal tax
credit. In 1989, the Internal Revenue Code was revised to require that

al l ocati ng agenci es design and inplement a Qualified Allocation Plan
("QAP") that establishes priorities in allocating the credit based on state
and |l ocal needs. Section 42 requires allocating agencies to hold public
hearings to consider public input on the QAP

Federal |aw defines a QAP as a docunent which

1. sets forth selection criteria to be used to deternine housing
priorities of the housing credit agency which are appropriate to |oca
condi tions;

2. gives preference in allocating housing credit dollar anmounts anobng
sel ected projects to -
(a) projects serving the |lowest inconme tenants, and
(b) projects obligated to serve qualified tenants for the |ongest
period; and,

3. provides a procedure that the agency will follow in nonitoring
projects for nonconpliance according to the provisions of IRC Section
42 and in notifying the RS of such nonconpliance.

Section 42 also requires that the QAP include the follow ng sel ection
criteria:

project |ocation

housi ng needs characteristics

proj ect characteristics

sponsor characteristics

participation of |ocal tax-exenpt organizations
tenant popul ations with special housing needs
public housing waiting lists

* X X X X X ok

Title 4, Chapter 17 of the California Code of Regul ati ons ("Regul ati ons")
al so sets forth the policies and procedures governing the Comrittee's
management of the Credit Program In 1996, the Conmittee revised the
Regul ations to include the QAP by reference.

Threshold Criteria

State law and the Committee's Regul ations require that projects neet
certain readiness criteria at the tinme an application is filed. If these
are not nmet, an application is rejected. These criteria effectively

di ssuade applicants from applying too soon before they are ready to build
their project. Federal |aw inposes unforgiving deadlines both for

al l ocati ng agenci es and project sponsors to neet. Failure to meet these
deadl i nes jeopardizes the Conmittee's ability to allocate all credits and
coul d cause sponsors to lose credits. Threshold criteria require that the
appli cant show the foll ow ng:

(a) the type of housing proposed is needed and affordable to the targeted
popul ation within the community in which it is to be |ocated;

(c) enforceable financing conmtnents of at |east 50% of the tota
estimated financing need;

(d) control of the site

(e) conpliance with all applicable local |and use and zoni ng ordi nances;
(f) devel opnent team experience and financial capacity to ensure project
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conpl eti on and operation for the extended use peri od;

(g) financial viability throughout the conpliance period of the project;

(h) m ni mum construction standards;

(i) all deferred-paynent financing, grants, and subsidies be "committed" at
application; and

(j) with the exception of tax-exenpt bond projects, project size is limted
to no nore than 200 units for non-rural set-aside applications, and 80
units for rural set-aside applications.

In addition, targeted projects nust nmeet additional threshold requirenents
as applicable to the targeted popul ati on. These additional threshold
requi rements can be found in the Regul ations.

Application Cycles and TCAC Revi ew Process

State law requires the Cormittee to hold two or nore application cycles
each year, unless circunstances warrant a reduction in the nunber of
cycles. The first cycle is generally held in the first few nonths of the
year, with a second cycle following in the |ate spring.

Application Process
TCAC has prepared an application package that is intended to assi st
applicants to present clearly the characteristics of their project. Staff
reviews the application to determ ne the reasonabl eness of project costs,
t he maxi mum al | owabl e tax credit allocation, and the amount of credit
needed for financial feasibility. The process is as follows:

(a) Applicants declare the conpetition, set-aside, and housing type within
whi ch they wi sh to conpete.

(b) staff will hold a public nmeeting to assign a randomlottery nunber to
each project.

(c) Staff verifies each applicant's self-score, and establishes a ranking
of the applications based on the applicant's score and the |lottery nunber.
Applications considered in the Affordability and Credit Utilization
conpetitions will be scored and ranked agai nst other applications within
that particular conpetition.

(d) Beginning with the top-ranked application fromthe Affordability
conpetition, and alternating in rank order with applications fromthe
Credit Utilization conmpetition, the Non-profit, Rural, and Snal

Devel opnent set-asides will be exhausted by tenporarily designating amounts
of federal tax credits fromthe set-asides to applications fromthe
conpetitions.
(e) Alist will be established consisting of applications receiving a
tenmporary allotnent of federal credits. State tax credits will then be
allotted as requested by these applicants until available state credits are
exhaust ed.
(f) staff will review each application receiving a tenporary credit
allotment to determine project eligibility.
(g) If the project is conplete and eligible, a financial feasibility
anal ysis is perforned.
(h) Conplete, eligible and feasible project applications of sufficiently
hi gh rank are recommended to the Commttee for reservation of tax credits.

The application review process generally takes about seventy-five days to
conpl ete.

Stages of Tax Credit Reservation
Federal |aw has stringent requirenments for meking allocations and pl acing
projects in service. Aslipin timng could cause the state to | ose credits
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and not be able to access unused credits fromother states. It is for this
reason that the Committee has established progress requirements that ensure
California is in conpliance with federal | aw.

1. Prelimnary Reservation - Generally, when applications are subnmtted
to TCAC, projects are not yet ready to begin construction and the
applicant seeks a Prelinminary Reservation. An applicant has 270 days
fromthe date of reservation to neet all milestones for a Fina
Reservation and to conmence construction.

2. Final Reservation - Project sponsors receive a Final Reservation when
all conditions of the Prelimnary Reservation have been nmet. The
construction | oan nust be funded, permanent financing and any ot her
financing required to conplete the project nust be conmmtted, and a
partnershi p agreenent nust be executed. A second feasibility analysis
is conpleted. This reservation is in effect during the project's
construction period.

3. Carryover Allocation - An applicant may obtain a Carryover Allocation
prior to or after a Final Reservation, depending upon the tine
constraints inposed by federal law. Currently, federal |aw requires
that a Carryover Allocation be obtained if a project will not be
pl aced-in-service in the same year the project receives a reservation
To qualify for a Carryover Allocation, an applicant nust incur nore
than 10% of the project's anticipated basis upon conpletion by
Decenber 31st of the year of the Carryover Allocation. TCAC generally
i nposes an earlier deadline and requires applicants to purchase the
 and or execute a land |ease. A financial feasibility analysis wll
al so be performed before the allocation is made. Once a Carryover
Al location is made, federal |law allows project owners 24 nonths from
the year a Carryover Allocation is nmade to place the project in
servi ce.

4. lssuance of Tax Forns - This is acconplished when conditions of the
Fi nal Reservation have been net and the project is placed in service.
TCAC i ssues I RS Form 8609 (and the state Form FTB 3521A, if
applicable) after performing a final feasibility and cost
reasonabl eness analysis to determ ne the requisite anmobunt of tax
credits needed. The final analysis is based on an audited cost
certification prepared by the owner's accountant. One tax formw |l be
i ssued for each residential building in a project.

Before the tax forns are issued, the applicant nmust enter into a regulatory
agreenent with TCAC. This agreenent is recorded agai nst the | and and hol ds
the project owner to the specifications and characteristics of the project
on which the tax credit reservation was awarded (rent and incone
restrictions, selection criteria, preference points and other

requi renents).

Conpl i ance Monitoring

The Committee administers a conpliance nonitoring programinvol ving al
projects with an allocation of federal or state credits. Projects are

nmoni tored according to the requirenents of Section 42, IRS regul ations, and
the terms of the regulatory agreenent entered into between the owner and
the Committee.
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