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Affordable Housing Production Program (S.M.M.C. Sec 9.56)

Introduction
This Annual Report transmits information concerning the implementation of the City’s
Affordable Housing Production Program (AHPP) for the reporting period of Fiscal Year

2007-2008 (FYQ7/08), as required by Santa Monica Municipal Code Section 9.56.150.

Thirty-six percent (36%) of the 254 multifamily units completed during FY07/08 are
affordable. Twenty-nine percent (29%) of the 1,200 multifamily units that are currently in
construction will be affordable, and fifty three percent (53%) of the 485 multifamily units that
received Planning approvals during FY07/08 will be affordable. Therefore, the Proposition
R standard of 30 percent affordability was met and exceeded. Virtually all of the affordable
units that were completed or received Planning approvals, and one-third of the affordable

units in construction, resulted from City housing trust fund financing.

Background

Proposition R was adopted by the voters of the City of Santa Monica on November 6, 1990,
added as Section 630 to the City Charter. This charter amendment specifies that not less
than 30 percent of all newly constructed multifamily residential housing in the City on an

annual basis should be permanently affordable to and occupied by low and moderate



income households. Proposition R further requires that at least one-half of the affordable
units be made available to low income households, and the remainder be affordable to
moderate income households. This charter amendment defines low income as not
exceeding 60 percent of area median income, and moderate income as not exceeding 100

percent of area median income.

Proposition R has been implemented through a series of ordinances since its adoption, and
is currently implemented as Chapter 9.56 of the Municipal Code. Chapter 9.56 permits
developers of new multifamily housing rental units to satisfy their affordable housing
obligation through payment of a fee or through a variety of other options, including
constructing affordable units on or off site, or dedicating land for affordable housing.
Chapter 9.56 was revised by the City Council in 2005 to require developers of new
multifamily ownership projects (condominiums) of four or more units in multifamily zoning
districts to satisfy their affordable housing obligation by constructing onsite or offsite
affordable housing units. The calculation of the number of onsite or offsite units required
may result in a fraction of a unit. If this fraction is .75 or greater, the developer must build
this unit. If this fraction is less than .75, the developer may instead choose to pay an
affordable housing fee for that fractional unit based on the City’s Affordable Housing Unit
Development Cost, which is $265,632 per unit. Alternatively, the developer may choose to

construct all mandatory (non fractional) affordable housing units with three bedrooms.

Chapter 9.56 also requires that the City Council establish the affordable housing fees for
new market-rate apartment and condominium developments (new apartment projects are
eligible to pay the fee instead of constructing affordable units, but only new condominium

projects of 2 to 3 units, or projects in non-residential zones, are eligible to pay the fee



instead of constructing affordable units). The City’s affordable housing fees for new-market
rate apartment and condominium developments are $26.45 per square foot for apartments

and $30.89 for condominium projects.

Discussion
Staff provides information annually to the City Council concerning the implementation of
Chapter 9.56, the manner in which its affordable housing provisions have been met during
the preceding fiscal year, as well as an assessment of the City’s compliance with Article VI,
Section 630 of the City Charter (Proposition R) during this same period. This discussion
includes the following:

e Affordable Housing Fees;

e Housing developments and units that were completed;

¢ Housing developments and units that have Building Permits

e Housing developments and units that received Planning Approvals;

Affordable Housing Fees

Affordable housing fees must be paid in full prior to final City approval of a building permit.
The City collected a total of $1,365,613 in affordable housing fees during FY07/08. This
total differs from the total in-lieu fees reflected in Attachment 1 due to some projects that
paid in-lieu fees in the prior year (FY 06/07) but were completed in the current year and
some projects that paid fees in the current year and will be completed next year
(FY08/09).The affordable housing fees are used to subsidize the development of new

affordable housing units by nonprofit affordable housing developers.



Completed Developments

Attachment 1 of this report indicates that thirteen developments totaling 254 units were
completed during FY07/08. Ninety-two of these 254 units (36% of total units) are
affordable. Thus, in FY07/08, the City met and exceeded the Proposition R standard of
30% affordability. Ninety-one of these 92 affordable units received City housing trust fund

loans totaling approximately $13.5 million.

Developments In Construction

Attachment 2 of this report indicates multifamily developments that were in construction at
the end of the FY07/08 reporting period. Sixty-two new multifamily developments
containing 1,200 units have been issued building permits. If all sixty-two of these
developments are completed by the next reporting period (FY08/09), then 29% of the units
will be affordable. However, it is not possible to predict how many of these developments
will actually be completed during the FY08/09 period and how many affordable units will
result. One hundred and seven of these 297 affordable units received City housing trust

fund loans totaling approximately $19 million.

Planning Approvals

Attachment 3 indicates that 14 multifamily developments containing 485 units, of which 256
will be affordable, were approved during FY07/08. If all of these developments are
completed during a single reporting period, then 53% will be affordable. However, it is not
possible to predict how many of these developments will actually be completed in any given
year. 252 out of the 256 affordable units will receive City housing trust fund loans totaling

approximately $30 million.



Perspective

Although the Proposition R mandate is supposed to be measured on an annual basis, the
following figures provide a historical perspective on the affordable housing numbers since
the passage of Proposition R. The aggregate percentage of affordable units completed
since the inception of Proposition R is thirty-six percent (36%). The following table
illustrates the cumulative achievements of Proposition R (no multifamily developments were

completed during FY95/96):

Proposition R Achievements
Total Affordable
Reporting Period Units Units % Affordable

FY94/95 11 2 18%
FY96/97 108 86 80%
FY97/98 111 68 61%
FY98/99 172 146 85%
FY99/00 177 123 69%
FY00/01 267 64 24%
FY01/02 702 211 30%
FY02/03 212 1 0.50%
FY03/04 235 40 17%
FY04/05 55 26 A7%
FY05/06 39 2 5%
FY06/07 272 86 32%
FY07/08 254 92 36%

TOTAL: 2,615 947 36%

Prepared by: Lori Khajadourian, Administrative Analyst

Attachments

Attachment 1 - Multifamily Developments Completed During FY 07/08
Attachment 2 - Multifamily Developments In Construction as of June 2008
Attachment 3 - Multifamily Developments Approved During FY 07/08



Multifamily Developments Completed During FY2007-08
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Multifamily Developments In Construction as of June 30, 2008
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Multifamily Developments In Construction as of June 30, 2008
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Multifamily Developments In Construction as of June 30, 2008
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Multifamily Developments w/Planning Approvals During FY07-08
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