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. Introduction

The City of Los Angeles (City) is seeking alternative approaches to incentivize low-rise development on
existing single-family (1 to 4 units) properties. To support this effort, the City retained Dyett & Bhatia
(D&B), John Kaliski Architects (JKA), and Keyser Marston Associates, Inc. (KMA) to prepare a study to
evaluate massing studies and financial feasibility of select low-rise development concepts. For purposes of
this analysis, “low-rise” development refers to housing densities that are consistent with State housing law
and housing typologies that complement single-family residential development within the City. Using the
consultant team’s findings, the City may consider implementing a targeted set of zoning code amendments
and/or relaxed development regulations to allow for in-fill low-rise development of various types and
configurations.

This report has been organized as follows:

e Following this Introduction, Section Il presents a summary of the development options as depicted in
the JKA massing models.

e Section lll provides an overview of the market research and pro forma assumptions used in the financial

analysis.

e Section IV presents the financial feasibility conclusions in terms of the net benefit, or shortfall, to the
property owner from development of the property.

e Section V reviews potential financing tools that may be utilized by homeowners to develop low-rise, in-
fill housing developments.

The detailed technical analysis is attached to this report as Appendices A through C.
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Il. Development Options

JKA prepared a massing study, dated October 3, 2025, to depict low-rise housing development on five (5)
lot types. Based on collaboration with the consultant team, six (6) development options on three (3) lots
were selected for financial evaluation. This financial evaluation of low-rise design concepts will serve as a
practical guide to help homeowners understand the economic feasibility of developing small-scale housing
on their properties. The purpose of the feasibility analysis is to model the JKA development concepts in
terms of project costs, potential revenue generated by the sale and/or lease of housing units, and the
potential financial return to the homeowner. The models serve to provide a picture of the types of
development that may be achievable under different development options. This approach allows
homeowners to make informed decisions about layout and intensification of single-family zoned properties.
The findings contained within this report should be considered in relationship to the specific circumstances
of individual single-family lots, including but not limited to existing home values, geographic location, lot
configuration and topography, homeowner borrowing capacity, interest rates, and availability of loans and
financing programs, among other factors.

A. Overview of State Legislation

The housing development options selected for financial analysis assume compliance with State legislation
to maximize the development potential of each lot. These key pieces of legislation are summarized below.

e Senate Bill 9 (SB 9) - The California Housing Opportunity and More Efficiency (HOME) Act — SB 9 allows
homeowners to build up to two (2) primary units on a single-family zoned parcel and/or split their lot
into two parcels (urban lot split). This allows for the development of up to four (4) housing units on a
property that was previously restricted to one (1) housing unit. The bill streamlines local approval by
requiring ministerial (non-discretionary) review if the project meets specific criteria, bypassing public
hearings and environmental review. SB 9 aims to increase housing supply by making small-scale,
homeowner-led infill development more feasible in existing neighborhoods.

e Senate Bill 1123 (SB 1123) - The Small-Scale Neighborhood Homes Act — SB 1123 builds upon and
expands the goals of SB 9, by allowing property owners to subdivide eligible parcels in single-family and
multi-family residential zones into up to 10 lots and allowing for the construction of up to 10 units on a
single parcel. SB 1123 introduces clearer design standards, simplified ministerial approvals, and broader
eligibility to encourage homeowners and small-scale developers to participate. The bill emphasizes
“neighborhood-scale” low-rise housing, such as duplexes, triplexes, and fourplexes, as a way to create
more attainable housing options while maintaining neighborhood character.
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B. Description of Development Options

KMA conducted a financial evaluation of six (6) development options on three (3) lots. The following

presents descriptions for each of the development options modeled by KMA.

The Commercial Adjacent Infill Lot site characteristics represent an infill lot with relatively flat topography,
adjacent to a commercial-zoned site at the rear of the property. KMA modeled two (2) options for this site,
as follows:

COMMERCIAL ADJACENT INFILL LOT: 8,250-SF Lot

Option 1: Lot Split + Retain Existing Single-Family
Home
Utilizes Existing Zoning and SB 9

Option 2: Lot Split + Remove Existing Single-Family
Home
Utilizes Existing Zoning and SB 1123

Assumes the original lot (8,250 SF) is split into two (2)
lots. The first lot assumes that the original single-
family home of 1,450 SF remains as part of Lot 1. The
owner of the original lot conducts a lot split under SB
9 and creates a second 4,500-SF lot. The new (second)
lot is then developed with two (2) new housing units
in a duplex format with 1,200 SF each. It is assumed

Assumes the original single-family home of 1,450 SF is
demolished. The owner of the original lot conducts a
lot split under SB 1123 and creates five (5) new lots.
Each of the new lots is developed with a large three
bedroom unit and a 785-SF one bedroom unit. The
financial analysis assumes that the three bedroom unit
is owner-occupied and the second one-bedroom unit

that each 1,200-SF unit contains two bedrooms. The is renter-occupied. There is no on-site dedicated

financial analysis assumes that one (1) of the new parking for the new units.
duplex units is owner-occupied and the second duplex

unit is renter-occupied. There is no on-site dedicated

parking for the new units.

The Sloped Infill Lot site characteristics represent an infill lot with sloped topography along a standard
street. KMA modeled one (1) option for this site, as follows:

SLOPED INFILL LOT: 11,250-SF Lot

Option 1: Lot Split + Remove Existing Single-Family Home
Utilizes Existing Zoning and SB 1123
Assumes the original lot (11,250 SF) is split into six (6) lots. In this alternative, it is assumed that the original
single-family home of 1,275 SF is demolished. The owner of the original lot conducts a lot split under SB 1123
and creates six (6) 1,875-SF lots. Each of the new lots is then developed with a single 860-SF one-bedroom
housing unit. There is no on-site dedicated parking for the new units.
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The Large Corner Lot site characteristics represent a large corner lot with relatively flat topography. KMA

modeled three (3) options for this site, as follows:

LARGE CORNER LOT: 21,600-SF Lot

Option 1: Lot Split + Retain
Existing Single-Family Home
Utilizes Existing Zoning and SB 9

Option 2: Lot Split + Remove
Existing Single-Family Home
Utilizes Existing Zoning and SB 9

Option 3: Lot Split + Remove

Existing Single-Family Home

Utilizes Existing Zoning and
SB 1123

Assumes the original lot (21,600
SF) is split into two (2) lots. The
first lot assumes that the original
single-family home of 1,275 SF
remains as part of Lot 1. The owner
of the original lot conducts a lot
split under SB 9 and creates a
second 8,640-SF lot. The original
owner develops one new 1,000-SF
two bedroom unit on the lot with
the existing home. The new
(second) lot is then developed with
two (2) new single-family housing
units with 1,000 SF each. It is
assumed that each 1,000-SF unit
contains two bedrooms. The
financial analysis assumes that one
(1) of the new units is owner-
occupied and the second unit is
renter-occupied. Each unit has a

dedicated 1-car detached garage.

Assumes the original single-family
home of 1,275 SF is demolished.
The owner of the original lot
conducts a lot split under SB 9 and
is developed with two (2) new
single-family units, each containing
3,070 SF with a detached garage.
Lot 2 is then developed with two
single-family units consisting of
1,645 SF and detached 1-car
garages on an 8,640-SF lot. The
financial analysis assumes that one
unit on each lot is owner-occupied
and the second unit is renter-
occupied.

Assumes the original single-family
home of 1,275 SF is demolished.
The owner of the original lot
conducts a lot split under SB 1123
and creates six (6) new lots. Lots 1
and 6 are developed with a 1,000-
SF two bedroom single-family
home. Lots 2, 3,4, and 5 are
developed with duplex units, each
containing 1,000-SF two bedroom
units. The financial analysis
assumes that one of the units is
owner-occupied and the second
unit is renter-occupied. Each unit
has a dedicated 1-car attached
garage.
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lll. Market Survey and Financial Analysis Assumptions

To capture the diversity of market conditions across the City, the KMA financial analysis incorporates four
(4) distinct market tiers: Low Market Tier, Medium/Low Market Tier, Medium/High Market Tier, and High
Market Tier. These tiers were selected as part of the Market & Economic Study for Density Bonus
Ordinance Update and RHNA Rezoning Program, dated June 28, 2024, prepared by AECOM for the City
(AECOM Study). For a comprehensive list of neighborhoods by market tier, see the AECOM Study. For
comparison purposes, the following provides a brief list of select neighborhoods within each market tier.

o Al
1. Low Market Tier — Boyle Heights, 2
v 36 7
Gramercy Park, Granada Hills, Florence, 17 S~ Nt
6 63 70 (
Reseda, Pacoima, and Van Nuys 1 %) w
4 68 66 1 E
106 12 [ 112 79 53 97 “ £
2. Medium/Low Market Tier — Arlington A
Heights, Chinatown, Hyde Park, WL _:w w L
92
Koreatown, North Hollywood, Toluca 87

Lake, and Westlake

3. Medium/High Market Tier — Downtown, % 2L i
Encino, Hancock Park, Mid-City, ;1 o)
Montecito Heights, Playa del Rey, and ) Erwswf”
Sherman Oaks S

4. High Market Tier — Bel-Air, Brentwood,
Echo Park, Los Feliz, Silver Lake, Studio

City, and Venice Market Tier Key
Market Tier 1 (Low) []
According to the AECOM Study, the market Market Tier 2 (Medium/Low) [C]

Market Tier 3 (Medium/High) .

tiers are based on an index that accounts Market Tier 4 (High) Il

for rents and for-sale prices of recently built

housing?, as well as the relative production

Source: Los Angeles Times, AECOM

of rental and for-sale housing over the past
10 years. This tiered approach ensures that the findings are not limited to a single market segment but
instead reflect the broader spectrum of feasibility that Citywide homeowners may encounter. In relying on
the extensive AECOM research, the KMA feasibility evaluation applies estimates of achievable sale prices
and rents for each market segment, providing a clearer picture of where small-scale housing development
can be most viable. The KMA survey of AECOM market and financial factors is presented in Appendix A.

" The AECOM Study residential market data reflects rents and sales prices from 2023. KMA has escalated these figures through
2025.
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IV. Financial Feasibility Conclusions

A. Financial Pro Forma Methodology

The purpose of the financial pro forma analysis was to evaluate the economic and market feasibility of the
various development concepts developed in the massing models prepared by JKA. For each
site/development concept, KMA assembled and/or prepared estimates of development costs, potential
revenue generated by the sale and/or lease of new housing units, and the potential benefit/(shortfall) to
the homeowner. As noted in Section Ill, KMA reviewed the AECOM Study, analyzed each development
concept across the same four market tiers, and relied on the AECOM surveys of market rents and sales
prices. The financial analysis relies on market assumptions that reflect prevailing and anticipated conditions
and assumes that for-sale home values and apartment rental rates do not experience a significant or
prolonged downturn.

KMA determined whether each new unit would most likely be for-sale or rental based on unit size, parking
availability, market factors, and configuration within each alternative development scenario. Using these
ingredients, KMA calculated the potential financial outcome to an existing property owner after considering
all development costs and the projected total value generated by development of the property, which was
estimated based on achievable rents/sales prices. For each alternative, the financial outcome was
expressed in terms of net benefit/(shortfall) to the property owner. The detailed KMA financial models are
presented in Appendix B.

Two different approaches were utilized for the “retain” existing home options vs. the “remove” existing
home options:

e  “Retain” Existing Home — The net benefit/(shortfall) to the property owner was compared to the

potential loss in property value due to the reduction in lot size for the existing home. KMA used a factor
of -20%? of the existing home value to reflect this loss in property value.

e  “Remove” Existing Home — The net benefit/(shortfall) to the property owner was compared to the full

value of the existing home/lot.

The loss in property value differs between an alternative where the existing home is retained or removed.
When an existing home is retained, the loss in value is based on a reduction in the lot size, e.g., the value of
the property decreases since the size of the lot has decreased. When an existing home is removed, the loss
in value is based on the complete removal of the existing single-family home.

2The 20% threshold represents a standardized reduction in existing home value across all market tiers. The actual reduction in
existing home value will vary based on a variety of factors including location, property condition, market demand, and
neighborhood characteristics/amenities.
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KMA measured overall feasibility on a percentage basis relative to the loss in existing property value. KMA
then ranked the feasibility conclusions as follows:

e Not Feasible — Results in no increase to existing property value. The net benefit to the property owner
is lower than the existing property value.

. — Results in an increase ranging from 0% to 20% above existing property value. The
anticipated benefit to the property owner is positive, but not significantly higher than the existing
property value.

e Feasible — Results in an increase of over 20%3 above existing property value. The anticipated benefit to
the property owner is significantly positive and the development of the property appears feasible.

B. Key Feasibility Findings by Lot Type

The financial pro forma analyses provide insight regarding the types of factors that contribute toward, or
detract from, the feasibility of developing new low-rise housing units. The financial feasibility analysis
includes a series of assumptions for home values/rents by market tier (as described in Section lIl), estimates
of development costs, operating expenses (for rental units), and target developer profit. The following
presents key findings related to feasibility for each lot type.

e Commercial Adjacent Infill Lot — Properties where the existing home is retained and developed under
SB 9 are feasible in Medium/Low to High Market Tiers. Market conditions would need to improve to be
feasible in the Low Market Tier. Properties where the existing home is removed and developed under
SB 1123 with a unit count of 4 units or more are highly feasible in all Market Tiers. Notably, the new
units in Option 2 are relatively small in size, including both the for-sale units (1,465 SF) and the rental
units (785 SF). These relatively small sizes appear to be a contributing factor in the feasibility of this

alternative.

o Sloped Infill Lot — Properties where the existing home is removed and developed under SB 1123 with
small unit sizes are feasible in all Market Tiers.

e Large Corner Lot — Properties where the existing home is retained and developed under SB 9 with small
units are highly feasible in all Market Tiers. Conversely, when the existing home is removed and the
property is developed with large units, feasibility becomes more challenging and is only feasible in the
High Market Tier. Properties where the existing home is removed and developed under SB 1123 with
small units are highly feasible in Medium/Low to High Market Tiers. Market conditions would need to
further improve to be feasible in the Low Market Tier. The findings for Options 2 and 3 demonstrate the
higher feasibility threshold when removing and replacing an existing home. Properties where the

3 The 20% value-increase assumption reflects a standard feasibility threshold used in development and appraisal practice to capture
required financial return, risk, and capital costs.
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existing home is removed and developed under SB 1123 with small units are highly feasible in
Medium/Low to High Market Tiers.

Feasibility is more constrained when the existing home is removed because demolition eliminates a
functioning asset that already captures a significant portion of the property’s market value or income
potential. New development must fully replace that value while also covering all project costs.

In development options where demolition allows for substantially greater development intensity and
value, the alternative yields only incremental gains from redevelopment, resulting in a smaller increase
in value relative to the total cost of replacement. As a result, the economic threshold required to justify
removing the existing structure is more difficult to achieve, making retention or incremental expansion
of the existing home a more viable alternative.

Summary Table 1, on the following page, presents a summary of the financial outcomes under each

alternative and market tier.
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SUMMARY TABLE 1

NET BENEFIT/(SHORTFALL) TO PROPERTY OWNER BY MARKET TIERY

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

O R A

Option 1

O
Option 2

Option 1

Option 1

AR OR R LO

Option 2

Option 3

Lot Split + Retain Existing
Single-Family Home

Lot Split + Remove Existing
Single-Family Home

Lot Split + Remove Existing
Single-Family Home

Lot Split + Retain Existing
Single-Family Home + Add
New Unit to Original Lot

Lot Split + Remove Existing
Single-Family Home

Lot Split + Remove Existing

Single-Family Home

utilizes existing zoning and SB 9

utilizes existing zoning

utilizes existing zoning

utilizes existing zoning

utilizes existing zoning

utilizes existing zoning

and SB 1123 and SB 1123 and SB 9 and SB 9 and SB 1123

% of Loss in % of % of % of Loss in % of % of

Value Due Existing Existing Value Due Existing Existing

Net Benefit/ to Lot Net Benefit/ Home Net Benefit/ Home Net Benefit/ to Lot Net Benefit/ Home Net Benefit/ Home

(Shortfall) Reduction (Shortfall) Value (Shortfall) Value (Shortfall) Reduction (Shortfall) Value (Shortfall) Value
I. Low Market Tier ($33,000) -30% $517,000 117% $127,000 28% $274,000 203% ($604,000) -112% ($15,000) -3%
Il. Medium/Low Market Tier $37,000 26% $862,000 154% $183,000 35% $400,000 253% ($343,000) -54% $337,000 53%
lll. Medium/High Market Tier $207,000 134% $1,435,000 232% $391,000 67% $688,000 398% $852,000 123%
IV. High Market Tier $511,000 315% $2,676,000 414% $750,000 124% $1,114,000 619% $798,000 111% $1,551,000 215%

V. Key Findings

¢ Properties where the existing home is retained and
developed under SB 9 are feasible in Medium/Low to
High Market Tiers. Market conditions would need to
further improve to be feasible in the Low Market Tier.

* Properties where the existing home is removed and
developed under SB 1123 with a high unit count are
highly feasible in all Market Tiers.

Properties where the
existing home is removed
and developed under SB
1123 with small unit sizes
are highly feasible in all
Market Tiers.

¢ Properties where the existing home is retained and developed under SB 9 with small
units are highly feasible in all Market Tiers. Conversely, when the existing home is
removed and the property is developed with large units, feasibility becomes more
challenging and is only feasible in the High Market Tier.

Properties where the existing home is removed and developed under SB 1123 with

small units are highly feasible in Medium/Low to High Market Tiers. Market conditions

would need to further improve to be feasible in the Low Market Tier.

(1) Ranking of net benefit/(shortfall) to the property owner is described as follows:

Not Feasible — Results in no increase to existing property value. The net benefit to the property owner is lower than the existing property value.

— Results in an increase ranging from 0% to 20% above existing property value. The anticipated benefit to the property owner is positive, but not significantly higher than the existing property value.

Feasible — Results in an increase of over 20% above existing property value. The anticipated benefit to the property owner is significantly positive and the development of the property appears feasible.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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C. Factors Contributing Toward Feasibility of Low-Rise Housing Development

The primary factors influencing the financial feasibility of low-rise housing are locational and market
considerations, construction and financing costs, existing property and home conditions, and individual
homeowner circumstances. Key variables relate to lot size, unit sizes, configuration, existing property/home
values, and achievable prices/rents for new units. Physical and market factors affecting financial feasibility
are outlined below.

e Development options involving demolition of the existing home are typically less feasible than those
that retain it. Feasibility of scenarios involving demolition of the existing home improves on large lots
capable of supporting multiple new units and when the existing home contributes minimal value due to
age, deterioration, or obsolescence. Conversely, demolishing homes in good or excellent condition is
generally prohibitive from a cost standpoint.

o Development of relatively small new units in the 800 to 1,200 SF range appears more financially
feasible than alternatives with larger units. This is particularly true in the Low and Medium/Low Market
Tiers where market values and cost constraints favor smaller, more naturally affordable housing.

e Development is more feasible in locations where new units can command higher market rents and
sales prices.

o Development options that incorporate a greater number of units benefit from economies of scale in
entitlement, construction, and marketing. In general, these higher-density developments are more
financially feasible in the Medium/High and High Market Tiers rather than in the Low or Medium/Low
Market Tiers.

D. Potential Zoning Recommendations to Enhance Feasibility for Low-Rise Housing Development

The following zoning recommendations are intended to remove regulatory constraints and improve the
financial feasibility of low-rise housing development while maintaining compatibility with neighborhood
context and public realm objectives.

1. Do notimpose new maximum FAR and minimum ground-level open space requirements and instead
regulate development primarily through form-based controls such as building envelope and density.
This approach would shift greater emphasis toward qualitative and quantitative standards that enhance
the public realm, including front yard activation, streetscape design, and improvements that face the
public right-of-way.

2. Refine minimum front and rear yard setback standards to better align with desired urban form and
expand the range of permitted encroachments (e.g., porches, bay windows, stoops) where such
elements enhance pedestrian orientation and neighborhood character.
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3. Adjust maximum height limits to accommodate partial mezzanine levels, typically requiring an
additional 8 to 9 feet of vertical clearance.

4. Diversify allowable unit types by lowering the minimum unit size below State regulations to incentivize
the production of micro-units, attached ADUs, and JADUs as a strategy to achieve incremental or
“hidden” density and to improve project feasibility.

5. Build upon AB 2097, which eliminates parking requirements within one-half mile of major transit stops.
Consider a system of tiering for a low-rise overlay zone based on proximity to transit such that projects
located within an area greater than one-half mile of major transit stops are eligible for reduced or
eliminated parking requirements.
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V. Potential Financing Tools

The following section outlines potential financing tools suitable for small-scale housing development by

homeowners under SB 9 and 1123. The goal is to expand access to funding for homeowners interested in

creating new low-rise housing units by leveraging a range of private, public, and community-based

financing mechanisms. KMA profiled private/conventional and public financing tools that may be available

to homeowners to build small-scale housing. A summary of key funding source parameters for each

financing tool profiled can be found in Appendix C.

Table V-1 presents a summary of the key advantages and disadvantages of the various private/conventional

financing tools profiled by KMA.

Table V-1: Private/Conventional Financing Tools

Financing Tool and General Description

Key Advantages

Key Disadvantages

Home Equity Line of Credit — Acts as a
revolving line of credit secured by the
equity in the home. Homeowners can
borrow as needed up to a set limit during
a draw period, typically paying interest
only on the amount used. After the draw
period, the loan enters a repayment
phase where both principal and interest
are paid.

Funds can be accessed as
needed which allows
flexibility during construction
period

Variable interest rates can rise
depending on current market
Results in a new payment to
borrower

Uses property as collateral, risk
of foreclosure if in default

Home Equity Loan — Provides a lump-
sum loan secured by the home’s equity,
repaid in fixed monthly payments over a
set term.

Funds are received prior to
construction

Reduces available equity and
borrowing flexibility

Results in a new payment to
borrower

Uses property as collateral, risk
of foreclosure if in default

Cash-Out Refinance — Replaces the
existing mortgage with a new, larger
mortgage, giving the homeowner the
difference in cash to use for construction
or other expenses.

Funds are received prior to
construction

Interest rates are lower than
HELOCs or Home Equity
Loans

Results in a single payment
to lender (one loan)

Requires upfront funds for
closing costs

Uses property as collateral, risk
of foreclosure if in default

Private Construction Loan — Short-term
loan used to finance the building or
renovation of a property. These loans are
usually secured by the property and
disbursed in stages as construction
progresses.

Designed specifically for new
construction projects
Interest is only charged on
fund disbursements (draws),
not the fully approved
amount

Interest rates are typically
higher than conventional bank
loans

Short term for repayment of
loan

Keyser Marston Associates, Inc.
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Table V-1: Private/Conventional Financing Tools

Financing Tool and General Description

Key Advantages

Key Disadvantages

Unsecured Personal Loan — A loan not
backed by collateral, instead relying on
the borrower’s creditworthiness and

income.

Does not use property as
collateral

Interest rates are higher than
mortgage or equity-based loans

Not secured by lien on property

Table V-2 presents a summary of the key advantages and disadvantages of the various public financing

tools profiled by KMA.

Table V-2: Public Financing Tools

Financing Tool and General Description

Key Advantages

Key Disadvantages

Freddie Mac CHOICERenovation Loan —
Mortgage that allows homeowners or
small developers to finance both the
purchase (or refinance) of a property and
the cost of renovations in a single loan.

Low down payment required
Lower underwriting
standards than conventional
financing to qualify, including
lower credit scores and debt
to income ratios

Private Mortgage Insurance
(PMI) required for duration
until loan reaches 80% loan-to-
value

Interest rates are typically
higher than conventional bank
loans

Fannie Mae HomeStyle Renovation —
Conventional mortgage that allows
financing of home purchase or refinance
plus renovation costs for various
property types.

Low downpayment required
Lower underwriting
standards than conventional
financing to qualify, including
lower credit scores and debt
to income ratios

PMI required for duration until
loan reaches 80% loan-to-value
Interest rates are typically
higher than conventional bank
loans

FHA 203(K) Rehabilitation Mortgage
Loan — Government-backed loan insured
by the Federal Housing Administration
(FHA) that allows home purchase or
refinance plus rehabilitation of the
property.

Loan is backed by the FHA,
reducing lender risk

Low downpayment required
Lower underwriting
standards than conventional
financing to qualify, including
lower credit scores and debt
to income ratios

Mortgage Insurance Premium
(MIP) required for duration of
loan

Restrictive FHA property
standards

Interest rates are typically
higher than conventional bank
loans

CalHFA ADU Grant Program — State
program providing grants of up to
$40,000 to homeowners to help cover
predevelopment costs for ADUs.

No repayment of the grant
required

Funding is limited and awarded
on a first-come, first-served
basis

Borrower is required to obtain
a CalHFA mortgage

Borrow is required to meet
CalHFA income limits

Future funding is not

guaranteed

Keyser Marston Associates, Inc.
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Table V-2: Public Financing Tools

Financing Tool and General Description Key Advantages Key Disadvantages
CalHFA First Mortgage Program — e Can be combined with the e MIP required for duration of
Conventional mortgage program for CalHFA ADU Grant Program loan
homeowners or homebuyers to finance | ¢ Low downpayment required | e Restrictive FHA property
the purchase or refinance of a primary e Eligible to households standards
residence, sometimes in combination earning at or below 80% AMI | e CalHFA approved lenders often
with ADU add-on or renovation offer interest rates lower than
programs. conventional bank loans

In addition to the private/conventional and public financing tools previously summarized, it is important to
note that Community Development and Financial Institutions (CDFIs) are also available to select property
owners and small-scale developers. As background, the Community Reinvestment Act (CRA), enacted in
1977, is a Federal policy designed to encourage banks and other regulated financial institutions to help
meet the credit needs of all communities, including low- and moderate-income neighborhoods. The CRA
was designed to address the legacy of redlining and other discriminatory lending practices that excluded
certain communities from access to credit and investment for decades.

While CRA does not directly provide financing, it incentivizes private banks to support community
development lending and investment activities that advance equitable growth. CDFls are mission-driven
lenders that specialize in serving borrowers and communities not well served by traditional banking.
Therefore, CDFIs translate CRA objectives into on-the-ground financing products. Banks often meet part of
their CRA obligations by investing in, lending to, or partnering with CDFls, effectively directing capital into
projects that deliver community benefits such as affordable housing, small business growth, and
neighborhood revitalization. CDFlIs extend flexible and accessible financing to homeowners, small
developers, and community-based organizations engaged in small-scale or infill housing projects. In the
context of SB 9 and SB 1123, CDFIs are valuable in terms of:

e Expanding access to affordable capital for homeowners seeking to build additional units on their
properties;

e Supporting reinvestment in neighborhoods that have experienced disinvestment or redlining; and

e Allowing banks to earn CRA credit while advancing local housing production and equity goals.

There are several CDFIl and local financing partners in the Los Angeles region available to homeowners,
including, but not limited to:

e LISC Los Angeles — provides predevelopment, bridge, and permanent loans to homeowners, non-
profits, and small-scale developers to fund affordable housing and ADUs

Keyser Marston Associates, Inc. Page 14
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e Low Income Investment Fund (LIIF) — provides construction and permanent financing to affordable
housing developers to fund affordable and community-oriented housing and ADUs

o Self Help Federal Credit Union — provides home improvement, ADU, and construction loans to

individual homeowners and low/moderate income borrowers

o Inclusive Action for the City — provides microloans and small business/community lending to
homeowners, entrepreneurs, and emerging developers to construct small-scale housing and ADUs

Determining eligibility for CDFI financing can be challenging for individual homeowners because CDFI
programs are not standardized and often differ in structure, mission, and lending criteria. Unlike
conventional mortgage products, CDFI loans are typically customized to the needs of specific borrowers,
neighborhoods, or project types. Some CDFls prioritize affordable housing developers or non-profit
organizations, while others lend directly to homeowners. Eligibility may depend on factors such as
household income, credit history, geographic location, project scale, or community impact. In addition,
there is no single application process or universal set of underwriting standards for homeowners to
reference. For small-scale housing developments or SB 9/SB 1123 projects, eligibility may rely not only on
the homeowner’s financial profile but also on how the project aligns with a CDFI’s mission. This variability
makes it difficult for homeowners to determine in advance whether their project qualifies for CDFI lending
programs without individualized consultation.

Lastly, homeowners in the Los Angeles region have access to a growing pool of contractors experienced in
small-scale residential development. Firms initially focused on ADU construction have expanded their
services to include SB 9 and SB 1123 lot splits and duplex projects. These design-build professionals assist
homeowners with planning, permitting, and constructing small-scale housing units on their properties.
Oftentimes, the contractor provides services that include site feasibility assessments, architectural and
engineering design, permitting and plan check coordination with the City’s Department of Building and
Safety. Many firms offer turnkey delivery, managing every step from design to final inspection, while other
contractors focus on modular or prefabricated installation. Some contractors also assist with financing by
coordinating with lenders or State programs. Lending requirements vary by the financing offered by the
contractor and borrower eligibility.

Keyser Marston Associates, Inc. Page 15
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APPENDIX A

Project Descriptions and Pro Forma Assumptions
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TABLE A-1

PROJECT DESCRIPTIONS
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

COMMERCIAL ADJACENT INFILL LOT SLOPED INFILL LOT

Option 1 Option 2 Option 1
Lot Split + Retain Existing Single- Lot Split + Remove Existing Single- | Lot Split + Remove Existing Single-
Family Home Family Home Family Home
utilizes existing zoning and SB 9 utilizes existing zoning and SB 1123 utilizes existing zoning and SB 1123
I.  Original Lot Size 8,250 SF 11,250 SF
1. Units by Lot
Lotl
Unit Type Single-Family Dwelling Two-Family Dwelling Single-Family Dwelling
Unit 1 SF 1,450 SF 1,465 SF 860 SF
Unit 2 SF --- SF 785 SF -~ SF
Lot Size 3,750 SF 2,750 SF 1,875 SF
Lot 2
Unit Type Two-Family Dwelling Two-Family Dwelling Single-Family Dwelling
Unit 1 SF 1,200 SF 1,465 SF 860 SF
Unit 2 SF 1,200 SF 785 SF --- SF
Lot Size 4,500 SF 1,375 SF 1,875 SF
Lot3
Unit Type Two-Family Dwelling Single-Family Dwelling
Unit 1 SF 1,465 SF 860 SF
Unit 2 SF 785 SF - SF
Lot Size 1,375 SF 1,875 SF
Lot 4
Unit Type Two-Family Dwelling Single-Family Dwelling
Unit 1 SF 1,465 SF 860 SF
Unit 2 SF 785 SF --- SF
Lot Size 1,375 SF 1,875 SF
Lot5
Unit Type Two-Family Dwelling Single-Family Dwelling
Unit 1 SF 1,465 SF 860 SF
Unit 2 SF 785 SF - SF
Lot Size 1,375 SF 1,875 SF
Lot 6
Unit Type Single-Family Dwelling
Unit 1 SF 860 SF
Unit 2 SF --- SF
Lot Size 1,875 SF
Ill. Number of Units
A. Existing Units 1 Unit 0 Units 0 Units
B. New Units 2 Units 10 Units 6 Units
C. Total Units On Site 3 Units 10 Units 6 Units
IV. Parking for New Units
A. Parking Available On Site No No No
B. Type of Parking --- --- ---
C. Number of Spaces --- --- ---
D. Parking Ratio --- --- ---

(1) Reflects existing single-family home

that will remain on site.

(2) See Table B-3 for existing home values

by Market Tier.
(3) See Table B-10 for existing home
values by Market Tier.

Source: JKA, October 3, 2025

Prepared by: Keyser Marston Associates, Inc.

Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE A-1

PROJECT DESCRIPTIONS
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

Option 1

Option 2

LARGE CORNER LOT

Option 3

Lot Split + Retain Existing Single-Family
Home + Add New Unit to Original Lot

Lot Split + Remove Existing Single-

Family Home

Lot Split + Remove Existing Single-

Family Home

utilizes existing zoning and SB 9

utilizes existing zoning and SB 9

utilizes existing zoning and SB 1123

I.  Original Lot Size

21,600 SF

1. Units by Lot

B. Type of Parking
C. Number of Spaces
D. Parking Ratio

Detached Garages
3 Spaces
1.00 Spaces/Unit

Detached Garages
4 Spaces
1.00 Spaces/Unit

Lot1
Unit Type Single-Family Dwelling Single-Family Dwelling Single-Family Dwelling
Unit 1 SF 1,275 SO 3,070 SF 1,000 SF
Unit 2 SF 1,000 SF 3,070 SF --- SF
Lot Size 12,960 SF 12,960 SF 1,920 SF
Lot 2
Unit Type Single-Family Dwelling Single-Family Dwelling Two-Family Dwelling
Unit 1 SF 1,000 SF 1,645 SF 1,000 SF
Unit 2 SF 1,000 SF 1,645 SF 1,000 SF
Lot Size 8,640 SF 8,640 SF 4,320 SF
Lot3
Unit Type Two-Family Dwelling
Unit 1 SF 1,000 SF
Unit 2 SF 1,000 SF
Lot Size 4,320 SF
Lot 4
Unit Type Two-Family Dwelling
Unit 1 SF 1,000 SF
Unit 2 SF 1,000 SF
Lot Size 4,320 SF
Lot5
Unit Type Two-Family Dwelling
Unit 1 SF 1,000 SF
Unit 2 SF 1,000 SF
Lot Size 4,320 SF
Lot 6
Unit Type Single-Family Dwelling
Unit 1 SF 1,000 SF
Unit 2 SF --- SF
Lot Size 2,320 SF
Ill. Number of Units
A. Existing Units 1 Units 0 Units 0 Units
B. New Units 3 Units 4 Units 10 Units
C. Total Units On Site 4 Units 4 Units 10 Units
IV. Parking for New Units
A. Parking Available On Site Yes Yes Yes

Attached Garages
10 Spaces
1.00 Spaces/Unit

(1) Reflects existing single-family home
that will remain on site.

(2) See Table B-3 for existing home values

by Market Tier.
(3) See Table B-10 for existing home
values by Market Tier.

Source: JKA, October 3, 2025
Prepared by: Keyser Marston Associates, Inc.

Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE A-2

KEY ASSUMPTIONS UTILIZED IN FINANCIAL MODELS
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

. Project Costs

A.

B
C.
D
E

. Direct Costs

. Permits and Fees ©®

Demolition !
2)

Lot Split Costs &
)

. Indirect/ Financing Costs

1l. Sales Prices

A.

B.

C.

D.

Low Market Tier

Unit Size

Sales/SF

Sales Price
Medium/Low Market Tier

Unit Size

Sales/SF

Sales Price
Medium/High Market Tier

Unit Size

Sales/SF

Sales Price
High Market Tier

Unit Size

Sales/SF

Sales Price

COMMERCIAL ADJACENT INFILL LOT

SLOPED INFILL LOT

LARGE CORNER LOT

Option 1

Option 2

Option 1

Option 1

Option 2

Option 3

Lot Split + Retain Existing
Single-Family Home

Lot Split + Remove Existing
Single-Family Home

Lot Split + Remove
Existing Single-Family
Home

Lot Split + Retain Existing
Single-Family Home + Add
New Unit to Original Lot

Lot Split + Remove Existing Single-Family Home

Lot Split + Remove
Existing Single-Family
Home

utilizes existing zoning and
SB9

utilizes existing zoning and
SB 1123

utilizes existing zoning
and SB 1123

utilizes existing zoning
and SB 9

utilizes existing zoning and SB 9

utilizes existing zoning
and SB 1123

SO/SF Existing Bldg.
$315 SF Building
$10,000/New Lot

$37 SF Building
25.0% of Directs

Two Bedroom w/No
Parking

1,200 SF
$495
$594,000

1,200 SF
$520
$624,000

1,200 SF
$570
$684,000

1,200 SF
$645
$774,000

$10/SF Existing Bldg.
$275 SF Building
$15,000/New Lot
$37 SF Building
25.0% of Directs

Three Bedroom w/No
Parking

1,465 SF
$457
$669,000

1,465 SF
$482
$705,000

1,465 SF
$532
$779,000

1,465 SF
$607
$889,000

(1) Reflects the estimated per-SF cost to demolish the existing unit, if applicable.

(2) Direct construction costs vary by unit size because smaller units generally have higher costs on a per-square-foot basis, while larger units benefit from economies of scale in materials, labor, and fixed building components.
(3) Based on AECOM's Market & Economic Study for Density Bonus Ordinance Update and RHNA Rezoning Program, dated June 28, 2024.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema

$10/SF Existing Bldg.
$335 SF Building
$15,000/New Lot
$37 SF Building
25.0% of Directs

One Bedroom w/No
Parking

860 SF
$589
$506,000

860 SF
$614
$528,000

860 SF
$664
$571,000

860 SF
$739
$635,000

SO/SF Existing Bldg.
$325 SF Building
$10,000/New Lot

$37 SF Building
25.0% of Directs

Two Bedroom

1,000 SF
$633
$633,000

1,000 SF
$658
$658,000

1,000 SF
$708
$708,000

1,000 SF
$783
$783,000

$10/SF Existing Bldg.
$275 SF Building

$10,000/New Lot

$37 SF Building

25.0% of Directs

Four Bedroom

3,070 SF
$363
$1,114,000

3,070 SF
$388
$1,191,000

3,070 SF
$438
$1,345,000

3,070 SF
$513
$1,575,000

Three Bedroom

1,645
$440
$724,000

1,645
$465
$765,000

1,645
$515
$847,000

1,645
$590
$971,000

SF

SF

SF

SF

$10/SF Existing Bldg.
$325 SF Building
$15,000/New Lot
$37 SF Building
25.0% of Directs

Two Bedroom

1,000 SF
$633
$633,000

1,000 SF
$658
$658,000

1,000 SF
$708
$708,000

1,000 SF

$783
$783,000

Page 19



TABLE A-2

KEY ASSUMPTIONS UTILIZED IN FINANCIAL MODELS

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

1ll. Rents
A. Low Market Tier

Unit Size
Rent/SF
Monthly Rent
B. Medium/Low Market Tier
Unit Size
Rent/SF
Monthly Rent
C. Medium/High Market Tier
Unit Size
Rent/SF
Monthly Rent
D. High Market Tier
Unit Size
Rent/SF
Monthly Rent

IV. Cap Rates “
A. Low Market Tier
B. Medium/Low Market Tier
C. Medium/High Market Tier
D. High Market Tier

Prepared by: Keyser Marston Associates, Inc.

COMMERCIAL ADJACENT INFILL LOT

SLOPED INFILL LOT

LARGE CORNER LOT

Option 1

Option 2

Option 1

Option 1

Option 2

Option 3

Lot Split + Retain Existing
Single-Family Home

Lot Split + Remove Existing
Single-Family Home

Lot Split + Remove
Existing Single-Family
Home

Lot Split + Retain Existing
Single-Family Home + Add
New Unit to Original Lot

Lot Split + Remove Existing Single-Family Home

Lot Split + Remove
Existing Single-Family
Home

utilizes existing zoning and

utilizes existing zoning and

utilizes existing zoning

utilizes existing zoning

utilizes existing zoning and SB 9

utilizes existing zoning

SB9 SB 1123 and SB 1123 and SB 9 and SB 1123
Two Bedroom w/No One Bedroom w/No Two Bedroom Four Bedroom Three Bedroom Two Bedroom
Parking Parking
1,200 SF 785 SF 1,000 SF 3,070 SF 1,645 SF 1,000 SF
$2.75 $3.25 $3.50 $1.50 $2.50 $3.50
$3,300 $2,550 $3,500 $4,610 $4,110 $3,500
1,200 SF 785 SF 1,000 SF 3,070 SF 1,645 SF 1,000 SF
$3.00 $3.50 $3.75 $1.75 $2.75 $3.75
$3,600 $2,750 $3,750 $5,370 $4,520 $3,750
1,200 SF 785 SF 1,000 SF 3,070 SF 1,645 SF 1,000 SF
$3.50 $3.75 Not Applicable $4.25 $2.00 $3.00 $4.25
$4,200 $2,940 $4,250 $6,140 $4,940 $4,250
1,200 SF 785 SF 1,000 SF 3,070 SF 1,645 SF 1,000 SF
$4.25 $4.50 $5.00 $2.25 $3.25 $5.00
$5,100 $3,530 $5,000 $6,910 $5,350 $5,000
5.25% 5.25% 5.25% 5.25% 5.25% 5.25%
5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
4.75% 4.75% 4.75% 4.75% 4.75% 4.75%
4.50% 4.50% 4.50% 4.50% 4.50% 4.50%
(4) Based on the range of Class A stabilized capitalization rates for the Los Angeles market. Source: CBRE Econometric Advisors, August 2025.
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TABLE A-3

UNIT SIZES, RENTS, AND PRICES, AECOM STUDY - MARKET TIER 1 (LOW) @

LOW-RISE DESIGN LAB

CITY OF LOS ANGELES

Plex Style House Multi-Family Courtyard Courtyard
Townhouse (TH) )
(4D) Rowhouse (RH) Multiplex (CY3) | Apartments (CY4)

Typical Density 10-35 units/acre 15-30 units/acre 15-30 units/acre 35-75 units/acre | 50-105 units/acre
Parking Ratio 2 spaces/unit 2 Spaces/unit O;Zfzgi/ Ofe;fgg(:/ Ogi:fsg:/
Average Unit Size

Studio 550 --- - 600 -

1 Bedroom 700 800 800 800 ---

1,250 Rental / 1,250 Rental /
AL 1,050 1,500 For-Sale 1,500 For-Sale 1,200 1,100
1,550 Rental / 1,550 Rental /

3 Bedroom 1,200 1,800 For-Sale | 1,800 For-Sale 1,600 1,400

4 Bedroom 1,400 1,900 1,900 1,900 -
Monthly Rent @

Studio $1,730 --- - $1,730 -

1 Bedroom $2,210 $2,520 $2,520 $2,100

2 Bedroom $3,030 $3,625 $3,625 $2,840 $2,600

3 Bedroom $3,150 $4,108 $4,108 $3,360 $2,940

4 Bedroom $3,310 $4,465 $4,465 $3,990 -
Rent per SF

Studio $3.15 - - $2.90 -

1 Bedroom $3.15 $3.15 $3.15 $2.65 -

2 Bedroom $2.90 $2.90 $2.90 $2.35 $2.35

3 Bedroom $2.65 $2.65 $2.65 $2.10 $2.10

4 Bedroom $2.35 $2.35 $2.35 $2.10 $2.10
Sales Price *!

Studio - --- --- $405,000 -

1 Bedroom - - - $520,000 -

2 Bedroom $498,750 $750,000 $750,000 $750,000 $687,500

3 Bedroom $540,000 $810,000 $810,000 $880,000 $770,000

4 Bedroom $525,000 - -~ - -
Sales Price per SF

Studio - - - S675 -

1 Bedroom - - - S650 -

2 Bedroom $475 $500 $500 $625 $625

3 Bedroom $450 $450 $450 $550 $550

4 Bedroom $375 - - - -

(1) Market Tier 1 reflects rental/sale rates that are -0.5 + standard deviations from the Citywide mean. This tier has a population of 2,131,544 people.
(2) Market rents are based on an analysis of recent asking rental rates from CoStar data on 1,407 multifamily projects constructed since 2018 in the
City of Los Angeles. A 5% inflation factor was applied to market data.

(3) Market for-sale pricing is based on a set of 405 recent residential sales transactions drawn from Redfin. A 5% inflation factor was applied to market

data.

Source: AECOM Market Economic Study for Density Bonus Ordinance Update and RHNA Rezoning Program, dated June 28, 2024

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL;2/27/2026;em
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TABLE A-4

UNIT SIZES, RENTS, AND PRICES, AECOM STUDY - MARKET TIER 2 (MEDIUM/LOW) @

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

Plex Style House Multi-Family Courtyard Courtyard
Townhouse (TH) .
(4D) Rowhouse (RH) Multiplex (CY3) | Apartments (CY4)
Typical Density 10-35 units/acre 15-30 units/acre 15-30 units/acre 35-75 units/acre | 50-105 units/acre
. . . . 0.4 spaces/ 0.6 spaces/ 0.6 spaces/
Parking Ratio 2 spaces/unit 2 Spaces/unit bedroom bedroom bedroom
Average Unit Size
Studio 550 --- --- 600 ---
1 Bedroom 700 800 800 800 -
1,250 Rental / 1,250 Rental /
AL 1,050 1,500 For-Sale 1,500 For-Sale 1,200 1,100
1,550 Rental / 1,550 Rental /
3 Bedroom 1,200 1,800 For-Sale | 1,800 For-Sale 1,600 1,400
4 Bedroom 1,400 1,900 1,900 1,900 -
Monthly Rent @
Studio $1,880 - --- $2,520 ---
1 Bedroom $2,390 $2,720 $2,720 $3,150
2 Bedroom $3,310 $3,983 $3,983 $4,410 $4,040
3 Bedroom $3,470 $4,495 $4,495 $5,040 $4,410
4 Bedroom $3,680 $5,035 $5,035 $5,990 -
Rent per SF
Studio $3.40 - - $4.20 -
1 Bedroom $3.40 $3.40 $3.40 $3.95 -
2 Bedroom $3.15 $3.15 $3.15 $3.70 $3.70
3 Bedroom $2.90 $2.90 $2.90 $3.15 $3.15
4 Bedroom $2.65 $2.65 $2.65 $3.15 $3.15
sales Price "
Studio $480,000
1 Bedroom - -- - $600,000 -
2 Bedroom $577,500 $862,500 $862,500 $870,000 $797,500
3 Bedroom $630,000 $945,000 $945,000 $1,040,000 $910,000
4 Bedroom $665,000 - — - -
Sales Price per SF
Studio - - - $800 -
1 Bedroom - - - $750 -
2 Bedroom $550 $575 $575 $725 $725
3 Bedroom $525 $525 $525 $650 $650
4 Bedroom S475 - - - -

(1) Market Tier 2 reflects rental/sale rates that are between -0.5 and 0 standard deviations from the Citywide mean. This tier has a population of

486,685 people.

(2) Market rents are based on an analysis of recent asking rental rates from CoStar Group, Inc. data on 1,407 multifamily projects constructed since
2018 in the City of Los Angeles. A 5% inflation factor was applied to market data.

@3

market data.

Market for-sale pricing is based on a set of 405 recent residential sales transactions drawn from Redfin. A 5% inflation factor was applied to

Source: AECOM Market Economic Study for Density Bonus Ordinance Update and RHNA Rezoning Program, dated June 28, 2024
Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL;2/27/2026;em
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TABLE A-5

UNIT SIZES, RENTS, AND PRICES, AECOM STUDY - MARKET TIER 3 (MEDIUM/HIGH) @

LOW-RISE DESIGN LAB

CITY OF LOS ANGELES

Plex Style House Multi-Family Courtyard Courtyard
Townhouse (TH) .
(4D) Rowhouse (RH) Multiplex (CY3) | Apartments (CY4)
Typical Density 10-35 units/acre 15-30 units/acre 15-30 units/acre 35-75 units/acre | 50-105 units/acre
. . . . 0.4 spaces/ 0.6 spaces/ 0.6 spaces/

Parking Ratio 2 spaces/unit 2 Spaces/unit bedroom bedroom bedroom
Average Unit Size

Studio 550 --- --- 600 ---

1 Bedroom 700 800 800 800 -

1,250 Rental / 1,250 Rental /
Rt 1,050 1,500 For-Sale 1,500 For-Sale 1,200 1,100
1,550 Rental / 1,550 Rental /

3 Bedroom 1,200 1,800 For-Sale | 1,800 For-Sale 1,600 1,400

4 Bedroom 1,400 1,900 1,900 1,900 ---
Monthly Rent @

Studio $2,450 - --- $2,840 ---

1 Bedroom $3,120 $3,560 $3,560 $3,360

2 Bedroom $4,410 $5,250 $5,250 $4,730 $4,330

3 Bedroom $4,410 $5,735 $5,735 $5,460 $4,780

4 Bedroom $4,780 $6,460 $6,460 $6,480
Rent per SF

Studio $4.45 --- -- $4.75 --

1 Bedroom $4.45 $4.45 $4.45 $4.20 ---

2 Bedroom $4.20 $4.20 $4.20 $3.95 $3.95

3 Bedroom $3.70 $3.70 $3.70 $3.40 $3.40

4 Bedroom $3.40 $3.40 $3.40 $3.40 $3.40
sales Price °!

Studio $540,000

1 Bedroom - -- - $700,000 -

2 Bedroom $656,250 $1,050,000 $1,050,000 $1,020,000

3 Bedroom $690,000 $1,170,000 $1,170,000 $1,200,000

4 Bedroom $735,000 - -- - --
Sales Price per SF

Studio - - - $900 -

1 Bedroom -- -- -- $875 --

2 Bedroom $625 $700 $700 $850 $850

3 Bedroom $575 $650 $650 $750 $750

4 Bedroom $525 - - - -

(1) Market Tier 3 reflects rental/sale rates that are between 0 and 0.5 standard deviations from the Citywide mean. This tier has a population of

710,375 people.

(2) Market rents are based on an analysis of recent asking rental rates from CoStar Group, Inc. data on 1,407 multifamily projects constructed since
2018 in the City of Los Angeles. A 5% inflation factor was applied to market data.

(3) Market for-sale pricing is based on a set of 405 recent residential sales transactions drawn from Redfin. A 5% inflation factor was applied to

market data.

Source: AECOM Market Economic Study for Density Bonus Ordinance Update and RHNA Rezoning Program, dated June 28, 2024

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL;2/27/2026;em
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TABLE A-6

UNIT SIZES, RENTS, AND PRICES, AECOM STUDY - MARKET TIER 4 (HIGH) @

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

Plex Style House Townhouse (TH) Multi-Family Courtyard Courtyard
(4D) Rowhouse (RH) Multiplex (CY3) | Apartments (CY4)
Typical Density 10-35 units/acre 15-30 units/acre 15-30 units/acre 35-75 units/acre | 50-105 units/acre
. . . . 0.4 spaces/ 0.6 spaces/ 0.6 spaces/
Parking Ratio 2 spaces/unit 2 Spaces/unit bedroom bedroom bedroom
Average Unit Size
Studio 550 --- --- 600 ---
1 Bedroom 700 800 800 800 -
1,250 Rental / 1,250 Rental /
AL 1,050 1,500 For-Sale 1,500 For-Sale 1,200 1,100
1,550 Rental / 1,550 Rental /
3 Bedroom 1,200 1,800 For-Sale | 1,800 For-Sale 1,600 1,400
4 Bedroom 1,400 1,900 1,900 1,900 -
Monthly Rent
Studio $2,890 - - $2,990 -
1 Bedroom $3,680 $4,200 $4,200 $3,570 -
2 Bedroom $4,960 $5,938 $5,938 $5,040 $4,620
3 Bedroom $5,360 $6,898 $6,898 $5,880 $5,150
4 Bedroom $5,880 $7,980 $7,980 $6,980 -
Rent per SF
Studio $5.25 $5.00
1 Bedroom $5.25 $5.25 $5.25 $4.45 -
2 Bedroom $4.75 $4.75 $4.75 $4.20 $4.20
3 Bedroom $4.45 $4.45 $4.45 $3.70 $3.70
4 Bedroom $4.20 $4.20 $4.20 $3.70 $3.70
Sales Price
Studio $690,000
1 Bedroom — —- — $840,000 -
2 Bedroom $682,500 $1,462,500 $1,462,500 $1,230,000 $1,127,500
3 Bedroom $720,000 $1,665,000 $1,665,000 $1,600,000 $1,400,000
4 Bedroom $770,000 - - - -
Sales Price per SF
Studio - --- - $1,150 -
1 Bedroom -~ - - $1,050 -
2 Bedroom $650 $975 $975 $1,025 $1,025
3 Bedroom S600 $925 $925 $1,000 $1,000
4 Bedroom $550 - - - -

(1) Market Tier 4 reflects rental/sale rates that are 0.5 + standard deviations from the citywide mean. This tier has a population of 755,040 people.
(2) Market rents are based on an analysis of recent asking rental rates from CoStar Group, Inc. data on 1,407 multifamily projects constructed since
2018 in the City of Los Angeles. A 5% inflation factor was applied to market data.

(3) Market for-sale pricing is based on a set of 405 recent residential sales transactions drawn from Redfin. A 5% inflation factor was applied to

market data.

Source: AECOM Market Economic Study for Density Bonus Ordinance Update and RHNA Rezoning Program, dated June 28, 2024
Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL;2/27/2026;em
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TABLE A-7

DEVELOPMENT COST FACTORS, AECOM STUDY
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

2023 Estimates

"y | Townhouss ) (SRR sverimens (v
I. Direct Costs "
Site Improvement S5/SF Site S10/SF Site S10/SF Site S10/SF Site
Building Hard Cost $233/SF $215/SF $220/SF $208/SF
Parking Hard Costs
Surface $2,500/Space $2,500/Space $2,500/Space $2,500/Space
Tuck-Under $23,900/Space $23,200/Space $23,800/Space $22,400/Space
Podium $10,000/Space $10,000/Space $36,600/Space $36,600/Space
Underground $10,000/Space $10,000/Space $49,000/Space S47,300/Space

All Prototypes (2023 Estimates)

Il. Indirect Costs !

Architecture & Engineering 6% of directs

Permits and Fees S35 per gross SF @

Legal, Insurance, Warranty 2% of directs

Marketing $2,000 per unit
General & Administrative 1% of all other indirects
Developer Fee 4.5% of directs

Soft Cost Contingency 5% of all other indirects

(1) Reflects 2022 RS Means & AECOM data escalated by 10% to estimate 2025 costs. The financial analysis assumes permits and fees of $37 per SF.
(2) Permits and fees are not delineated in the AECOM study.

Source: AECOM Market Economic Study for Density Bonus Ordinance Update and RHNA Rezoning Program, dated June 28, 2024
Prepared by: Keyser Marston Associates, Inc.

Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL;2/27/2026;em Page 25
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TABLE B-1

PROJECT DESCRIPTION AND ESTIMATED PROJECT COSTS
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

COMMERCIAL ADJACENT INFILL LOT

Option 1

Option 2

Lot Split + Retain Existing Single-Family Home

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 9

utilizes existing zoning and SB 1123

Existing Unit New Units Existing Unit New Units
.  Project Description
A. Units 1Unit | | | 2 Units | 1 Unit 10 Units
B. Number of Lots 1 Lot 1 Lot --- 5 Lots
C. Unit Type Single-Family Duplex Single-Family Single-Family w/Attached ADU
D. Unit Sizes
Unit 1 SF 1,450 SF 1,200 SF 1,450 SF 1,465 SF
Unit 2 SF --- SF 1,200 SF --- SF 785 SF
E. Total Building Area 1,450 SF 2,400 SF 1,450 SF 11,250 SF
F. Bedrooms 4 Beds 2 Beds 4 Beds 1-3 Beds
G. Stories 1 Story 2 Stories 1 Story 3 Stories
H. Parking Type Attached Garage No Parking Attached Garage No Parking
I. Tenure Retain as Ownership For-Sale & Rental Demolish For-Sale & Rental
Il. Estimated Project Costs Total Costs Per SF Total Costs Per SF
A. Demolition (of existing unit, if applicable) SO SO $15,000 $10
B. Direct Costs " $756,000 $315 $3,094,000 $275
C. Lot Split Costs? $10,000  $4 $75,000 $7
D. Permits and Fees $89,000  $37 $416,000 $37
E. Indirect / Financing Costs $189,000  $79 $774,000 $69
F. Total Project Costs $1,044,000 $435 $4,374,000 $389
Costs Per Unit $522,000 $437,000

(1) Includes on-site improvements, building construction, and contingency.
(2) Pending City review.

Prepared by: Keyser Marston Associates, Inc.

Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema

(3) Assumes 25% of direct costs. Indirects include architecture and engineering; legal and accounting; taxes and
insurance; developer overhead fee; marketing/sales/lease-up; and contingency.
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TABLE B-2

VALUE TO HOMEOWNER UPON COMPLETION
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

O RCIAL AD

A

Option 1

Lot Split + Retain Existing Single-Family Home

utilizes existing zoning and SB 9

Low Market Tier |

Medium/Low Market Tier |

Medium/High Market Tier |

High Market Tier

I.  Sales Proceeds from For-Sale Unit(s) Price Sales Total Price Sales Total Price Sales Total Price Sales Total
A. Gross Sales Revenue Units Unit SF Per SF Price Sales Per SF Price Sales Per SF Price Sales Per SF Price Sales
New Unit 1 - Two Bedroom 1 1,200 $495  $594,000 $594,000 $520  $624,000 $624,000 $570  $684,000 $684,000 $645  $774,000 $774,000
B. Total Sales Proceeds from For-Sale Unit(s) $594,000 $624,000 $684,000 $774,000
1. Net Operating Income (NOI) from Rental Unit(s) Rent  Monthly Total Rent  Monthly Total Rent  Monthly Total Rent  Monthly Total
A. Gross Scheduled Income (GSI) Units Unit SF Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual
New Unit 2 - Two Bedroom 1 1,200 $2.75 $3,300 $40,000 $3.00 $3,600 $43,000 $3.50 $4,200 $50,000 $4.25 $5,100 $61,000
B. (Less) Vacancy @ 5.0% of Total GSI ($2,000) 5.0% of Total GSI ($2,000) 5.0% of Total GSI ($3,000) 5.0% of Total GSI ($3,000)
Total Effective Gross Income (EGI) $38,000 $41,000 $47,000 $58,000
C. (Less) Operating Expenses $3,500 /Unit/Year ($3,500) $3,500 /Unit/Year ($3,500) $3,500 /Unit/Year ($3,500) $3,500 /Unit/Year ($3,500)
(Less) Property Taxes ! $6,600 /Unit/Year ($6,600) V| $7,500 /Unit/Year ($7,400) @] $9,000 /Unit/Year ($9,000) ®)|  $11,800 /Unit/Year ($11,800)
(Less) Replacement Reserves $250 /Unit/Year 250 $250 /Unit/Year 250 $250 /Unit/Year 250 $250 /Unit/Year 250
Total Operating Expenses $10,400 /Unit/Year ($10,350) $11,300 /Unit/Year ($11,150) $12,800 /Unit/Year ($12,750) $15,600 /Unit/Year ($15,550)
D. Total NOI $27,650 $29,850 $34,250 $42,450
E. Capitalized Value of Rental Income 5.25% Cap Rate $527,000 5.00% Cap Rate $597,000 4.75% Cap Rate $721,000 4.50% Cap Rate $943,000

(1) Based on capitalized income approach; assumes a 1.25% tax rate and 5.25% cap rate.
(2) Based on capitalized income approach; assumes a 1.25% tax rate and 5.00% cap rate.
(3) Based on capitalized income approach; assumes a 1.25% tax rate and 4.75% cap rate.
(4) Based on capitalized income approach; assumes a 1.25% tax rate and 4.50% cap rate.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE B-3

FINANCIAL RETURN TO PROPERTY OWNER
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

COMMERCIAL ADJACENT INFILL LOT

Option 1

Lot Split + Retain Existing Single-Family Home

utilizes existing zoning and SB 9

Low Market Tier

| Medium/Low Market Tier |

| Medium/High Market Tier|

High Market Tier |

I. Total Value Realized from New Units

A. Total Sales Proceeds from For-Sale Unit(s) $594,000

B. Value of Income from Rental Unit(s) 527,000

C. Total Value Realized from New Units $1,121,000

D. (Less) Project Costs 1,044,000

Il. Value to Property Owner from New Units $77,000
lll. (Less) Potential Loss in Value Due to Lot Reduction

Existing Home Value $551,000

Potential Loss in Value 20.0%

Total Loss in Value

($110,000) ™

$624,000

$597,000
$1,221,000

($1,044,000)
$177,000
$698,000

20.0%
($140,000) @

$684,000

$721,000
$1,405,000

($1,044,000)
$361,000
$772,000

20.0%
($154,000) ©®

$774,000

$943,000
$1,717,000

($1,044,000)
$673,000
$809,000

20.0%
($162,000) “

IV. Net Benefit/(Shortfall) ($33,000)

Net Benefit/(Shortfall) as % of Loss in Value Due to Lot Reduction -30%

$37,000
26%

$207,000
134%

$511,000
315%

(1) Reflects loss in value from the assumed market value of $551,000 of a four bedroom existing home, based on AECOM Study, adjusted for escalation through 2025.
(2) Reflects loss in value from the assumed market value of $698,000 of a four bedroom existing home, based on AECOM Study, adjusted for escalation through 2025.
(3) Reflects loss in value from the assumed market value of $772,000 of a four bedroom existing home, based on AECOM Study, adjusted for escalation through 2025.
(4) Reflects loss in value from the assumed market value of $809,000 of a four bedroom existing home, based on AECOM Study, adjusted for escalation through 2025.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE B-4

VALUE TO HOMEOWNER UPON COMPLETION
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

AL AD

Option 2

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 1123

Low Market Tier |

Medium/Low Market Tier |

Medium/High Market Tier |

High Market Tier

I.  Sales Proceeds from For-Sale Unit(s) Price Sales Total Price Sales Total Price Sales Total Price Sales Total
A. Gross Sales Revenue Units Unit SF Per SF Price Sales Per SF Price Sales Per SF Price Sales Per SF Price Sales
New Units - Three Bedrooms 5 1,465 $457  $668,800 $3,344,000 $482  $705,400 $3,527,000 $532  $778,600 $3,893,000 $607  $888,500 $4,443,000
B. Total Sales Proceeds from For-Sale Unit(s) $3,344,000 $3,527,000 $3,893,000 $4,443,000
1. Net Operating Income (NOI) from Rental Unit(s) Rent  Monthly Total Rent  Monthly Total Rent  Monthly Total Rent  Monthly Total
A. Gross Scheduled Income (GSI) Units Unit SF Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual
New Units - One Bedroom 5 785 $3.25  $2,550 $153,000 $3.50 $2,750 $165,000 $3.75  $2,940 $176,000 $4.50  $3,530 $212,000
B. (Less) Vacancy @ 5.0% of Total GSI ($8,000) 5.0% of Total GSI ($8,000) 5.0% of Total GSI ($9,000) 5.0% of Total GSI ($11,000)
Total Effective Gross Income (EGI) $145,000 $157,000 $167,000 $201,000
C. (Less) Operating Expenses $3,500 /Unit/Year ($17,500) $3,500 /Unit/Year ($17,500) $3,500 /Unit/Year ($17,500) $3,500 /Unit/Year ($17,500)
(Less) Property Taxes ! $4,400 /Unit/Year ($21,900) M| $5,000 /Unit/Year ($24,900) ?|  $5,600 /Unit/Year ($27,900) ¥ $7,200 /Unit/Year ($35,800) ¥
(Less) Replacement Reserves $250 /Unit/Year (81,250) $250 /Unit/Year ($1,250) $250 /Unit/Year (81,250) $250 /Unit/Year ($1,250)
Total Operating Expenses $8,100 /Unit/Year ($40,650) $8,700 /Unit/Year ($43,650) $9,300 /Unit/Year ($46,650) $10,900 /Unit/Year ($54,550)
D. Total NOI $104,350 $113,350 $120,350 $146,450
E. Capitalized Value of Rental Income 5.25% Cap Rate $1,988,000 5.00% Cap Rate $2,267,000 4.75% Cap Rate $2,534,000 4.50% Cap Rate $3,254,000

(1) Based on capitalized income approach; assumes a 1.10% tax rate and 5.25% cap rate.
(2) Based on capitalized income approach; assumes a 1.10% tax rate and 5.00% cap rate.
(3) Based on capitalized income approach; assumes a 1.10% tax rate and 4.75% cap rate.
(4) Based on capitalized income approach; assumes a 1.10% tax rate and 4.50% cap rate.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE B-5

FINANCIAL RETURN TO PROPERTY OWNER
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

0 RCIAL ADJA 0
Option 2
Lot Split + Remove Existing Single-Family Home
utilizes existing zoning and SB 1123

| Low Market Tier | | Medium/Low Market Tier | | Medium/High Market Tier | | High Market Tier
I. Total Value Realized from New Units
A. Total Sales Proceeds from For-Sale Unit(s) $3,344,000 $3,527,000 $3,893,000 $4,443,000
B. Value of Income from Rental Unit(s) 1,988,000 2,267,000 2,534,000 3,254,000
C. Total Value Realized from New Units $5,332,000 $5,794,000 $6,427,000 $7,697,000
E. (Less) Project Costs ($4,374,000) ($4,374,000) ($4,374,000) ($4,374,000)
Il. Value to Property Owner from New Units $958,000 $1,420,000 $2,053,000 $3,323,000
11l. (Less) Assumed Market Value of Existing Home @ (5441,000) (5558,000) ($618,000) (5647,000)
IV. Net Benefit/(Shortfall) $517,000 $862,000 $1,435,000 $2,676,000
Net Benefit/(Shortfall) as % of Existing Home Value 117% 154% 232% 414%

(1) Reflects the assumed market value of a four bedroom existing home, based on AECOM Study, adjusted for escalation through 2025, further adjusted downward by 25% to reflect a distressed/low value housing unit.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE B-6

PROJECT DESCRIPTION AND ESTIMATED PROJECT COSTS
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

SLOPED INFILL LOT

Option 1

Lot Split + Remove

Existing Single-Family Home

utilizes existing zoning and SB 1123

Existing Unit New Units
I.  Project Description
A. Units 1 Unit 6 Units |
B. Number of Lots --- 6 Lots
C. Unit Type Single-Family Single-Family
D. Unit Size (SF) 1,275 SF 860 SF
E. Total Building Area 1,275 SF 5,160 SF
F. Bedrooms 3 Beds 1 Bed
G. Stories 1 Story 2 Stories
H. Parking Type Attached Garage No Parking
I. Tenure Demolish For-Sale

Il. Estimated Project Costs

A.

mo o w®

Demolition (of existing unit, if applicable)
Direct Costs "
Lot Split Costs

Permits and Fees

)
)

Indirect / Financing Costs @)

Total Costs  Per SF
$13,000 $10
$1,729,000 $335
$90,000  $17
$191,000  $37
$432,000 $84

o

Total Project Costs
Costs Per Unit

$2,455,000 $476
$409,000

(1) Includes on-site improvements, building construction, and contingency.

(2) Pending City review.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema

(3) Assumes 25% of direct costs. Indirects include architecture and engineering; legal and accounting;
taxes and insurance; developer overhead fee; marketing/sales/lease-up; and contingency.
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TABLE B-7

VALUE TO HOMEOWNER UPON COMPLETION AND FINANCIAL RETURN TO PROPERTY OWNER

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

Option 1

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning

and SB 1123

Low Market Tier

Medium/Low Market Tier

Medium/High Market Tier

High Market Tier

I. Sales Proceeds from For-Sale Unit(s) Price Sales Total Price Sales Total Price Sales Total Price Sales Total
A. Gross Sales Revenue Units Unit SF Per SF Price Sales Per SF Price Sales Per SF Price Sales Per SF Price Sales
New Units - One Bedroom 6 860 $589  $506,000 $3,036,000 $614  $528,000 $3,168,000 $664  $571,000 $3,426,000 $739  $635,000 $3,810,000
B. Total Sales Proceeds from For-Sale Unit(s) $3,036,000 $3,168,000 $3,426,000 $3,810,000
Il. Total Value Realized from New Units
A. Total Sales Proceeds from For-Sale Unit(s) $3,036,000 $3,168,000 $3,426,000 $3,810,000
B. (Less) Project Costs (52,455,000) ($2,455,000) ($2,455,000) ($2,455,000)
Il. Value to Property Owner from New Units $581,000 $713,000 $971,000 $1,355,000
ll. (Less) Assumed Market Value of Existing Home " (5454,000) ($530,000) ($580,000) ($605,000)
IV. Net Benefit/(Shortfall) $127,000 $183,000 $391,000 $750,000
Net Benefit/(Shortfall) as % of Existing Home Value 28% 35% 67% 124%

(1) Reflects the assumed market value of a three bedroom existing home, based AECOM Study, adjusted for escalation through 2025, further adjusted downward by 25% to reflect a distressed/low value housing unit.

Prepared by: Keyser Marston Associates, Inc.

Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE B-8

PROJECT DESCRIPTION AND ESTIMATED PROJECT COSTS

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

LARGE CORNER LOT

Option 1

Option 2

Option 3

Lot Split + Retain Existing Single-Family Home + Add

New Unit to Original Lot
utilizes existing zoning and SB 9

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 9

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 1123

Existing Unit New Units Existing Unit New Units Existing Unit New Units
I.  Project Description
A. Units | 1Unit | | 3 Units ! 1 Unit i 4 Units | 1 Unit i 10 Units |
B. Number of Lots 1 Lot 1 Lot 2 Lots 6 Lots
C. Unit Type Single-Family Single-Family Single-Family Single-Family Single-Family Single-Family & Duplex
D. Unit Sizes
Unit 1 SF 1,275 SF 1,000 SF 1,275 SF 3,070 SF 1,275 SF 1,000 SF
Unit 2 SF --- SF 1,000 SF - SF 1,645 SF - SF 1,000 SF
Unit 3 SF - SF 1,000 SF® -~ SF - SF - SF - SF
E. Total Building Area 1,275 SF 3,000 SF 1,275 SF 9,430 SF 1,275 SF 10,000 SF
F. Bedrooms 3 Beds 2 Beds 3 Beds 3 Beds 3 Beds 2 Beds
G. Stories 1 Story 2 Stories 1 Story 2 Stories 1 Story 2 Stories
H. Parking Type Detached Garage Detached Garage Detached Garage Detached Garage Detached Garage Attached Garage
I. Tenure Retain as Ownership For-Sale & Rental Demolish For-Sale & Rental Demolish For-Sale & Rental
New Unit Added as Rental
Il.  Estimated Project Costs Total Costs  Per SF Total Costs  Per SF Total Costs  Per SF
A. Demolition (of existing unit, if applicable) $0 $0 $13,000  $10 $13,000 $10
B. Direct Costs® $975,000 $325 $2,593,000 $275 $3,250,000 $325
C. Lot Split Costs® $10,000  $3 $20,000  $2 $90,000 $9
D. Permits and Fees® $111,000  $37 $349,000  $37 $370,000 $37
E. Indirect / Financing Costs $244,000  $81 $648,000  $69 $813,000 $81
F. Total Project Costs $1,340,000 $447 $3,623,000 $384 $4,536,000 $454
Costs Per Unit $447,000 $906,000 $454,000

(1) Reflects new unit to be built on the original lot.

(2) Includes on-site improvements, building construction, and contingency.

(3) Pending City review.

Prepared by: Keyser Marston Associates, Inc.

Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\4/23/2026; ema

(4) Assumes 25% of direct costs. Indirects include architecture and engineering; legal and accounting; taxes and insurance; developer

overhead fee; marketing/sales/lease-up; and contingency.
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TABLE B-9

VALUE TO HOMEOWNER UPON COMPLETION
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

AR OR

Option 1

Lot Split + Retain Existing Single-Family Home + Add New Unit to Original Lot

utilizes existing zoning and SB 9

Low Market Tier |

Medium/Low Market Tier |

Medium/High Market Tier |

High Market Tier

I.  Sales Proceeds from For-Sale Unit(s) Price Sales Total Price Sales Total Price Sales Total Price Sales Total
A. Gross Sales Revenue Units Unit SF Per SF Price Sales Per SF Price Sales Per SF Price Sales Per SF Price Sales
New Unit 1 - Two Bedroom 1 1,000 $633 $633,000 $633,000 $658 $658,000 $658,000 $708 $708,000 $708,000 $783 $783,000 $783,000
B. Total Sales Proceeds from For-Sale Unit(s) $633,000 $658,000 $708,000 $783,000
Il. Net Operating Income (NOI) from Rental Unit(s) Rent  Monthly Total Rent Monthly Total Rent  Monthly Total Rent  Monthly Total
A. Gross Scheduled Income (GSI) Units Unit SF Per SF Rent Annual Per SE Rent Annual Per SF Rent Annual Per SF Rent Annual
New Unit 2 - Two Bedroom 2 1,000 $3.50 $3,500 $84,000 $3.75 $3,750 $90,000 $4.25 $4,250 $102,000 $5.00 $5,000 $120,000
B. (Less) Vacancy @ 5.0% of Total GSI ($4,000) 5.0% of Total GSI ($5,000) 5.0% of Total GSI ($5,000) 5.0% of Total GSI ($6,000)
Total Effective Gross Income (EGI) $80,000 $85,000 $97,000 $114,000
C. (Less) Operating Expenses $3,500 /Unit/Year ($7,000) $3,500 /Unit/Year ($7,000) $3,500 /Unit/Year ($7,000) $3,500 /Unit/Year ($7,000)
(Less) Property Taxes " $7,000 /Unit/Year (14,0000 Y| $7,800 /Unit/Year ($15,500) ?|  $9,300 /Unit/Year ($18,700) ®|  $11,600 /Unit/Year ($23,100) @
(Less) Replacement Reserves $250 /Unit/Year 500 $250 /Unit/Year 500 $250 /Unit/Year 500 $250 /Unit/Year 500
Total Operating Expenses $10,700 /Unit/Year ($21,500) $11,500 /Unit/Year ($23,000) $13,100 /Unit/Year ($26,200) $15,400 /Unit/Year ($30,600)
D. Total NOI $58,500 $62,000 $70,800 $83,400
E. Capitalized Value of Rental Income 5.25% Cap Rate $1,114,000 5.00% Cap Rate $1,240,000 4.75% Cap Rate $1,491,000 4.50% Cap Rate $1,853,000

(1) Based on capitalized income approach; assumes a 1.25% tax rate and 5.25% cap rate.
(2) Based on capitalized income approach; assumes a 1.25% tax rate and 5.00% cap rate.
(3) Based on capitalized income approach; assumes a 1.25% tax rate and 4.75% cap rate.
(4) Based on capitalized income approach; assumes a 1.25% tax rate and 4.50% cap rate.

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema
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TABLE B-10

NET BENEFIT/(SHORTFALL)
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

AR OR
Option 1

Lot Split + Retain Existing Single-Family Home + Add New Unit to Original Lot

utilizes existing zoning and SB 9

Low Market Tier |

| Medium/Low Market Tier |

| Medium/High Market Tier |

High Market Tier |

I. Total Value Realized from New Units
A. Total Sales Proceeds from For-Sale Unit(s)
B. Value of Income from Rental Unit(s)

C. Total Value Realized from New Units

D. (Less) Project Costs

Il. Value to Property Owner from New Units

lll. (Less) Potential Loss in Value Due to Lot Reduction
Existing Home Value
Potential Loss in Value

Total Loss in Value

$633,000

$1,116,000
$1,749,000

($1,340,000)
$409,000
$675,000

20.0%
($135,000)

$658,000

$1,240,000
$1,898,000

($1,340,000)
$558,000
$788,000

20.0%
($158,000) ¥

$708,000

$1,493,000
$2,201,000

($1,340,000)
$861,000
$863,000

20.0%
($173,000)

$783,000

$1,851,000
$2,634,000

($1,340,000)
$1,294,000
$900,000

20.0%
($180,000) ¥

IV. Net Benefit/(Shortfall)

Net Benefit/(Shortfall) as % of Loss in Value Due to Lot Reduction

$274,000
203%

$400,000
253%

$688,000
398%

$1,114,000
619%

1
2
3

(
(
(
(4

Prepared by: Keyser Marston Associates, Inc.
Filename: City of LA - Low-Rise Design Lab_Financial Feasibility Analysis_FINAL\2/27/2026; ema

Reflects loss in value from the assumed market value of $675,000 of a three bedroom existing home, based on AECOM Study, adjusted for large lot size and escalation through 2025.
Reflects loss in value from the assumed market value of $788,000 of a three bedroom existing home, based on AECOM Study, adjusted for large lot size and escalation through 2025.
Reflects loss in value from the assumed market value of $863,000 of a three bedroom existing home, based on AECOM Study, adjusted for large lot size and escalation through 2025.
Reflects loss in value from the assumed market value of $900,000 of a three bedroom existing home, based on AECOM Study, adjusted for large lot size and escalation through 2025.
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TABLE B-11

VALUE TO HOMEOWNER UPON COMPLETION

LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

LARGE CORNER LOT

Option 2

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 1123

Low Market Tier |

Medium/Low Market Tier |

Medium/High Market Tier |

High Market Tier

. Sales Proceeds from For-Sale Unit(s) Price Sales Total Price Sales Total Price Sales Total Price Sales Total
A. Gross Sales Revenue Units Unit SF Per SF Price Sales Per SF Price Sales Per SF Price Sales Per SF Price Sales
New Units - Three Bedrooms 2 3,070 $363  $1,114,000 $2,228,000 $388  #fHHH 52,382,000 $438  $1,345,000  $2,690,000 $513  $1,575,000 $3,150,000
B. Total Sales Proceeds from For-Sale Unit(s) $2,228,000 $2,382,000 $2,690,000 $3,150,000
1. Net Operating Income (NOI) from Rental Unit(s) Rent Monthly Total Rent Monthly Total Rent Monthly Total Rent Monthly Total
A. Gross Scheduled Income (GSI) Units Unit SF Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual
New Units - One Bedroom 2 1,645 $2.50 $4,110 $99,000 $2.75  $4,520 $108,000 $3.00 $4,940 $119,000 $3.25 $5,350 $128,000
B. (Less) Vacancy @ 5.0% of Total GSI ($5,000) 5.0% of Total GSI ($5,000) 5.0% of Total GSI (56,000) 5.0% of Total GSI (56,000)
Total Effective Gross Income (EGI) $94,000 $103,000 $113,000 $122,000
C. (Less) Operating Expenses $3,500 /Unit/Year ($7,000) $3,500 /Unit/Year ($7,000) $3,500 /Unit/Year ($7,000) $3,500 /Unit/Year ($7,000)

(Less) Property Taxes o

$8,300 /Unit/Year

($16,600) ¥

$9,600 /Unit/Year

($19,100) @

$11,000 /Unit/Year

($22,000) @

$12,500 /Unit/Year

($24,900) ¥

(Less) Replacement Reserves $250 /Unit/Year 500 $250 /Unit/Year 500 $250 /Unit/Year 500 $250 /Unit/Year 500
Total Operating Expenses $12,100 /Unit/Year ($24,100) $13,300 /Unit/Year ($26,600) $14,800 /Unit/Year ($29,500) $16,200 /Unit/Year ($32,400)
D. Total NOI $69,900 $76,400 $83,500 $89,600
E. Capitalized Value of Rental Income 5.25% Cap Rate $1,331,000 5.00% Cap Rate $1,528,000 4.75% Cap Rate $1,758,000 4.50% Cap Rate $1,991,000

(1) Based on capitalized income approach; assumes a 1.25% tax rate and 5.25% cap rate.
(2) Based on capitalized income approach; assumes a 1.25% tax rate and 5.00% cap rate.
(3) Based on capitalized income approach; assumes a 1.25% tax rate and 4.75% cap rate.
(4) Based on capitalized income approach; assumes a 1.25% tax rate and 4.50% cap rate.
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TABLE B-12

NET BENEFIT/(SHORTFALL)
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

AR ORNER 1O
Option 2
Lot Split + Remove Existing Single-Family Home
utilizes existing zoning and SB 1123

| Low Market Tier | | Medium/Low Market Tier | | Medium/High Market Tier | | High Market Tier
I. Total Value Realized from New Units
A. Total Sales Proceeds from For-Sale Unit(s) $2,228,000 $2,382,000 $2,690,000 $3,150,000
B. Value of Income from Rental Unit(s) 1,331,000 1,528,000 1,758,000 1,991,000
C. Total Value Realized from New Units $3,559,000 $3,910,000 $4,448,000 $5,141,000
D. (Less) Project Costs (83,623,000) ($3,623,000) ($3,623,000) ($3,623,000)
Il. Value to Property Owner from New Units ($64,000) $287,000 $825,000 $1,518,000
11l. (Less) Assumed Market Value of Existing Home @ (5540,000) (5$630,000) ($690,000) (5720,000)
IV. Net Benefit/(Shortfall) ($604,000) ($343,000) $135,000 $798,000
Net Benefit/(Shortfall) as % of Existing Home Value -112% -54% 20% 111%

(1) Reflects the assumed market value of a three bedroom existing home, based AECOM Study, adjusted for escalation through 2025, further adjusted downward by 25% to reflect a distressed/low value housing unit.
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TABLE B-13

VALUE TO HOMEOWNER UPON COMPLETION
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

Option 3

Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 1123

Low Market Tier |

Medium/Low Market Tier |

Medium/High Market Tier |

High Market Tier

. Sales Proceeds from For-Sale Unit(s) Price Sales Total Price Sales Total Price Sales Total Price Sales Total
A. Gross Sales Revenue Units Unit SF Per SF Price Sales Per SF Price Sales Per SF Price Sales Per SF Price Sales
New Units - Three Bedrooms 5 1,000 $633  $633,000 $3,165,000 $658  $658,000 $3,290,000 $708 $708,000 $3,540,000 $783 $783,000 $3,915,000
B. Total Sales Proceeds from For-Sale Unit(s) $3,165,000 $3,290,000 $3,540,000 $3,915,000
1. Net Operating Income (NOI) from Rental Unit(s) Rent  Monthly Total Rent  Monthly Total Rent Monthly Total Rent Monthly Total
A. Gross Scheduled Income (GSI) Units Unit SF Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual Per SF Rent Annual
New Units - One Bedroom 5 1,000 $2.50  $2,500 $150,000 $2.75  $2,750 $165,000 $3.00 $3,000 $180,000 $3.25 $3,250 $195,000
B. (Less) Vacancy @ 5.0% of Total GSI ($8,000) 5.0% of Total GSI ($8,000) 5.0% of Total GSI ($9,000) 5.0% of Total GSI ($10,000)
Total Effective Gross Income (EGI) $142,000 $157,000 $171,000 $185,000
C. (Less) Operating Expenses $3,500 /Unit/Year ($17,500) $3,500 /Unit/Year ($17,500) $3,500 /Unit/Year ($17,500) $3,500 /Unit/Year ($17,500)

(Less) Property Taxes o

$4,700 /Unit/Year ($23,700) ¥

$5,500 /Unit/Year

($27,600) @

$6,300 /Unit/Year

($31,700) ©

$7,200 /Unit/Year

($36,100) ¥

(Less) Replacement Reserves $250 /Unit/Year ($1,250) $250 /Unit/Year ($1,250) $250 /Unit/Year ($1,250) $250 /Unit/Year ($1,250)
Total Operating Expenses $8,500 /Unit/Year ($42,450) $9,300 /Unit/Year ($46,350) $10,100 /Unit/Year ($50,450) $11,000 /Unit/Year ($54,850)
D. Total NOI $99,550 $110,650 $120,550 $130,150
E. Capitalized Value of Rental Income 5.25% Cap Rate $1,896,000 5.00% Cap Rate $2,213,000 4.75% Cap Rate $2,538,000 4.50% Cap Rate $2,892,000

(1) Based on capitalized income approach; assumes a 1.25% tax rate and 5.25% cap rate.
(2) Based on capitalized income approach; assumes a 1.25% tax rate and 5.00% cap rate.
(3) Based on capitalized income approach; assumes a 1.25% tax rate and 4.75% cap rate.
(4) Based on capitalized income approach; assumes a 1.25% tax rate and 4.50% cap rate.
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TABLE B-14

NET BENEFIT/(SHORTFALL)
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

AR ORNER LO
Option 3
Lot Split + Remove Existing Single-Family Home

utilizes existing zoning and SB 1123

| Low Market Tier | | Medium/Low Market Tier | | Medium/High Market Tier | | High Market Tier
I. Total Value Realized from New Units
A. Total Sales Proceeds from For-Sale Unit(s) $3,165,000 $3,290,000 $3,540,000 $3,915,000
B. Value of Income from Rental Unit(s) 1,896,000 2,213,000 2,538,000 2,892,000
C. Total Value Realized from New Units $5,061,000 $5,503,000 $6,078,000 $6,807,000
D. (Less) Project Costs (54,536,000) (54,536,000) (54,536,000) (54,536,000)
Il. Value to Property Owner from New Units $525,000 $967,000 $1,542,000 $2,271,000
11l. (Less) Assumed Market Value of Existing Home @ (5540,000) (5$630,000) ($690,000) (5720,000)
IV. Net Benefit/(Shortfall) ($15,000) $337,000 $852,000 $1,551,000
Net Benefit/(Shortfall) as % of Existing Home Value -3% 53% 123% 215%

(1) Reflects the assumed market value of a three bedroom existing home, based AECOM Study, adjusted for escalation through 2025, further adjusted downward by 25% to reflect a distressed/low value housing unit.
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TABLE C-1

KEY FUNDING SOURCE PARAMETERS — PRIVATE/CONVENTIONAL FINANCING
LOW-RISE DESIGN LAB
CITY OF LOS ANGELES

Financing Tool:

Description

Home Equity Line of Credit

(HELOC)
Homeowner can borrow
equity against the property as
a line of credit

Home Equity Loan

Homeowner can take out a
lump-sum based on equity in
the property

Cash-Out Refinance

Homeowner can refinance
the current mortgage with a
larger mortgage and take out
cash

Private Construction Loan

e Homeowner can apply for

and receive a short-term
interest only construction
loan

Unsecured Personal Loan

Homeowner can apply for
and receive a lump-sum
amount of funds

Eligibility Criteria

Homeowners with sufficient
home equity (typically
minimum of 20%), good
credit, reliable income, and
stable employment

Homeowners with significant
home equity, good credit,
reliable income, and stable
employment

Homeowners with sufficient
home equity (typically
minimum of 20%), good
credit, reliable income, and
stable employment

Homeowners with an equity
or downpayment (typically
between 20% and 30%), an
approved construction plan,
and contractor

Homeowners with good
credit, reliable income, stable
employment, and reasonable
debt-to-income ratio

Potential
Funding Amount
and Limitations

Up to 80 to 90% combined
loan to value (CLTV) @
Dependent on value of
property vs. existing debt
Requires appraisal to
determine home value

Up to 80 to 85% combined
loan to value (CLTV)®
Dependent on value of
property vs. existing debt
Requires appraisal to
determine home value

Based on home value less
existing mortgage

Typically, up to 80% of the
appraised value upon
completion

Funds are disbursed at select
stages of construction

Typically, up to $100,000

Interest Rate

Fixed or variable, reliant on
current interest rates

Typically fixed but can be
variable, reliant on current
interest rates

Typically fixed but can be
variable, reliant on current
interest rates

Variable

Fixed but reliant on current
interest rates and credit
worthiness

Lender holds a first lien on
the property

improvements
Lender holds a first lien on
the property

Repayment 5 to 25 years, typically 10 5 to 20 years 15 to 30 years 6 to 24 months 2 to 10 years
Terms year draw period with a 10 to Repaid in fixed monthly Repaid in fixed monthly Interest is only charged on Repaid in fixed monthly
15 year repayment period payments payments fund disbursements (draws) payments
Interest-only payments Once construction is
during the draw period then complete, loan must be paid
principal and interest off or refinance into a
payments during the traditional mortgage (15 to
repayment period 30 years)
Security/ Secured by a lien on the Secured by a lien on the Secured by a lien on the Secured by a lien on the Unsecured
Collateral property property property property and its

(1) Defined as the total amount of debt on the home (including the first mortgage, a second mortgage, and/or HELOC) compared to the home’s appraised value.
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TABLE C-2

KEY FUNDING SOURCE PARAMETERS — PUBLIC FINANCING

LOW-RISE DESIGN LAB

CITY OF LOS ANGELES
. . Freddie Mac Fannie Mae HomeStyle FHA 203(K) Rehabilitation CalHFA First Mortgage
F Tool: IHFA AD P
jnancing 109 CHOICERenovation Loan Renovation Mortgage Loan Ca U Grant Program Program
Description e Borrowers can finance both e Borrowers can finance both e Borrowers can finance both e Borrowers can apply for grant | e Borrowers can finance both

the purchase or refinance of
a home and the cost of
renovation cost and the
construction cost of an ADU
into a single mortgage

e Renovation/construction
must be completed within 12
months

the purchase or refinance of
a home and the cost of
renovation costs into a single
mortgage, including adding
an ADU or JADU

e Renovation/construction
must be completed within 12
months

the purchase or refinance of
a property and the cost of
construction or major
improvements into a single
mortgage, including adding
an ADU or JADU

funds to reimburse eligible
predevelopment and non-
recurring closing costs for the
construction of ADUs and
JADUs

the purchase or refinance of
a property and the cost of
construction of an ADU or
JADU conversion into a single
mortgage

Governmental .
Entity

Federal Home Loan Mortgage
Corporation (Freddie Mac)
sets forth the program
guidelines, eligibility criteria,
and underwriting standards

e Funding is regulated by the
Federal Housing Finance
Agency (FHFA)

e Federal National Mortgage
Association (Fannie Mae) sets
forth the program guidelines,
eligibility criteria, and
underwriting standards

e Federal Housing
Administration (FHA)
provides a federally insured
mortgage to the borrower

e California Housing Finance
Agency (CalHFA) sets forth
the program guidelines,
eligibility criteria, and
approves participating
lenders

e Funding is provided through
the CalHome and Building
Homes and Jobs Act (SB 2)
program

e California Housing Finance
Agency (CalHFA) sets forth
the program guidelines,
eligibility criteria, and
approves participating
lenders

Eligibility Criteria | ¢ Owner-occupants of a
property with 1 to 4 units,
investors, and non-profit
organizations

e Requires minimum 3.0%
downpayment for owner-
occupants

e Owner-occupants, investors,
and non-profit organizations

e Requires minimum 3.0%
downpayment for owner-
occupants

e Owner-occupants of a
property with 1 to 4 units,
including the homeowners
primary residence

e Requires downpayment
ranging between 3.5% and
10.0%, dependent on credit
score

e Borrowers are required to
provide evidence of reliable
income and stable
employment

e Property must meet FHA
appraisal standards

e Owner-occupants of single-
family homes with 1 to 4
units

e Borrower must meet CalHFA
income limits; at or below
80% area median income
(AMI)

e Owner-occupants of a
property with 1 to 4 units,
including the homeowners
primary residence

e Borrower must meet CalHFA
income limits; at or below
80% area median income
(AMI)

e Requires downpayment
ranging between 3.0%
(conventional financing) and
3.5% (FHA)
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TABLE C-2

KEY FUNDING SOURCE PARAMETERS — PUBLIC FINANCING
LOW-RISE DESIGN LAB

CITY OF LOS ANGELES

Financing Tool:

Freddie Mac
CHOICERenovation Loan

Fannie Mae HomeStyle
Renovation

FHA 203(K) Rehabilitation
Mortgage Loan

CalHFA ADU Grant Program

CalHFA First Mortgage
Program

Potential
Funding
Amounts and
Limitations

Up to 97% loan-to-value for
owner-occupied properties
Funds are held in an escrow
account and draws are
disbursed at select stages of
renovation/ construction
Participating lenders
originate and service the
mortgage, Freddie Mac later
purchases or guarantees the
loan

Up to 97% loan-to-value for
owner-occupied properties
Funds are held in an escrow
account and draws are
disbursed at select stages of
renovation

Participating lenders
originate and service the
mortgage, Fannie Mae later
purchases or guarantees the
loan

e Up to 110% of the property
value appraised in an “as-
completed” condition

e Funding varies based on
geographic location, property
characteristics, and the
borrowers financial situation

e Maximum grant amount is
$40,000, subject to annual
funding

e Funds are issued to an
approved CalHFA lender who
applies the grant to the
borrower’s closing cost or
predevelopment costs

e At present, program is under

Up to 97% loan-to-value for
conventional loans; 96.5% for
FHA loans subject to property
value appraised in an “as-
completed” condition,
inclusive of the value of the
ADU/JADU

Mortgage must be obtained
FHA-insured loan or Fannie
Mae or Freddie Mac
conventional loan

mortgage)

Interest Rate Fixed or adjustable rate Fixed or adjustable rate e Fixed or variable e None Fixed
mortgage (ARM); final mortgage (ARM); final
interest rate based on post- interest rate based on post-
renovation appraised value renovation appraised value
Repayment 15 to 30 years 15 to 30 years e 15to 30 years * None 30 years
Terms Requires Private Mortgage Requires Private Mortgage e Borrowers must pay an Requires Private Mortgage
Insurance (PMI) until 80% Insurance (PMI) until 80% upfront mortgage insurance Insurance (PMI) until 80%
loan-to-value loan-to-value premium of 1.75% and a loan-to-value
monthly premium for the
duration of the loan
Mortgage Insurance Premium
(MIP)
Security/ Secured by a lien on the Secured by a lien on the e Secured by a lien on the e None Secured by a lien on the
Collateral property property property (FHA-insured property
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T - KEYSER MARSTON

Limiting Conditions

1. KMA has made extensive efforts to confirm the accuracy and timeliness of the information contained in
this document. Although KMA believes all information in this document is correct, it does not guarantee
the accuracy of such and assumes no responsibility for inaccuracies in the information provided by third
parties.

2. The findings are based on economic rather than political considerations. Therefore, they should be
construed neither as a representation nor opinion that government approvals for development can be
secured. No guarantee is made as to the possible effect on development of current or future Federal,
State, or local legislation including environmental or ecological matters.

3. The analysis, opinions, recommendations, and conclusions of this document are KMA's informed judgment
based on market and economic conditions as of the date of this report. Due to the volatility of market
conditions and complex dynamics influencing the economic conditions of the building and development
industry, conclusions and recommended actions contained herein should not be relied upon as sole input
for final business decisions regarding current and future development and planning.

4. Development opportunities are assumed to be achievable during the specified time frame. A change in
development schedule requires that the conclusions contained herein be reviewed for validity. If an
unforeseen change occurs in the local or national economy, the analysis and conclusions contained herein
may no longer be valid.

5. Any estimates of development costs, project income, and/or value in this evaluation are based on the best
available project-specific data as well as the experiences of similar projects. They are not intended to be
predictions of the future for the specific project. No warranty or representation is made that any of these
estimates or projections will actually materialize.

6. It has been assumed that the value of the property will not be impacted by the presence of any soils, toxic,
or hazardous conditions that require remediation to allow development. Additionally, it is assumed that
perceived toxic conditions (if any) on surrounding properties will not affect the value of the property

7. KMA is not advising or recommending any action be taken by the City with respect to any prospective,
new, or existing municipal financial products or issuance of municipal securities (including with respect to
the structure, timing, terms, and other similar matters concerning such financial products or issues).

8. KMA is not acting as a Municipal Advisor to the City and does not assume any fiduciary duty hereunder,
including, without limitation, a fiduciary duty to the City pursuant to Section 15B of the Exchange Act with
respect to the services provided hereunder and any information and material contained in KMA’s work
product.

9. The City shall discuss any such information and material contained in KMA’s work product with any and all
internal and/or external advisors and experts, including its own Municipal Advisors, that it deems

appropriate before acting on the information and material.
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