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Assumptions & Limitations

Deliverables and portions thereof shall be subject to the following assumptions and limitations:

The Deliverables are based on estimates, assumptions, information developed by AECOM from its
independent research effort, general knowledge of the industry, and information provided by and
consultations with Client and Client's representatives. No responsibility is assumed for inaccuracies in
data provided by the Client, the Client's representatives, or any third-party data source used in preparing
or presenting the Deliverables. AECOM assumes no duty to update the information contained in the
Deliverables unless such additional services are separately retained pursuant to a written agreement
signed by AECOM and Client.

AECOM’s findings represent its professional judgment. Aside from the applicable standard of care
required under the Contract, neither AECOM nor its parent corporations, nor their respective affiliates or
subsidiaries (“AECOM Entities”) make any warranty or guarantee, expressed or implied, with respect to
any information or methods contained in or used to produce the Deliverables.

AECOM has served solely in the capacity of consultant and has not rendered any expert opinions in
connection with the subject matter hereof. Any changes made to the Deliverables, or any use of the
Deliverables not specifically identified in the Agreement between the Client and AECOM or otherwise
expressly approved in writing by AECOM, shall be at the sole risk of the party making such changes or
use.

The Deliverables were prepared solely for the use by the Client. No third party may rely on the
Deliverables unless expressly authorized by AECOM in writing (including, without limitation, in the form of
a formal reliance letter). Any third party expressly authorized by AECOM in writing to rely on the
Deliverables may do so only on the Deliverable in its entirety and not on any abstract, excerpt or
summary. Entitlement to rely upon the Deliverables is conditioned upon the entitled party accepting full
responsibility for such use, strict compliance with the Contract and not holding AECOM liable in any way
for any impacts on the forecasts or the earnings resulting from changes in "external" factors such as
changes in government policy, in the pricing of commodities and materials, changes in market conditions,
price levels generally, competitive alternatives to the project, the behavior of consumers or competitors
and changes in the Client’s policies affecting the operation of their projects.

The Deliverables may include “forward-looking statements”. These statements relate to AECOM’s
expectations, beliefs, intentions or strategies regarding the future. These statements may be identified by
the use of words like “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “project,” “will,”
“should,” “seek,” and similar expressions. The forward-looking statements reflect AECOM’s views and
assumptions with respect to future events as of the date of the Deliverables and are subject to future
economic conditions, and other risks and uncertainties. Actual and future results and trends could differ
materially from those set forth in such statements due to various factors, including, without limitation,
those discussed in the Deliverables. These factors are beyond AECOM’s ability to control or

predict. Accordingly, AECOM makes no warranty or representation that any of the projected values or
results contained in the Deliverables will actually occur or be achieved. The Deliverables are qualified in
their entirety by, and should be considered in light of, these assumptions, limitations, conditions and
considerations.
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1. Introduction and Summary of Findings

The City of Los Angeles Department of City Planning (LACP) engaged AECOM to prepare
economic analysis to inform policy development for the City’s Regional Housing Needs
Allocation (RHNA) Rezoning Program. This report explores the economic feasibility of four
proposed program and policy options, which are intended to support the larger effort to expand
housing production to meet RHNA goals.

Note: This report has been revised from the previous version dated August 19, 2024. Updates
include revising the affordable rent and sale price schedule based on public comments received
by LACP and adjusting the prototypes used for the Opportunity Corridor Transition (CT) Area
Program to reflect updates to that policy. The feasibility analysis and results have been updated
throughout the report to reflect these changes.

1.1 Background

The State of California requires local jurisdictions to demonstrate through the Housing Element
process that they maintain sufficient zoned capacity to accommodate their RHNA allocation for
the eight-year Housing Element period.

The City of Los Angeles's 2021-2029 Housing Element, which was adopted in November 2021,
includes an Adequate Sites Inventory for which the City has identified a development potential
of 230,947 units over the 8-year RHNA planning period. However, the 2021-2029 RHNA
allocation for the City of Los Angeles includes a target production of 486,379 units (including
buffer). Comparing the RHNA allocation and Housing Element site inventory results in a shortfall
of 255,432 units.

As part of the Housing Element update process, the City must provide a RHNA Rezoning
Program that outlines strategies and policies expected to close the housing production gap by
creating additional housing capacity. The City’s proposed RHNA Rezoning Program, introduced
in Program 121 of the Housing Element, is intended to help fill the expected housing production
gap by creating additional housing capacity. Stated broadly, the program’s goals are to:

e Prioritize development in Higher Opportunity Areas as defined by the California Tax
Credit Allocation Committee (CTCAC) and California Department of Housing and
Community Development (HCD).

e Maximize affordability and community benefits.
e Protect communities vulnerable to displacement and housing pressures.

e Exclude hazard areas such as areas at risk of sea level rise and Very High Fire Hazard
Severity Zones (VHFHSZ).

The Rezoning Program proposes a range of strategies to meet its goals, including the following:

1. State Density Bonus Program. The Rezoning Program encompasses revisions to the
City’s local Density Bonus Ordinance (DBO) which serves as the City’s primary
mechanism for implementing State Density Bonus Law (SDBL). Proposed changes to
the City’s local Density Bonus Ordinance include procedural updates as well as revisions
that will affirm consistency between the Los Angeles Municipal Code and State Density
Bonus Law.

2. Mixed Income Incentive Program. The Mixed Income Incentive Program would
introduce the Opportunity Corridors (OC) Incentive Program and the Opportunity
Corridors Transition (CT) Area Incentive Program — two of the core concepts
proposed as part of the Rezoning Program. Additionally, the Mixed Income Incentive

AECOM 8
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Program includes the proposed Transit Oriented Incentive Area (TOIA) Program,
which will enshrine key elements of the Transit Oriented Communities Affordable
Housing Incentive Guidelines in the Los Angeles Municipal Code. OC and CT incentives
will be reserved for project sites in High and Highest Resource Areas as defined by the
CTCAC/HCD Housing Opportunity Area Maps, while TOIA incentives will be available
citywide.

3. Affordable Housing Incentive Program. The Affordable Housing Incentive Program
will provide tailored land use incentives for One Hundred Percent Affordable Housing
Projects and affordable housing projects constructed by Faith Based Organizations in
Moderate, High and Highest Resource areas of the City, as defined by the CTCAC/HCD
Opportunity Area Maps. Additionally, the ordinance will expand the types of zones
eligible for One Hundred Percent Affordable Housing projects to “P” Parking zones and
“PF” Public Facilities zones.

1.1.1 Programs Analyzed

This study analyzes four proposed incentive programs, including the DBO and three programs
incorporated as part of the Mixed Income Incentive Program: the TOIA, OC, and CT
programs.

These programs are proposed as incentive-based programs that require applicants proposing
multi-family residential development to provide a certain percentage of set-aside affordable
units. In return for providing affordable units, applicants receive development bonuses that allow
greater densities, floor area ratio (FAR), and heights than are otherwise allowed by base zoning.

Within each program, different levels of incentives are available depending on the percentage of
housing units dedicated to affordable housing for low income (LI), very low income (VLI),
extremely low income (ELI), and moderate income (MI) households. In addition to the density,
FAR, and height bonuses that are the focus of this analysis, projects can also receive other
incentives related to setbacks, lot width, open space, lot coverage, and other zoning
requirements. Proposed projects that remain within the pre-vetted menu of incentives would
also be eligible for streamlined ministerial permit processing. All proposed programs will count
above-ground parking as part of floor area ratio (FAR).

Table 1 below summarizes key elements of the DBO, TOIA, OC, and CT programs including
policy goal/description; program tiers; maximum density, FAR, and height incentives; and
affordable set-aside income levels and calculation methods. The table shows incentive levels
as tested for the purposes of this analysis. Note that the programs are still under
development and the table below may not reflect the City’s final policy decisions.

AECOM 9
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Table 1. Key Elements of DBO, TOIA, OC, and CT Incentive Programs (as Tested)

. _ Program Max Density L . . Affordable Set-Aside Income Levels
P Policy Goall D t Max FARI t Max Height | t
rogram olicy Goalf Description Tiers Incentive ax ncentive ax Height Incentive & Calculation Methods
VLI L M
- Set-asides determined by state law and may
) Procedural updates and ressions ) ; .
Density Bonus to affirm consictency between the Increase over base be prosided through single-affordability
Ordinance Update Y NFA 100% 50% ower base equal to pathways (VLI LI or M1 only), or mixed-

Los Angeles Municipal Code and

(DBO) ) density bonus percentage  affordability pathways (a combination of VLI,
Stete Density Borus Law LI, andfor MI). Set-asides calculated as share
of base units.
Encourage construction of o 3.00FAR
affordable housing near bus and TOIA-1 100% or 40% over base 1 story/11 feet
Transit Orierted [N Stetions. Set-aside TOIA-2 120% 3. 50FAR 1 story/11 feet ELLVLLL .
) requirements and available or 45% over base Set-aside requirements to be determined, may
incertive Areas bonuses increase by incentive tier 4 00FAR vary by Market Tier. Set-asides calculated as
(TOIA) (T1-T4), where T1 represents the TOIA-3 Unlirmited or 50% over base 2 stories/22 feet share of total dwelling units.
lowest level of transit sendce and . 4 50FAR )
TOlA-4 Unlimited 3st /33 feet
T4 the highest. rimite or 55% ower base srones °e

3.00 FAR (R zones) 45 (R Zones)

Encourage residential deyelopment Qc-1 o _ 3.50 FAR (C zones) 1 storyﬂj feet up to 5 total
Opportunity Corridors along selected commercial and Unlimited Density stories (C zones) ELI, vLI, L
Eﬁ):entiveyPro cam residential corridars. Set-aside and within FAR and 3.50 FAR (R zones) 56 (R zones) Set-aside requirements to be determined, may
g incentive tiers mirror TIQA tiers, Qc-2 Height 400 FAR or 45% over 2 story/11 feet up to Btotal  vary by Market Tier. Set-asides calculated as
{oC) S oo ! ; ) : ;
with increasing incentives available Allowances base (C zones) stories (C zones) share of total dwelling units.
in tiers with better transit access. 0c.3 450 FAR or 50% over 3 stories/33 feet up to 7 total
base (R and C zones) stories (R and C zones)
Complement QC with adjacent ) 13[.] FAR
lowier-scale infill {or "missin CT1 Up to & Units for S units per lot 2 stories
Opportunity Corridors . g per Lot + 015 FAR ELI, VLI, LI, MI
o middle") development. Tiers reflect o ) } ) o
Transition Area roxirmity 1o OC corridor incertive for each additional unit Set-aside requirements to be determined;
Incentive Program™ P y ) o : 1.30FAR tested 1- or 2-affordable units per lot.
) areas, with increasing incentives Up 0 10 Units for 5 units per lot
ilabile in ti | to OC - i
::2;2 ile in tiers closer to CT-2 Per Lot + 015 FAR 3 stories

for each additional unit

*Maximum FAR incentive calculated as greatest of the options shown.

** A CT project that includes a minimum of 40% of total Residential Units as 2-bedrooms or larger, shall be granted either additional Floor Area up to 0.5 FAR or an additional 11 feet in height.
Note: The table shows incentive levels as tested for the purposes of this analysis. Note that the programs are still under development and the incentive levels tested may not reflect the City’s final
policy decisions.

Source: AECOM

AECOM 10



CHIP Program Economic Analysis Revised Final Report, 02/20/2025

1.2 Overview of the Approach

This section provides a brief overview of the approach used in this analysis. Additional details
on the framework for the analysis and the methodology are provided in Chapters 2 and 3.

1.2.1 Analytical Framework

AECOM’s Market Analysis, which was prepared and submitted in a separate report in May
2024," created a framework for the CHIP Program Economic Analysis by establishing the
following three structures:

e Market Tiers: AECOM classified the City’s local housing markets into ‘Market Tiers’ that are
used to organize and apply various underlying market factors (e.g., rents, sales prices, land
costs) that contribute to development potential on residential opportunity sites throughout
Los Angeles. The following four Market Tiers were defined, each characterized by their
relative market strength:

Market Tier 1 (Low)
Market Tier 2 (Medium/Low)
Market Tier 3 (Medium/High)
Market Tier 4 (High)

e Density Cohorts: Density cohorts are logical groupings of maximum allowed density levels
that represent the wide variety of general zone classes, specific zoning limitations, height
districts, and other site-specific regulations and requirements that allow a great diversity of
form, scale, and density of housing across Los Angeles.

e Development Prototypes: Development prototypes are representative real estate projects
that were tested for financial feasibility in the analysis. Prototypes were generally tested
under the base condition (i.e., 100%-market-rate, by-right project that does not use CHIP
program incentives) and various incentive program scenarios (i.e., projects that provide
affordable housing set-asides in return for corresponding density bonuses or other
incentives).

1.2.2 Financial Analysis Methodology

The analysis of CHIP program economics uses a pro forma model to evaluate the impacts of
proposed program parameters on project returns. The model is designed to consider
programming parameters including density bonuses, height and FAR maximums, and affordable
set-asides. AECOM worked closely with City Staff to develop various combinations of affordable
housing set-asides and corresponding incentives for all four CHIP programs. These
combinations are referred to as incentive program scenarios throughout this analysis and
represent some of the zoning levers that can impact development feasibility.

The measure of financial return used in the analysis is residual land value (RLV). RLV analysis
is a common approach used in planning exercises to explore and compare financial outcomes
of policy proposals. RLV is the amount that remains after estimated project cost is deducted
from estimated project value and represents the amount a developer should be willing to pay for
land.

T “Task 3: Market Analysis: Market & Economic Study for the Density Bonus Ordinance Update and RHNA Rezoning
Program,” developed by AECOM for LACP, May 2024.
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There are two RLV standards used to gauge the expected financial outcomes of the incentive
program scenarios tested in this analysis: “feasibility” and “preferability.”

e Feasibility. For the purposes of this analysis, feasibility is a determination of whether the
incentive program scenario generates estimated RLV that is consistent with market land
value. If a scenario generates RLV that is equivalent to or greater than the market standard,
it is considered feasible.

e Preferability. For the purposes of this analysis, preferability tests whether the incentive
program scenario generates RLV that is greater than a base case scenario, where the
base case scenario is a 100%-market-rate, by-right project that does not use CHIP program
incentives. If the incentive program scenario generates an RLV that is equivalent to or
greater than the base case, it is considered preferable.

1.2.3 Limitations of the Analysis

This study aims to provide policy makers with insights into the potential economic dynamics of
proposed programs and program elements, the trade-offs that may be inherent in different
options, and the options that may be available to enhance them. The study is based on
estimates, assumptions, and other information developed by AECOM from its independent
research effort, general knowledge of the industry, and information provided by and
consultations with the Client and the Client’s representatives. Every attempt has been made to
broadly reflect the variety of future residential development activity that will be impacted by
these programs.

Because of the wide range of development options available to residential developers (both
proven options and options yet to be developed), the size and diversity of the City of Los
Angeles, its submarkets, and its development opportunity sites, the findings herein represent at
best a snapshot of a dynamic and changing market. Actual and future results and trends could
differ materially from those set forth here due to various factors, including, without limitation,
those discussed in the report. These factors are beyond AECOM’s ability to control or predict.
Accordingly, AECOM makes no warranty or representation that any of the projected values or
results contained in this study will be achieved.

Note that this report does not include analysis of replacement unit requirements or associated
costs. The analysis assumes that development sites are acquired based on their land value,
with minimal to no acquisition costs for any existing buildings, and that the scenarios would
provide enough affordable housing to meet any requirements for replacement units. Actual costs
to replace existing units may vary depending on lot conditions and locations, they could further
impact the feasibility and attractiveness of the programs.

The findings in this report are specific to the incentive program parameters tested, as well as to
the specific prototypes and site conditions tested. While the report suggests implications for
policy, ultimately the appropriate tradeoff between affordability requirements and development
feasibility is a policy decision for the City rather than an analytical decision.

1.3 Summary of Findings

This section describes key findings from the analysis, organized by incentive program. As
general context, it is important to note the following findings:

e Incentive program scenarios tested are generally most feasible in Market Tier 4 (high
market strength)

e There is more limited feasibility for certain incentive program scenarios in Market Tier 2
(medium/low market strength) and Market Tier 3 (medium/high market strength).
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e None of the incentive program scenarios tested were feasible in Market Tier 1 (low
market strength).

These findings are broadly consistent with current observed market activity, which indicates that
under today’s market conditions, development projects are generally only feasible in stronger
markets. Current market conditions are particularly challenging for development, given extreme
inflationary pressure on construction materials since 2020 and mortgage rates that remain
above recent averages.?

While market conditions will change over time, as a general observation, the higher density
levels associated with incentive zoning programs are more valuable in stronger residential
submarkets such as those represented in Market Tiers 2, 3 and especially 4. In other words, in
stronger submarkets, the additional units allowed through incentive programs can more easily
generate value that exceeds the cost of setting aside additional affordable units. In weaker
submarkets, the value generated by the additional units is less likely to overcome market rental
or sale conditions and the cost of the affordable housing set-asides.

1.3.1 DBO Update

The City’s Density Bonus Ordinance (DBO), an implementation of the State Density Bonus Law
(SDBL), has been effective since 2008. Since 2008, more than a dozen state bills have
significantly amended State Density Bonus Law (CA Govt. Code Sections 65915-65918). To
date, these changes have been implemented in the City through a range of administrative
Implementation Memorandums. The proposed update to DBO will bring the City into alignment
with revisions to State Density Bonus Law. The update also incorporates density bonuses and
affordability requirements available through State Assembly Bill 1287 (AB1287).

A key distinction between DBO and the three programs that comprise the Mixed Income
Incentive Program is that affordability set-aside percentages required in DBO are calculated on
the base number of units allowed by-right, whereas Mixed Income Incentive Program projects
are calculated on the total units, including units granted by the development incentives.

Key findings about the DBO program include:

e In Market Tiers 3 and 4, many for-rent incentive program scenarios are not only
feasible, but preferable to the base case 100% market-rate scenario. In most for-
sale scenarios, the added density does not provide sufficient value to outweigh the
additional costs associated with providing additional affordable set-aside units given
current market conditions. However, one for-sale scenario (100% density bonus with a
15% VLI/15% MI set aside) was preferable to the base case across multiple prototypes
in Market Tier 4.

e Developers that take advantage of the DBO program in stronger markets are likely
to choose set-aside pathways that provide VLI units. VLI units generate less
revenue per unit than LI. However, projects that provide VLI units can set aside fewer
total affordable units compared to projects that include LI units. In Market Tier 4, the per
unit effect of VLI units is offset by the revenue generated by additional market-rate units,
compared to projects that provide LI units.?

2 The ULA tax, effective since April 2023, also has an impact on returns for larger (>$5 million in value) projects,
although its effect was moderated in the model by assuming that a variety of adjustments in the market would result
in a 5% reduction in total costs for projects subject to the ULA.

3 In Market Tier 1, at the other end of the spectrum, LI unit pathways generate higher residual land values compared
to VLI pathways because there is a smaller gap in rents between market-rate and LI units.
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1.3.2 Mixed-Income Incentive Program

The Mixed Income Incentive Program focuses on establishing mixed income housing incentives
along certain major street corridors, including tools to encourage the construction of various
types of “low scale/low rise” housing to create transitions between single-family homes and mid-
rise apartment buildings. These “Opportunity Corridor” and “Corridor Transition” incentives will
be available for projects located in the City’s High and Highest Resource Areas as defined by
the CTCAC/HCD Opportunity Area Maps. Additionally, the Mixed Income Incentive Program
includes the proposed TOIA program, which will codify key elements of the Transit Oriented
Communities Affordable Housing Incentive Guidelines for sites near transit citywide.

Transit Oriented Incentive Area Program

TOIA provides density bonus incentives in exchange for affordable housing set-asides in mixed-
income residential projects near transit nodes. Both the set-aside requirements and available
bonuses increase by TOIA Tiers, where TOIA Tier 1 represents the furthest distance from a
Major Transit Stop and Tier 4 the shortest distance from a Major Transit Stop.

The City is proposing to integrate this program as a local implementation of Density Bonus law,
and the TOIA program aims to increase available density bonuses beyond current standards,
building off recent changes to state law (AB 1287) which expanded density bonuses in the state
density bonus program to up to 100 percent. The proposed TOIA also includes expanding
procedures for applicants to request off-menu incentives, which is an option that is not available
through the existing Transit Oriented Communities (TOC) program.

Key findings about the TOIA include:

e Opverall, the TOIA incentives and associated set-aside requirements should help
produce more market-rate and affordable units than would otherwise be feasible.
The analysis of proposed density bonus and affordability parameters for the City’s TOIA
program show that the scheduled incentives should provide developer applicants with
preferred returns in Market 4 and, to a lesser extent, Market Tier 3 areas.

e However, the ultimate impact of the program will depend on the set-aside
schedule selected. The City is considering a variety of potential set-aside schedules,
which could take the form of a single-tier program structure applied consistently across
the City, or a multi-tier program structure with different set-aside requirements applied in
each Market Tier. The analysis found that scenario feasibility is very sensitive to
increased affordable set-asides.

e TOIA scenarios in Market Tier 4 result in feasible prototypes across density
cohorts, even with increased affordability set-aside requirements. Under the market
conditions modeled, this is the only market tier that clearly supports the higher levels of
set-asides tested. Increasing set-aside requirements could result in fewer projects being
built, particularly in places with weaker market conditions, offsetting some of the
potential affordable housing production gains that the proposed TOIA enhancements
seek to provide.

e TOIA Schedule A — the schedule with the lowest set-asides tested — produces
similar development returns compared to DBO in residential zoned areas.* Figure
1 shows the highest residual land values achieved by prototype on residential zoned
land in Market Tier 4 under TOIA Schedule A, compared to the DBO program. As tested,
DBO projects generate higher RLVs for courtyard projects — suggesting that a profit-

“ Note that DBO was only tested on residential zoned sites, based on an analysis of recently completed projects that
showed that the majority of DBO projects occurred in residential zones (whereas projects in commercial zones were
more likely to take advantage of the TOC program, the predecessor to the proposed TOIA program).
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seeking developer may be more likely to take advantage of the DBO program where
both are available. However, TOIA Schedule A generates higher returns for the P5
prototype.

e While TOIA offers higher density bonuses than DBO, the financial benefit for
applicants is in part offset by the method of calculating affordable set-aside units
for TOIA. The TOIA program calculates affordability set-aside requirements on the total
number of units per project. This is a shift from DBO which calculates set-aside
requirements as a percentage of units allowed under density limits tied to a site’s base
zoning condition. In other words, whereas all bonus units are market-rate under DBO,
some of the bonus units are required to be set-aside as affordable under TOIA.

e In some cases, TOIA project feasibility may also be affected by counting above-
ground parking against FAR, although developers may partially offset the impact
by reducing parking ratios.TOIA projects are generally limited by FAR rather than
density, so counting above-ground parking as part of FAR has a more significant impact
on TOIA projects compared to the DBO program, where density is generally the limiting
factor. However, reducing FAR incentives for the DBO program could affect this
relationship and the relative feasibility of the two programs.

Figure 1. Highest RLV Achieved by Prototype: DBO v. TOIA Schedule A in Market Tier 4
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Comparison shows rental prototypes in residential zones.
Source: AECOM

e Developers who take advantage of the TOIA program in stronger markets are
likely to build ELI units. ELI units generate less revenue per unit than LI or VLI.
However, ELI projects still generate higher overall returns because projects that provide
ELI units are required to provide fewer affordable units, compared to projects that
provide LI or VLI units. This is consistent with the City’s experience that most projects
that have utilized the existing TOC program have built ELI units.®

Opportunity Corridors Incentive Program

The City’s proposed OC program advances a holistic vision for livable and sustainable
communities by increasing housing capacity along major streets located in Higher Opportunity

® In Market Tier 1, at the other end of the spectrum, ELI unit pathways generate higher residual land values compared
to LI/VLI pathways because there is a smaller gap between market-rate and VLI/LI units.
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Areas. This strategy will focus new housing opportunities on major corridors, particularly those
with transit access, to provide affordable housing options near transit and amenities. Incentives
available in the OC program would be provided generally in excess of incentives available in the
DBO and TOIA programs.

Key findings about the OC program are described below:

The OC incentives and associated set-aside requirements may help produce more
market-rate and affordable units than would otherwise be feasible under current
market conditions. The analysis of the proposed OC program indicates the proposed
incentives create sufficient value for developer applicants to acquire and redevelop land
in Market Tier 4 across OC areas — and, to a lesser extent, in Market Tier 3.

Similar to TOIA, the ultimate impact of the OC program will depend on the set-
aside schedule selected. For OC, the City is considering a multi-tier program structure
with different set-aside requirements applied in each Market Tier. The analysis tested a
variety of set-aside schedules. Similar to TOIA, scenario feasibility is sensitive to
increased affordable set-asides, suggesting that increased set-aside requirements could
reduce the number of projects built in lower Market Tiers, and offset the affordable
housing production gains from the proposed OC enhancements. Under the scenarios
and market conditions modeled, only Market Tier 4 clearly supports the higher set-aside
levels tested.

However, in areas zoned for residential, developers may elect to pursue DBO
rather than OC as currently proposed, although the decision will ultimately
depend on the underlying zoning and other project specifics. Figure 2 shows the
highest residual land values achieved by prototype on residential zoned land in Market
Tier 4 under OC Schedule A, compared to the DBO program. As tested, DBO projects
generate slightly higher RLVs for across prototypes—suggesting that a profit-seeking
developer may be more likely to take advantage of the DBO program in some cases.
Similar to TOIA, while OC offers higher density bonuses than DBO, the financial benefit
for applicants is in part offset by the method of calculating affordable set-aside units for
OC. In addition, the FAR limits associated with OC limit the total building footprint that
the prototypes can achieve, whereas the sites tested for DBO on residential parcels
could generally achieve higher densities within the density and FAR bonuses allowed.
Ultimately, however, the comparison between programs will depend in part on the
specific zoning district where the parcel is located. For example, reducing FAR
incentives for the DBO program could affect this relationship and the relative feasibility of
the two programs.

Figure 2. Highest RLV Achieved by Prototype: DBO v. OC (Schedule A) in Market Tier 4
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Source: AECOM

e Developers who take advantage of the OC program in stronger market areas are likely
to build ELI units. ELI units generate less revenue per unit than LI or VLI. However, ELI
projects still generate higher overall returns in Market Tier 4 because projects that provide
ELI units are required to provide fewer affordable units, compared to projects that provide LI
or VLI units. This is consistent with the City’s experience that most projects that have utilized
the existing TOC program have built ELI units. ©

Opportunity Corridor Transition Incentive Program

The City’s proposed CT program builds on the proposed OC program’s vision for livable and
sustainable communities with increased housing capacity along major streets located in Higher
Opportunity Areas. The proposed CT is the City’s strategy for promoting a diversity of lower-
scale housing typologies.

CT is an incentive-based program designed to fill the gap in housing options that exists between
detached single-family homes and the type of mid-rise apartment buildings expected to be
developed behind Opportunity Corridors. CT tiers generally reflect proximity to OC corridor
incentive areas. CT-2 is located closer to the corridors and provides density bonuses up to 10
units per parcel. CT-1 is located farther from the corridors and provides density incentives up to
6 units per parcel.

Key findings about the CT program include:

e The CT incentive program may produce housing products that are not commonly
built in LA under current conditions. This includes rental rowhouses and courtyard
apartments—two housing typologies that have historical precedent in LA but have not been
commonly built since at least 2000.” Analysis of the proposed Corridor Transition program
indicates the proposed incentives create sufficient value for developer applicants to acquire
and redevelop land in Market Tiers 3 and 4 in the CT-2 incentive area, and to a more limited
extent in the CT-1 area.

e Affordable set-asides have a bigger impact on feasibility for smaller-scale CT-1
typologies than for larger-scale CT-2 projects. In this analysis, the CT-2 typologies
(courtyard projects) typically generated higher RLVs than the CT-1 typologies (fourplexes,
row houses, and townhomes). Townhomes have long been validated by the market and can
be constructed efficiently without the use of structured or subterranean parking. However, it
is more challenging for smaller-scale CT-1 projects to bear the cost of set-aside units. Even
in Market Tier 4, CT-1 feasibility is generally limited to projects that set-aside just one Ml
unit.

e To enable a broader range of projects to benefit from the CT program, the City could
reconsider the eligibility requirements for the multi-bedroom FAR bonus. Under the
September 2024 version of the ordinance, the City allows projects that include a minimum
40% of units as three bedrooms or larger to qualify for either an additional 0.5 FAR or an
additional 11 feet in height. Larger units, such as three-bedroom apartments, typically
generate lower returns per square foot and demand more parking space per unit. This
creates a trade-off between gaining the additional FAR bonus and potentially sacrificing
financial returns. AECOM tested prototypes under a revised policy where projects with 40%

6 In Market Tier 1, at the other end of the spectrum, ELI unit pathways generate higher residual land values compared
to LI/VLI pathways because there is a smaller gap between market-rate and VLI/LI units.

" See analysis of housing typologies in “Task 3: Market Analysis: Market & Economic Study for the Density Bonus
Ordinance Update and RHNA Rezoning Program,” developed by AECOM for LACP, May 2024.
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2-bedrooms would qualify for the multi-bedroom bonus, and found improved feasibility in
Market Tiers 3 and 4.

Note that the CT results are not directly comparable with the DBO results, because the CT
prototypes are assumed to occur on different size lots (that reflect conditions on CT-eligible
parcels, rather than citywide averages) and, in the case of townhomes and rowhomes, have
reduced parking ratios. In addition, parcels that are eligible for CT may not be eligible for DBO.

1.4 Report Organization

Following this introduction, the remainder of this report is organized as follows:

e Chapter 2 summarizes key outcomes from the Market Analysis, which created a framework
for the CHIP Program Economic Analysis by establishing Market Tiers, Density Cohorts, and
Development Prototypes.

e Chapter 3 describes the methodology used to test the expected financial outcomes of the
programs.

e Chapters 4 through 7 analyze the feasibility of a proposed update to the DBO, TOIA, OC,
and CT programs, respectively.

e Chapter 8 concludes with a discussion of key findings and policy implications.
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2. Analytical Framework

Chapter 2 summarizes the methodology of AECOM'’s Market Analysis, which was prepared and
submitted in a separate report in May 2024.2 The Market Analysis created a framework for the
CHIP Program Economic Analysis by establishing the following three structures:

e Market Tiers: AECOM classified the City’s local housing markets into ‘Market Tiers’
characterized by their relative market strength. These Market Tiers are used to organize and
apply various underlying market factors (e.g., rents, sales prices, land costs) that contribute
to development potential on residential opportunity sites throughout Los Angeles.

e Density Cohorts: Density cohorts are logical groupings of maximum allowed density levels
that represent the wide variety of general zone classes, specific zoning limitations, height
districts, and other site-specific regulations and requirements that allow a great diversity of
form, scale, and density of housing across Los Angeles.

e Development Prototypes: Development prototypes are representative real estate projects
that were tested for financial feasibility in the analysis. Prototypes were tested under a base
condition (i.e., 100%-market-rate, by-right project that does not use CHIP program
incentives) and various incentive program scenarios (i.e., projects that provide affordable
housing set-asides in return for corresponding density bonuses or other incentives).

Each of these frameworks is described in detail below. The categories defined within each
structure are specific to this study and do not reflect categories currently defined by City
regulations. The three frameworks are used throughout the report to define representative
properties and streamline the analysis, to help the City understand the potential impact of the
proposed incentive programs on as many property types as possible.

2.1 Market Tiers

The market tier map used in the feasibility analyses is shown below, as defined in the Market
Analysis produced for LACP in May 2024. The Market Analysis report defines and analyzes the
following four market tiers, which range from low to high and are intended to represent the
relative strength of the residential market in different geographies across the City. As described
in the Market Analysis report, the market tiers are based on an index that accounts for rents and
for-sale prices of recently built housing, as well as the relative production of rental and for-sale
housing over the past 10 years.

Market Tier 1 (Low)
Market Tier 2 (Medium/Low)
Market Tier 3 (Medium/High)
Market Tier 4 (High)

The legend below the map shows the name of each neighborhood that corresponds to the
number labels used in the map, as well as the Community Planning Area (CPA) that each
neighborhood falls primarily within. Additional information about the market tier analysis
including the geographic unit of analysis, underlying methodology used to define the market
tiers, and key findings can be found in the Market Analysis report®.

8 “Task 3: Market Analysis: Market & Economic Study for the Density Bonus Ordinance Update and RHNA Rezoning
Program,” developed by AECOM for LACP, May 2024.
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Figure 3. Market Tiers by Neighborhood Area Map
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Figure 4. Market Tiers by Neighborhood Area Key
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Neighborhood
Adams-Normandie
Arleta

Arington Heights
Atwater Village
Baldwin Hills/Crenshaw
Bel-Air

Beverly Crest
Beverly Grove
Beverlywood

Eoyle Heights
Brentwood
Broadway-Manchester
Canoga Park
Carthay
Central-Alameda
Century City
Chatsworth
Chatsworth Reservoir
Chesterfield Square
Cheviot Hills
Chinatown

Cypress Park

Del Rey

Downtown

Eagle Rock

East Hollywood
Echo Park

El Sereno

Elysian Park
Elysian Valley
Encino

Exposition Park
Fairfax

Florence

Glassell Park
Gramercy Park
Granada Hills
Green Meadows
Griffith Park
Hancock Park
Hansen Dam
Harbor City

Harbor Gateway
Harvard Heights
Harvard Park
Highland Park
Historic South-Central
Hollywood
Hollywood Hills
Hollywood Hills West
Hyde Park
Jefferson Park
Koreatown

Lake Balboa

Lake View Terrace
Larchmont

Leimert Park
Lincoln Heights

Primary CPA

South Los Angeles

Arleta - Pacoima

West Adams - Baldwin Hills - Leimert
Northeast Los Angeles

West Adams - Baldwin Hills - Leimert
Bel Air - Beverly Crest

Bel Air - Beverly Crest

Wilshire

WWest Los Angeles

Boyle Heights

Brentwood - Pacific Palisades
Southeast Los Angeles

Canoga Park - Winnetka - Woodland Hills - West Hills

Wilshire

Southeast Los Angeles

West Los Angeles

Chatsworth - Porter Ranch
Chatsworth - Porter Ranch

South Los Angeles

West Los Angeles

Central City North

Northeast Los Angeles

Palms - Mar Vista - Del Rey

Central City

Northeast Los Angeles

Hollywood

Silver Lake - Echo Park - Elysian Valley
Northeast Los Angeles

Silver Lake - Echo Park - Elysian Valley
Silver Lake - Echo Park - Elysian Valley
Encino - Tarzana

South Los Angeles

Wilshire

Southeast Los Angeles

Mortheast Los Angeles

South Los Angeles

Granada Hills - Knollwood

Southeast Los Angeles

Hollywood

Wilshire

Arleta - Pacoima

Wilmington - Harbor City

Harbor Gateway

South Los Angeles

South Los Angeles

Northeast Los Angeles

Southeast Los Angeles

Hollywood

Hollywood

Hollywood

West Adams - Baldwin Hills - Leimert
West Adams - Baldwin Hills - Leimert
Wilshire

Reseda - West Van Nuys

Sunland - Tujunga - Lake View Terrace - Shadow Hills - East La Tuna Canyon

Wilshire
West Adams - Baldwin Hills - Leimert
Northeast Los Angeles

Los Angeles Times, AECOM
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Neighborhood
Los Feliz
Manchester Square
Mar Vista
Mid-City
Mid-Wilshire
Mission Hills
IMontecito Heights
IMount Washington
Morth Hills

Morth Hollywood
Morthridge
Pacific Palisades
Pacoima

Palms
Panorama City
Pico-Robertson
Pico-Union
Playa del Rey
Playa Vista
Porter Ranch
Rancho Park
Reseda

San Pedro
Sawtelle
Sepulveda Basin
Shadow Hills
Sherman Oaks
Silver Lake
South Park
Studio City
Sunland

Sun Valley
Sylmar

Tarzana

Toluca Lake
Tujunga
University Park
Valley Glen
Valley Village
Van Nuys
Venice

Vermont Knolls.
Vermont-Slauson
Vermont Square
Vermont Vista
Watts

West Adams
Westchester
West Hills
Westlake

West Los Angeles
Westwood
Wilmington
Windsor Square
Winnetka
Woodland Hills

Primary CPA

Hollywood

South Los Angeles

Palms - Mar Vista - Del Rey

West Adams - Baldwin Hills - Leimert
Wilshire

Mission Hills - Panorama City - Nerth Hills
Northeast Los Angeles

Mortheast Los Angeles

Mission Hills - Panorama City - Nerth Hills
North Hollywood - Valley Village
Morthridge

Brentwood - Pacific Palisades

Arleta - Pacoima

Palms - Mar Vista - Del Rey

Mission Hills - Panorama City - Nerth Hills
Wilshire

South Los Angeles

Westchester - Playa del Rey

Westchester - Playa del Rey

Chatsworth - Porter Ranch

West Los Angeles

Reseda - West Van Nuys

San Pedro

VWest Los Angeles

Encino - Tarzana

Sunland - Tujunga - Lake View Terrace - Shadow Hills - East La Tuna Canyon
Sherman Oaks - Studio City - Toluca Lake - Cahuenga Pass

Silver Lake - Echo Park - Elysian Valley
Southeast Los Angeles

Sherman Oaks - Studio City - Toluca Lake - Cahuenga Pass
Sunland - Tujunga - Lake View Termrace - Shadow Hills - East La Tuna Canyon

Sun Valley - La Tuna Canyon
Sylmar
Encino - Tarzana

Sherman Oaks - Studio City - Toluca Lake - Cahuenga Pass
Sunland - Tujunga - Lake View Terrace - Shadow Hills - East La Tuna Canyon

South Los Angeles

Van Nuys - Morth Sherman Oaks
Morth Hollywood - Valley Village
Van Nuys - Morth Sherman Oaks
Venice

South Los Angeles

South Los Angeles

South Los Angeles

South Los Angeles

Southeast Los Angeles

West Adams - Baldwin Hills - Leimert
Los Angeles Intemational Airport

Canoga Park - Winnetka - Woodland Hills - West Hills

Westlake

West Los Angeles
Westwood

Wilmington - Harbor City
Wilshire

Canoga Park - Winnetka - Woodland Hills - West Hills
Canoga Park - Winnetka - Woodland Hills - West Hills
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2.2 Density Cohort Framework

This analysis uses a framework of density cohorts as a basis for organizing site conditions in a
way that generally reflects housing typologies allowed by base zoning conditions.

This organizing framework is helpful in simplifying the wide variety of general zone classes,
specific zoning limitations, height districts, other site-specific regulations, requirements and their
many combinations, that allowed such a great diversity of form, scale, and density of housing
types across the City .The density cohorts are designed to represent categories of typical
density ranges (dwelling units per acre, or DU/AC) allowed by base zoning classes across Los
Angeles. The specific density ranges for each cohort are based on the density groups identified
in Chapter 3 of the City’s Framework Element (Policy 3.7.1), as well as an analysis of maximum
allowed densities for parcels identified in the City’s Housing Element Site Inventory.

Table 2 below shows the five density cohorts explored in this report, which include: Low Medium
I, Low Medium I, Medium, High Medium, High. For context on the prevalence of each density
cohort within the City, Table 3 also shows the total land area and estimated unbuilt capacity on
Housing Element sites by density cohort. The “Other” Cohort includes parcels that do not have a
specified maximum density in the site inventory (e.g., MU zones) or are located in zones that
are not necessarily for residential uses (e.g., OS zones).

Table 2. Density Cohorts and City of LA Housing Element Site Inventory Distribution

Max Base Density Land Area % of Land Area Unbuilt Capacity Unbuilt Capacity

Density Cohort

Range (DUAC) (AC) of Total (Units) %
Low Medium | 10 - 17 5,693 18.1% 42,465 3.4%
Low Medium Il 18 - 29 6,442 20.4% 93,554 7.5%
Medium 30-55 5,922 18.8% 190,473 15.3%
High Medium 56 - 109 8,840 28.0% 886,182 71.1%
High Medium 110 - 218 148 0.5% 27,939 2.2%
Others N/A 4,483 14.2% 5,776 0.5%
Total 31,528 ¥ 100.0% 1,246,389 100.0%

Source: City of Los Angeles Department of City Planning (LACP), AECOM

2.3 Development Prototypes

As part of the previous Market Analysis, AECOM created an inventory of housing typologies
based on various types of housing currently being developed in the City. This inventory was
supplemented by housing concepts more common in other parts of the country (e.g., row
houses, triple decker), aspirational housing developments found in other parts of southern
California (e.g., medium-density courtyard-style apartments emerging from Pasadena’s City of
Gardens Ordinance), as well as various historical forms and use concepts more reminiscent of
different eras of LA’s past (e.g., bungalow courts, “dingbat” apartments).

AECOM worked closely with City staff to distill these housing concepts into a shortlist of housing
typologies to consider for feasibility testing. Table 3 below shows the final list of prototypes
selected with the City for testing, organized by density cohort. The typologies were selected to
be broadly representative of the types of housing development likely to be built in the near
future based on recent development trends, real estate trends, and an understanding of the
design guidelines, desired built form, proposed program parameters, and policy goals of the
CHIP incentive programs analyzed in this report.
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Table 3. Overview of Prototypes Tested by Program

Prototype Overview

Density Cohort
{Density Range)

Low Medium Il
(18-29 DUAC)

Medium
{30-55 DUAC)

High Medium
(56-109 DUAC)

High
{110-218 DUAC)

Representative
Image

Revised Final Report, 02/20/2025

Prototype gram Testing by Tenure
Abbreviation %
Description F}:’:‘:‘:‘r" Sgﬁg" DBO | TOIA cT
(Typical Density) 9
4D Attached Garage &
Plex Style Surface parking For Rent For Rent
(10-35 DUAC) (2 Spaces/Unit)
T Tuck-Under G
Townhomes “(CQS ';Cee; /uiri?;‘:le For Sale For Sale
(15 - 30 DUAC) P
RH Tuck-Under Garage
Rowhouse 04 S-aceszedmgm) For Rent For Rent
{15 - 30 DUAC) 4=p
CY3 For Rent
3Story Courtyard For Rent| For Rent &
(35 - 75 DUAC) For Sale
Suhterranean Parking
(0.6 Spaces/Bedroom)
CY4
4-Story Courtyard For Rent| For Rent |For Rent
(50 - 105 DUAC)
(23]
5/6-Story Podium For Rent| For Rent |For Rent
(80 - 170 DUAC)
Podium Parking
&Subterranean Parking
(0.9/BR)
P7
SIHgIB-USB/MIX.Bd-hJSB For Rent| For Rent |Far Rent
7-Story Podium
(155 - 200 DUAC)
™ ) )
) ) Podium Parking
Single-UseMKed-USE | ¢ o\ terranean Parking |Far Rert| For Rert
Tower
(0.9/BR)
(110- 218 DUAC)

*Note that the TW prototype is limited to a height of 28 stories. Based on discussion with City staff, this represents the maximum
height limit likely to be achieved outside of Downtown Los Angeles.

Source: AECOM

AECOM
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In finalizing the list of prototypes for testing, a primary goal was to test at least one prototype in
each density cohort. This approach ensured that the final list of prototypes is broadly
representative of the base conditions present in the City, as well as the range of multifamily
development expected to be developed in the City over the next eight years. Note, however,
that in some cases the typical density ranges for each prototype span several density cohorts.
These prototypical density ranges represent the typical, market-supported range of densities
that each prototype can accommodate while maintaining the main characteristics of its base
form. Identifying a prototype density range allows flexibility to be built into the model as some
prototypes may be able to accommodate additional units associated with an incentive program
while retaining the main characteristics of the underlying prototype.

Table 4 below shows the typical unit sizes and unit mixes assumed for each prototype. Note that
for CY3, CY4, and P5 prototypes, two versions of each prototype are provided based on market
research and the assumption that as allowable density increases, developers prioritize design
changes (e.g., smaller unit size or smaller units in the unit mix to achieve a higher density
product) rather than construction type changes to improve profitability while keeping the same
construction method and associated costs.

Under state law, developer applicants that utilize the DBO are entitled to reduce parking below
required minimums. However, in recent general practice developers frequently do not take full
advantage of this incentive because of concerns about securing competitive financing for under-
parked projects given typical debt and equity underwriting requirements, as well as the ability to
market these properties once constructed. Consequently, AECOM’s analysis generally reflects
typical market parking ratios rather than statutory minimum parking requirements. Parking ratio
assumptions (Table 5) were determined by analyzing the same database used to derive the
proforma test typologies.® Above-ground parking was counted in the FAR for all projects.

Table 4. DBO, TOIA, and OC Parking Assumptions by Prototype
Parking Assumptions

4D TH CcY3 CY4 PS5 P7 TW
Associated Density Cohort Low-Med.II Low-Med.II Medium Medium High-Med. High High
3-story 4-story
L 5/6-Story 7/8-Story
Typology Description Plex-Style Townhome Courtyard- Courtyard- Podium Podium Tower
style style
Use Program Residential Residential Residential Residential Residential Residential Residential
. Surface . Underground Underground Underground
Parking Strategy &Tuck-Under Tuck-Under Underground Underground &Podium &Podium &Podium
Parking Ratio (spaces/bedroom) 2 per Unit 2 per Unit 0.60 0.60 0.90 0.90 0.90

For CT, reduced parking assumptions were tested for townhouse and rowhouse prototypes.
Source: CoStar, AECOM

Chapter 3 discusses the methodology for “stepping up” from the base case for each prototype
(i.e., 100%-market-rate, by-right projects that do not use CHIP program incentives), to incentive
program scenarios (i.e., projects that provide affordable housing set-asides in return for
corresponding incentives).

For each incentive program, a subset of relevant prototypes were selected, and the prototypes
are assigned a specific site size and zoning designation that represents where the incentive

programs are most likely to be utilized. Note that additional adjustments to the prototypes were
made during the analysis for each respective CHIP incentive program, to reflect the typical site
conditions of properties that are most likely to take advantage of the different programs. These

9 It should be noted that most examples in the database from which parking assumptions were derived are DBO and

TOC projects, and that the parking rates used by these projects were no different from the non-DBO and non-TOC
examples. Reduced parking assumptions were tested for rowhouses and townhouses for the CT program; see
Section 7.3.3 for discussion.
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adjustments are discussed in the following chapters, and detailed information on site sizes and
zoning designations by prototype and incentive program is provided in Chapters 4-7.

Table 5. Typical Unit Size (Square Feet) and Mix (Percent of Total Unit Count)

Typical Density Unit Size Unit Mix
Range | Avg | OBR | 1BR | 2BR | 3BR | 4BR | O0BR | 1BR | 2BR [ 3BR |

4D 10-35 1,250 1,050 1,200 1,400 20% 40% 40%
THRH 15-30 1,720 1,600 1,800 40% 60%
CY3 (Low Density) 35-50 1,320 1,200 1,600 70% 30%
CY 3 (High Density) 50-75 880 600 800 1,100 20% 40% 40%

CY 4 (Low Density) 50-80 1,190 1,100 1,400 70% 30%
CY 4 (High Density) 80-105 900 700 1,100 50% 50%

P5 (Low Density) 80-135 1,000 700 1,100 1,400 40% 40% 20%
PS5 (High Density) 105-170 800 600 700 1,100 20% 50% 30%

P7 155-200 700 500 700 1,000 30% 50% 20%

TW 110-218 850 600 3800 1,200 25% 50% 25%

Source: AECOM
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3. Financial Analysis Methodology

Chapter 3 describes the methodology used to test the likely financial outcomes of the incentive
programs. The chapter begins with a discussion of pro forma analysis, including the measures
of return used to gauge financial outcomes and the design of the model. The chapter then
describes the key inputs and assumptions used in the model.

3.1 Pro Forma Analysis

The analysis of CHIP program development economics uses a pro forma model to evaluate the
impacts of proposed program parameters on project returns. The model is designed to consider
programming parameters including density bonuses, height and FAR maximums, and affordable
set-asides. AECOM worked closely with City Staff to develop various combinations of affordable
housing set-asides and corresponding incentives for all four CHIP programs. These
combinations are referred to as “incentive program scenarios” throughout this analysis and
represent some of the zoning levers that can impact development feasibility.

A pro forma model is a representation of the financial returns of a hypothetical real estate
project. The pro forma model includes assumptions about development costs, operating costs
and revenues, and typical return expectations for a developer considering investment. The
impacts and financial feasibility of different incentive scenarios can be explored through
adjusting various model inputs.

The analyses of the various CHIP programs employ a “static” pro forma approach which
calculates potential project value at an assumed point of project stabilization. This calculation is
made at the assumed year that a for-sale project is fully sold or that a rental project achieves
stabilized occupancy and can be sold to an investor who will value based on project cash flows.
Static pro forma analysis is a commonly accepted approach to planning-level analysis where
comparisons between multiple projects and policy options must be made. ™

3.1.1 Measures of Return

The measure of financial return used in the analysis is residual land value (RLV). RLV is a
common approach used in planning exercises to explore and compare financial outcomes of
policy proposals. RLV is the amount that remains after estimated project cost is deducted from
estimated project value and represents the amount a developer should be willing to pay for land.

There are two RLV standards used to gauge the expected financial outcomes of the incentive
program scenarios tested in this analysis: “feasibility” and “preferability.”

e Feasibility. For the purposes of this analysis, feasibility is a determination of whether the
incentive program scenario generates RLV that is consistent with market land value. If
a scenario generates RLV that is equivalent to or greater than the market standard, it is
considered feasible.

e Preferability. Preferability tests whether the incentive program scenario generates RLV
that is greater than a base case scenario, where the base case scenario is a 100%-

0 While a developer may use static pro formas to initially assess a project opportunity, project underwriting by
investors and lenders requires a discounted cash flow approach, which estimates project costs and revenues over
time up to and past the point of stabilization. A discounted cash flow analysis allows different investor returns and
return expectations as well as the time value of money factors to be considered. However, while necessary for
investor decision-making, a cash flow model is too sensitive to investor-specific assumptions and in general too
complex to allow for efficient comparison of policy options.
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market-rate, by-right project that does not use CHIP program incentives. If the incentive
program scenario generates an RLV that is equivalent to or greater than the base case, it is
considered preferable.

Table 6 summarizes the market land value thresholds used in the pro forma testing by Market
Tier and incentive program. As described further in Section 3.3.2, these thresholds are derived
from market research on land costs from sets of recent transactions that are relevant to each
respective program. When the model resulted in a higher RLV than the market land value, the
project is assumed to be feasible. If the model resulted in a lower RLV than the market land
value, the project is assumed to be infeasible under current market conditions.

Table 6. Market Land Value ($/Sq. Ft. of Land) Threshold for Feasibility by Program

RLY Baseline
DBO TOIA ocC CT
Market Tier 1
Residential $140 $140 $140 $90
Commercial - $115 $115 -
Market Tier 2
Residential $145 $145 $145 $160
Commercial - $170 $170 -
Market Tier 3
Residential $175 $175 $175 $215
Commercial - $185 $185 -
Market Tier 4
Residential $230 $230 $230 $225
Commercial - $240 $240 -

Source: Redfin, CoStar, AECOM

3.1.2 Pro Forma Model Design

The pro forma model developed for this analysis was designed to test the financial impact of
various levels of affordable housing set-asides and corresponding incentive levels (the
“‘incentive program scenarios”). The model’s workflow involves three general components for
each development prototype:

1. Calculating the built capacity of the base case scenario for each prototype (for DBO
and TOIA only)."

2. “Stepping up” the prototype to calculate the built capacity of each incentive program
scenario, i.e. the maximum unit count assuming the project provides a given level of
affordable housing set-aside and takes advantage of corresponding incentives.

3. Calculating the financial outcomes of the base case and incentive program scenarios.

" For OC, there is no base case because the analysis modeled the feasibility of prototypes that achieved the
maximum densities within each incentive area (limited by height and FAR), rather than “stepping up” from a base. For
CT, there is no base case calculation because the CT program will primarily be applied to redevelopment of single-
family lots or similarly scaled, low-density residential uses. Since the market land value is based on recent
transactions of single-family lots, “feasibility” and “preferability” are effectively the same for CT.
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These steps are described in more detail below.

Step 1. Calculating the built capacity of each base case scenario

As an initial step of the process, the model determines the likely unit count developed in the
base case. This initial built capacity is determined by a combination of zoning regulations,
including allowable density, FAR, and building heights based on specific zoning programs, as
well as the capacities of the prototypes themselves.

For example, in the DBO program, the CY4 prototype is assumed to be developed on a 15,000
sq ft parcel in R3-1 zone (see Table 20). The lower-density CY4 can accommodate up to 27
units on this site size based on its height and density design. Under the zoning requirement of
R3-1, a CY4 prototype can build up to 30 units with a FAR of 3.0, up to 18 units based on an
allowable density of 54.45 DUAC, or up to 35 units with a maximum height of 45 feet. Therefore,
considering all the restrictions mentioned, the base scenario for a CY4 development would be
18 units. In this case, the "limiting factor" of the built capacity is the allowable density set by the
zoning regulations.

Throughout the model, above ground parking square footage is counted towards overall FAR
limits, consistent with the City’s proposed policies for the CHIP programs.

Step 2. “Stepping up” the prototype

In the second step of the process, the model calculates the total capacity that the developer can
access by making use of a given incentive program and picks the corresponding prototype that
would result.

When the incentive program scenarios enable more density than what the prototypes at the
base can provide, then the model looks for the next tier of prototypes, also called the “stepping
up mechanism” in this report. When the scenario “steps up” from one prototype to a higher
density one, the model assumes the site dimensions of the new higher density prototype but
same underlying zoning.'? For scenarios involving unlimited density, such as those seen in TOIA
and OC projects, the ultimate cap on density is assumed to be a TW height limit of 28 stories.

For example, for a project for which the base scenario is a lower-density CY4 prototype, when
the incentive program scenario exceeds 78 DUAC, which is the limit of its density capacity, the
model, before upgrading to the prototype to P5, first steps up to a higher density version of CY4
with smaller unit sizes (reduced from 1,190 sf to 900 sf) and a different unit mix (changed from
70% two-bedroom and 30% three-bedroom to 50% one-bedroom and 50% two-bedroom).
When the incentive program scenario exceeds 105 DUAC, the project then steps up to a CY5
prototype. In the case of upgrading from one prototype to a completely different prototype (e.g.,
from CY4 to P5), the site being tested will increase from 15,000 sq ft to 22,500 sq ft, while the
underlying zoning remains the same (i.e., R3-1, as used for CY4).

Step 3. Calculating the financial outcomes of each incentive program scenario

In the third step of the process, the model calculates the financial outcomes of base case
scenario and each incentive program scenario.

To do this, the model first calculates the set-aside requirement, i.e. the number of affordable
units by income level. " All fractional calculations are rounded up. For example, the same

12 Reflects ingenuity of developers for finding adequate development sites, either through site consolidation and/or
market knowledge of sites appropriate for prototypes that can accommodate higher densities
'3 For the DBO program, the calculation of the set-aside requirement is based on maximum permissible by-right

units—i.e., total potential units before application of a density bonus. For example, for a project in a zone allowing
100 units seeking a 50-unit 50% density bonus and setting aside 10% as affordable, the set-aside requirement is 10
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density bonus applied to a project with a base of 75 units results in a total unit count of 112.5,
which is rounded to 113. The 8% set-aside requirement then computes to 9.04 units, which is
rounded up to 10.

Next, the model incorporates market-tier-specific assumptions (such as rent, cap rate, vacancy
rates, etc.) and prototype-specific assumptions (such as construction costs, parking
requirements, etc.) to calculate project revenues and costs. The key inputs and assumptions
used to calculate revenues and costs are described below in Section 3.2.

Finally, the model deducts the estimated project cost from the estimated property value to arrive
at the RLV. As described above, if a scenario generates RLV that is equivalent to or greater than
the market standard, it is considered feasible. If the incentive program scenario generates a
RLV that is equivalent to or greater than the base case scenario, it is considered preferable.

3.1.3 Incentives Tested

This analysis tests the impact of density, height, and FAR incentives (sometimes referred to as
“base incentives”) that are being considered by the City. The specific incentives tested for each
respective program are described in Chapters 4-7, below.

Note that in addition to density, height, and FAR incentives, the DBO and Mixed Income
Incentive Program also include incentives related to setbacks, lot width, open space, lot
coverage, and other zoning requirements that are not tested in this analysis. It is assumed that
the development projects tested may take advantage of additional incentives to maximize
density, height, and FAR.

3.2 Key Inputs and Assumptions

This section describes the key revenue and cost inputs used in the pro forma analysis.

3.2.1 Revenues

Market-rate Rents

Table 7 shows the market-rate rent assumptions used in the analysis by typology, market tier,
and bedroom count. Market rents are based on analysis of recent asking rent rates from CoStar
data on 1,407 multifamily projects constructed since 2018 in Los Angeles. To reflect likely rent
appreciation that will occur from construction through project stabilization, a 5% premium has
been added to the market-based findings.™

units (10% of 100) and not 15 units (10% of 150). This is the approach used by the current adopted DBO and the
State Density Bonus Law. For the TOIA and OC program, the set-aside requirement is based on total project units
including density bonus units. For example, for a project with 100 base units and a 50% density bonus requiring that
8% of units be set aside as Extremely Low Income (ELI), there are 150 total units (50 density bonus units added to
the 100 base) of which 12 (8% of 150) are set aside as ELI.

" Forthe CT program analysis, the parking ratio for the prototypes is reduced and the rent is assumed to decrease
by 5% from typical market rates based on market research.
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Table 7. Market Rent

$Sq.Ft.

Revised Final Report, 02/20/2025

$/Unit

Typology
4D

Studio
1-BR
2-BR
3-BR
4-BR
TH/RH
1-BR
2-BR
3-BR
4-BR
CY3
Studio
1-BR
2-BR
3-BR
4-BR
CY4
2-BR
3-BR
4-BR
Ps
Studio
1-BR
2-BR
3-BR
P7
Studio
1-BR
2-BR
3-BR
4-BR
™
Studio
1-BR
2-BR
3-BR
4-BR

Market Tier 1 Market Tier 2 Market Tier 3 Market Tier4 Sq.Ft.f Unit Market Tier 1 Market Tier 2 Market Tier 3 Market Tier 4

$3.15
$3.15
$2.90
$2.65
$2.35

$3.15
$2.90
$2.65
$2.35

$2.90
$2.65
$2.35
$2.10
$2.10

$2.35
$2.10
$2.10

$3.15
$2.90
$2.85
$2.35

$3.35
$3.05
$2.75
$2.50
$2.20

$3.15
$2.90
$2.65
$2.35
$2.35

$3.40
$3.40
$3.15
$2.90
$2.65

$3.40
$3.15
$2.090
$2.65

$4.20
$3.95
$3.70
$3.15
$3.15

$3.70
$3.15
$3.15

$4.20
$3.95
$3.70
$3.40

$4.40
$4.10
$3.90
$3.55
$3.35

$3.95
$3.70
$3.40
$3.15
$2.90

$4.45
$4.45
$4.20
$3.70
$3.40

$4.45
$4.20
$3.70
$3.40

$4.75
$4.20
$3.95
$3.40
$3.40

$3.95
$3.40
$3.40

$4.45
$4.20
$3.95
$3.70

$4.75
$4.40
$4.10
$3.90
$3.55

$4.20
$3.95
$3.70
$3.40
$3.40

$5.25
$5.25
$4.75
$4.45
$4.20

$5.25
$4.75
$4.45
$4.20

$5.00
$4.45
$4.20
$3.70
$3.70

$4.20
$3.70
$3.70

$5.00
$4.45
$4.20
$3.95

$5.25
$4.75
$4.40
$4.10
$3.90

$5.25
$5.00
$4.75
$4.45
$4.45

550
700
1,050
1,200
1,400

800
1,250
1,550
1,900

600
800
1,200
1,600
1,900

1,100
1,400

600
700
1,100
1,400

500
700
1,000
1,400
1,700

500
800
1,200
1,700
2,000

$1,730
$2,210
$3,030
$3,150
$3,310

$2,520
$3.625
$4.108
$4 465

$1.730
$2,100
$2,840
$3.360
$3,990

$2.600
$2,940

$1,890
$2,020
$2,890
$3,310

$1.680
$2.130
$2,730
$3.530
$3.750

$1,890
$2,310
$3,150
$4,020
$4.730

$1.880
$2.390
$3,310
$3.470
$3.680

$2,720
$3,938
$4,495
$5,035

$2,520
$3,150
$4.410
$5,040
$5,990

$4,040
$4,410

$2,520
$2,760
$4,040
$4,780

$2,210
$2,870
$3,890
$5,000
$5,710

$2,360
$2,940
$4,100
$5,360
$9.780

$2,450
$3,120
$4.410
$4,410
$4.780

$3,560
$5.250
$5,735
$6,460

$2.840
$3,360
$4,730
$5 460
$6,480

$4.330
$4,780

$2,680
$2,940
$4.330
$5,150

$2,360
$3,090
$4,100
$5.440
$6,070

$2,520
$3,150
$4.,410
$5,800
$6.630

$2.890
$3.680
$4,980
$5,380
$5.880

$4,200
$5,933
$6,898
$7,980

$2,990
$3,570
$5,040
$5,880
$6,980

$4.620
$5,150

$2,990
$3,120
$4.620
$5,510

$2,630
$3,310
$4,410
$5.730
$6,600

$3,150
$3.990
$5,670
$7.590
$8.930

Source: CoStar, AECOM

Market-rate For-Sale Pricing

Market for-sale pricing is based on a set of 405 recent residential sales transactions drawn from
Redfin/MLS. Table 8 shows pricing assumptions categorized by Market Tier, prototype, and

bedroom. To reflect likely value appreciation that will occur from construction through project
stabilization, a 5% premium has been added to the market-based findings.

AECOM
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Table 8. Market Sale Prices

$/Sq.Ft. | $/Unit

TyPology | \iarketTier1 MarketTier2 MarketTier 3 MarketTierd Sq.Ft/Unit MarketTier1 MarketTier 2 Market Tier 3

4D
2BR $475 $550 $625 $650 1,050 $498,750 $577,500 $656,250
3BR $450 $525 $575 $600 1,200 $540,000 $630,000 $690,000
4BR $375 $475 $525 $550 1,400 $525,000 $665,000 $735,000
TH/RH
2BR $500 $575 $700 $975 1,500 $750,000 $862,500 $1,050,000
3BR $450 $525 $650 $925 1,800 $810,000 $945,000 $1,170,000
CY3
Studio $675 $800 $900 $1,150 600 $405,000 $480,000 $540,000
1BR $650 $750 $875 $1.050 800 $520,000 $600,000 $700,000
2BR $625 $725 $850 $1,025 1,200 $750,000 $370,000 $1,020,000
3BR $550 $650 $750 $1.000 1,600 $880,000 $1,040,000 $1,200,000
CcY4
2BR $625 $725 $850 $1.025 1,100 $687,500 $797,500 $935,000
3BR $550 $650 $750 $1.000 1,400 $770,000 $910,000 $1,050,000
P5
Studio $675 $825 $950 $1.150 600 $405,000 $495,000 $570,000
1BR $650 $800 $925 $1,125 700 $455,000 $560,000 $647.,500
2BR $625 $750 $900 $1.100 1,100 $687,500 $825,000 $990,000
3BR $600 $700 $875 $1,075 1,400 $840,000 $980,000 $1,225,000
P7
Studio $675 $825 $950 $1,150 500 $337,500 $412,500 $475,000
1BR $650 $800 $925 $1.125 700 $455,000 $560,000 $647,500
2BR $625 $750 $900 $1.100 1,000 $625,000 $750,000 $900,000
3BR $600 $700 $875 $1.075 1,400 $840,000 $980,000 $1,225,000
TW
Studio $625 $725 $850 $1,100 600 $375,000 $435,000 $510,000
1BR $600 $700 $825 $1.000 800 $480,000 $560,000 $660,000
2BR $525 $625 $725 $3900 1,200 $630,000 $750,000 $870,000

Market Tier 4

$682,500
$720,000
$770,000

$1.462,500
$1.665,000

$690,000

$840,000
$1,230,000
$1,600,000

$1.127,500
$1.400,000

$690,000

$787,500
$1,210,000
$1,505,000

$575,000

$787,500
$1.100,000
$1.505,000

$660,000
$800,000
$1,080,000

Source: Redfin, AECOM

AECOM 31



CHIP Program Economic Analysis Revised Final Report, 02/20/2025

Affordable Rents

Assumed affordable rents are based on the City’s published schedules' and the utility
allowance schedule published by the Housing Authority of the City of Los Angeles (HACLA)
based on Area Median Income (AMI).'® The analysis includes Extremely Low Income (ELI at
30% AMI), Very Low Income (VLI at 50% of AMI), Low Income (LI at 60% AMI), and Moderate
Income (MI at 110% AMI) units. The calculations for supportable affordable rents by income tier
are shown in Table 9.

Table 9. Affordable Rents

Supportable Affordable Rents (Monthly)

ELI VLI LI Mi
30% AMI 50% AMI 60% AMI 110% AMI
Allocated Housing Cost'
1-Person Household (Studio) $486 $809 $971 $1,781
2-Person Household (1BR) $555 $925 $1,110 $2,035
3-Person Household (2BR) $624 $1,041 $1,249 $2,289
4-Person Household (3BR) $694 $1,156 $1,388 $2,544
5-Person Household (4BR) $749 $1,249 $1,499 $2,747
Utilities®
1-Person Household (Studio) $107 $107 $107 $107
2-Person Household (1BR) $142 $142 $142 $142
3-Person Household (2BR) $174 $174 $174 $174
4-Person Household (3BR) $209 $209 $209 $209
5-Person Household (4BR) $259 $259 $259 $259
Total Available for Rent Payment
1-Person Household (Studio) $379 $702 $864 $1,674
2-Person Household (1BR) $413 $783 $968 $1,893
3-Person Household (2BR) $450 $867 $1,075 $2,115
4-Person Household (3BR) $485 $947 $1,179 $2,335
5-Person Household (4BR) $490 $990 $1,240 $2,488

Source: Housing Authority of the City of Los Angeles (HACLA); Los Angeles Housing Department (LAHD), AECOM

Notes: (1) Allocated Housing Cost for Extremely Low, Very Low, Low income, and Moderate tiers from Los Angeles Housing
Department - 2023 Income and Rent Limit - Land Use Schedule VI, Effective Date: August 1, 2023. AMI is $98,200.

(2) Housing Authority of the City of Los Angeles's (HACLA) Ultility Allowance Schedule, Effective 12/01/2023. AECOM assumes
trash collection is excluded from tenant costs.

Affordable For-Sale Pricing

Assumed pricing for affordable for-sale prices are based on an estimated monthly household
cost calculated using the HCD’s published schedules,’’ the utility allowance schedule published
by the Housing Authority of the City of Los Angeles (HACLA),'® and estimates for HOA fees,

15 LAHD Schedule 6: https://housing?2.lacity.org/wp-content/uploads/2024/03/2023-Income-and-Rent-Limits-LU-
Schedule-6-HCD-New-Address.pdf

HACLA Utility Allowance Schedule:
https://www.hacla.org/sites/default/files/Section%208/Utility % 20Allowances/Utility % 20Allowance % 20Effective %20202
3-12-01.pdf

7 HCD 2023 State Income Limits: https://www.hcd.ca.gov/sites/default/files/docs/grants-and-funding/income-limits-
2023.pdf

8 HACLA Utility Allowance Schedule:
https://www.hacla.org/sites/default/files/Section%208/Utility % 20Allowances/Utility % 20Allowance % 20Effective %20202
3-12-01.pdf
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homeowner insurance, and property tax. Supportable for-sale value is derived after assuming a
5% down payment, which is a typical required minimum for affordable units. The calculations for
affordable for-sale pricing are shown in Table 10.

Table 10. Affordable Sale Prices

ELI VLI LI Mi
30% AMI 50% AMI 70% AMI 110% AMI
Allocated Housing Cost'
1-Person Household (Studio) $7,950 $13,245 $18,543 $26,478
2-Person Household (1BR) $9,090 $15,135 $21,189 $30,240
3-Person Household (2BR) $10,230 $17,025 $23,835 $34,038
4-Person Household (3BR) $11,355 $18,915 $26,481 $37,800
Utilities®
1-Person Household (Studio) $1,284 $1,284 $1,284 $1,284
2-Person Household (1BR) $1,704 $1,704 $1,704 $1,704
3-Person Household (2BR) $2,088 $2,088 $2,088 $2,088
4-Person Household (3BR) $2,508 $2,508 $2,508 $2,508
HOA®
1-Person Household (Studio) $685 $1,141 $1,597 $2,280
2-Person Household (1BR) $793 $1,321 $1,849 $2,640
3-Person Household (2BR) $901 $1,501 $2,101 $3,000
4-Person Household (3BR) $991 $1,651 $2,311 $3,300
Home Owners Insurance*
1-Person Household (Studio) $1,007 $1,007 $1,007 $1,007
2-Person Household (1BR) $1,150 $1,150 $1,150 $1,150
3-Person Household (2BR) $1,330 $1,330 $1,330 $1,330
4-Person Household (3BR) $1,853 $1,853 $1,853 $1,853
Property Tax’
1-Person Household (Studio) $904 $1,782 $2,660 $3,977
2-Person Household (1BR) $989 $1,990 $2,993 $4,493
3-Person Household (2BR) $1,073 $2,198 $3,325 $5,015
4-Person Household (3BR) $1,090 $2,342 $3,596 $5,472
Available for Mortgage Payment
1-Person Household (Studio) $4,071 $8,031 $11,995 $17,930
2-Person Household (1BR) $4,455 $8,971 $13,494 $20,254
3-Person Household (2BR) $4,838 $9,908 $14,991 $22.605
4-Person Household (3BR) $4,914 $10,561 $16,213 $24,668
Supportable Mortgage®
1-Person Household (Studio) $71,488 $141,040 $210,641 $314,863
2-Person Household (1BR) $78,235 $157,544 $236,965 $355,675
3-Person Household (2BR) $84,968 $173,992 $263,253 $396,960
4-Person Household (3BR) $86,296 $185,467 $284,716 $433,185
Supportable Sales Price (rounded)
1-Person Household (Studio) $75,300 $148,500 $221,700 $331,400
2-Person Household (1BR) $82,400 $165,800 $249,400 $374,400
3-Person Household (2BR) $89,400 $183,100 $277,100 $417,900
4-Person Household (3BR) $90,800 $195,200 $299,700 $456,000

Source: Housing Authority of the City of Los Angeles (HACLA); California Housing and Community Development (HCD), Los
Angeles Housing Department (LAHD), AECOM

Notes: (1) Area Median Income limits for Extremely Low, Very Low, Low income, and Moderate tiers from California Department of
Housing and Community Development (HCD) — 2023 State Income Limits. AMI is $98,200.

(2) Housing Authority of the City of Los Angeles's (HACLA) Utility Allowance Schedule, effective 12/01/2023; AECOM assumes
trash collection is excluded from tenant costs.

(3) AECOM estimate assuming developer indexes HOA fees to affordability.
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(4) Calculated as 0.19% of market value of the unit (derived from medians for home value and insurance rates, 2021 California).
(5) 1.2% of sales price.

(6) 30-year mortgage, 3.95% rate (based on annual average 2013-7/22/2022).

(7) A 5% down payment is a typical minimum for affordable for-sale units.

Exit Capitalization Rates

The assumed capitalization rate for a rental project at stabilization is 4.5%, based on data from
CBRE and CoStar.

3.2.2 Costs and Expenses

Hard (Direct) Costs

Assumptions used in the scenario pro forma models for vertical improvement costs were
developed from several sources including RS Means, developer interviews, recent completed
comparable projects, and selected inputs from AECOM cost estimators. Table 11 summarizes
construction costs for building structures and parking structures. The hard costs are universal
across different programs.

It is important to note that construction costs have been greatly impacted by inflation since 2020
stemming largely from the global pandemic and the Ukraine war. According to Federal Reserve
Economic data (FRED) construction cost index, from 2020 through September 2023,
construction costs have inflated at 10% annually resulting in costs that in September 2023 were
42% higher than in January 2020. The costs assumed in the scenario pro forma analysis are
based on 2022 RS Means data, escalated by 10% to estimate 2023 costs.

Table 11. Hard Costs

Prototype Code 4D-R TH [ &] CcY4 P5 P7 TW
Site Improvement Work (Per Site SF) $5 $10 $10 $10 $10 $10 $10
Building Hard Cost (Per Bldg SF) $233 $215 $220 $208 $202 $238 $209
Parking Hard Costs (Per Space)
Surface $2,500 $2,500 $2.500 $2,500 $2,500 $2,500 $2,500
Tuck-Under $23,900 $23,200 $23,800 $22400 $21,800 $25,700 $22600
Podium $10,000 $10,000 $36,600 $36,600 $36,600 $34,300 $33,000
Underground $10,000 $10,000 $49.000 $47.300 $43.600 $44.100  $41,300

Source: RS Means, AECOM

Soft (Indirect) Costs

Soft (indirect) costs include all other necessary expenses required to complete the development
process. Indirect costs are generally calculated as a percentage of hard (direct) costs using the
assumptions shown in Table 12.

Table 12. Indirect Costs

Indirect Costs

Architecture and Engineering Fee 6% of all direct costs
Permits and Fees $35 per gross sf
Legal, Insurance, Warranty 2% of all direct costs
Marketing $2,000 per unit
General and Administrative 1% of all other indirect costs
Developer Fee 4.5% of all direct costs
Soft Cost Contingency 5% of all other indirect costs

Source: AECOM
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Land Costs

Land cost assumptions are based on a market review of recent transactions and used to
establish a basis for financial feasibility. '

For the DBO, TOIA, OC programs, the land transaction set consists of 278 comparable land
transactions drawn from CoStar that occurred in the City of Los Angeles between January 2021
and September 2023.2° The dataset was filtered to exclude transactions with incomplete data,
transactions for sites smaller than 0.11 acres (5,000 square feet) and transactions for sites
larger than 5 acres. The size filtering is intended to eliminate outliers, non-standard, and non-
representative land transactions from the set. To adjust the nominal value of transactions that
took place in 2021 and 2022 to 2023 values, AECOM normalized the dataset by applying
County annual land value growth rates based on assessor data.

To assess scenario feasibility, the land value basis is set at the first quartile measure from the
transaction set, an approach that sets the threshold for feasibility below the measured median
land cost. This is intended to reflect the wide range of land costs observed in each market tier
and to generate findings that are broadly representative of the area assessed. Both first quartile
and median land values are shown in the tables below.

Table 13. DBO, TOIA and OC Land Costs

$/Land Square Foot®

n' 1st Q Median

Market Tier 1

Residential 24 $140 $160

Commercial 40 $115 $140
Market Tier 2

Residential 31 $145 $175

Commercial 27 $170 $230
Market Tier 3

Residential 34 $175 $215

Commercial 17 $185 $405
Market Tier 4

Residential 56 $230 $275

Commercial 49 $240 $375
Citywide

Residential 145 $165 $220

Commercial 133 $145 $220

Sources: Redfin, CoStar

(1) Transactions in the City of Los Angeles between 1/1/2021 and 9/2023 on residentially zoned sites tagged as "land" and filtered
to exclude transactions with incomplete data and on parcels less than 5,000 sq.ft. or greater than 5 acres.

(2) In $2023. Transactions that took place in 2021 and 2022 normalized to 2023 by applying County annual land value growth rates
(from Assessor Data).

(3) The DBO program is only tested on residential parcels.

"9 Assumes minimal or no acquisition costs for the existing building are assumed; the development site is acquired
based on its land value. The analysis also assumes that replacement unit requirements do not apply to the tested
scenarios, or if any replacement units are required the scenarios would provide enough affordable housing to meet
the minimum requirements stipulated in SEC. 151.28 of the Los Angeles Municipal Code.

20 The ULA tax has been in effect since April 2023. It has been hypothesized that ULA could apply downward
pressure on land values. However, in the assessed land transaction set (which includes a relatively low number of
land transactions since 4/1/23), there is no evidence that any softening of land values has yet occurred.
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For the CT program, land cost assumptions are based on a market review of recent
transactions of eligible CT sites. The approach assumes that the CT program will primarily be
applied to redevelopment of single-family lots or similarly scaled, low-density residential uses.

AECOM estimated land costs using a set of recent single-family home sales, sourced from
Redfin, consisting of 51 transactions in the City between January 2021 and September 2023.
These transactions were cross-referenced with a set of eligible CT sites provided by City staff.
The set was further filtered to exclude transactions of sites smaller than 4,000 square feet. The
size filtering is intended to eliminate outliers, non-standard, and non-representative land
transactions from the set.

Single family homes and similar properties found throughout Los Angeles vary widely in parcel
size, quality of existing buildings, and type of location. These factors contribute to a wide range
of land costs observed in each market tier. To account for this wide range, this analysis uses the
median price (sales price/land square feet) of the recent transactions to broadly represent the
market value of land in each market tier and determine project feasibility. The median land
values for each market tier are shown in the table below. The first quartile of land values is also
shown for reference and to indicate redevelopment potential at the lower end of the price range.

The median rather than the first quartile value was used for CT because the program is
designed to encourage redevelopment of single-family uses and similarly small-scaled low-
density residential uses within Higher Opportunity Areas. Decades of limited development
coupled with a scarcity of land suitable for single-family development have led to high single-
family home values and a high threshold for feasibility for CT projects.

Table 14. CT Land Costs

MM Land Values $/Land Square Foot
1st Q Median
Market Tier 1 8 $90 $120
Market Tier 2 2 $160 $170
Market Tier 3 10 $215 $220
Market Tier 4 31 $225 $320
Citywide 51 $195 $235

(1) Transactions of single-family houses in the City of Los Angeles between
03/2022 and 04/2023 on the lots above 4,000 sq.ft.

(2) All numbers are rounded off to the nearest 5

Source: Redfin, AECOM

Financing Costs

Assumptions for construction loan financing are as follows, reflecting typical underwriting
assumptions: 65% loan to cost (LTC), 50% average loan balance, 2.5% loan fees, 7.5% interest
rate, and a 2-year construction period.

Return Threshold

The assumed threshold yield on cost used is 12-13% of total costs before land depending on
tenure types and prototypes or 10% of total costs after including land. While actual threshold
return expectations may vary widely by project, by investor, by market, and by perceived risk,
this yield on cost threshold is commonly assumed in planning-level analysis.
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3.2.3 Policy and Regulatory Costs

Affordable Housing Linkage Fee

The City’s Affordable Housing Linkage Fee (AHLF) charges a fee on market-rate development,
which is used to fund the creation of affordable housing across the City. As specified in
Municipal Code Section 19.18, residential projects dedicate at least 40% of units to Ml
households, or at least 20% of units to LI households, or at least 11% of units to VLI
households, or at least 8% of total units to ELI units, are exempt from the AHLF.

Linkage fees are applied to the base case (100% market-rate) scenarios, assuming fees are
drawn from the schedule effective as of July 1, 2023. All TOIA and OC incentive program
scenarios are exempt from the AHLF because these programs are structured so that projects
achieve affordability levels that meet the AHLF program exemptions.

For DBO and CT, some incentive program scenarios meet the AHLF program exemptions and
others do not. This is determined for each scenario based on the percentage of units dedicated
to affordable housing by income level.?’

Under the existing DBO program, City staff have observed that developers will sometimes
contribute an additional affordable unit or minimum number of units required to qualify a project
for a Linkage Fee exemption. City staff also noted informal feedback from the development
community suggesting that paying the Linkage Fee (not qualifying for an exemption) presents
enough of a burden on DBO project economics to cause applicants to withdraw proposals. This
analysis assumes the developer would opt to pay the linkage fee rather than build more
units or otherwise restructure the project to qualify for exemptions. Although analyzing the
impacts of the Linkage Fee on project economics was not a component of this study,
exploratory testing suggests that Linkage Fee payments have a relatively small impact on
typical project feasibility.>

ULA Tax

The ULA tax became effective in the City on April 1, 2023, and is applied to all transactions
valued at over $5 million. The tax rate for transactions between $5 and $10 million is 4% and
5.5% for transactions over $10 million. The impacts of the tax on development costs are
complex and will affect different projects differently. For example, a project that includes an
initial land acquisition, improvements to the site, and sale of the finished project could incur the
ULA tax twice: first on the land sale and second on the sale of the improved project. On the
other hand, projects that are valued at less than $5 million will never incur the tax. The tax also
does not affect owner-operators directly since it is only incurred upon sale.

The analysis assumes the seller pays the ULA tax but does not “pass it on” to the buyer. For
example, on the initial land transaction, the seller absorbs the tax, resulting in a land value that
is effectively lower than the market rate for the seller but not the buyer. Likewise, for the
transaction of a finished project, the seller absorbs the tax, which again effectively lowers
project value for the seller but not the buyer.

21 Note that for the DBO program, the set-aside calculation is based on the base density. Therefore, some projects
have nominal set-asides that suggest they would be eligible for the AHLF exemption, but may still be subject to the
fee based on the actual percentage of affordable units provided. For example, a project with a 50% density bonus
and a 15% VLI set-aside may seem to be exempt from the linkage fee. However, after applying the density bonus,
VLI units could account for only 10% of the total units built and the developer would be required to pay the linkage
fee. It is also important to note that linkage fee exemption thresholds are based on projects offering single-
affordability pathways set-asides and are not designed to give partial credit for meeting the exemption standards
using set-asides for mixed-affordability pathways.

2 For example, for the DBO base case scenarios, linkage fees make up an average of 1.3-3.5% of total project
costs.
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Developers are reportedly contemplating various strategies for offsetting the impact of ULA on
project economics. Anecdotally, these include (but are not limited to): longer-term holds that
allow owners to pay down debt through cashflow growth; increased use of condominium tract
maps to reduce transaction values to below the $5 and $10 million thresholds; and strategies to
reduce development and construction costs. It is possible ULA will also apply downward price
pressure on land costs (although at the time of this analysis, this land cost decrease had not
been observed).

To model the impact of ULA on development economics, the analysis assumes project
applicants will deploy a variety of strategies to lower costs for projects that trigger ULA. To
reflect this assumption, for project values that trigger compliance with ULA, the analysis
assumes a 5% reduction in costs compared to a project that does not trigger ULA compliance.
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4. Density Bonus Ordinance (DBO)
Incentive Program

4.1 Overview

Chapter 4 tests the economics of the City’s Density Bonus Ordinance (DBO), which serves as
the City’s primary mechanism for implementing California’s State Density Bonus Law. Proposed
changes to the City’s local DBO include procedural updates as well as revisions that will affirm
consistency between the Los Angeles Municipal Code and State Density Bonus Law (SDBL).?®
This chapter outlines the major changes to the SDBL and how the City’s proposed DBO update
aims to incorporate these new legal parameters. The chapter then provides a description of the
incentive program scenarios that were tested, and a discussion of the results of the analysis.
The chapter concludes with a summary of findings about the proposed DBO update.

4.2 Proposed DBO Update

The City’s DBO, an implementation of the SDBL, has been effective since 2008. Since 2008,
more than a dozen state bills have significantly amended the SDBL (CA Govt. Code Sections
65915-65918). To date, these changes have been implemented in the City through a range of
administrative Implementation Memorandums. The proposed update to DBO will bring the City’s
local Density Bonus program into full alignment with the current SDBL and will incorporate the
most recent changes to the affordable set-aside schedule and additions to the density bonus
structure that went into effect on January 1, 2024 under recent legislation, including CA State
Assembly Bill 1287 (AB1287). AB 1287 amended SDBL to increase the production of housing
units set-aside for Very Low Income and Moderate Income households by enabling additional
density bonuses above 50% (the maximum previous to AB 1287) for projects providing
additional restricted affordable units.

Under the proposed DBO update, applicants can achieve varying levels of density bonus by
providing different set asides of VLI, LI, or Ml units. For the purposes of this analysis, the
methods of calculating set asides and corresponding density bonuses are organized into two
types of “affordability pathways:”

e Single-Affordability Pathways: These projects provide set-aside units at one income level
(VLI, LI, or MI). By providing the maximum of 25% VLI Incomes units, single-affordability
pathway projects will be able to reach a maximum of 88.75% density bonus.

e Mixed-Affordability Pathways: These projects provide a mix of set-aside units at different
income levels. By adding MI units to a project that also includes VLI or LI units under a
mixed-affordability pathway, projects can achieve density bonuses up to 100%.

Table 15 shows examples of pathways that applicants can take to achieve various levels of
density bonus. Note that the set-aside options shown in Table 15 are only a selection of the
possible set-aside percentages and associated density bonuses. In many cases there are
multiple single- and mixed-affordability pathways for achieving the same level of density bonus.

23 Note that the City’s Value Capture Ordinance (VCO), effective since 2018, complements and extends provisions of
DBO by awarding additional density bonus in exchange for additional affordable set-aside. Projects that utilize VCO
would be required to obtain a Conditional Use Permit requiring approval from the City Planning Commission, which is
a discretionary planning process. The analysis that follows is based on state law and does not consider use of the
VCO.
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Depending on the affordable set-asides selected, applicants can achieve a density bonus of
anywhere from 5% to 100%.

Table 15. Examples of Density Bonuses Available Under the Proposed DBO Update

A ted Set Aside 9
Density Bonus Type of Affordability ggregated Set Aside %

VLI LI Mi
5% Single-Affordability 10%
35% Single-Affordability 11%
35% Single-Affordability 20%
35% Single-Affordability 40%
50% Single-Affordability 15%
50% Single-Affordability 24%
50% Single-Affordability 44%
70% Single-Affordability 20%
70% Mixed-Affordability 5% 24%
70% Mixed-Affordability 5% 44%
70% Mixed-Affordability 15% 5%
70% Mixed-Affordability 24% 5%
70% Mixed-Affordability 49%
88.75% Single-Affordability 25%
88.75% Mixed-Affordability 10% 24%
88.75% Mixed-Affordability 15% 12%
88.75% Mixed-Affordability 24% 12%
100% Mixed-Affordability 15% 15%
100% Mixed-Affordability 24% 15%

Note: Aggregated set-aside includes the standard density bonus (from pre-AB 1287 SDBL) and the additional density bonus
available under AB 1287.
Source: SDBL, AB 1287, AECOM

4.3 Density Bonus Scenarios Tested

To explore the economic feasibility of the proposed updated DBO for projects in the City of Los
Angeles, AECOM tested a set of scenarios that covers a wide range of the potential affordability
pathways and density bonus combinations allowed. This set of scenarios include increases in
density bonuses up to 100%. In all, nearly twenty scenarios were tested consisting of single-
affordability pathway, mixed-affordability pathway, for-rent, and for-sale scenarios. The
scenarios were selected to reflect a broad range of density bonus and affordable set-aside
applications. At the City’s request, nearly all the scenarios achieve density bonuses of 50% or
greater.*

All DBO scenarios assume an FAR incentive of up to 50% over the base, and height incentives
matching the density bonus percentage.®

24 There is one tested scenario that features a density bonus less than 50%: Scenario 7-R, which is eligible for a 35%
density bonus. This scenario was selected to increase the number of LI-tested scenarios in the set.
25 Note that the program is still under development and the incentives tested in this report may not reflect the City’s

final policy decisions.
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4.3.1 For-Rent Scenarios

Single Affordability Pathway For-Rent Scenarios

Five for-rent scenarios featuring a single affordability pathway were tested. These are numbered
1-R to 5-R for reference.

Table 16. Single-Tier Affordability For-Rent Density Bonus Scenarios Tested

. . Affordability
Scenario Density Bonus Total Set Aside VLI
1-R 50.0% DB / 15.0% VLI Set-Aside 50.00% 15% 15% - -
2-R 70.0% DB / 20.0% VLI Set-Aside 70.00% 20% 20% - -
3-R 88.75% DB / 25.0% VLI Set-Aside 88.75% 25% 25% - -
4-R 35.0% DB / 20.0% LI Set-Aside 35.00% 20% - 20% -
5-R 50.0% DB / 24.0% LI Set-Aside 50.00% 24% - 24% -

Source: AECOM

Mixed Affordability Pathway For-Rent Scenarios
Ten for-rent scenarios featuring mixed-affordability pathways were tested.

Table 17. Mixed Affordability For-Rent Density Bonus Scenarios Tested

. . Affordability

Scenario ‘ Density Bonus | I Set Aside | VLI Ll MI
6R  70.0% DB/ 5.0% VLI / 24.0% LI Set-Aside 70.00% 29% 5%  24% -

7R 85.0% DB /9.0% VLI / 24.0% LI Set-Aside 85.00% 33% 9%  24% -

8R  70.0% DB/ 15.0% VLI / 5.0% MI Set-Aside 70.00% 20% 15% - 5%
9R  80.0% DB/ 15.0% VLI / 9.0% MI Set-Aside 80.00% 24% 15% - 9%
10-R  88.75% DB/ 15.0% VLI / 12.0% MI Set-Aside 88.75% 27% 15% - 12%
11-R  100.0% DB/ 15.0% VLI / 15.0% MI Set-Aside |  100.00% 30% 15% - 15%
1R 70.0% DB/ 24.0% LI / 5.0% M| Set-Aside 70.00% 29% . 24% 5%
13-R  80.0% DB/ 24.0% LI / 9.0% MI Set-Aside 80.00% 33% - 24% 9%
14-R  88.75% DB/ 24.0% LI/ 12.0% Ml Set-Aside 88.75% 36% ; 24%  12%
15-R  100.0% DB / 24.0% LI/ 15.0% MI Set-Aside 100.00% 39% ; 24%  15%

Source: AECOM

4.3.2 For-Sale Scenarios

Single Affordability Pathway For-Sale Scenarios

Two for-sale scenarios featuring a single-affordability pathway were tested, called 1-S, and 2-S.
Per the State Density Bonus Law, for-sale projects are only eligible for participation if providing
Moderate Income (MI) set-asides.

Table 18. Single Affordability For-Sale Density Bonus Scenarios Tested

. . Affordability
Scenario Density Bonus Total Set Aside | VLI
1-S 50.0% DB / 44.0% MI Set-Aside 50.00% 44% - - 44%
2-S 72.5% DB / 50.0% MI Set-Aside 72.50% 50% - - 50%

Source: AECOM
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Mixed Affordability Pathway For-Sale Scenarios

Finally, two mixed affordability, for-sale scenarios were tested. Note that in practice, developers
may choose to rent the lower-income units in for-sale projects at designated affordable rent
limits, rather than sell them at sales price limits tied to predefined VLI and LI housing
allowances. For the purposes of this analysis, all units in for-sale projects were assumed to be
for-sale.

Table 19. Mixed Affordability For-Sale Density Bonus Scenarios Tested

. - Affordability
Scenario ‘ Density Bonus | 1 Set Aside | VLI Ll
3-S 100% DB / 24% LI/ 15% MI Set-Aside 100.00% 39% - 24% 15%
45 100% DB / 15% VLI / 15% MI Set-Aside 100.00% 30% 15% : 15%

Source: AECOM

4.3.3 Sites and Prototypes Tested

Table 20 shows the sites and prototypes that were tested. The prototypes were selected to
represent a wide range of likely development projects that could occur across the City. Note that
DBO was only tested on residential zoned sites, based on an analysis of recently completed
projects that showed that the majority of DBO projects occurred in residential zones (whereas
projects in commercial zones were more likely to take advantage of the TOC program, the
predecessor to the proposed TOIA program).?®

26 Commercial lots generally have smaller underlying FARs than residential lots, and therefore projects on

commercial lots may be more likely to take advantage of TOIA in part because the TOIA program offers better FAR
incentives compared to DBO.
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Table 20. DBO Sites and Prototypes Tested

Base Housing Typeology

DBO Base Case Site and Prototype Assumptions

CY3S

Revised Final Report, 02/20/2025

CY4R CYa-S

P5-R P5-S

P7-R

Description Townhouse | 3-story Courtyard-style 4-story Courtyard-style a/B-Story Podium 7/8-Story Podium Tower

Use Program Fesidential Residential Fesidential Residential Residential Fesidential
Parking Strateogy Tuck-Under Underground Underground 1-evel podium 2-evel podium 4-level podium
Assumed Density Cohort Low-Med.1l Medium Medium High-Med. High High
Housing Tenure For Sale Rental For Sale Rental For Sale Rental For Sale Rental For Sale Rental For Sale
Zone Class of Base Zone RD1.5 R3 R3 R3 R3 R4 R4 RS RS RS R5
Assumed Height District 1 1 1 L 1%L 1 1 2 2 4 4
Base Zone Maximum Height (ft). 45 45 45 a0 45 U nlimited Inlimited Unlimited Unlimited I nlimited U nlimited
Base Zone Maximum FAR 3.0 3.0 3.0 3.0 3.0 3.0 30 6.0 g.0 13.0 13.0
Base Zone Minimum Lot Areaflnit (SF) 1,500 200 a00 a00 200 400 400 200 200 200 200
Base Zone Max Density (DUAC) 29.0 54.5 54.5 54.5 54 .5 108 8 1088 2178 2173 217.8 217.8
Site Area

Land Area [(SF) 15,000 7,500 7,500 15,000 15,000 22500 224500 30,000 30,000 44 000 44 000
Residential - Gross Building Area (SF) 15480 11,880 11,880 21420 21420 50,000 14,500 f8,533 f8,533 131,429 131,429
Unit Count and Mix 9 9 9 18 18 50 50 135 135 219 219
Typical Unit Mix (Lower Density)

Avg. Unit Size (L ower Density) 1,720 1,320 1,320 1,190 1,190 1,000 1,000 700 700 850 850
0BR 0% 0% 0% 0% 0% 0% 0% 30% 30% 25% 25%
1BR 0% 0% 0% 0% 0% 40% 40% 50% 50% 50% 50%
2BR 40% 70% 0% 70% 70% 40% 40% 20% 20% 25% 25%
3BR B0% 30% 30% 30% 30% 20% 20% 0% 0% 0% 0%
4BR 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Denser Unit Mix Alternative

| Avg. Unit Size NA 880 880 900 900 800 800 NA NA NA NA
0BR 20% 20% 0% 0% 20% 20%

1BR 40% 40% 50% 50% 50% 50%

2BR 40% 40% 50% 50% 30% 30%

JBR 0% 0% 0% 0% 0% 0%

4BR 0% 0% 0% 0% 0% 0%

Parking

Residential Parking Ratio (spaces/ER) 2 Per Unit 060 0.60 0.60 0.60 0.ao0 0.a0 0.90 0.90 0.90 0.an
Total Parking Spaces 18 12 12 25 25 g1 g1 145 145 245 245
Surface/Tuck Under 18 a 1] 1] a a 1] 1] a a a
Ground lesel parking (L1) 0 0 0 a 0 33 33 45 45 74 74
Above-ground podium (L2, L3, L4) a a 1] 1] a a 1] g0 50 172 172
Subterranean parking (levels) 0 12 12 25 25 43 43 40 40 0 0
Source: AECOM
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4.4 Results

441 Base Case Scenarios

The base case scenarios represent residential prototypes allowed under an assumed range of
base zoning conditions. These scenarios test prototypes that maximize by-right unit potential
under base zoning, with 100% market-rate units and no density bonus or incentives. Base case
residual land values provide a basis of comparison for the incentive program scenarios to follow.

The table below shows estimated residual land values (RLV) for each base case prototype, the
assumed market land value threshold for each Market Tier, and a determination of “feasibility”
(F), i.e., whether the base case generates RLV that is equal to or greater than the market
threshold.

As shown, all prototypes generate negative RLV in Market Tier 1 and all are not feasible. In
Market Tier 2, RLVs are mostly positive, and some typologies meet the market value threshold
(shown in the “Market Land Value/Sq.Ft.” rows in the table) for feasibility. In Market Tiers 3 and
4, most typologies meet the market land value thresholds and are feasible. These findings are
broadly consistent with observed market activity, which indicates that under today’s market
conditions, most development projects are only feasible in stronger markets (or with projects
that command rents and sale prices typical of stronger markets). CY4-R is the only prototype
not feasible in Market Tier 4; however, its RLV ($224/sq. ft.) is just below the market threshold
($230/sq. ft.).

Table 21. DBO Base Case Residual Land Value Estimates

DBO Base Case: Estimated Residual Land Value
Prototype (Sale and Rent) TH-S CY3-R CY3S CY4R CY4-S P5-R P5-S P7-R P7-S TWR TW-S

Density Cohort Medium Medium | Medium Medium |High Med. High Med.|  High High High High

Market Tier 1
RLV/Land Sq.Ft. ($295) ($42) ($269) (320) ($400) ($86) ($542) ($254) ($642) ($415)
Market Land Value/Sq. Ft. $140
Feasibility (RLV > Market
| Market Tier 2

RLV/Land Sq.Ft $61 $84 $108 $84 $118 $94 $185 $187 $186 $100 (35)
Market Land Value/Sg. Ft. $145
Feasibility (RLV > Market F F F

\ Market Tier 3
RLV/Land Sq.Ft $183 $163 $287 $155 $279 $212 $512 $366 $590 $326 $474
Market Land Value/Sq. Ft. $175
Feasibility (RLV > Market F F F F F F F F F

Market Tier 4

RLV/Land Sq.Ft. $450 $238 $576 $224 $551 $313 $937 $628  $1,190 | $1,217  $1,232
Market Land Value/Sq. Ft. $230
Feasibility (RLV > Market) F | F F F | F F | F F | F F

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios.
All RLVs are rounded, and the determination of feasibility is based on the actual numbers before rounding.
Source: AECOM

4.4.2 Density Bonus Scenarios

The incentive scenarios described in Section 4.3. were applied to each of the base case
prototypes, each resulting in a higher density prototype based on the stepping up mechanism
described in Section 3.1.2.%” The tables below show the results from this testing using

27 For the DBO program, the calculation of the set-aside requirement is based on maximum permissible by-right
units—i.e., total potential units before application of a density bonus. For example, for a project in a zone allowing
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measures of residual land value, feasibility, and preferability. The RLV of each density bonus
prototype is evaluated against the market cost of land for feasibility and against the base case
prototype RLV for preferability.

DBO Scenario Feasibility: For-Rent Prototypes

The updated DBO demonstrated broad feasibility across the prototypes tested in higher market
tiers (Market Tier 3 and 4), where achievable rents and sales prices are generally higher than in
lower market tier neighborhoods. Market Tier 1 produced negative residual land values in all of
the scenarios tested (Table 22).

In Market Tier 2 (Table 23), several incentive scenarios in the Medium density cohort (base
densities 30-55 DUAC) produced financial returns that are preferable to the base case.

In Market Tier 3, nearly all residual land values are positive, resulting in at least one feasible
pathway in every density cohort Feasibility in Market Tier 3 extends to include typologies in the
High Medium (base density up to 109 DUAC) and High (base density greater than 109 DUAC)
density cohorts. Many of the scenarios in the Medium density cohort are preferable when
comparing their RLVs to the base case.

In Market Tier 4, residual land values are all positive, resulting in feasible scenarios in 19 (76%)
of single-affordability scenarios tested and 37 (74%) of multi-affordability scenarios tested. In
addition to covering a broader range of feasible scenarios, Market Tier 4 results differ from
Market Tier 3 mainly by also yielding feasibility of the TW (tower) typology in the High density
cohort. Most of the scenarios are preferable as well as feasible.?®

100 units seeking a 50-unit 50% density bonus and setting aside 10% as affordable, the set-aside requirement is 10
units (10% of 100) and not 15 units (10% of 150). This is the approach used by the current adopted DBO and the
State Density Bonus Law.

28 Note that between the podium prototypes, P5 generates lower residual land values compared to P7 in most

scenarios. This is largely because the P7 prototype includes two stories of podium parking, while P5 includes one
story of podium parking with the remaining parking spaces underground (and underground parking is more expensive
than podium parking).
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Table 22. DBO For-Rent Scenarios Market Tier 1 Residual Land Value and Feasibility

Market Tier 1
Scenario DBO Residual Land Value DBO Feasibility
Base Case Typology CY4-R P5-R P7-R TW-R CY3-R CY4-R P5-R P7-R
Market Land Value/Sq.ft. $140
Single Affordability Tier (Applies SDBL, AB 1287, VCO) Medium  Medium HighMed.  High High Medium _ Medium HighMed.  High High
Base No DB /No Set-Aside ($295) ($269) ($400) ($542) ($642)
Scenario 1-R 50.0% DB/ 15.0% VLI Set-Aside ($218) ($287) ($682)  ($1,069) ($1,149)
Scenario 2-R 70.0% DB /20.0% VLI Set-Aside ($236) ($321) ($682)  ($1,248) ($1,288)
Scenario 3-R 88.75% DB /25.0% VLI Set-Aside ($282) ($349) ($715)  ($1,426) ($1,480)
Scenario 4-R 35.0% DB /20.0% LI Set-Aside ($235) ($444) ($537)  ($1,001) ($1,102)
Scenario 5-R 50.0% DB /24.0% LI Set-Aside ($223) ($306) ($722)  ($1,120) ($1,235)
Multiple Affordability Tiers (Applies AB 1287)
Scenario 6-R 70.0% DB /5.0% VLI/24.0% LI Set-Aside ($253) ($352) ($756)  ($1,301) ($1,440)
Scenario 7-R 85.0% DB /9.0% VLI/24.0% LI Set-Aside ($288) ($388) ($788)  ($1,442) ($1,605)
Scenario 8-R 70.0% DB/ 15.0% VLI/5.0% MI Set-Aside ($235) ($320) ($689)  ($1,220) (%$1,307)
Scenario 9-R 80.0% DB /15.0% VLI/9.0% MI Set-Aside ($270) ($326) (§701)  ($1,301) ($1,397)
Scenario 10-R ~ 88.75% DB/ 15.0% VLI/ 12.0% MI Set-Aside ($274) ($342) ($701)  ($1,371) ($1,471)
Scenario 11-R ~ 100.0% DB/ 15.0% VLI/ 15.0% MI Set-Aside ($242) ($485) ($707)  ($1,454) ($1,551)
Scenario 12-R  70.0% DB /24.0% LI/ 5.0% MI Set-Aside ($240) ($339) ($729)  ($1,271) ($1,393)
Scenario 13-R ~ 80.0% DB /24.0% LI/9.0% MI Set-Aside ($275) ($345) ($742)  ($1,352) ($1,483)
Scenario 14-R  88.75% DB /24.0% L1/ 12.0% MI Set-Aside ($279) ($361) ($741)  ($1,422) ($1,557)
Scenario 15-R ~ 100.0% DB /24.0% L1/ 15.0% MI Set-Aside ($246) ($509) ($747)  ($1,505) ($1,637)

Notes: Feasibility rows are blank because all projects tested were infeasible. All RLVs are rounded, and the determination of feasibility is based on the actual numbers before rounding.
Source: AECOM

AECOM 46



CHIP Program Economic Analysis Revised Final Report, 02/20/2025

Table 23. DBO For-Rent Scenarios Market Tier 2 Residual Land Value and Feasibility

Market Tier 2
Scenario DBO Residual Land Value DBO Feasibility
Base Case Typology CY3-R CY4-R P5-R P7-R CY4-R P5-R P7-R TW-R
Market Land Value/Sq.ft. $145
Single Affordability Tier (Applies SDBL, AB 1287, VCO) Medium  Medium HighMed.  High High Medium _ Medium HighMed.  High High
Base No DB/ No Set-Aside $84 $84 $94 $187 $100 F
Scenario 1-R 50.0% DB/ 15.0% VLI Set-Aside $100 $127 $13 ($20) ($138)
Scenario 2-R 70.0% DB /20.0% VLI Set-Aside $130 $144 ($4) ($70) ($146)
Scenario 3-R 88.75% DB /25.0% VLI Set-Aside $130 $149 ($58) ($127) ($227) P
Scenario 4-R 35.0% DB /20.0% LI Set-Aside $95 ($17) ($101) ($80) ($235)
Scenario 5-R 50.0% DB /24.0% LI Set-Aside $83 $77 ($69) ($108) ($285)
Multiple Affordability Tiers (Applies AB 1287)
Scenario 6-R 70.0% DB /5.0% VLI/24.0% LI Set-Aside $89 $84 ($126) ($160) ($375)
Scenario 7-R 85.0% DB /9.0% VLI/24.0% LI Set-Aside $114 $62 ($182) ($206) ($456)
Scenario 8-R 70.0% DB /15.0% VLI/5.0% MI Set-Aside $120 $148 ($16) ($41) ($177) P
Scenario 9-R 80.0% DB /15.0% VLI/9.0% MI Set-Aside $144 $137 ($50) ($62) ($219)
Scenario 10-R ~ 88.75% DB /15.0% VLI/ 12.0% MI Set-Aside $121 $142 ($53) ($76) ($244)
Scenario 11-R ~ 100.0% DB/ 15.0% VLI/ 15.0% MI Set-Aside ($1) $31 ($75) ($84) ($259)
Scenario 12-R  70.0% DB / 24.0% LI/5.0% MI Set-Aside $103 $98 ($98) ($128) ($324)
Scenario 13-R  80.0% DB /24.0% LI/9.0% MI Set-Aside $127 $87 ($132) ($150) ($366)
Scenario 14-R  88.75% DB /24.0% L1/ 12.0% MI Set-Aside $104 $92 ($135) ($163) ($391)
Scenario 15-R ~ 100.0% DB /24.0% L1/ 15.0% MI Set-Aside ($12) ($16) ($157) ($171) ($406)

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual
numbers before rounding.
Source: AECOM
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Table 24. DBO For-Rent Scenarios Market Tier 3 Residual Land Value and Feasibility

Scenario
Base Case Typology

Market Tier 3
DBO Residual Land Value

CY3-R CY4-R P5-R P7-R

CY3-R

DBO Feasibility

CY4-R

P5-R

Market Land Value/Sq.ft. $175

Single Affordability Tier (Applies SDBL, AB 1287, VCO) Medium  Medium HighMed.  High High Medium _ Medium HighMed.  High High
Base No DB /No Set-Aside $163 $155 $212 $366 $326 F F F
Scenario 1-R 50.0% DB/ 15.0% VLI Set-Aside $161 $204 $178 $299 $169 P F F

Scenario 2-R 70.0% DB /20.0% VLI Set-Aside $200 $234 $162 $288 $213 P P F =
Scenario 3-R 88.75% DB /25.0% VLI Set-Aside $207 $245 $104 $268 $167 P P F

Scenario 4-R 35.0% DB /20.0% LI Set-Aside $170 $66 $2 $199 $27 F

Scenario 5-R 50.0% DB /24.0% LI Set-Aside $142 $148 $85 $200 $3 F

Multiple Affordability Tiers (Applies AB 1287)

Scenario 6-R 70.0% DB /5.0% VLI/24.0% LI Set-Aside $155 $165 $22 $186 ($52) F

Scenario 7-R 85.0% DB /9.0% VLI/24.0% LI Set-Aside $188 $145 ($39) $170 ($108) P

Scenario 8-R 70.0% DB /15.0% VLI/5.0% MI Set-Aside $187 $235 $144 $318 $165 P P F

Scenario 9-R 80.0% DB /15.0% VLI/9.0% MI Set-Aside $221 $222 $104 $314 $138 P P F

Scenario 10-R ~ 88.75% DB /15.0% VLI/ 12.0% MI Set-Aside $194 $232 $101 $317 $128 P P F

Scenario 11-R 100.0% DB / 15.0% VLI/ 15.0% MI Set-Aside $56 $154 $75 $330 $132 F

Scenario 12-R  70.0% DB / 24.0% LI/5.0% MI Set-Aside $169 $179 $51 $219 ($1) P F

Scenario 13-R  80.0% DB /24.0% LI/9.0% MI Set-Aside $202 $167 $11 $215 ($29) P F

Scenario 14-R  88.75% DB /24.0% L1/ 12.0% MI Set-Aside $176 $176 $8 $218 ($39) P P F

Scenario 15-R  100.0% DB /24.0% L1/ 15.0% MI Set-Aside $43 $101 ($18) $231 ($35) F

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual

numbers before rounding.

Source: AECOM
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Table 25. DBO For-Rent Scenarios Market Tier 4 Residual Land Value and Feasibility

Market Tier 4

Scenario DBO Residual Land Value DBO Feasibility
Base Case Typology CY3-R CY4-R P5-R P7-R CY3-R CY4-R P5-R

Market Land Value/Sq.ft. $230

Single Affordability Tier (Applies SDBL, AB 1287, VCO) Medium  Medium HighMed.  High High Medium _ Medium HighMed.  High ig
Base No DB /No Set-Aside $238 $224 $313 $628 $1,217 F F
Scenario 1-R 50.0% DB/ 15.0% VLI Set-Aside $216 $274 $320 $1,557 $1,380 P P P P
Scenario 2-R 70.0% DB /20.0% VLI Set-Aside $263 $326 $325 $1,701 $1,611 P P P P P
Scenario 3-R 88.75% DB /25.0% VLI Set-Aside $276 $344 $261 $1,825 $1,701 P P F P P
Scenario 4-R 35.0% DB /20.0% LI Set-Aside $230 $147 $91 $1,302 $1,060 F P =
Scenario 5-R 50.0% DB /24.0% LI Set-Aside $195 $213 $218 $1411  $1,134 P F
Multiple Affordability Tiers (Applies AB 1287)

Scenario 6-R 70.0% DB /5.0% VLI/24.0% LI Set-Aside $214 $239 $151 $1,551 $1,217 P P F
Scenario 7-R 85.0% DB /9.0% VLI/24.0% LI Set-Aside $256 $221 $84 $1,648 $1,259 P P P
Scenario 8-R 70.0% DB /15.0% VLI/5.0% MI Set-Aside $249 $314 $282 $1,730 $1,515 P P F P P
Scenario 9-R 80.0% DB /15.0% VLI/9.0% MI Set-Aside $290 $300 $237 $1,796 $1,542 P P F P P
Scenario 10-R ~ 88.75% DB/ 15.0% VLI/ 12.0% MI Set-Aside $261 $313 $233 $1,865 $1,588 B P F P P
Scenario 11-R ~ 100.0% DB/ 15.0% VLI/ 15.0% MI Set-Aside $105 $259 $204 $1,961 $1,668 P P P
Scenario 12-R  70.0% DB /24.0% LI/ 5.0% MI Set-Aside $228 $253 $180 $1,584 $1,269 P P P
Scenario 13-R ~ 80.0% DB /24.0% LI/9.0% MI Set-Aside $270 $239 $135 $1,650 $1,296 P P P P
Scenario 14-R  88.75% DB /24.0% L1/ 12.0% MI Set-Aside $240 $252 $131 $1,719 $1,342 B P P P
Scenario 15-R ~ 100.0% DB /24.0% L1/ 15.0% MI Set-Aside $91 $201 $102 $1,814 $1,423 P P

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual

numbers before rounding.

Source: AECOM
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DBO Scenario Feasibility: For-Sale Prototypes

Feasibility results for the four for-sale prototypes tested are shown for each market tier in Table
26. Residual land values steadily increased with each market tier, starting with Market Tier 1
which produced nearly all negative RLVs, to Market Tier 4 which produced feasible results in
every scenario for all but one prototype. However, incentive program scenario preferability is
limited, because in most scenarios, the incentive scenarios generate RLVs that fall below the
base case RLVs.

For example, in Market Tier 4, where $230/square foot is the typical market land value, the CY3
base case produces a RLV of $576 per land square foot — making the base case feasible.
However, all four incentive scenarios return RLVs around $400, which is significantly higher than
the market cost of land, but falls short of the $576 threshold. A developer looking for the highest
rate of return would in theory elect to develop the base case (100% market-rate) scenario rather
than a larger project incorporating affordable set-asides and density bonuses.

AECOM 50



CHIP Program Economic Analysis Revised Final Report, 02/20/2025

Table 26. DBO For-Sale Scenarios Residual Land Value and Feasibility by Market Tier

Scenario

Residual Land Value/Sq.Ft.

Feasibility

Base Case Prototype TH-S CY3-S CY4-S P5-S P7-S TW-S TH-S CY3-S CY4-S P5-S P7-S TW-S
Density Cohort Medium  Medium  Medium High Med. High High Medium  Medium  Medium High Med. High High
Market Tier 1

Land Cost $140

Base Scenario No DB /No Set-Aside ($11) ($42) ($20) ($86) ($254) ($415)

Scenario 1-S 50.0% DB /44.0% MI Set-Aside ($205) (%0) ($26) ($300) ($748) ($838)

Scenario 2-S 72.5% DB /50.0% MI Set-Aside ($244) $8 ($21) ($331) ($875) ($980)

Scenario 3-S 100% DB /24% L1/ 15% MI Set-Aside ($304) ($90) ($182) ($340)  ($1,054) ($1,188)

Scenario 4-S 100% DB /15% VLI/ 15% MI Set-Aside i$266i i$89i i$153i E$299i i$1 ,030i i$1,145i

Land Cost $145

Base Scenario  No DB /No Set-Aside 361 $108 $118 $185 $186 ($5) F F
Scenario 1-S 50.0% DB /44.0% MI Set-Aside ($156) $104 $91 $3 ($245) ($403)

Scenario 2-S 72.5% DB /50.0% MI Set-Aside ($194) $125 $114 ($45) ($293) ($476)

Scenario 3-S 100% DB / 24% LI/ 15% M| Set-Aside ($238) $37 $84 ($25) ($324)  ($524)

Scenario 4-S 100% DB / 15% VLI/ 15% MI Set-Aside i$184i $42 $126 $39 i$278i i$443i

Land Cost $175

Base Scenario _No DB /No Set-Aside $183 $287 $279 $512 $590 $474 F F F F E F
Scenario 1-S 50.0% DB /44.0% MI Set-Aside ($98) $236 $237 $363 $343 $104 F F F F

Scenario 2-S 72.5% DB /50.0% MI Set-Aside ($137) $273 $284 $293 $387 $112 F P F F

Scenario 3-S 100% DB /24% L1/ 15% MI Set-Aside ($163) $189 $407 $356 $519 $250 F P F F F
Scenario 4-S 100% DB/ 15% VLI/ 15% MI Set-Aside $89 $199 $467 $452 $592 $374 F P F B F
Land Cost $230

Base Scenario  No DB /No Set-Aside $450 $576 $551 $937 $1,190 $1,232 F E E F F F
Scenario 1-S 50.0% DB /44.0% MI Set-Aside $1 $415 $437 $833 $1,274 $908 F F F P F
Scenario 2-S 72.5% DB /50.0% MI Set-Aside ($38) $474 $516 $737 $1,464 $1,044 F F F P F
Scenario 3-S 100% DB /24% L1/ 15% MI Set-Aside ($20) $388 $826 $850 $1,856 $1,476 F P F P P
Scenario 4-S 100% DB/ 15% VLI/ 15% MI Set-Aside $82 $403 $907 $986 $1,970 $1,670 F P P [ P

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual

numbers before rounding.

Source: AECOM
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4.5 Summary and Implications

This analysis of the proposed updated DBO Incentive Program suggests the program creates
sufficient incentives to generate broad potential feasibility—with some key considerations.

Feasibility is limited in Market Tiers 1 and 2. The DBO program does not create
financially feasible outcomes in Market Tier 1. Base case (100% market-rate) scenarios are
also infeasible in Market Tier 1 under current market conditions. Some for-rent projects are
feasible—and preferable to the base case—in Market Tier 2, but only for sites with CY4, which
is a medium density prototype that has lower construction costs relative to higher density
prototypes.

In Market Tiers 3 and 4, most density cohorts meet the market land value thresholds
of feasibility, and many for-rent incentive program scenarios are preferable to the
base case — consistent with recent development trends. These findings are broadly
consistent with observed market activity, which indicates that under current market
conditions, development projects are generally only feasible in stronger markets (or with
projects that command rents and sale prices typical of stronger markets). Higher density
levels are also more valuable in stronger markets, where the value created by the additional
units can more easily exceed the cost of setting aside additional affordable units.

Developers that take advantage of the DBO program in stronger markets are likely to
choose set-aside pathways that provide VLI units. VLI units generate less revenue per
unit than LI. However, in Market Tier 4, the per unit effect on RLV is outweighed by the fact
that projects that provide VLI units are required to provide fewer affordable units, compared
to projects that provide LI units.?

There is no clear pattern in how single- versus mixed-affordability pathway projects
compare in terms of feasibility or preferability. The relative RLVs generated by single-tier
versus mixed-affordability pathway projects vary by prototype, Market Tier, and the exact
combination of income levels and percentages selected, with no single pattern emerging
from this analysis. The City is likely to see development projects selecting a variety of
strategies, based on site-specific characteristics that will determine for individual projects the
tradeoff between the value of increased density, and the cost of providing different affordable
set asides.

One for-sale scenario (100% density bonus with a 15% VLI/15% MI set aside) was
preferable to the base case across multiple prototypes in Market Tier 4. In most for-
sale scenarios, the added density does not provide sufficient value to outweigh the
additional costs associated with providing additional affordable set-aside units. However, in
Market Tier 4, Scenario 4-S — which included a 100% density bonus and 15% VLI/15% MI
set aside — was preferable to the base case across multiple prototypes.

Most DBO scenarios tested were limited by density, rather than the other potential
limiting parameters built into the model, such as FAR and height. In other words, most
DBO scenarios tested had sufficient FAR available to allow higher density prototypes, so the
associated density bonuses tended to be the key factor in determining the ultimate form of
the bonus prototype. Exploratory testing found that since DBO scenarios were mostly limited
by density rather than FAR, counting above-grade parking towards FAR had minimal
impacts on the feasibility of tested scenarios. Note that this finding reflects the specific FAR

29 |n Market Tier 1, LI unit pathways generate higher residual land values compared to VLI pathways because there
is a smaller gap between market-rate and LI units.
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and height limits tested and could change depending on the FAR and height limits in the
final ordinance.

5. Transit Oriented Incentive Areas (TOIA)

5.1 Overview

The Transit Oriented Incentive Area program (TOIA) provides density bonus incentives in
exchange for affordable housing set-asides in mixed-income residential projects near transit
nodes. Both the set-aside requirements and available bonuses increase by TOIA Tiers, where
TOIA Tier 1 (T-1) represents the furthest distance from a Major Transit Stop and Tier 4 (T-4) the
shortest distance from a Major Transit Stop. The program was previously known as the Transit
Oriented Communities (TOC) program. It was initially created after voters passed Measure JJJ
in 2016 and became effective in September 2017.

The City is proposing to integrate this program as a local implementation of Density Bonus law,
and the TOIA program aims to increase available density bonuses beyond current standards,
building off recent changes to state law (AB 1287) which expanded density bonuses in the state
density bonus program to up to 100 percent. The proposed TOIA also includes expanding
procedures for applicants to request off-menu incentives, which is an option that is not available
through the existing TOC program. In addition, the City is contemplating increasing set-aside
requirements in higher market tiers.

5.2 TOIA Incentive Program

The proposed TOIA schedule will allow for 100% density bonuses in Tier 1, 120% in Tier 2, and
unlimited density bonuses in Tiers 3 and 4.%° The City is considering a variety of potential set-
aside schedules, which could be applied as either:

e A single-tier program structure with set-aside requirements that apply consistently across the
City; or

e A multi-tier program structure with different set-aside requirements applied in each Market
Tier.

Table 28 shows a potential structure for a single-tier program. For example, under this structure,
a program could provide 8% ELI units, 11% VLI units, or 20% Li units to achieve a 100% density
bonus in Tier 1. Table 29 shows a potential structure for a multi-tier program. Note that these
programs are still under development and the final set-aside schedule may differ from those
shown here.

Note that TOIA program calculates affordability set-aside requirements based on the total
number of units per project. This is a shift from DBO which calculates set-aside requirements as
a percentage of units allowed under density limits tied to a site’s base zoning condition.

30 Previously, the TOC program allowed for a 50% density bonus in Tier 1, 60% in Tier 2, 70% in Tier 3, and 80% in
Tier 4.
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Table 27. Proposed TOIA Density Bonuses and Potential Set-Aside Requirements: Single-
Tier Program Structure

Proposed TOIA

Potential Set Affordability

Aside Schedules TOIA Tier Density Bonus
1 100% 8% 11% 20%
Single-Tier 2 120% 9% 12% 21%
Program
Structure 3 unlimited 10% 14% 23%
4 unlimited 1% 15% 25%

Source: City of Los Angeles, AECOM

Table 28. Proposed TOIA Density Bonuses and Potential Set-Aside Requirements: Multi-
Tier Program Structure

Proposed TOIA

Potential Set

Aside Schedules TOIA Tier Density Bonus Affordability
ELI VLI LI
1 100% 9.0% 12.5% 21.0%
Market Tler 1 2 120% 10.0% 13.0% 22.0%
arket Tier
3 unlimited 11.0% 14.0% 23.0%
4 unlimited 12.0% 15.0% 25.0%
1 100% 10.0% 13.0% 21.0%
Market Tier 2 2 120% 11.0% 14.0% 22.0%
arket Tier
3 unlimited 12.0% 15.0% 24.0%
4 unlimited 13.0% 16.0% 26.0%
1 100% 11.0% 14.0% 22.0%
Market Tier 3 2 120% 12.0% 15.0% 23.0%
arket Tier
3 unlimited 13.0% 16.0% 25.0%
4 unlimited 14.0% 17.0% 27.0%
1 100% 12.0% 15.0% 23.0%
Market Tier 4 2 120% 13.0% 16.0% 24.0%
arket Tier
3 unlimited 14.0% 17.0% 25.0%
4 unlimited 16.0% 19.0% 29.0%

Source: City of Los Angeles, AECOM

In addition to density incentives, the proposed program increases parking and FAR incentives.
As shown in Table 29, the Proposed TOIA Schedule adds an additional 0.25 FAR bonus for
each TOIA Tier and eliminates the parking minimum, consistent with Assembly Bill 2097 (AB
2097).
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Table 29. FAR, Height, and Parking Requirements: Proposed TOIA Programs

Proposed TOIA Incentive Structure

TOC Tier Parking FAR Maximum of: Add’'l Height (above Base)
TOIA 1 No Minimum 3.00 FAR 40% ower base 1 story/11 feet
TOIA 2 No Minimum 3.50 FAR 45% owver base 1 story/11 feet
TOIA 3 No Minimum 4.00 FAR 50% ower base 2 stories/22 feet
TOIA 4 No Minimum 450 FAR 55% owver base 3 stories/33 feet

Source: City of Los Angeles, AECOM

5.3 TOIA Scenarios Tested

AECOM explored the development feasibility of four potential set-aside schedules, shown in
Table 30.3" The density bonus incentives remain the same across all of the schedules tested,
but the affordability set-aside is increased incrementally with each scenario.

Each incentive program scenario indicated by the schedule in Table 30 is tested for feasibility
with height and FAR parameters governed by TOIA standards shown in Table 29.

Table 30. TOIA Incentives and Set-asides Tested
TOIA Incentives Tested

Affordability

Potential Set Aside Schedules TOIA Tier Density Bonus ELI VLI Ll
1 100% 8% 1% 20%
2 120% 9% 12% 21%
Schedule A 3 Unlimited 10% 14% 23%
4 Unlimited 11% 15% 25%
1 100% 9% 12% 21%
2 120% 10% 13% 22%
Schedule B 3 Unlimited 11% 15% 24%
4 Unlimited 12% 16% 26%
1 100% 10% 13% 22%
2 120% 11% 14% 23%
Schedule C 3 Unlimited 12% 16% 25%
4 Unlimited 13% 17% 27%
1 100% 1% 14% 23%
2 120% 12% 15% 24%
Schedule D 3 Unlimited 13% 17% 26%
4 Unlimited 14% 18% 28%

Source: City of Los Angeles, AECOM

31 Note that Schedule A aligns with the set asides of the proposed single-tier program structure shown in
Table 27. Schedules B, C, and D respectively align with the set-asides of the proposed multi-tier program structure for
Market Tiers 1, 2, and 3 shown in Table 28.
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5.3.1 Sites and Prototypes Tested

Table 31 shows the sites and prototypes that were tested. The prototypes were selected with
City staff to represent a range of density cohorts likely to be developed in transit-oriented areas
(i.e., excluding some of the lower-density prototypes tested for DBO), and include a set of 5
distinct typologies, of which 3 are tested assuming a residential base zone and 4 assuming a
commercial base zone. Only rental prototypes are tested.

Where an unlimited density bonus is available, AECOM assumed densities increase until either
the maximum FAR was reached, or until a 28-story tower was reached (i.e., the maximum
density project for which a prototype is available within the framework for this analysis).
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Table 31. TOIA Test Site and Prototype Assumptions

TOIA Site and Prototype Assumptions

TOIA Residential Zones

Revised Final Report, 02/20/2025

TOIA Commercial Zones

Base Housing Typology 4D CY3 C¥4 P5 C¥4 P5 P7 W
3-sto 4sto 4sto
Description +Duplex Courtyar?;d- Courty Q:d- ~/6-Story Courty Q:d- >/6-Story i story Tonwver
buildings Fodium Fodium Faodium
style style style

Use Program Residential | Residential | Residential | Residential | Residentia | Residential | Mixed-Use | Mixedllse

. Surface & Under- Under- 1-lewel Under- 1-lewel 2-lenvel - lewel
Parking Strategy tuck-under ground ground podium ground podium podium podium

. : Low- . . High- . High- High- High-

Associated Density Cohort Medium Medium Medium Mecﬁum Medium Mecﬁum Mecﬁum Mecﬁum
Zone Class of Base Zone RD1.5 R3 R3 R4 C1, C™ C2,C4,C5| C2,C4,C5 | C2, C4, C5
Assumed Height District 1 1 WL 1 WL 1 2 4
Base Zone Madimum Height (ft). 45 45 50 Unlimited 45 Unlimited Unlimited Unlimited
Base Zone Maxdimum # of Stories Unlimited Unlimited Unlimited Unlimited 3 Unlimited Unlimited Unlimited
Base Zone Madmum FAR 20 20 20 20 1.5 15 5.0 13.0
Base Zone Minimum Lot AreallUnit (SF) 1,500 200 200 400 400 400 400 400
Base Zone Max Density (DUAC) 290 545 545 108.9 108.90 108.9 108.9 108.9
Site Area
Land Area [SF) 7.500 7,500 15,000 22,500 15,000 22,500 30,000 44 000
Residential - Gross Building Area (SF) 5,000 11,880 21,420 50,000 4 850 14,500 58 533 131,429
Retail - Gross Building Area (SF) 0 0 0 0 0 0 5 000 9900
Total Gross Building Area (SF) 5.000 11.880 21,420 50,000 4,850 14,500 74,533 141,329
Unit Count and Mix 4 9 18 50 15 25 74 109
Typical Unit Mix (Lower Density)
Avg. Unit Size {Lower Density) 1,250 1,320 1,190 1,000 1,190 1,000 700 850
0BR 0% 0% 0% 0% 0% 0% 30% 25%
1ER 0% 0% 0% 40% 0% 40% 50% 50%
2BR 20% 0% 0% 40% 0% 40% 20% 25%
3ER 40% 0% 30% 20% 30% 20% 0% 0%
4BR 40% 0% 0% 0% 0% 0% 0% 0%
Denser Unit Mix Alternative
Avg. Unit Size NA 880 900 800 900 800 NA NA
DER 20% 0% 20% 0% 20%
1BR 40% 50% 50% 50% 50%
2BR 40% S0% 0% 50% 0%
3BR 0% 0% 0% 0% 0%
4BR 0% 0% 0% 0% 0%
Parking Strategy
Residential Farking [spaces/BR) 2 per unit 0.60 0.60 0.90 0.60 0.90 0.90 0.90
Total Parking Spaces 3 12 25 31 20 41 103 162
Surface/Tuck Under 3 0 0 0 0 0 0 0
Ground level parking (L 1) 0 0 0 33 0 33 30 49
Above-ground podium (L2, L3, and L4 0 0 0 0 0 0 &0 113
Subtemranean parking 0 12 25 48 20 3 13 0

Source: AECOM
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5.4 Results
5.4.1 Base Case Feasibility

The base case is a test of each typology with 100% market-rate units and no density bonus.
Base case residual land values provide a basis of comparison with the incentive scenarios to
follow. Table 32 below shows estimated residual land value (RLV) for each typology, the
assumed market land value threshold for each Market Tier (shown in the “Market Land
Value/Sq.Ft.” row in the table), and a determination of whether the scenario is “feasible,” i.e.,
whether the base case generates RLV that is equal to or greater than the market threshold.

As shown, nearly all typologies generate negative RLV in Market Tier 1. In Market Tier 2, RLVs
are more positive but none meet the market value threshold for feasibility. In Market Tier 3, all

but the TW-based sites and density cohorts generate positive RLVs, and the High Medium site
in the residential zone is feasible with the RLV of $212 exceeding the $175 threshold. Notably,
two additional residential sites in the Medium density cohort (CY3 and CY4) generate RLVs that
are close to meeting the benchmark threshold.

In Market Tier 4, all base typologies generate positive RLV, two meet the market land value
thresholds and are feasible (P5 and TW), and two more are close to meeting the benchmark
threshold (CY3 and CY4).
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Table 32. TOIA Base Case Prototypes Feasibility

Prototype

4D-R

CY3-R

CY4-R

P5-R

Revised Final Report, 02/20/2025

CY4-R P5-R

Site Zoning Residential Com
Density Cohort| Low Med Il | Medium Medium | Med. High| Medium | Med. High High
Market Tier 1
RLV/Land Sq.Ft. $7 (3295) (3269) (3400) ($222) ($201) (34586) (3484)
Market Land Value/Sq.Ft. $140 $140 $140 $140 $115 $115 $115 $115
Feasibility (RLV > Market)
Market Tier 2
RLV/Land Sq.Ft. $62 $84 $84 $94 $72 $46 {$55) (3113)
Market Land Value/Sq.Ft. $145 $145 $145 $145 $170 $170 $170 $170
Feasibility (RLV > Market)
Market Tier 3
RLV/Land Sq.Ft. $173 $163 $155 $212 $131 $104 $43 $1)
Market Land Value/Sq.Ft. $175 $175 $175 $175 $185 $185 $185 $185
Feasibility (RLV > Market) F
Market Tier 4
RLV/Land Sq.Ft. $255 $238 $224 $313 $188 $155 $161 $408
Market Land Value/Sq.Ft. $230 $230 $230 $230 $240 $240 $240 $240
Feasibility (RLV > Market) F F F F

Note: “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of feasibility is based on the actual numbers before rounding.

Source: AECOM
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5.4.2 TOIA Scenario Feasibility

This section summarizes the feasibility results of the TOIA incentive program schedules
described in Section 5.3. The tables below show the results using measures of residual land
value, feasibility, and preferability, where the RLV of each density bonus prototype is evaluated
against the market cost of land for feasibility and against the base case prototype RLV for
preferability. Results are presented by Market Tier.

None of the scenarios tested were feasible in Market Tiers 1 and 2 and RLVs are generally
negative (Table 33 and Table 34). Increasing the set-aside requirements makes the RLVs more
negative (i.e., RLVs are more negative for Schedule B compared to Schedule A, and so on).

Table 35 shows the results for Market Tier 3, organized by residential versus commercial
prototype, set aside schedule, TOIA Tier, and affordability level selected to achieve the density
bonus. Under Schedule A, several scenarios are feasible (compared to the market and value)
and/or preferable (compared to the base case scenario) — representing an improvement over
the base case scenario where only the residential-zoned P5-R prototype was feasible. Under
Schedules B and C, there are feasible/preferable pathways for only one prototype (CY4-R).

Table 36 shows the results for Market Tier 4. In Market Tier 4, the higher density prototypes are
broadly feasible and in many cases preferable, even with increased standards up to Schedule C
and D. Some lower and medium density projects are also feasible/preferable. Given current
market conditions and the prototypes modeled, Market Tier 4 appears to be the only market tier
that can support these higher set-aside schedules.
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Table 33. TOIA Scenario Residual Land Value and Feasibility Market Tier 1

TOIA Incentives Tested (Residential) - Market Tier 1 Residual Land Value/Sq.Ft. Feasibility
BaseTypology [ [ | 4R | CYs:R | CY4R [ P5R [ 4D-R_| CY3R | CY4R |
Residential
Residential . i i Med. High Low Med Il Med. High
Market Land Value/Sq.ft. $140
Potential Set Aside Schedules TOIA Tier |Affordability
Base Case Scenario - - $7 ($295) ($269) ($400)
1 8% ELI ($398) ($503) ($503) ($602)
2 9% ELI ($398) ($546) ($546) ($623)
3 10% ELI ($700) ($637) ($637) ($623)
4 11% ELI ($710) ($676) ($676) ($633)
1 11% VLI ($388) ($513) ($513) ($609)
2 12% VLI ($436) ($553) ($553) ($627)
Schedule A 3 14% VLI ($721) ($643) ($643) ($645)
4 15% VLI ($729) ($683) ($683) ($652)
1 20% LI ($426) ($563) ($563) ($674)
2 21% LI ($426) ($618) ($618) ($690)
3 23% LI ($789) ($691) ($691) ($712)
4 25% LI ($795) ($733) ($733) ($718)
TOIA Incentives Tested (Commercial) - Market Tier 1 Residual Land Value/Sq.Ft. Feasibility
Commercial
Base Typology CY4-R P5-R P7R TW-R CY4R P5-R P7R TW-R
Density Cohort Medium Med. High High High Medium Med. High High High
Market Land Value/Sq.ft. $115
Potential Set Aside Schedules TOIA Tier |Affordability
Base Case Scenario - - ($222) ($201) ($456) ($484)
1 8% ELI ($437) ($437) ($859) ($891)
2 9% ELI ($532) ($532) ($821) ($978)
3 10% ELI ($398) ($623) ($869) ($1,729)
4 11% ELI ($641) ($633) ($927) ($1,761)
1 11% VLI ($450) ($450) ($868) ($907)
2 12% VLI ($539) ($539) ($836) ($989)
Schedule A 3 14% VLI ($420) ($645) ($891) ($1,776)
4 15% VLI ($651) ($652) ($945) ($1,808)
1 20% LI ($496) ($496) ($944) ($1,003)
2 21% LI ($588) ($588) ($911) ($1,096)
3 23% LI ($468) ($712) ($975) ($1,960)
4 25% LI ($702) ($718) ($1,044) ($2,011)

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of feasibility is based on the actual
numbers before rounding.
Source: AECOM
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Table 34. TOIA Scenario Residual Land Value and Feasibility Market Tier 2

TOIA Incentives Tested (Residential) - Market Tier 2 Residual Land Value/Sq.Ft. Feasibility
BaseTypology | | | 4R | CY3-R | CY4R | P5R | 4DR [ CY3R [ CY4R |
Residential

Residential . i i Med. High Low Med Il Med. High
Market Land Value/Sq.ft. $145
Potential Set Aside Schedules TOIA Tier |Affordability
Base Case Scenario - - $62 $84 $84 $94

1 8% ELI ($57) $16 $16 $46

2 9% ELI ($57) $19 $19 $11

3 10% ELI ($66) ($147) ($147) $11

4 11% ELI ($80) ($168) ($168) ($3)

1 11% VLI ($46) ($9) ($9) $23

2 12% VLI ($136) ($4) ($4) ($9)
Schedule A 3 14% VLI ($116) ($169) ($169) ($40)

4 15% VLI ($128) ($195) ($195) ($51)

1 20% LI ($125) ($106) ($106) ($102)

2 21% LI ($125) ($128) ($128) ($131)

3 23% LI ($247) ($263) ($263) ($170)

4 25% LI ($257) ($295) ($295) ($180)
TOIA Incentives Tested (Commercial) - Market Tier 2 Residual Land Value/Sq.Ft. [1:11114%

Commercial

Base Typology CY4-R P5-R P7-R TW-R CY4-R P5-R P7-R TW-R
Density Cohort Medium Med. High High High Medium Med. High High High
Market Land Value/Sq.ft. $170

Potential Set Aside Schedules TOIA Tier |Affordability

Base Case Scenario - - $72 $46 ($55) ($113)
1 8% ELI $28 $28 ($93) ($192)
2 9% ELI $20 $20 ($215) ($218)
3 10% ELI $118 $11 ($235) ($351)
4 11% ELI ($152) $3) ($267) ($396)
1 1% VLI ($1) $1) ($123) ($229)
2 12% VLI ($3) ($3) ($249) ($248)
Schedule A 3 14% VLI $70 ($40) ($280) ($450)
4 15% VLI ($181) ($51) ($310) ($498)
1 20% LI ($90) ($90) ($269) ($385)
2 21% LI ($98) ($98) ($375) ($425)
3 23% LI ($25) ($170) ($421) ($758)
4 25% LI ($283) ($180) ($475) ($838)

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual
numbers before rounding.
Source: AECOM
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Table 35. TOIA Scenario Residual Land Value and Feasibility Market Tier 3

TOIA Incentives Tested (Residential) Residual Land Value/Sq.Ft. Feasibility
|BaseTypology | [ [ 4R [ CYSR [ CY4R [ P5R | 4DR [ CYSR [ CY4R |
Residential
Residt ! Low Med Il Med. High
Market Land Value/Sq.ft. $175
Potential Set Aside Scheduls TOIA Tier |Affordability
Base Case Scenario - - $173 $163 $155 $212 F
1 8% ELI $18 $145 $145 $207 F
2 9% ELI $18 $160 $160 $168
3 10% ELI $92 ($22) ($22) $168
4 11% ELI $77 ($39) ($39) $154
1 11% VLI $29 $115 $115 $180 F
2 12% VLI ($69) $133 $133 $145
Schedule A 3 14% VLI $33 ($49) ($49) $110
4 15% VLI $22 ($71) ($71) $98
1 20% LI ($59) $7 $7 $40
2 21%LI ($59) ($7) ($7) $7
3 23%LI ($113) ($155) ($155) (837)
4 25% LI ($123) ($184) ($184) (347)
1 9% ELI $18 $131 $131 $168
2 10% ELI $18 $121 $121 $168
3 11% ELI $77 ($28) ($28) $154
4 12% ELI $38 (855) (855) $115
1 12% VLI ($69) $115 $115 $145
2 13% VLI ($69) $98 $98 $110
Schedule B 3 15% VLI $22 ($63) ($63) $98
4 16% VLI ($13) ($75) ($75) $63
1 21% LI ($59) $7 $7 $7
2 22% LI ($59) ($7) ($7) ($4)
3 24% LI ($113) ($164) ($164) (837)
4 26% LI ($157) ($207) ($207) ($80)
1 10% ELI $18 $131 $131 $168
2 11% ELI $18 $121 $121 $154
3 12% ELI $38 ($51) ($51) $115
4 13% ELI ($0) (368) (368) $76
1 13% VLI ($69) $104 $104 $110
2 14% VLI ($69) $98 $98 $110
Schedule C 3 16% VLI ($13) ($83) ($83) $63
4 17% VLI ($13) (396) (396) $63
1 22% LI ($59) ($3) ($3) (34)
2 23% LI ($151) (540) (340) (837)
3 25% LI ($123) ($178) ($178) (347)
4 27%LI ($157) ($220) ($220) (580)
1 11% ELI $18 $92 $92 $154
2 12% ELI ($90) $107 $107 $115
3 13% ELI ($0) ($68) ($68) $76
4 14% ELI ($0) ($84) ($84) $76
1 14% VLI ($69) $104 $104 $110
2 15% VLI ($69) $63 $63 $98
Schedule D 3 17% VLI ($13) ($88) ($88) $63
4 18% VLI ($25) ($110) ($110) $51
1 23%LI ($151) ($36) ($36) (337)
2 24%LI ($151) (340) (540) (837)
3 26% LI ($157) ($196) ($196) ($80)
4 28% LI ($190) ($238) ($238) (8113)
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OIA e e ested o e a Residua and Value/Sq easib

Base Typology CY4-R P5-R P7-R TW-R CY4R P5-R P7-R TW-R

Density Cohort Medium | Med. High | High | High Medium I Med. High I High I High

Market Land Value/Sq.ft. $185

Potential Set Aside Schedules TOIA Tier |Affordability

Base Case Scenario - - $131 $104 $43 ($1)
1 8% ELI $144 $144 $99 $27
2 9% ELI $157 $157 ($25) $20
3 10% ELI $239 $168 ($36) $83 P
4 11% ELI ($28) $154 ($60) $34
1 11% VLI $110 $110 $62 ($16)
2 12% VLI $130 $130 ($65) ($16)

Schedule A 3 14% VLI $185 $110 ($89) ($34)
4 15% VLI (363) $98 ($111) ($87)
1 20% LI $10 $10 ($101) ($194)
2 21% LI $23 $23 ($207) ($216)
3 23%LI $78 (837) (5250) ($383)
4 25%LI ($178) (347) (5298) ($472)
1 9% ELI $105 $105 $70 ($2)
2 10% ELI $118 $118 ($53) ($12)
3 11% ELI $207 $154 ($64) $34 P
4 12% ELI (851) $115 ($81) ($32)
1 12% VLI $110 $110 $42 ($41)
2 13% VLI $130 $130 ($67) ($57)

Schedule B 3 15% VLI $180 $98 ($114) ($87)
4 16% VLI ($83) $63 ($136) ($130)
1 21% LI $0 $0 (5123) ($210)
2 22%LI ($10) ($10) ($231) ($247)
3 24%LI $78 ($37) ($266) ($432)
4 26% LI ($196) ($80) (8322) ($512)
1 10% ELI $105 $105 $54 ($22)
2 11% ELI $118 $118 ($74) ($41)
3 12% ELI $186 $115 ($85) ($32) P
4 13% ELI (368) $76 ($109) ($81)
1 13% VLI $75 $75 $8 ($59)
2 14% VLI $95 $95 ($93) ($74)

Schedule C 3 16% VLI $151 $63 ($132) ($130)
4 17% VLI ($88) $63 ($154) ($188)
1 22% LI $0 $0 ($136) ($235)
2 23% LI (343) (343) ($247) ($271)
3 25% LI $51 (847) (5289) ($472)
4 27%LI ($200) (580) (5338) ($566)
1 11% ELI $91 $91 $25 ($55)
2 12% ELI $104 $104 (8102) ($61)
3 13% ELI $154 $76 ($114) ($81)
4 14% ELI ($80) $76 ($130) ($131)
1 14% VLI $75 $75 $3 ($84)
2 15% VLI $60 $60 ($110) ($102)

Schedule D 3 17% VLI $151 $63 ($157) ($188)
4 18% VLI ($108) $51 ($179) ($231)
1 23% LI ($33) (833) (8159) ($259)
2 24%LI ($43) (543) ($271) ($287)
3 26% LI $35 ($80) ($306) ($512)
4 28%LI ($219) ($113) ($362) ($606)

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual
numbers before rounding.
Source: AECOM
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Table 36. TOIA Scenario Residual Land Value and Feasibility Market Tier 4

TOIA Incentives Tested (Residential) Residual Land Value/Sq.Ft. Feasibility
|BaseTypology [ | | 4R | CY3R | CYAR | P5R | 4DR [ CY-R [ CY4R |
Residential
Med. High Low Med II Med. High
Market Land Value/Sq.ft. $230
Potential Set Aside Schedules TOIA Tier |Affordability
Base Case Scenario - - $255 $238 $224 $313 F F F
1 8% ELI $98 $270 $270 $363 P P P
2 9% ELI $98 $296 $296 $320 P P P
3 10% ELI $244 $138 $138 $320 F P
4 11% ELI $229 $127 $127 $305 F
1 11% VLI $109 $236 $236 $331 F P P
2 12% VLI $2 $265 $265 $203 P P F
Schedule A 3 14% VLI $178 $105 $105 $255 F
4 15% VLI $166 $88 $88 $242 E
1 20% LI $13 $116 $116 $177
2 21% LI $13 $110 $110 $140
3 23% LI $16 $17) $17) $93
4 25% LI $5 ($42) ($42) $82
1 9% ELI $98 $255 $255 $320 P P P
2 10% ELI $98 $254 $254 $320 P P P
3 11% ELI $229 $130 $130 $305 F
4 12% ELI $187 $109 $109 $263 F
1 12% VLI $2 $236 $236 $203 F P F
2 13% VLI $2 $227 $227 $255 E
Schedule B 3 15% VLI $166 $89 $89 $242 F
4 16% VLI $128 $82 $82 $204
1 21% LI $13 $116 $116 $140
2 22% LI $13 $110 $110 $129
3 24% LI $16 ($28) ($28) $93
4 26% LI ($31) ($68) ($68) $45
1 10% ELI $98 $255 $255 $320 P P P
2 11% ELI $98 $254 $254 $305 P P F
3 12% ELI $187 $106 $106 $263 F
4 13% ELI $144 $94 $94 $221
1 13% VLI 52 $224 $224 $255 F
2 14% VLI $2 $227 $227 $255 F
Schedule C 3 16% VLI $128 $67 $67 $204
4 17% VLI $128 $60 $60 $204
1 22% L $13 $105 $105 $129
2 23% LI ($88) $74 $74 $93
3 25% LI $5 ($43) ($43) $82
4 27% LI ($31) ($83) ($83) $45
1 11% ELI $98 $212 $212 $305 F
2 12% ELI ($19) $239 $239 $263 P P F
3 13% ELI $144 $87 $87 $221
4 14% ELI $144 $76 $76 $221
1 14% VLI $2 $224 $224 $255 F
2 15% VLI $2 $188 $188 $242 E
Schedule D 3 17% VLI $128 $61 $61 $204
4 18% VLI $115 $44 $44 $191
1 23% LI ($88) $69 $69 $93
2 24% LI ($88) $74 $74 $93
3 26% LI ($31) ($64) ($64) $45
4 28% LI ($68) (5104) ($104) $9

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of feasibility is based on the actual
numbers before rounding.
Source: AECOM
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TOIA Incentives Tested (Commercial) Residual Land Value/Sq.Ft. Feasibility
Commercial

Base Typology CY4-R P5-R P7-R TW-R CY4-R P5-R P7-R TW-R

Density Cohort Medium I Med. High I High I High Medium | Med. High I High I High

Market Land Value/Sq.ft. $240

Potential Set Aside Schedules TOIA Tier |Affordability

Base Case Scenario - - $188 $155 $161 $408 ¥
1 8% ELI $256 $256 $346 $821 P P P P
2 9% ELI $289 $289 $665 $884 P P P P
3 10% ELI $381 $320 $685 $1,654 P P P P
4 11% ELI $130 $305 $690 $1,589 P P P
1 11% VLI $218 $218 $301 $753 P P
2 12% VLI $258 $258 $600 $822 P P P P

Schedule A 3 14% VLI $320 $255 $601 $1470 P P P P
4 15% VLI $89 $242 $607 $1,398 P P P
1 20% LI $108 $108 $115 $498 P
2 21% LI $140 $140 $394 $535 P P
3 23% LI $198 $93 $369 $964 P P
4 25% LI ($43) $82 $336 $840 P P
1 9% ELI $214 $214 $313 $783 P P
2 10% ELI $247 $247 $627 $842 P P P P
3 11% ELI $346 $305 $647 $1,589 P P P P
4 12%ELI $106 $263 $663 $1,502 P P P
1 12% VLI $218 $218 $279 $718 P P
2 13% VLI $258 $258 $596 $767 P P P P

Schedule B 3 15% VLI $313 $242 $566 $1,398 P P P P
4 16% VLI $67 $204 $573 $1,339 P P
1 21% LI $96 $96 $89 $475 P
2 22% LI $104 $104 $361 $492 P P
3 24% LI $198 $93 $346 $896 P P
4 26% LI ($64) $45 $303 $785 P P
1 10% ELI $214 $214 $295 $756 P P
2 11% ELI $247 $247 $600 $804 P P P P
3 12% ELI $323 $263 $620 $1,502 P P P P
4 13% ELI $87 $221 $625 $1,437 P P
1 13% VLI $180 $180 $241 $694 P P
2 14% VLI $220 $220 $562 $743 P P

Schedule C 3 16% VLI $281 $204 $542 $1,339 P P P
4 17% VLI $61 $204 $548 $1,260 P P
1 22% LI $96 $96 $74 $440 P
2 23% LI $67 $67 $339 $460 P P
3 25% LI $169 $82 $313 $840 P P
4 27% LI ($69) $45 $280 $710 P P
1 11% ELI $198 $198 $263 $714 P P
2 12% ELI $232 $232 $562 $777 P P
3 13% ELI $289 $221 $582 $1,437 P P P
4 14% ELI $73 $221 $598 $1,372 P P
1 14% VLI $180 $180 $235 $660 R
2 15% VLI $182 $182 $538 $705 P P

Schedule D 3 17% VLI $281 $204 $508 $1,260 P P P
4 18% VLI $39 $191 $514 $1,201 P P
1 23% LI $60 $60 $49 $407 7
2 24% LI $67 $67 $306 $437 P R
3 26% LI $151 $45 $291 $785 P P
4 28% LI ($90) $9 $248 $654 P P

Note: “P” indicates preferable scenarios, “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLV's are rounded, and the determination of feasibility is based on the actual
numbers before rounding.
Source: AECOM
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5.5 Summary and Implications

Findings and implications for policy are summarized below:

e Opverall, the TOIA incentives and associated set-aside requirements should help
produce more market-rate and affordable units than would otherwise be feasible. The
analysis of proposed density bonus and affordability parameters for the City’s TOIA program
show that the scheduled incentives should provide developer applicants with preferred
returns in Market 4 and, to a lesser extent, Market Tier 3 areas.

e Scenario feasibility is very sensitive to increased affordable set-asides. Based on
current market conditions, no scenarios tested in Market Tiers 1 and 2 were feasible. In
Market Tier 3, the number of feasible scenarios decreases quickly in schedules where
higher levels of affordable set-asides are required.

e TOIA scenarios in Market Tier 4 result in feasible prototypes across density cohorts,
even with increased affordability standards. Under the market conditions modeled, this is
the only market tier that clearly supports higher levels of set-asides (up to Schedule C/D).
Increasing set-aside requirements could result in fewer projects being built, particularly in
places with weaker market conditions, offsetting some of the potential affordable housing
production gains that the proposed TOIA enhancements seek to provide.

e In residentially zoned areas, TOIA Schedule A produces similar development returns
compared to DBO. Figure 5 shows the highest residual land values achieved by prototype
on residential zoned land in Market Tier 4 under TOIA Schedule A, compared to the DBO
program. As tested, DBO projects generate higher or similar RLVs for courtyard projects —
suggesting that a profit-seeking developer may be more likely to take advantage of the DBO
program where both are available. However, TOIA Schedule A generates higher returns for
the P5 prototype.®?

Figure 5. Highest RLV Achieved by Prototype: DBO v. TOIA Schedule A in Market Tier 4
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Comparison shows rental prototypes in residential zones.
Source: AECOM

%2 pBo projects were not tested on sites with commercial zoning so cannot be compared.
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While TOIA offers higher density bonuses than DBO, the financial benefit for
applicants is in part offset by the method of calculating affordable set-aside units for
TOIA. The TOIA program calculates affordability set-aside requirements on the total number
of units per project. This is a shift from DBO which calculates set-aside requirements as a
percentage of units allowed under density limits tied to a site’s base zoning condition. In
other words, whereas under DBO, all bonus units are market-rate, under TOIA some of the
bonus units are required to be set-aside as affordable.

In some cases, TOIA project feasibility may also be affected by counting above-
ground parking against FAR, although developers may partially offset the impact by
reducing parking ratios. TOIA projects are generally limited by FAR rather than density, so
counting above-ground parking as part of FAR has a more significant impact on TOIA
projects compared to the DBO program, where density is generally the limiting factor. This
analysis assumes that projects will provide parking ratios consistent with the parking ratio of
projects recently developed under the existing TOC program.®® These parking ratios reflect
an assumption that parking will be provided as a function of both market demand for parking
spaces (which impacts a project’s achievable rents, overall marketability, competitive
position, etc.) as well as underwriting practices that favor parking standards of previous
successful projects that lenders see as market-proven concepts (which impacts a project’s
ability to attract favorable financing). In some cases, developers may choose to further
reduce parking ratios to maximize living area.**

Developers who take advantage of the TOIA program in strong market tiers are likely
to build ELI units. ELI units generate less revenue per unit than LI or VLI. However, ELI
projects still generate higher overall returns because projects that provide ELI units are
required to provide fewer affordable units, compared to projects that provide LI or VLI units.
This is consistent with the City’s experience that most projects that have utilized the existing
TOC program have built ELI units.®

33 Recently developed projects under the former TOC program served as the basis for development comparables.

34 The financial implications of reducing parking vary. On a per-space basis, parking is assumed in this analysis to
cost approximately $50,000 per underground space and $35,000 per above-ground podium space. Reducing
underground parking results in direct cost savings (although the market rents that the developer may achieve may
decline slightly as well), so generally increases overall project feasibility. For P5, P7, and TW, where a podium is
provided, the developer could replace the parking spaces with additional residential uses to enhance the revenue
stream. However, building residential space entails its own construction costs (as well as revenues), and in some
cases the building may need to be redesigned to accommodate appropriate residential areas.

35 |n Market Tier 1, at the other end of the spectrum, ELI unit pathways generate higher residual land values
compared to LI/VLI pathways because there is a smaller gap between market-rate and VLI/LI units.
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6. Opportunity Corridors (OC) Incentive
Program

6.1 Overview

The City’s proposed Opportunity Corridors incentive program (OC) advances a holistic vision for
livable and sustainable communities by increasing housing capacity along major streets located
in Higher Opportunity Areas. This strategy will focus new housing opportunities on major
corridors, particularly those with transit access, to provide affordable housing options near
transit and amenities. Incentives available in the OC program would be provided generally in
excess of incentives available in the DBO and TOIA programs.

The proposed OC program is intended to help the City fulfill Affirmatively Further Fair Housing
(AFFH) requirements by creating substantial new housing capacity in Higher Opportunity Areas
and in Racially Concentrated Areas of Affluence.

6.2 Opportunity Corridor Incentive Program

OC encourages more dense housing development along major thoroughfares located in jobs-
rich and transit-rich locations in Higher Opportunity Areas, providing density in exchange for
affordable housing set-asides. Given that corridors include commercial and residential zoned
areas with varying scales and site considerations, the strategy proposes a tiered incentive-
based approach, with incentives designed to reflect differences in commercially (C) zoned
stretches compared to residential (R) zoned areas, as well as to reflect the importance of
transit-rich locations.

The OC program proposes two main criteria for site eligibility: proximity to transit and location
within High or Highest Resource Areas designated by the California Tax Credit Allocation
Committee (CTCAC). Eligible sites are categorized into three OC incentive tiers with
affordability requirements and FAR and height incentives that largely mirror those available in
the proposed TOIA program. Density bonuses for each tier are limited by development
standards such as FAR and height regulations. OC site eligibility requirements are shown in
Table 37, and key incentive options are shown in Table 38.

Table 37. Opportunity Corridors Incentive Area Eligibility Requirements

OC Area Eligibility Requirements

Incentive Area  Site Requirements’ Eligible Underlying Zones" TCAC Opportunity Areas
Sites fronting on corridors with Frequent
0OC-1 )
Bus Senice
Sites frontil High Quality T it
0oc-2 SI es oc lnsdon b 'on Lually franst Commercial Zones and Residential Zones
enice Lormdors (R2, RDS, RDS5, RD4, RD3, RD2, RD1.5, High and Highest Resource Areas
Sites fronting on an Avenue or Boulevard
o . RW?2, R3, RAS3, R3, RAS4, R5)
oc3 and located within a = 2640 ft (0.5 mile)
radius from intersection of Metro Rail and
Rapid Bus Station®
Notes:

a. To be an eligible Opportunity Corridor Housing Development, the project must be located on a lot, any portion of which, must
meet the eligibility criteria in Section 2, Paragraph (g), including transit eligibility and site requirements, which require a lot to be
fronting or have direct pedestrian access to the eligible Opportunity Corridor. Sites that are contiguous or have a lot tie with lots that
meet the aforementioned criteria are eligible to receive the Opportunity Corridor Incentives.

b. Frequent Bus Service. Corridors with bus lines that have a 30 minute or less service frequency during peak hours.

c. Corridors within one-half mile (2,640 ft) from a major transit stop or a transit corridor with 15 minutes or less service frequency
during peak commute hours.

Source: City of Los Angeles
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Table 38. Proposed Opportunity Corridor Program Incentives

OC Area

Proposed OC Program Base Incentives

oo T o

Base Zone

FAR Maximum of:

Residential

3.00 FAR

Commercial

3.50 FAR

Residential

3.50 FAR

Commercial
4.00 FAR

Residential

0cC-3

4.50 FAR

Revised Final Report, 02/20/2025

Commercial

45% over base

50% over base

1 story/11 feet

2 stories/22 feet

3 stories/33 feet

Add'l Height (above Base) Up to total 45 up to 5 total Up to total 56 up to 6 total up to 7 total stories
stories stories

DUAC Bonus Unlimited Unlimited Unlimited

Parking No minimum required No minimum required No minimum required

Source: City of Los Angeles, AECOM

6.3 Incentive Program Scenarios and
Prototypes

As noted above, the proposed OC program uses the TOIA incentive structure as a framework,
and the City proposes to align OC set-aside requirements to TOIA set-aside requirements as
well. AECOM explored the feasibility of four potential OC set-aside schedules, shown in Table
39.

AECOM tested one prototype in a commercial zone and one prototype in a residential zone for
each of the three OC incentive areas. The prototypes were selected to represent the housing
typologies that maximizes building envelope under the incentives offered for each OC inventive
area and zoning category. OC-1 is modeled as CY4 in residential zones and P5 in commercial
zones, OC-2 as P5 in residential zones and P6 in commercial zones, and OC-3 as P7 in both
residential and commercial zones. Each typology reflects the maximum height and FAR allowed
for its respective tier and zoning designation. The prototypes and associated sites for each of
these six scenarios are shown in Table 40.

Table 39. Proposed OC Incentives Tested

OC Incentives Tested

Affordability

OC Tier TOIA Tier*

Potential Set Aside Schedules ELI VLI Ll
1 2 9% 12% 21%
Schedule A 2 3 10% 14% 23%
3 4 11% 15% 25%
1 2 10% 13% 22%
Schedule B 2 3 11% 15% 24%
3 4 12% 16% 26%
1 2 1% 14% 23%
Schedule C 2 3 12% 16% 25%
3 4 13% 17% 27%
1 2 12% 15% 24%
Schedule D 2 3 13% 17% 26%
3 4 14% 18% 28%

Note: See Table 38 for incentives associated with each OC tier.
*None of the proposed OC tiers are proposed to align with TOIA Tier 1.
Source: City of Los Angeles
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Table 40. Sites and Prototypes Tested by OC Tier

Opportunity Corridor

Prototypes Assumptions

Revised Final Report, 02/20/2025

Residential Zones Commercial Zones
Opportunity Corridor (OC) Incentive Area
oc-1 0C-2 0C-3 o]0y | 0C-2 0C-3
MWaximum FAR (includes base incentives only) 3.0 R 445 35 4.0 4.5
Maximum # stores 4 9 7 5 o 7
Resulting Developm ent Prototype
Typology CYd P5 P7 PS5 P& P7
Descriptian 4-st0ryst(;|ueurtyard- 3-Story Podium | 7-Story Podium | 8-Stary Podium | B-Story Podium | 7-Story Podium
Use Program All Residential All Residential All Residential All Residential All Residential Mixedlse
Parking Strate gy Undergruund 1-evel p.udium 2Hewel p.udium 1-level pudium 1-level p.odium 2-lewel p.udium
parking parking parking parking parking parking
Site Area
Land Area (SF) 6,500 13,000 19,500 10,000 15,000 20,000
Gross Building Area [ SF without Parking) 16,875 37,333 59733 28,800 50,133 f5,600
Gross Building Area (SF with Parking) 17,330 45133 87,033 34,800 59,133 84,600
et Leasable Area (MLA, unit space only) 13,500 28,000 44 800 21,600 37,600 45,200
Unit Count and Mix
Total Num ber of Units 15 35 64 27 47 66
Unit Mix
0BR 0 i 19 ] g 20
1BR a 18 32 14 24 33
2BR a 11 13 a 14 13
3BR ] 0 0 0 0 ]
4BR 1] 0 1] 1] 1] 1]
Approximate Mix as a % of Total
0BR 0% 20% 0% 20% 20% 30%
1BR 50% 50% 50% 50% 50% 50%
2BR 50% 30% 20% 30% 30% 20%
3BR 0% 0% 0% 0% 0% 0%
4BR 0% 0% 0% 0% 0% 0%
Density and Intensity
Effective Density (DUAC) 101 117 143 118 136 144
Effective FAR [Without Parking) 26 248 3.1 29 3.3 3.3
Effective FAR (With Parking) 2.7 348 4.5 3.5 3.9 4.5
. Equivalent to Equivalent to Equivalent to Equivalent to Equivalent to Equivalent to
Affordable Set-Aside Level TOIA-2 TOIA3 TOIA4 TOIA-2 TOIA3 TOIA4
Parking Underground Podium & Podium & Podium & Podium & Podium &
Underground Underground Underground Underground Underground
Fesidential Parking (spaces/BR) 0.6 ng 0. 0.y IR] IR]
Tatal Parking Spaces 20 A3 7R 43 34 a5
Ahove-Ground Podium 0 19 68 15 22 G0
Underground 20 44 a3 33 g2 35

Source: AECOM
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6.4 Results

This section describes the results of the OC analysis. For the OC analysis, no base case was
tested because the analysis modeled the maximum densities within each incentive area (limited
by height and FAR) that each prototype could achieve, rather than “stepping up” up from a base.
A feasible scenario is one that generates a residual land value that is consistent with the
observed market values.

In Market Tiers 1 and 2 (Table 41), all scenarios generate fail to meet the land value standard
for feasibility. Increasing the set aside requirements further reduce the RLV.

Table 41. OC Scenario Residual Land Value and Feasibility in Market Tier 1 and 2

RLV Feasibility
Residential

RLV Feasibility
Commercial

OC Incentives Tested - Market Tier 1

Market Land Value/Sq.ft. $140 $115
Potential Set Aside Schedules OC Tier TOIA Tier [Affordability
9% ELI ($564) ($536)
0OC-1 2 12% VLI ($541) ($551)
21% LI ($618) ($588)
10% ELI ($556) ($635)
Schedule A 0C-2 3 14% VLI ($566) ($649)
23% LI ($630) ($700)
11% ELI ($468) ($654)
OC-3 4 15% VLI ($471) ($657)
25% LI ($515) ($703)

RLV Feasibility
Commercial*

OC Incentives Tested - Market Tier 2 Feasibility

Residential*

Market Land Value/Sq.ft. $145 $170
Potential Set Aside Schedules OC Tier TOIA Tier |Affordability
9% ELI $33 $12
0OC-1 2 12% VLI $57 ($25)
21% LI ($108) ($99)
10% ELI ($11) ($5)
Schedule A 0OC-2 3 14% VLI ($43) ($44)
23% LI ($164) ($145)
11% ELI $5 ($169)
0OC-3 4 15% VLI ($16) ($190)
25% LI ($105) ($280)

Note: “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of
feasibility is based on the actual numbers before rounding.
Source: AECOM
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Table 42 shows the results for Market Tier 3, organized by residential versus commercial zoned
prototypes, set aside schedule, OC tier, and affordability level selected to achieve the density
bonus. Under Schedule A and B, OC-1 (tested with CY4 prototype) is feasible on residential
zoned parcels.

Table 42. OC Scenario Residual Land Value and Feasibility in Market Tier 3

OC Incentives Tested - Market Tier 3 RLV Feasibility RLV Feasibility
Residential Commercial
Market Land Value/Sq.ft. $175 $185
Potential Set Aside Schedules OC Tier TOIA Tier |Affordability
9% ELI $159 $148
0OC-1 2 12% VLI $183 F $105
21% LI ($1) $22
10% ELI $125 $150
Schedule A 0C-2 3 14% VLI $87 $106
23% LI ($49) 87
11% ELI $126 ($47)
0oC-3 4 15% VLI $101 ($72)
25% LI ($0) ($176)
10% ELI $159 $148
0OC-1 2 13% VLI $183 F $105
22% LI ($1) $22
11% ELI $125 $129
Schedule B 0C-2 3 15% VLI $67 $88
24% LI ($49) ($57)
12% ELI $126 ($47)
OC-3 4 16% VLI $94 ($79)
26% LI ($6) ($204)
11% ELI $159 $148
0OC-1 2 14% VLI $84 $105
23% LI ($1) ($52)
12% ELI $58 $129
Schedule C 0C-2 3 16% VLI $67 $88
25% LI ($49) ($57)
13% ELI $101 ($72)
OC-3 4 17% VLI $94 ($109)
27% LI ($35) ($204)
12% ELI $159 $76
0OC-1 2 15% VLI $84 $26
24% LI ($1) ($52)
13% ELI $58 $71
Schedule D 0oC-2 3 17% VLI $67 $88
26% LI ($106) ($72)
14% ELI $101 ($106)
0oC-3 4 18% VLI $63 ($109)
28% LI ($35) ($224)
Note:

1. “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of
feasibility is based on the actual numbers before rounding.

2. The sites of OC-1, OC-2, and OC-3 are tested with the prototypes of CY4, P5, and P7 respectively.

Source: AECOM
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Table 43 shows the results for Market Tier 4. In Market Tier 4, many scenarios are feasible
across potential set-aside schedules and OC tiers. In general, ELI projects generate the highest
RLVs, suggesting that developers will choose options to build ELI units instead of VLI or LI
units.

Table 43. OC Scenario Residual Land Value and Feasibility in Market Tier 4

OC Incentives Tested - Market Tier 4 RLV Feasibility RLV Feasibility
Residential* Commercial*
Market Land Value/Sq.ft. $230 $240
Potential Set Aside Schedules OC Tier TOIA Tier |Affordability
9% ELI $296 F $280 F
OC-1 2 12% VLI $320 F $231
21% LI $114 $139
10% ELI $256 F $302 F
Schedule A 0C-2 3 14% VLI $213 $251 F
23% LI $63 $126
11% ELI $281 F $110
0oC-3 4 15% VLI $251 F $80
25% LI $134 ($41)
10% ELI $296 F $280 F
0OC-1 2 13% VLI $320 F $231
22% LI $114 $139
11% ELI $256 F $279 =
Schedule B 0C-2 3 15% VLI $191 $232
24% LI $63 $71
12% ELI $281 F $110
OC-3 4 16% VLI $242 F $71
26% LI $126 ($72)
11% ELI $296 F $280 F
0OC-1 2 14% VLI $212 $231
23% LI $114 $57
12% ELI $183 $279 F
Schedule C 0C-2 3 16% VLI $191 $232
25% LI $63 $71
13% ELI $253 F $83
OC-3 4 17% VLI $242 F $38
27%LI $94 ($72)
12% ELI $296 F $202
OC-1 2 15% VLI $212 $145
24% LI $114 $57
13% ELI $183 $215
Schedule D 0C-2 3 17% VLI $191 $232
26% LI ($0) $54
14% ELI $253 F $46
0oC-3 4 18% VLI $207 $38
28% LI $94 ($95)
Note:

1. “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of
feasibility is based on the actual numbers before rounding.

2. The sites of OC-1, OC-2, and OC-3 are tested with the prototypes of CY4, P5, and P7 respectively.

Source: AECOM

6.5 Summary and Implications

Findings and implications for policy are summarized below:

e The OC incentives and associated set-aside requirements may help produce more
market-rate and affordable units than would otherwise be feasible. The analysis of the
proposed OC program indicates the proposed incentives create sufficient value for
developer applicants to acquire and redevelop land in Market Tier 4 across OC areas — and,
to a lesser extent, in Market Tier 3.

e OC scenarios in Market Tier 4 result in feasible prototypes across OC tiers, even with
increased affordability standards. Under the market conditions modeled, only Market Tier
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4 clearly supports higher levels of set-asides (up to Schedule C/D). Similar to TOIA,
scenario feasibility is sensitive to increased affordable set-asides, suggesting that increasing
set-aside requirements could result in fewer projects being built in areas with less optimal
market conditions, offsetting some of the potential affordable housing production gains that
the proposed OC enhancements seek to provide.

e However, in areas zoned for residential, developers may choose to take advantage of
DBO rather than OC as currently proposed, although the decision will ultimately
depend on the underlying zoning and other project specifics. Figure 6 shows the
highest residual land values achieved by prototype on residential zoned land in Market Tier
4 under OC Schedule A, compared to the DBO program. As tested, DBO projects generate
slightly higher RLVs for across prototypes—suggesting that a profit-seeking developer may
be more likely to take advantage of the DBO program in some cases. Similar to TOIA, while
OC offers higher density bonuses than DBO, the financial benefit for applicants is in part
offset by the method of calculating affordable set-aside units for OC. In addition, the FAR
limits associated with OC limit the total building footprint that the prototypes can achieve,
whereas the sites tested for DBO on residential parcels could generally achieve higher
densities within the density and FAR bonuses allowed. Ultimately, however, the comparison
between programs will depend in part on the specific zoning district where the parcel is
located.®®

Figure 6. Highest RLV Achieved by Prototype: DBO v. OC (Schedule A) in Market Tier 4

Cy4 P5

mDBO mOC (Schedule A)

$400
$350
$300
$250
$200
$150
$100

$50

$-

Comparison shows rental prototypes in residential zones. CY4 and P5 were tested with OC-1 and OC-2 Tiers, respectively.
Source: AECOM

e Developers who take advantage of the OC program in stronger market areas are likely
to build ELI units. ELI units generate less revenue per unit than LI or VLI. However, ELI
projects still generate higher overall returns in Market Tier 4 because projects that provide
ELI units are required to provide fewer affordable units, compared to projects that provide LI

36 The P7 prototype was also tested under both OC-3 and DBO. However, the results are not directly comparable

because the OC-3 project is limited to a total of 7 stories, while the DBO project was assumed to step up to a 28-story
tower in the model. This level of density will not be possible on all sites. DBO projects in commercial zoning districts
were not tested.
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or VLI units. This is consistent with the City’s experience that most projects that have utilized
the existing TOC program have built ELI units.*’

37 |n Market Tier 1, at the other end of the spectrum, ELI unit pathways generate higher residual land values
compared to LI/VLI pathways because there is a smaller gap between market-rate and VLI/LI units.
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7. Opportunity Corridor Transition (CT)
Incentive Area Program

7.1 Overview

This chapter focuses on the development economics and financial feasibility of housing
typologies envisioned to be developed through the City’s proposed Opportunity Corridor
Transition Incentive Area Program (CT). CT builds on the proposed Opportunity Corridor
program’s vision for livable and sustainable communities with increased housing capacity along
major streets located in Higher Opportunity Areas. This strategy will incentivize new low-rise
housing opportunities on parcels behind the Opportunity Corridor Incentive Areas, allowing
higher densities than would be permitted under base zoning conditions in exchange for
providing affordable units.

The proposed CT is the City’s strategy for promoting lower scale housing typologies, also known
as “missing middle housing.” Missing middle is a term used to refer to the gap in housing
options between detached single-family homes and mid-rise apartment buildings. Examples of
missing middle typologies include bungalow courts, multiplex buildings (duplex/triplex to six-
plex), townhomes, courtyard-style apartments, and walk-up rowhouses. Many of these were
commonly built before the 1950s and already exist in various places throughout the Los Angeles
area, but there are also areas in the City where they are not currently found. Over the years,
fewer missing middle housing options were developed due to more restrictive zoning
requirements, changes in market conditions, and increased single-family home development.

CT is an incentive-based program designed to fill the gap in housing options that exist between
detached single-family homes and the type of mid-rise apartment buildings expected to be
developed along Opportunity Corridors. CT takes a form-based approach that removes
limitations to facilitate missing middle construction, while ensuring new development respects
the scale of existing neighborhoods. The prototypes in this section went through several
iterations to adapt to the changing policy landscape and develop typologies that fit the character
and nature of the CT program. Appendix A includes a brief history of these prototypes and a
narrative explanation for the various versions explored.

7.2 Corridor Transition Incentive Program

CT promotes low-scale, medium-density housing development in Higher Opportunity Areas. The
incentive program proposes increasing allowable density in exchange for affordable housing
set-asides. CT builds on the proposed Opportunity Corridor program, using a similar tiered
incentive-based approach, with incentives designed to reflect differences in distance between
more dense mid-rise development along corridors and less dense single-family homes.

The CT program proposes three main criteria for site eligibility: proximity to Opportunity Corridor
Incentive areas, base zone designation, and location within CTCAC-designated High or Highest
Resource Areas. Eligible sites are categorized into two CT incentive areas, with CT-1 being the
lower incentive tier and CT-2 offering more generous incentives. Density bonuses for each tier
are limited to 6 units per parcel in CT-1 and 10 units per parcel in CT-2. Additional FAR is
awarded commensurate with the number of units built, but new development is constrained by
height limits. The City is also considering allowing increased height and/or FAR for projects with
more than 40% two-bedroom units. CT site eligibility requirements are shown on Table 44 and
key incentive options are shown on Table 45.
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Table 44. Corridor Transition Incentive Area Eligibility Requirements

CT Area Eligibility Requirements

CT1

350 ft buffer fromsites eligible 150 ft buffer from sites eligible for
Site Requirements Opportunity Corridor Incentives Opportunity Corridor Incentives
except RC-1 except RC-1
Higible Residential properties in
Underlying Zones R2 and RD zones
TCAC Within High
Opportunity Areas and Highest Resource Areas
Source: City of Los Angeles, AECOM
Table 45. Proposed Corridor Transition Incentives
Proposed CT Program Incentives
CT-1 CT-2

1.30 FAR for 5 units (per lot)

FAR + 0.15 FAR for each additional unit

Density Bonus Up to 10 units per lot
Max Height

Parking

Up to 6 units per lot

2 stories 3 stories

No requirement

Note: A Project that includes a minimum of 40% of total Residential Units as 2-bedroom or larger (per the draft of the CHIP
Ordinance released in September 2024), shall be granted either additional Floor Area up to 0.5 FAR or an additional 11 feet in
height.

Source: City of Los Angeles, AECOM

7.3 CT Program Scenario Tested
7.3.1

The analysis is organized by the two proposed CT incentive areas. CT-1 areas are allowed up
to 6 units per parcel, and CT-2 areas up to 10 units per parcel. The program parameters allow
for CT projects to take a variety of forms. For example, CT-1 projects could include a single-lot
project with 6 units, or a double-lot project with 12 units. A CT-2 project could include a single-lot
project with 8 units or a double-lot project with 16 units. Other key parameters include a 2-story
limit for CT-1 and a 3-story limit for CT-2. Both CT-1 and CT-2 allow up to a maximum number of
units within an FAR that is commensurate to the number of units provided (Table 45).

Incentive Areas

AECOM developed prototypes that reflect the allowable range of unit counts, i.e., 5 and 6 units
per lot for CT-1 and 8 and 10 units per lot for CT-2. These are shown in Table 46. It should be
noted that while these prototypes are examples of the forms that CT projects map take, they are
not a comprehensive set of possible applications.

7.3.2 Affordable Set-Aside Requirements

To explore the amount of affordability that can be supported by the CT program, AECOM tested
a range of affordable set-aside options. Given the small-scale nature of missing middle
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described in California State Law, the set-aside analysis uses a set-aside schedule tied to a
specific number of units rather than the percentage-based approach used for the other incentive

programs.

As shown in Table 46, 1-unit and 2-unit set aside options were tested. Each set-aside level is

tested at each affordability level (i.e., ELI, VLI, LI, and MI rental projects and Ml for-sale

projects). As shown, this results in effective set-aside percentages (calculated as affordable
units divided by total units) that range from 11% to 20% in scenarios tested for CT-1, and 20%

to 40% for scenarios tested for CT-2.

Table 46. CT Test Scenarios

Corridor Transition

Effective Set-Aside (% of total)

‘ Incentive Area

‘Set-Aside Scenarios
1-Unit Set-Aside Per Lot

Effective Set-Aside (% of total)

Prototype (Rent or Sake) 4DR RH-R TH-S CY3R CY3-S CY3-R
Lot Configuration 1 2 2 2 2 1
Units per Lot 5 6 6 8 8 10
Total Units 12 12 16 16 10

Moderate (For Sale)

17%

13%

Moderate (For Rent)

20%

17%

13%

10%

LI

20%

17%

13%

10%

VLI

20%

17%

13%

10%

ELI

20%

17%

13%

10%

2-Unit Set-Aside Per Lot

Moderate (For Sale)

33%

25%

Moderate (For Rent)

40%

33%

25%

20%

LI

40%

33%

25%

20%

VLI

40%

33%

25%

20%

ELI

40%

33%

25%

20%

Source: AECOM

7.3.3 Sites and Prototypes Tested

In this section, AECOM updated the methodology for calculating FAR and buildable area for the
CT programs. Specifically, the original calculation of FAR was based on the gross lot area, with
parking included in the FAR. In the revised version, however, the buildable area is based on the
net lot area, and parking is excluded from the FAR calculation. Note that the program structures
and scenarios otherwise remain the same.

The CT prototypes and site sizes are shown in Table 47. Prototypes were selected in
coordination with City staff to align with the envisioned scale of CT projects and typical eligible
lot size.

The specific parameters of the proposed CT program have some implications for development
that require adjustments to the prototypes compared to those used for the analysis of other
programs. Specifically, under the CT program, the proposed FAR allowances require the RH-R
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and TH-S prototypes to provide reduced parking ratios. For-sale townhomes (TH-S) are
assumed to provide 1.0 parking spaces per unit and rental rowvhomes (RH-R) have an average
parking ratio of slightly less than one (0.83), meaning that some units would not have an
assigned parking space.

Reduced parking ratios are expected to have a negative impact on rents. A review of existing,
comparable real estate projects showed that small-scale rental properties with less than 1.0
space per unit typically achieve rents ranging from 2 to 8 percent less compared to projects with
more typical parking ratios. For the purposes of this analysis, it is assumed that the RH-R
prototype with reduced parking would command 5% lower rents compared to the typical market
rents shown in Chapter 3, Table 7.

The impact of reduced parking on for-sale products is less conclusive. Based on a review of
comparable projects, existing ownership townhomes with 1.0 space per unit in Los Angeles are
generally built in high-value places where land is priced at a premium, and development has
lower-than-average unit sizes and commands a higher sales price per square foot. Based on
this observation, no change was made to for-sale revenues compared to the typical for-sale
prices shown in Chapter 3, Table 8.

In addition to FAR, the maximum height is a limiting factor for the CT program. The most typical
townhome in Los Angeles is three stories; as shown in Table 45, the maximum height in CT-1 is
two stories, requiring a slightly reduced unit average unit size and more living space to be
provided on the ground-floor than in a typical townhome. In the CT-2 zone, the FAR and height
limitations are expected to require parking to be provided below ground, which significantly
increases costs and affects feasibility.®

% The City’s proposed multi-bedroom unit incentive — which as of the September 2024 draft of the ordinance would grant projects
either an additional Floor Area up to 0.5 FAR or an additional 11 feet in height if they provide a minimum of 40% of total Residential
Units as 2-bedrooms or larger — could help alleviate these constraints.
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Corridor Transition Sites and Prototypes

CT Incentive Area 1

CT Incentive Area 2

CT1-5-R CT1-6-R CT1-6-S CT2-8-R CT2-8-S CT2-10-R

4D-Rent RH-Rent TH-Sale CY 3-Rent CY 3-Sale CY3-Rent

2-Duplex Row House Tow nhome 3-Story Courtyard 3-Story Courtyard 3-Story Courtyard
Lot configuration Single-lot Double-lot Double-lot Double-lot Double-lot Single-Lot
Number of Units per Lot 5 6 6 8 8 10
Total Number of Units 5 12 12 16 16 10
Site Size AC 0.14 0.28 0.28 0.25 0.25 0.13
Site Size SF 6,000 12,000 12,000 11,000 11,000 5,500
Lot Coverage Ratio 75% 80% 80% 80% 80% 75%
Maximum FAR allow ed w ith All Bonus 1.80 1.95 1.95 2.25 2.25 2.55
Allow able Gross Building Area SF 8,100 18,720 18,720 19,800 19,800 10,519
Building Efficiency Ratio 95% 95% 100% 95% 97% 96%
Allow able Net Leaseable/Sellable Area SF 7,695 17,784 18,720 18,810 19,206 10,098
Effective GSF 6,579 15,632 15,900 18,737 18,918 10,313
Effective FAR* 1.46 1.63 1.66 2.13 2.15 2.50
Effective Density (DUAC) 36 44 44 63 63 79
Height (stories) 2 2 2 3 3 3

Avg Unit Size

0BR 0 0 0 0 0 0
1BR 700 800 800 800 950 800
2BR 1,050 1,250 1,250 1,200 1,200 1,200
3BR 1,200 1,550 1,550 1,500 1,500 1,500
4BR 1,400 1,900 1,900 1,900 1,900 1,900
Unit Mix 5 12 12 16 16 10
0BR 0 0 0 0 0 0
1BR 0 3 0 5 7 6
2BR 1 5 9 9 6 3
3BR 2 4 3 2 3 1
4BR 2 0 0 0 0 0
Parking 10 10 12 17 17 9
Spaces Per BR 0.63 0.40 0.44 0.59 0.61 0.59
Spaces per Unit 2.00 0.83 1.00 1.06 1.06 0.90
Parking Strategy &Tizz‘z%eder Tuck-Under Tuck-Under Underground Underground Underground
*Parking is not counted toward FAR

Source: AECOM
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7.4 Results

This section describes the results of the feasibility testing. Note that for the CT program, only
one RLV standard (“feasibility”) is used to gauge the expected financial outcomes of the
incentive program scenarios. This is because the CT program will primarily be applied to
redevelopment of single-family lots or similarly scaled, low-density residential uses. Accordingly,
the market land value assumptions are based on recent transactions of single-family family lots.
The base case (100% market-rate) scenario would also most likely be a single-family home, so
“feasibility” and “preferability” are effectively the same for the CT analysis.

7.41 Residual Land Value and Feasibility
Analysis

The following four tables summarize tested residual land value and feasibility for each CT
incentive area in Market Tiers 1 through 4. A feasible scenario is one that generates a residual
land value that is consistent with observed market values.

In Market Tier 1, residual land values are mostly negative and only one of the scenarios meets
the $120 market land value threshold for feasibility (Table 48). The feasible prototype is a for-
sale CY3-S with one affordable unit in the development.

Table 48. CT Scenario Residual Land Value and Feasibility (Market Tier 1)

Market Tier 1
(Market Land Value: $120 Per Sq. Ft.)

Residual Land Value ($/Land SF) Feasibility
Incentive Area CT-1 CT-2 CT-1 CT-2
Prototype 4D-R | RH-R | TH-S |CY3-R[CY3-S|CY3-R| 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Market Land Value ($/SF $120
Moderate (For Sale) $26 $131 F
Moderate (For Rent) ($74) | ($16) ($195) ($133)
LI ($104)[ ($34) ($210) ($163)
VLI ($110)| (340) ($216) ($170)
ELI ($123)] ($52) ($228) ($163)
Moderate (For Sale) ($41) $31
Moderate (For Rent) ($93) | ($58) ($208) ($139)
LI ($160)[($112) ($256) ($183)
VLI ($174)[($124) ($268) ($195)
ELI ($200)[($150) ($293) ($220)

Note: Feasibility rows are blank because all scenarios are infeasible. All RLVs are rounded, and the determination of feasibility is
based on the actual numbers before rounding.
Source: AECOM

In Market Tier 2 (Table 49), several courtyard (CY) scenarios with one affordable set-unit unit
are feasible. The 10-unit CY3-R prototype is also broadly feasible with two set-aside units.
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Table 49. CT Scenario Residual Land Value and Feasibility (Market Tier 2)

Market Tier 2
(Market Land Value: $170 Per Sq. Ft.)

Market Tier 2 Residual Land Value ($/Land SF) Feasibility

Incentive Area CT-1 CT-2 CT-1 CT-2
Prototype 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 6 12 12 16 16 10
Moderate (For Sale) $122 $294 F
Moderate (For Rent) $5 $71 $175 $279 F F
LI ($28) | $54 $163 $248 F
VLI ($35) | $47 $156 $242 F
ELI $48) | $34 $143 $253 F
Moderate (For Sale) $23 $155

Moderate (For Rent) ($25) | $16 $118 $238 F
LI ($97) | ($40) $70 $197 F
VLI ($111) | ($54) $57 $184 F
ELI ($140)| ($81) $30 $159

Notes: “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of
feasibility is based on the actual numbers before rounding.
Source: AECOM

In Market Tier 3 (Table 50), rental rowhouses and courtyard housing have multiple feasible
pathways with one affordable unit. However, in scenarios with two affordable units, only the
high-density CY3 options and the for-sale courtyard remain feasible.

Table 50. CT Scenario Residual Land Value and Feasibility (Market Tier 3)

Market Tier 3
(Market Land Value: $220 Per Sq. Ft.)

Market Tier 3 Residual Land Value ($/Land SF) Feasibility

Incentive Area CT-1 CT-2 CT-1 CT-2
Prototype 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Moderate (For Sale) $284 $487 F F
Moderate (For Rent) $136 | $260 $248 $365 F F F
LI $103 | $246 $240 $333 F F F
VLI $96 | $239 $233 $327 F F F
ELI $82 | $226 $220 $342 F F
Moderate (For Sale) $131 $301 F
Moderate (For Rent) $75 | $165 $182 $317 F
LI $3 $111 $137 $279 F
VLI ($12) | $97 $124 $266 F
ELI ($41) | $70 $97 $241 F

Notes: “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of
feasibility is based on the actual numbers before rounding.
Source: AECOM
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In Market Tier 4 (Table 51), rental townhomes and higher-density CY3 developments could be
feasible with at least one affordable housing unit across all tested affordability levels. Lower-
density CY3 developments may also be broadly feasible, except when including one ELI unit.
Additionally, higher-density CY3 rentals with two set-aside units remain feasible at all
affordability levels. The two for-sale prototypes could support feasibility with one or two MI units.

Table 51. CT Scenario Residual Land Value and Feasibility (Market Tier 4)

Market Tier 4
(Market Land Value: $320 Per Sq. Ft.)

Residual Land Value ($/Land SF) Feasibility
Incentive Area CT-1 CT-2 CT-1 CT-2
Prototype 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Moderate (For Sale) $637 $795 F F
Moderate (For Rent) $249 | $396 $336 $468 F F F
LI $236 | $391 $339 $436 B F F
VLI $229 | $384 $332 $429 F F F
ELI $215 | $371 $319 $459 F F
Moderate (For Sale) $366 $544 F F
Moderate (For Rent) $180 | $274 $261 $413 F
LI $107 | $226 $225 $387 F
VLI $92 | $212 $212 $374 F
ELI $63 | $184 $184 $347 F

Notes: “F” indicates feasible scenarios, and blank indicates infeasible scenarios. All RLVs are rounded, and the determination of
feasibility is based on the actual numbers before rounding.
Source: AECOM

7.4.2 Summary and Implications

Key policy implications of this analysis include:

e The CT incentive program may produce housing products that are not currently
commonly built in LA today. These products include rental rowhouses and courtyard
apartments—two housing typologies that have historical precedent in LA but have not been
commonly built since at least 2000.%° Analysis of the proposed Corridor Transition program
indicates the proposed incentives create sufficient value for developer applicants to acquire
and redevelop land in Market Tiers 3 and 4 in the CT-2 incentive area, and to a more limited
extent in the CT-1 area.

e Affordable set-asides have a bigger impact on feasibility for smaller-scale CT-1
typologies than for larger-scale CT-2 projects. In this analysis, The CT-2 typologies
(courtyard projects) typically generated higher RLVs than the CT-1 typologies (double
duplex, rowhouses, and townhomes). Townhomes have long been validated by the market
and can be constructed efficiently without the use of structured or subterranean parking.
However, it is more challenging for smaller-scale CT-1 projects to bear the cost of set-aside
units. Even in Market Tier 4, CT-1 feasibility is generally limited to rowhouse and townhouse
projects that set-aside just one Ml unit.

Note that the CT results are not directly comparable with the DBO results, because the CT
prototypes are assumed to occur on different size lots (that reflect conditions on CT-eligible

39 see analysis of housing typologies in “Task 3: Market Analysis: Market & Economic Study for the Density Bonus
Ordinance Update and RHNA Rezoning Program,” developed by AECOM for LACP, May 2024.
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parcels, rather than citywide averages) and, in the case of townhomes and rowhomes, have
reduced parking ratios.
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8.

Conclusion

This analysis tested key elements of the City of Los Angeles’ Rezoning Program, which is
intended to create additional housing capacity and expand housing production. The updated
DBO program is likely to expand housing opportunities across the City by enabling a broad
range of different development types. The Mixed-Income Incentive Program is intended to
complement DBO by incentivizing housing development near transit and encouraging the
construction of various types of “low scale/low rise” housing.

This report offers analysis that is intended to inform City policy decisions about the appropriate
tradeoff between affordability requirements and development incentives in different parts of the
City. Key conclusions from the analysis include:

The updated DBO program and the Mixed-Income Incentive Program will create new
opportunities for market-rate and affordable housing development across the City. In
many scenarios and Market Tiers, development projects that utilize the programs are likely
to be feasible and preferable to base case projects.

The feasibility of incentive program scenarios varies significantly by Market Tier.
Incentive program scenarios tested are generally most feasible in Market Tier 4 (high market
strength). There is more limited feasibility in Market Tier 3, and some scenarios are feasible
under the DBO and CT programs in Market Tier 2 (medium/low market strength). None of
the incentive program scenarios tested were feasible in Market Tier 1 (low market strength).

The ultimate impact of the Mixed-Income Incentive Program will depend on the set-
aside schedules selected. In general, scenario feasibility is sensitive to increased
affordable set-asides, particularly in Market Tiers 2 and 3. Under the scenarios and market
conditions modeled, only Market Tier 4 clearly supports the higher set-aside levels tested.

In addition to set-aside levels, other program parameters such as the methodology
for calculating set-asides and FAR have a significant effect on project feasibility. In
particular, while TOIA and OC offer higher density bonuses than DBO, the financial benefit
for applicants is in part offset by the method of calculating affordable set-aside units for TOIA
and OC based on the total number of units per project. This is a shift from DBO which
calculates set-aside requirements as a percentage of units allowed under density limits tied
to a site’s base zoning condition. Based on the incentive program parameters tested, TOIA
and OC project feasibility may also be more affected than DBO project feasibility by counting
above-ground parking against FAR. However, developers may partially offset the impact of
this policy by reducing parking ratios.

Ultimately, the program that individual developers elect to pursue will depend in part
on base zoning and other factors specific to the site. Sites that are eligible for the
Mixed-Income Incentive Program will also be eligible for DBO. This report finds that under
the program parameters tested, DBO may offer higher RLVs than TOIA or OC for some
projects on residentially zoned sites.*® However, the relative benefits of each program will
depend in part on the underlying zoning districts. For example, commercially zoned lots
generally have smaller underlying FARs than residentially zoned lots, and therefore projects
on commercial lots may be more likely to take advantage of TOIA in part because the TOIA
program offers better FAR incentives compared to DBO.

40 The CT results were not directly comparable with the DBO results, because the CT prototypes are assumed to
occur on different size lots (that reflect conditions on CT-eligible parcels, rather than citywide averages) and, in the
case of townhomes and rowhomes, have reduced parking ratios because of physical site and FAR limitations.
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Appendix A: CT Prototype Analysis
Iterations

Between August 2024 and February 2025 AECOM and LACP tested four versions of the CT
prototypes that reflected different potential policy parameters under consideration. The following
section describes the various iterations of the CT prototypes as they evolved between their
initial conception and final inclusion in this report in support of the CHIP ordinance.

The original prototypes for the Corridor Transition Program were presented to the City Planning
Commission (CPC) on September 26, 2024. Three subsequent iterations of the CT prototypes
were later developed to explore the physical and financial feasibility of key policy parameters in
development for the CT program including:

e Floor to Area Ratio (FAR) for each development parcel could be calculated by the
Gross Lot Area or the Net Buildable Area.

o FAR for each development could Include or Exclude above ground structured
parking.

¢ FAR Density Bonus achieved by a minimum of 40% 2-Bedroom Units (or larger)
or 3-Bedrom Units (or larger).

o The prototypes also needed to align with key parameters in the Market Analysis
for unit sizes and prices (market and financial feasibility) and meet the applicable
development standards (physical site feasibility).

Table A 1 shows the key parameters of each iteration of the prototypes (iterations A-D) explored
in this analysis. Each iteration was associated with physical, financial, and/or market challenges,
also described in the table.

Table A 1: Key Policy Parameters Tested in Iterations of the CT Prototypes

Iteration FAR Calculation Method FAR Bonus Requirement Challenges
FAR Calculation Based on Gross Area, not Net
Cross Lot Area buildable Area
A 40% 2-Bedroom Units or Larger
Structured Parking Included Policy requires 40% 3-Bedroom units or larger for

the Density Bonus

Net Buildable Area
B 40% 3-Bedroom Units or Larger
Structure Parking Excluded

Unitsizes were in line with the Market Analysis,
but the prototypes exceeded the allowable FAR

Limited Feasibility of Tested Prototypes

Net Buildable Area
C 40% 3-Bedroom Units or Larger
Structure Parking Excluded

Prototypes out of line with the Market Analysis:
unit sizes were small relative to the marketand
parking requirements lower than market
supported strategies

Net Buildable Area Potential feasibility for a 2-Bedroom requirement,
D 40% 3-Bedroom Units or Larger but does not further the policy goal of developing
Structure Parking Excluded more 3-Bedroom Units
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Key Takeaways

The four iterations of the prototypes yielded the following takeaways related to physical and
financial feasibility:

¢ FAR calculations based on the Gross Lot Area and Exclusion of Structured Parking
improve physical and financial feasibility by increasing allowable Gross Square Footage
(GSF).

¢ Tying the FAR Density Bonus to the provision of 3-bedroom units (rather than 2-bedroom
units) makes financial feasibility more challenging.

e Overall, Prototype D (which allows the FAR Density Bonus for projects that include at
least 40% 2-bedroom units) aligned most clearly with comparable examples found in the
Market Analysis and yielded the most potentially feasible prototypes across incentive
areas and market tiers.

The details of each prototype and the financial feasibility results of the associated incentive area
and market tier are shown below in Table A 2 - Table A 5. Prototype D was ultimately included in
the report because of the relatively higher feasibility results, market support (clear support from
comparable built developments), and potential to further the goals of the CT program.
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Table A 2: Prototype A - CPC Version

A. CPC Version
1st Submission
Gross Parcel Calculation & 2BR Rule & Parking FAR & CPC Prototypes
August-24
- CT1-6 CT1-6 CT2-8 CT2-8
Rental For-Sale Rental For-Sale
Site Size AC 0.14 0.28 0.28 0.25 0.25 0.13
Site Size SF 6,000 12,000 12,000 11,000 11,000 5,500
Site Width (ft) 50 100 100 100 100 50
Site Depth (ft) 120 120 120 110 110 110
Lot Coverage Ratio 100% 100% 100% 100% 100% 100%
Developable Lot SF 6,000 12,000 12,000 11,000 11,000 5,500
Max FAR with Bonus 1.30 1.45 1.45 1.75 1.75 2.05
"Bigger-Unit" FAR Bonus 0.50 0.50 0.50 0.50 0.50 0.50
Based off 40% 2BR or Bigger Rule
Bigger-Unit % 100% 75% 100% 69% 56% 50%
Building Efficiency Ratio 95% 95% 100% 95% 97% 96%
Parking Area Per Space 120 120 120 120 120 120
Total Parking FAR SF 600 1,200 1,440 0 0 0
Above-ground Parking is counted toward FAR
I
Total Parking FAR SF 600 1,200 1,440 0 0 0
Total Unit NSF 6,250 14,850 15,900 17,800 18,350 10,600
Total Unit GSF 6,579 15,632 15,900 18,737 18,918 11,042
Total Bldg GSF 7,179 16,832 17,340 18,737 18,918 11,042
Effective FAR 1.20 1.40 1.45 1.70 1.72 2.01
Pass Pass Pass Pass Pass Pass
I
Total Unit Count 5
0BR 0 0 0 0 0 O
1BR 0 3 0 5 7 5
2BR 1 5 9 9 6 3
3BR 2 4 3 2 3 2
4BR 2 0 0 0 0 0
Resulting Density (DUAC) 36 44 a4 63 63 79
Avg Unit Size | 1,250 | 1,238 I 1,325 | 1,113 I 1,147 I 1,060
0BR 0 0 0 0 0 0
1BR 700 800 800 800 950 800
2BR 1,050 1,250 1,250 1,200 1,200 1,200
3BR 1,200 1,550 1,550 1,500 1,500 1,500
4BR 1,400 1,900 1,900 1,900 1,900 1,900
Resulting FAR 1.20 1.41 1.45 1.70 1.72 2.01
I
Total Parking Count
Space Per Bedroom 0.63 0.40 0.44 0‘59 0.61 0.59
Space Per Unit 2.00 0.83 1.00 1.06 1.06 1.00

Source: LACP, AECOM

Results by incentive area and market tier are shown below.
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Prototype

4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units

Moderate (For Sale)

Market Land Value ($/SF
1-Unit Set-Aside Per Lot

Moderate (For Rent) ($68) | $20 ($174) ($148)
L| ($92) | ($4) ($199) ($172)
($117)| ($19) ($208) (3197)

Moderate (For Sale)

$135)| ($35
2-Un|t Set-Aside Per Lot

i i i$225 $194
($18)

Moderate (For Rent) ($95) | $12 ($165) ($146)
LI ($148)[ ($31) ($201) ($179)
VLI ($203)| ($83) ($252) ($233)
ELI ($239)[($117) ($286) ($268)

Market Tier 2
Incentive Area

Market Tier 2
(Market Land Value: $170 Per Sqg. Ft.)

Residual Land Value ($/Land SF)

CT-1

CT-2

CT-1

Feasibility

CT-2

Prototype 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units

Market Land Value ($/SF
1-Unit Set-Aside Per Lot

Moderate (For Sale) $229

Moderate (For Rent) $37 | $90 $197 $284 F
LI $12 | $64 $171 $259 F F
VLI (516) | $50 $165 $233 F
ELI ($34) | $33 $147 $241 [F

2-Unit Set-Aside Per Lot

Moderate (For Sale) $39 $165

Moderate (For Rent) ($4) | $72 $162 $231 F
L (361) | $28 $128 $201 F
VLI ($119)] ($28) $74 $146

ELI ($158)| ($65) $38 $109

Market Tier 3
Incentive Area

Market Tier 3
(Market Land Value: $220 Per Sq. Ft.)

Residual Land Value ($/Land SF)

CT-2

CT-1

Feasibility

CT-2

Prototype -R | TH-S [CY3-R|CY3-S RH-R | TH-S |CY3-R|CY3-S
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10

Market Land Value ($/SF)

$220

1-Unit Set-Aside Per Lot

Moderate (For Sale) $193 $399

Moderate (For Rent) $178 | $235 $271 $376 F F F
LI $153 | $209 $244 $350 F F
VLI $126 | $197 $242 $324 F [F
ELI $141 | $180 $224 $338 F F

2-Unit Set-Aside Per Lot

Moderate (For Sale) $134 $311

Moderate (For Rent) $132 | $182 $227 $313 F F
LI $74 | $139 $196 $286 F
VLI $15 | $83 $141 $231 F
ELI ($524) | $46 $105 $194

Market Tier 4
Incentive Area

Market Tier 4
(Market Land Value: $320 Per Sq. Ft.)

Residual Land Value ($/Land SF)

CT-1

CT-2

CT-1

Feasibility

CT-2

Prototype - - -

Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Market Land Value ($/SF) $320

Moderate (For Sale) $458 $675 F F
Moderate (For Rent) $322 | $339 $359 $489 F F F F
LI $326 | $313 $332 $463 F F F
VLI $299 | $308 $341 $436 F [F
ELI $281 | $290 $323 $464 F F
Moderate (For Sale) $343 $554 F F
Moderate (For Rent) $235 | $262 $307 $415 F
LI $180 | $223 $286 $401 F
VLI $156 | $166 $230 $344 [F
ELI $116 | $129 $192 $306
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Table A 3: Prototype B - CPC Version with Revised Calculations

B. CPC Version with Corrected Rules/Calculations

Net Parcel Calculation & 3BR Rule & No Parking FAR & CPC Prototypes

November-24
_ CT1-5 CT1-6 CT1-6 CT2-8 CT2-8 CT2-10
Rental Rental For-Sale Rental For-Sale Rental
Site Size AC 0.14 0.28 0.28 0.25 0.25 0.13
Site Size SF 6,000 12,000 12,000 11,000 11,000 5,500
Site Width (ft) 50 100 100 100 100 50
Site Depth (ft) 120 120 120 110 110 110
Lot Coverage Ratio 75% 80% 80% 80% 80% 75%
Developable Lot SF 4,500 9,600 9,600 8,800 8,800 4,125
Max FAR with Bonus 1.30 1.45 1.45 1.75 1.75 2.05
"Bigger-Unit" FAR Bonus 0.50 0.00 0.00 0.00 0.00 0.00
Based off 40% 3BR or Bigger Rule
Bigger-Unit % 80% 33% 25% 13% 19% 20%
Building Efficiency Ratio 100% 100% 100% 95% 95% 95%
Parking Area Per Space 120 120 120 120 120 120
Total Parking FAR SF 0 0 0 0 0 0
Above-ground Parking is NOT counted toward FAR

I B
Total Parking FAR SF

Total Unit NSF 6,250 14,850 15,900 17,800 18,350 10,600
Total Unit GSF 6,250 14,850 15,900 18,737 19,316 11,158
Total Bldg GSF 6,250 14,850 15,900 18,737 19,316 11,158
Effective FAR 1.39 1.55 1.66 2.13 2.19 2.70
Pass Fail Fail Fail Fail Fail
I I
Total Unit Count 5

0BR 0 0 0 0 0 0
1BR 0 3 0 5 7 5
2BR 1 5 9 9 6 3
3BR 2 4 3 2 3 2
4BR 2 0 0 0 0 0
Resulting Density (DUAC) 36 44 44 63 63 79
Avg Unit Size 1,250 1,238 1,325 1,113 1,147 1,060
0BR 0 0 0 0 0 0
1BR 700 800 800 800 950 800
2BR 1,050 1,250 1,250 1,200 1,200 1,200
3BR 1,200 1,550 1,550 1,500 1,500 1,500
4BR 1,400 1,900 1,900 1,900 1,900 1,900
Resulting FAR 1.39 1.55 1.66 2.13 2.19 2.70
I
Total Parking Count

Space Per Bedroom 0.63 0.40 0.44 OA59 0.61 0.59
Space Per Unit 2.00 0.83 1.00 1.06 1.06 1.00

Source: LACP, AECOM

Because the prototypes were physically infeasible, they were not tested for financial feasibility.
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Table A 4: Prototype C - Post-CPC Version

C. Post-CPC Version

2nd Submission
Net Parcel Calculation & 3BR Rule & No Parking FAR & Updated Prototypes

November-24
- - CT1-6 CT2-8 CT2-8
For-Sale Rental For-Sale
ize AC 0.14 0.28 0.28 0.25 0.25 0.13
ize SF 6,000 12,000 12,000 11,000 11,000 5,500
/idth (ft) 50 100 100 100 100 50
epth (ft) 120 120 120 110 110 110
yverage Ratio 75% 80% 80% 80% 80% 75%
opable Lot SF 4,500 9,600 9,600 8,800 8,800 4,125
AR with Bonus 1.30 1.45 1.45 1.75 1.75 2.05
:r-Unit" FAR Bonus 0.50 0.50 0.50 0.00 0.00 0.00
Based off 40% 3BR or Bigger Rule

~Unit % 60% 42% 42% 13% 19% 0%
ng Efficiency Ratio 100% 100% 100% 95% 95% 95%
1g Area Per Space 120 120 120 120 120 120
2arking FAR SF 0 0 0 0 0 0

Above-ground Parking is NOT counted toward FAR

arking FAR SF

Jnit NSF 5,800 13,200 13,800 14,300 14,500 7,600
Jnit GSF 5,800 13,200 13,800 15,053 15,263 8,000
3ldg GSF 5,800 13,200 13,800 15,053 15,263 8,000
ive FAR 1.29 1.38 1.44 1.71 1.73 1.94

T s Pass Pass pass Pass Pass

Unit Count 5
0 0 0 0 0 0
0 3 3 7 7 8
2 4 4 7 6 2
2 5 5 2 3 0
1 0 0 0 0 0
ting Density (DUAC) 36 44 44 63 63 79
I _
nit Size 1, 160 1, 100 1, 150
0 750 800 700 700 700
1,000 1,050 1,100 1,000 1,000 1,000
1,200 1,350 1,400 1,200 1,200 1,200
1,400 0 0 0 0 0
ting FAR 1.29 1.38 1.44 1.71 1.73 1.94
I
Parking Count 10 11 12 16 18 8
' Per Bedroom 0.63 0.40 0.44 0.59 0.61 0.59
' Per Unit 2.00 0.92 1.00 1.00 1.13 0.80

Source: LACP, AECOM

Results by incentive area and market tier are shown below.
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arket Land Value: $120 Per Sq

Prototype 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S |[CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units
Market Land Value $/SF
1oderate (For Sale) ($97)
loderate (For Rent) ($30) ($131) ($94)
I ($61) ($16) ($149) ($125)

(%67) | ($21) ($155) ($131)

$80) | ($33 $168 $129
2-Un|t Set-Aside Per Lot
($98)

loderate (For Sale)

loderate (For Rent) ($50) | ($22) ($132) ($91)

| $117)] 877) ($184) ($140)

LI ($130)| ($90) ($196) ($152)

LI ($157)[($115) ($221) ($177)

Market Tier 2
(Market Land Value: $170 Per Sqg. Ft.)

Market Tier 2 Residual Land Value ($/Land SF) Feasibility
Incentive Area CT-1 CT-2 CT-1 CT-2
Prototype 4D-R | RH-R | TH-S |CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units
Market Land Value $/SF

loderate (For Sale) ($29) $180

loderate (For Rent) $42 | $81 $164 $228 F

| $9 $63 $161 $197 F

'LI $3 $56 $154 $190 F

(311) | $43 $141 $196 [F

loderate (For Sale) ($52) $101

loderate (For Rent) $12 | $45 $138 $200 F

| ($60) [ ($12) $85 $153

[ ($74) | ($26) $72 $141

LI ($103)] ($53) $45 $116

Market Tier 3
(Market Land Value: $220 Per Sq. Ft.)

Market Tier 3 Residual Land Value ($/Land SF) Feasibility
Incentive Area 1 CT-2 CT-1 CT-2

Prototype -R | TH-S |CY3-R|CY3-S RH-R | TH-S |CY3-R|CY3-S
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Market Land Value ($/SF) $220
loderate (For Sale) $86 $332
loderate (For Rent) $173 | $245 $222 $294 F F F
| $140 | $229 $209 $262 F F
'LI $133 [ $222 $202 $255 I [F
$119 | $210 $189 $264 F
loderate (For Sale) $27 $216
loderate (For Rent) $112 | $175 $176 $260 F
| $40 [$119 $140 $215
LI $25 | $105 $126 $203
LI ($4) | $78 $99 $177

Market Tier 4
(Market Land Value: $320 Per Sq. Ft.)

Market Tier 4 Residual Land Value ($/Land SF) Feasibility
Incentive Area CT1 CT-2 CT-1 CT-2

Prototype TH-S |CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Market Land Value ($/SF) $320
loderate (For Sale) $338 $576 F F
loderate (For Rent) $269 | $371 $293 $371 F F
| $255 | $362 $288 $339 3 F
LI $248 | $356 $282 $332 [ [F
LI $234 | $343 $268 $351 F F
loderate (For Sale) $199 $408 F
loderate (For Rent) $199 | $276 $240 $331 F
| $126 | $226 $197 $295
LI $111 [ $212 $183 $282
LI $82 | $185 $169 $256
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Table A 5: Prototype D - Post CPC with 2BR Rule Version

D. Post CPC with 2BR Rule Version

3rd Submission
Net Parcel Calculation & 2BR Rule & No Parking FAR & CPC Prototypes

February-25

- - CT1-6 - CT2-8
For-Sale For-Sale
Site Size AC 0.14 0.28 0.28 0.25 0.25 0.13
Site Size SF 6,000 12,000 12,000 11,000 11,000 5,500
Site Width (ft) 50 100 100 100 100 50
Site Depth (ft) 120 120 120 110 110 110
Lot Coverage Ratio 75% 80% 80% 80% 80% 75%
Developable Lot SF 4,500 9,600 9,600 8,800 8,800 4,125
Max FAR with Bonus 1.30 1.45 1.45 1.75 1.75 2.05
"Bigger-Unit" FAR Bonus 0.50 0.50 0.50 0.50 0.50 0.50
Based off 40% 2BR or Bigger Rule
Bigger-Unit % 100% 75% 100% 69% 56% 40%
Building Efficiency Ratio 95% 95% 100% 95% 97% 96%
Parking Area Per Space 120 120 120 120 120 120
Total Parking FAR SF 0 0 0 0 0 0
Above-ground Parking is NOT counted toward FAR

I
Total Parking FAR SF

Total Unit NSF 6,250 14,850 15,900 17,800 18,350 9,900
Total Unit GSF 6,579 15,632 15,900 18,737 18,918 10,313
Total Bldg GSF 6,579 15,632 15,900 18,737 18,918 10,313
Effective FAR 1.46 1.63 1.66 2.13 2.15 2.50
Pass Pass Pass Pass Pass Pass
I
Total Unit Count 5

0BR 0 O 0 0 0 0
1BR 0 3 0 5 7 6
2BR 1 5 9 9 6 3
3BR 2 4 3 2 3 1
4BR 2 0 0 0 0 0
Resulting Density (DUAC) 36 44 44 63 63 79
Avg Unit Size | 1,250 I 1,238 I 1,325 | 1,113 I 1,147 I 990
0BR 0 0 0 0 0 0
1BR 700 800 800 800 950 800
2BR 1,050 1,250 1,250 1,200 1,200 1,200
3BR 1,200 1,550 1,550 1,500 1,500 1,500
4BR 1,400 1,900 1,900 1,900 1,900 1,900
Resulting FAR 1.46 1.63 1.66 2.13 2.15 2.50
I I
Total Parking Count 10 10 12 17 17 9
Space Per Bedroom 0.63 0.40 0.44 0.59 0.61 0.59
Space Per Unit 2.00 0.83 1.00 1.06 1.06 0.90

Source: LACP, AECOM

Results by incentive area and market tier are shown below.
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Prototype

4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units

Market Land Value ($/SF
1-Unit Set-Aside Per Lot

loderate (For Sale) $131

loderate (For Rent) ($74) | (816) ($195) ($133)

| ($104)[ ($34) ($210) ($163)
($110)| ($40) ($216) (3170)

loderate (For Sale)

$123)] ($52
2-Un|t Set-Aside Per Lot

i $228 $163
($41)

loderate (For Rent) (393) | ($58) (5208) ($139)
I ($160)[(5112) ($256) (3183)
[ ($174)[($124) (5268) (5195)
Ll (3200)[($150) ($293) ($220)

Market Tier 2
Incentive Area

Market Tier 2
(Market Land Value: $170 Per Sqg. Ft.)

Residual Land Value ($/Land SF)

CT-1

CT-2

CT-1

Feasibility

CT-2

Prototype 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R| 4D-R | RH-R | TH-S [CY3-R|CY3-S|CY3-R
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units

Market Land Value ($/SF
1-Unit Set-Aside Per Lot

loderate (For Sale) $122 $294

loderate (For Rent) $71 $175 $279 F

| ($28) $54 $163 $248 F

'|_| ($35) | $47 $156 $242 F
($48) | $34 $143 $253 F

2- Umt Set-Aside Per Lot

loderate (For Sale) $23 $155

loderate (For Rent) ($25) | $16 $118 $238 F
I (397 [ (340) $70 $197 F
Ll ($111)] (354) $57 $184 F
Ll ($140)] ($81) $30 $159

Market Tier 3
Incentive Area

Market Tier 3
(Market Land Value: $220 Per Sq. Ft.)

Residual Land Value ($/Land SF)

CT-2

CT-1

Feasibility

CT-2

Prototype - - -S |CY3-R|CY3-S
Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10
Total Units 5 12 12 16 16 10 5 12 12 16 16 10
Market Land Value ($/SF) $220
loderate (For Sale) $284 $487 F F
loderate (For Rent) $136 | $260 $248 $365 F F F
| $103 | $246 $240 $333 F F F
LI $96 | $239 $233 $327 8 [ [F
LI $82 | $226 $220 $342 F F

2-Unit Set-Aside Per Lot

loderate (For Sale) $131 $301 F

loderate (For Rent) $75 | $165 $182 $317 F
| $3  [$111 $137 $279 F
LI ($12) | $97 $124 $266 F
LI (%41) | $70 $97 $241 F

Market Tier 4
Incentive Area

Market Tier 4
(Market Land Value: $320 Per Sq. Ft.)

Residual Land Value ($/Land SF)

CT-1

CT-2

CT-1

Feasibility

CT-2

Prototype - - -

Units per Lot 5 6 6 8 8 10 5 6 6 8 8 10

Total Units 5 12 12 16 16 10 5 12 12 16 16 10

Market Land Value ($/SF) $320
loderate (For Sale) $637 $795 F F
loderate (For Rent) $249 | $396 $336 $468 F F F
| $236 | $391 $339 $436 3 F F
LI $229 | $384 $332 $429 [ F [F
LI $215 | $371 $319 $459 F F
loderate (For Sale) $366 $544 F F
loderate (For Rent) $180 | $274 $261 $413 F
| $107 | $226 $225 $387 F
LI $92 | $212 $212 $374 [F
LI $63 | $184 $184 $347 F

AECOM

Revised Final Report, 02/20/2025

95



	APPENDIX 4_ Revised Economic and Feasibility Analysis for Citywide Housing Incentive Program (CHIP)_ DBO, TOIA, OC, and CT Strategies
	 
	APPENDIX 4: 
	Revised Economic and Feasibility Analysis for Citywide Housing Incentive Program (CHIP): DBO, TOIA, OC, and CT Strategies 


	CHIP Report _ Final Round Update _ FD_08.01.2025

