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Summary
The City is mandated to plan for the community’s housing needs every eight years through the
Housing Element Update. The 2021-2029 Housing Element planning period takes place against
the backdrop of a declared housing crisis in California highlighting the projected and current
unmet housing needs, especially affordable housing. Santa Monica’s final RHNA allocation of
8,895 units was adopted by the SCAG Regional Council on March 4, 2020. The effects of the
COVID-19 pandemic have also brought barriers to housing access in addition to housing
insecurity for existing residents more sharply into focus. It has particularly highlighted equity
issues in terms of how lack of housing affordability disproportionately affects minorities and the
role that prior land use and zoning decisions have played in establishing and perpetuating those
inequities. While the significantly larger RHNA allocation is a planning challenge, the timing of
this Housing Element Update process presents an opportunity to reflect on and assess the City’s
approach to affordable housing production. It is also an opportunity for the City to take a
leadership role in creating solutions to address affordable housing production and stability inline
with Santa Monica’s values to provide secure, livable, and affordable housing opportunities for
all.
Since the launch of the update process in September 2020, staff has conducted webinars, study
sessions and worked with two technical working groups on housing production and housing
stability to work through concepts to be brought forward for broader community input and
discussion. This report provides baseline information on the preliminary suitable sites analysis
based on the methodology for identifying and prioritizing potential housing sites in December
2020 and presents strategies and associated tools for the following draft concepts to consider
for the Housing Element Update:
1) Options for distribution of potential housing sites
2) Options for how to plan for capacity on highest housing potential sites with a focus on
tools to support affordable housing:
a. Maximizing inclusionary housing in market-rate projects
b. Providing significant incentives for the production of 100% affordable housing
projects

Tools to encourage use of existing housing inventory for long-term housing
affordability and stability
d. Incentives for accessory dwelling unit production
3) Updates to housing programs to address the housing needs of existing residents
c.

This report concludes with key policy questions that the Commission should consider in its
recommendation to City Council on draft concepts for the Housing Element Update. This report
is organized as follows:
I.
II.

III.

IV.

V.

Background on the Process & Update Draft Goals
Santa Monica’s Housing Stock & Community Housing Needs Assessment
a. State of Housing in Santa Monica
b. Housing Needs Assessment
i. Housing Needs of Existing Residents
ii. Housing Needs of Workers
RHNA Challenge & Opportunity
a. Existing Affordable Housing Production Tools
i. How is Affordable Housing Produced?
ii. Increased Land Value Capture through Regulatory Community
Benefits
b. Overview of Housing Production Approaches Used by Other Cities
i. Elimination of R1 Zoning / Consideration for Missing Middle Housing
ii. Los Angeles Transit-Oriented Communities Program
iii. Affordable Housing Overlay
c. Barriers to 100% Affordable Housing Production
d. Preliminary Results from Feasibility Analysis Testing
Components of a Regulatory Approach for Meeting the RHNA
a. Where Should Housing be Located – Conceptual Options
b. Suitable Sites Inventory – Preliminary Sites Analysis
i. Determining Whether Sites are Suitable for Housing
ii. Assessment of Unique Sites for Housing Potential
iii. Assessing the Likelihood for Residential Development
c. Evaluating the Preliminary Sites Analysis Through the Lens of Affirmatively
Furthering Fair Housing
i. Background on Housing Discrimination in Santa Monica
ii. How Redlining Contributed to Housing Segregation
iii. Affirmatively Furthering Fair Housing in Housing Elements
d. How Much Housing Should be on Each Site – Four-Pronged Strategy for
Affordable Housing Production
i. Strategy #1 – Maximize Inclusionary Units in Market Rate Housing
ii. Strategy #2 – Support 100% Affordable Housing
iii. Strategy #3 – Protect Existing Units for Long-Term Stability
iv. Strategy #4 – Incentives for ADU Production
v. Other Concepts Evaluated for the SSI
Programs for Housing Stability
a. Programs to Address Housing Needs of Existing Residents
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VI.
VII.

b. Housing Program Assessment
c. Stability Technical Working Group Concepts & Recommendations
i. Potentially Viable Concepts
ii. Other New Concepts / Future Concepts
Ramifications of Future Non-Compliance
Questions for Planning Commission Consideration

I. Background on the Process & Updated Draft Goals
Outreach Process
Due to social distancing restrictions and stay-at-home orders, the outreach process for the
Housing Element Update shifted to virtual platforms. The outreach process started in
September of 2020 with the launch of the project website. The website has been the main hub
for the community to get information on the Housing Element Update process, including
background information on the City’s status on housing, questionnaires, an FAQ page, a listing
of upcoming events, and various resources from past events, such as summaries, recordings,
and staff reports, as available.
Following the project launch, staff organized a new process for engaging the community in a
digital forum. The process included two streams for public input and engagement. The first
more traditional engagement included the above-mentioned website, questionnaires,
webinars, and study sessions with boards, commissions, and Council. The second stream of
public input was through the formation of Technical Working Groups.
Two Technical Working Groups were established, one for Housing Production and another for
Housing Preservation. These technical working groups allowed practitioners and interested
community members in the fields of housing preservation and production to provide their
expertise, data, ideas, and feedback. The two groups met four times each between December
2020 and February 2021, where they reviewed and commented on past goals, programs related
to housing production and preservation, background data, and assumptions underlying the
feasibility analyses.
Figure 1: Draft concepts for broader community discussion have been developed through
Technical Working Groups
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The draft ideas and concepts from the technical working groups are currently being filtered
back for the community’s review through a static online webinar and questionnaire in addition
to study sessions with the Planning Commission and City Council. The static webinar is available
for the community to take through April 2, 2021.
In addition to the direct outreach to the community, Staff distributed a questionnaire to get
feedback on previous goals and programs from the 2013-2021 Housing Element. The
questionnaire consisted of 11 questions, reviewing each of the seven Housing Element goals and
petitioning feedback on future housing goals and needs. The questionnaire launched on
November 14, 2020 and closed on December 11, 2020, during which time staff received 425 total
responses. The questionnaire was advertised through the project website, weekly email blasts,
Seascape, and the Rent Control Board newsletter. Results of the questionnaire highlighted that
there is room for improving the development and entitlement process, which can come as a
barrier to housing development. Additionally respondents saw a need to house the city’s
workforce that do not currently live in the City due to the lack of affordable housing. Overall, the
majority of respondents agreed with the seven goals of the previous Housing Element.
Since the launch of the Housing Element Update, staff held several study sessions with Boards,
Commissions, and City Council to solicit feedback and direction on the general approach for
outreach, the RHNA allocation, and the suitable sites inventory analysis. Below is a table with the
dates and hearing bodies for the study sessions to date.
Date
December 10, 2019
November 18, 2020
December 10, 2020
December 15, 2020
January 7, 2021
January 20, 2021

Hearing Body
City Council
Planning Commission
Rent Control Board
City Council
Housing Commission
Planning Commission

Agenda
Study Session
Study Session
Study Session
Study Session
Study Session
Update Discussion

Additionally, on February 19, the Mobility Division of the City released a public survey to gather
data and information on commute trends in relationship to housing needs, with a focus on Santa
Monica workers. The survey was sent to all parties on multiple City mailing lists (housing,
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mobility, Buy Local, Santa Monica Shines), the business community, industry partners (SMTT,
Chamber of Commerce, Hospitality Training Academy, Community Corp of Santa Monica),
Santa Monica Malibu School District, and the City’s Employee Transportation Coordinators, and
to 9,100 Big Blue Bus customers. The survey was also publicized on social media, including
Facebook, Twitter, and LinkedIn. At the time of this writing, there were over 2000 respondents
for the survey.
Staff will continue its outreach process, first with a survey going out to ADU homeowners and
renters to get a sense of the contribution of ADUs to affordable housing. Additionally, future
engagement opportunities will be available to the community, with adjustments made based
on feedback received from the boards and commissions. Staff will also work with community
partners and local housing providers to reach disadvantaged communities and existing lowincome tenants. All future outreach and engagement opportunities will be posted to the project
website.
Updated Goals for Housing Element Update
The following updated draft goals are based on the discussions and feedback provided during
the Commission study session and technical working groups. The Commission also provided
more specific concepts and language updates on the existing objectives that support each of
the main goals below that will further be evaluated and addressed. The Commission may
provide additional suggestions to these main goals as appropriate.
1.

Goal 1: Construction and adaptive reuse of resulting in new housing that is high quality
durable, sustainable, compatible appropriate with the surrounding neighborhood and
offers opportunities for [active living].

2. Goal 2: Housing production for all income categories including housing for the
community’s workforce and most vulnerable communities.
3. Goal 3: Protect the existing supply of affordable housing [“affordable” will be termed in
a broader sense].
4. Goal 4: Rehabilitation and continued maintenance of the existing housing stock.
5. Goal 5: Provision of housing assistance and supportive programs and services to very
low–, low-, and moderate-income households and households with special needs,
working families, seniors, and the homeless.
6. Goal 6: Elimination of discrimination in the rental or sale of housing on the basis of race,
religion, national origin, sex, sexual orientation, gender identity preference, age, income
level, disability, family status, aids, or other such characteristics, and to promote racial
equity in the housing distribution.
7. Goal 7: Inform, engage, advance credible information, and promote active participation
of citizens residents, community groups, workers, stakeholders, and governmental

5

agencies in housing, community development and neighborhood public safety
activities.

II. Santa Monica’s Housing Stock and Community Needs Assessment
State of Housing in Santa Monica
While it is recognized that housing is essential for providing safe shelter, housing also provides
opportunity for work, education, and recreation, and promotes health, wellbeing, family
security, and financial stability. However, across California, the opportunity to live in safe,
affordable housing that is reasonably located close to a person’s place of work has become
more and more unattainable over the past few decades. During his State of the Union address
on Tuesday January 11, 1944, President Franklin Roosevelt put forth his Second “Bill of Rights” in
which he declared that housing was a critical right to assure “us equality in the pursuit of
happiness”. Today– in the midst of the COVID-19 pandemic, the need to provide housing has
never been clearer. With the loss of thousands of jobs due to COVID and many more facing
evictions and homelessness, the City is facing a deepening housing affordability gap of
unprecedented scale. Attachment 1 provides more detailed technical data on the City’s existing
housing characteristics, population, and employment. The following sections present highlights
from that report.
Housing Costs are High
While it is widely recognized that housing costs in Californiaare the highest in the nation, the City
of Santa Monica ranks as one of the most expensive places to live. The cost of a single famiy
home in 2019 was at almost $4 million, more than 5 times the national median cost. While condo
ownership offers an easier pathway to ownership, the median condo cost in 2019 was close to
a million and since the pandemic, has increased to approximately $1.1 millon.
Figure 2: Santa Monica has one of the most expensive housing markets in California and the
nation

2019 Home Prices
$3,966,251

Single Family Home

Condo

$1,417,500

$254,600
$274,500

National

$477,000
$615,090

$808,322

$915,000

$1,100,000

$978,000

$765,000
$425,000

California

Santa Monica

Los Angeles City

San Francisco

Huntington Beach

Rental prices are similarly high, with the median monthly rents for a 2 bedroom apartment at
$3200 a month. Since the pandemic, rental prices in the City have dropped – one study found an
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approximate 13.8% decrease in rent prices; however, it is unknown at this time whether this drop
in rent is a temporary phenomenon or if the rental market will stabilize back to pre-pandemic
levels once there is recovery from the pandemic.1 Furthermore, even with this decrease in
market rents, housing cost still makes up a large proportion of household spending in the City.
The general rule is that no more than 30% of gross monthly income should be spent on housing.
Households that spend more than this percentage are considered to be “housing cost
burdened”. Not suprisingly, with the high cost of housing in the City, more than 42% of the City's
rental households are considered housing cost burdened.2
Figure 3: More than 42% of Santa Monica households are cost burdened (spend more than 30%
of their income on housing costs)

Number of Households by % of Income Spent on Rent

8,000

7,037

7,000

Cost-Burdened

6,000
5,000

4,134

4,000
3,000

2,449

3,928

3,530

2,922
2,128

2,000

2,669
1,797

1,577

1,000
0

Lower Income Households are Disproportionately Affected by High Housing Costs
Lower income households are disproportionately more affected by high housing costs. In Santa
Monica, almost 70% of extremely low -income households spent at least 50% of their income on
housing (considered “severely cost burdened”), compared to about 60% for the rest of the
United States.3 Having less money available for non-housing costs often means that low income
households will have less savings in the bank, putting them at risk for poverty or preventing them
from rising out of it.4 This has the associated effect of forcing households to choose between
housing security and meeting basic needs. The pandemic has worsened this situation - the UC
Berkeley’s Terner Center for Housing Innovation estimated that by August 2020, nearly 60
percent of renters in Los Angeles have experienced a COVID-related job loss – a number that
has continued to grow. Yet the highest wage workers have largely been spared from the
financial fallout of the pandemic. Many higher wage workers are able to work remotely and
retain their wages, while lower wage workers such as those in the essential retail and restaurant
sectors found themselves struggling to pay their monthly rent while also being
https://advisorsmith.com/data/cities-where-rents-are-rising-and-falling-the-most/
American Communities Survey, 5 Year Estimate 2019
3
HUD CHAS 2012-2017 Data
4
Typically, poverty is calculated by the Official Poverty Measure, which defines a family as poor if their pretax cash income is less than a
poverty threshold that is standard across the nation.
1

2
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disproportionately affected by COVID19.This is evident in the preliminary results from the City’s
Mobility Survey which indicate that workers in Santa Monica earning more than $40K a year were
more likely to telework than those with lower incomes.

Figure 4: Number of Santa Monica Workers Teleworking by Income Levels since Pandemic
Income
SaMo Workers Avg Telework Days
Less than $40k/yr
202
2.5
$40k/yr or More
1015
3.4

Black and Latino Households are Severely Cost Burdened
The demographic groups most at risk of evictions/foreclosures are Black and Latino
households, who have the lowest median annual household incomes in the City.
Figure 5: Black and Latino households have the lowest median annual household incomes with
White and Asian households having the highest

Median Household Income by Race of Householder - Santa Monica
Hispanic or Latino

$71,483

White Alone, Not Hispanic

$100,691

Black

$42,703

Asian

$109,528

Two or More Races

$105,395

Some Other Race

$64,444

Source: American Communities Survey, 5-Year 2019 estimates

With the City’s high housing costs coupled with low wages, approximately 11.7% of Black and
8.6% of Hispanic/Latino family households in the City are living in poverty. These figures are
likely to be higher as a result of the pandemic. In the US Census Bureau weekly Household Pulse
Survey (which measures how the pandemic is affect people’s health, housing, and livelihoods),
about a quarter of Black and Latino renters who responded to the survey did not pay or deferred
rent in May 2020, compared with 14 percent of white renters. And while a quarter of white
renters expressed slight or no confidence in their ability pay rent in June 2020, nearly half of
Black and Latino renters expressed similar concern. While federal and State legislature have
passed eviction moratoriums to protect tenants and stem the wave of evictions, these actions
are temporary. Over the next few years, as the City recovers from the COVID19 pandemic, it will
be important to rebuild an economy that provides secure, livable, and affordable housing
opportunities for all.
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Housing Needs Assessment – Who Is Being Left Behind in the Housing Market?
Housing Needs of Existing Residents - Ensuring Long-Term Stability
Santa Monica has consistently prioritized providing a diversity of housing opportunities that
cater to all household types and income levels. To foster an inclusive and diverse community, it
will be essential to provide housing that meets the needs of everyone, including low-income
households, seniors, people of color, families, and households with children.
Figure 6: 42% of total households are families and a quarter are Senior households; 40% of total
existing households are cost burdened.

Santa Monica Households Needs Profile
Total Households

45,309
11%
5,157

In Poverty

25%
11,355

Senior

40%
18,084

Cost Burdened (Owner&Renter)
Single Parent w Children <18
Total Families

4%
1,751

42%
18,887

No. of Households
Source: American Communities Survey, 5-Year 2019 estimates

Figure 7: The number of family households has remained relatively stable over the past 30 years.

Family households (1990-2019)
18,124

17,929

18,887

16,783

1990

2000

2010

2019

Source: American Communities Survey, 5-Year 2019 estimates

With renters comprising 73% of households, the city has adopted progressive policies in rent
control, source of income discrimination, and inclusionary zoning coupled with strong tenant
protections. The potential loss of existing units and associated displacement of existing
residents must be considered in the context of planning for the community’s future housing
needs. Figure 6 shows that families and Seniors make up a significant share of total households.
The number of family households has also been relatively stable over the past 30 years – either
because family households are forming at slower rates or that relatively even numbers of family
households are entering and leaving the city. The census data also shows that 40% of total
households in Santa Monica are considered cost-burdened. The initial phase of outreach on the
Housing Element process revealed that housing affordability continues to be a top concern.
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While rent control was enacted to ensure long-term rent stabilization, the Rent Control Board
reports that after over 20 years of vacancy decontrol, 73% of controlled units are at market
rate5, a percentage that will likely continue to increase over time. If existing residents
experience Ellis Act evictions and housing prices continue to remain high, housing affordability
will continue to decline resulting in a squeezing out of the middle class in Santa Monica. As a
result, the housing needs for existing residents largely center around ensuring long-term
housing stability and opportunities to relocate within Santa Monica in the event of displacement.

Figure 8: Renters are predominantly Black and Latino; Owners are predominantly Asian and
White
Renter vs Ownership Household by Race

92%
8%
Black or African
American

57%
43%
Asian

87%

81%

82%

69%

13%

19%

18%

31%

Other

Two or more
races

Hispanic or
Latino origin

White alone, not
Hispanic or
Latino

Owner

Renter

Housing stability goals, policies and programs will be evaluated to support the housing needs of
existing residents of all income levels. The focus will be on housing security for existing residents
most vulnerable to displacement to ensure they are long-term residents of the community. This
involves continued implementation of a variety of existing housing programs and services with
consideration of additional enhancements ranging from rental assistance, tenant protections,
resident support services, and maintenance/rehabilitation of housing units. Preserving the
existing housing stock results in maintaining housing affordability.
Housing stability will also focus on maintaining existing housing stock consisting of deed
restricted affordable units at-risk of converting to market-rate, and naturally occurring
affordable housing. Often referred to as “missing-middle housing”,6 naturally occurring
affordable housing refers to existing housing units that maintain low rents without subsidy and
may generally be affordable to households that do not qualify for any of the conventional
categories but are also cost burdened. Preserving these aging housing units though appropriate
maintenance and rehabilitation rather than replacement by construction of new residential

5
City of Santa Monica, Annual Rent Control Report, 2019
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/Reports/Annual_Reports/2019%20Annual%20Report%20FINAL.pdf

Note that “missing middle housing” is also a term commonly used to describe a building typology of generally lower-scale
development intended to provide additional housing choice.

6
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housing that requires Ellis Act eviction can reduce resident displacement and provides existing
tenants with updated residences.
Housing Needs of Santa Monica Workers - Priced Out of the Housing Market
The City’s economy includes a diverse variety of industry sectors. With the Information and
Profession/Scientific/Technical Industries comprising over 30% of the City’s economy, it is not
surprising that the City has earned its moniker of “Silicon Beach”. The City is also a popular tourist
and visitor hub, with almost 25% of the workforce working in the Food and Accommodation and
Retail Trade sectors.
Figure 9: Santa Monica has a diverse range of employment sectors but 25% of the workforce
works in Accommodation/Food Services & Retail with generally lower wages than other sectors
(source: California EDD)
Santa Monica Employment Sectors

Other,
25.52%

Local
Government,
7.16%
Retail Trade,
9.44%

Information,
15.83%

Professional,
Scientific, and
Technical
Services,
15.62%

Accommodation
Health Care and Food Services,
15.44%
and Social
Assistance,
10.73%

Prior to the COVID19 pandemic, the City’s workforce consisted of approximately 91,000
employees. In an ideal world, workers can choose to live close to their place of employment in
a neighborhood that offers abundant retail, services, open space, and good schools. However,
in reality, many cannot afford to live close to their work since most of their jobs are located in
metropolitan areas where housing costs tend to trend higher. This is especially true in Santa
Monica where only 9% of the 91,000 employees live within the City. The remaining 91% commute
from areas outside of the City, with the majority commuting from the surrounding areas of the
Los Angeles region. Many of these workers are working in the Food and Accommodation and
Retail Trade sectors and generally earn lower wages. Because their wages are not enough to
pay for the high housing cost in the City, lower-wage workers are commuting as far east as the
San Gabriel Valley, driving 2 to 4 hours daily to live in more affordable areas. In 2019, there were
35,046 out-of-town commuters making less than $40k out of 84,186 total out-of-town
commuters, for an estimate of 41.6%.
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Figure 10: Average wages for essential workers that support Santa Monica’s economy

Figure 11: Map showing Jobs Per Square Mile
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Creating housing opportunities for the City’s workers is also critical to curbing greenhouse gas
emissions. Although the pandemic took center stage in the past year, the global agenda to
address climate change remains an imperative. In 2019, the City established a commitment to
achieve Carbon Neutrality by 2050 when it adopted the Climate Action and Adaptation Plan.
Transportation is the largest sector contributing to the emissions of greenhouse gases,
accounting for approximately 64% of the City’s greenhouse gas inventory. Studies have shown
that building housing, particularly affordable housing, close to jobs reduces vehicular miles
traveled and in turn reduces commute times and greenhouse gas emissions. For that reason,
linking housing location to transportation and access to daily services is the foundation of the
City’s adopted Land Use and Circulation Element (LUCE).
As mentioned previously, a mobility survey is currently underway to more clearly understand
commute patterns and housing needs of workers in Santa Monica. While final results will be
tabulated in the next few weeks, preliminary results from the survey indicate that a large portion
of respondents commuting into the City are White and Hispanic/Latino. Additionally, when
asked why respondents don’t live in Santa Monica, cost was by far the biggest factor, with about
half of total respondents listing. A distant second was the desire to own a home at ~8%.
Figure 12: Race Breakdown For Incoming Commuters
Race
Incoming Commuter Count
American Indian or Alaskan Native
2
Asian
96
Black, non-Hispanic
97
Hispanic / Latino
231
Native Hawaiian or other Pacific Islander
4
Other
38
Prefer not to answer
47
White, non-Hispanic
289
NA
2
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Pct
0.2%
11.9%
12.0%
28.7%
0.5%
4.7%
5.8%
35.9%
0.2%

III.

The RHNA Challenge and Opportunity

The final 6th cycle RHNA allocation calls for planning for 8,895 housing units, of which 70% (6,168
units) are affordable as shown below. Attachment 6 provides the final allocation for the entire
SCAG region.
Figure 13: Santa Monica’s 6th Cycle Final RHNA Allocation
Income Category
6th Cycle RHNA
Allocation
Very Low Income
2794
(0-50% AMI)
Low Income
(51-80% AMI)

1672

Moderate Income
(81-120% AMI)

1702

Above Moderate
(>120% AMI)

2727

Total

8,895

This number is a reflection of demand from low- to moderate-income residents and workers –
a group that finds itself squeezed out of the Santa Monica housing market. The RHNA allocation
presents a unique challenge and opportunity for Santa Monica to continue to demonstrate
leadership in the arena of affordable housing. Constructing over 6,000 units of affordable
housing would require approximately $4B7 in funding, highlighting the need to explore creative
local tools in concert with ongoing advocacy for State and Federal assistance. The City has a
long history of leveraging its assets to produce affordable housing in support of the community’s
core values of equity, inclusion, and sustainability. Housing diversity and affordability is a shared
value that permeates adopted City policy. Enacting a housing strategy that will resonate
beyond the next eight years would be in line with past ground-breaking actions the City has
taken such as enacting one of the first historic preservation ordinances, voter-approved rent
control, and banning single-use plastic bags.
In order to evaluate possible approaches to this challenge, two working groups on housing
production and stability were convened consisting of a broad cross section of housing providers,
design professionals, service providers, property owners, and community members interested
in housing issues. Staff also reviewed strategies that other cities have undertaken to spur
affordable housing production. The following sections present draft concepts and tools to
employ in planning for the RHNA allocation.
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Estimated $700,000/unit total development cost based on recent affordable housing projects
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Existing Affordable Housing Production Tools
How is Affordable Housing Produced?
Affordable housing in Santa Monica is generated by two sources: market-rate housing and the
City’s Housing Trust Fund. Market-rate housing generates affordable housing through the
Affordable Housing Production Program (AHPP). The AHPP has its roots in Proposition R, passed
by the voters in 1990 mandating that at least 30 percent of new housing must be affordable. The
AHPP implements Proposition R by making the creation of affordable housing a mandatory
requirement in new market-rate housing. Market-rate housing projects have options to comply
with the AHPP’s requirements in the following ways:





Pay an in-lieu fee that goes into the Housing Trust Fund
Provide affordable units on-site
Provide affordable units off-site
Purchase and contribute land to be used for affordable housing

At the time the AHPP was enacted in 1994, it was among the most aggressive inclusionary
housing programs in California. The goals of Proposition R have not been achieved through
inclusionary units from market-rate housing alone. In the 25 years since the AHPP was enacted,
38% of total housing units have been affordable. Of that number, approximately 40% of
affordable units have been produced through market-rate housing while the remaining 60% of
units have been funded through the City’s Housing Trust Fund.
Figure 14: Market Rate and Affordable Housing Production 1994-2019 shows that affordable
housing production relies on both private and public assistance.

The City also has a tiered land use system where applicants seeking voluntary increases in
height and FAR (i.e. “Tier 2 projects”) must provide additional community benefits. This
regulatory community benefits system was adopted in the 2015 Zoning Ordinance update
implementing the LUCE concepts to capture the value of
Increased Land Value Capture through Regulatory Community Benefits
Land Value Capture is a planning mechanism through which increases in land value resulting
from public investments, land-use plan changes and upzonings, are captured for public benefit.
When understood in this light, it is only fair and equitable for the community to “capture” a
reasonable share of the increased land value in the form of community benefits, including
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affordable housing. 8 The feasibility analyses that HR&A conducted in support of the adopted
community benefits structure in the 2015 Zoning Ordinance Update and 2017 Downtown
Community Plan was intended to identify the increased land value to a project by going to Tier
2 and Tier 3 standards. That value can be assigned to priorities determined by the City and in
those adopted plans, affordable housing production was prioritized. This was converted into
increased AHPP requirements for Tier 2 and Tier 3 projects in addition to augmented
development impact fees for transportation systems, parks, and childcare.
If the value of the additional requirements is higher than the value of the development bonus,
the project will be made infeasible. If the value of the incentives is higher, the value of the land is
likely to increase.
Figure 15: Illustration of relationship between project costs (including City requirements) and
likelihood of a developer proceeding with a project

Past performance indicates that moving forward, further incentives will be necessary to support
the development of affordable housing. The following sections discuss concepts to support
100% affordable housing projects and inclusionary housing.
Overview of Housing Production Approaches Used by Other Cities
Staff conducted a review of strategies that other cities have taken in planning for the housing
needs of their communities. A brief description is provided each strategy below along with an
assessment for whether the strategy would be appropriate for Santa Monica.
Eliminating R1 zoning / Consideration for Missing Middle Housing
Description: Minneapolis and Portland were the first cities in the nation to eliminate single family
zoning in recognition that such exclusionary zoning creates de facto racial and economic
segregation. More recently, a number of California cities (Sacramento, San Jose, Oakland) have
formally adopted resolutions announcing their intent to eliminate single family zoning. This
includes Berkeley, California – the birthplace of single family zoning. Single family zoning
originated in 1916 as a social engineering tool to keep Blacks and Asians from the Elmwood
neighborhood of Berkeley. The consultant who penned Berkeley’s zoning ordinance had wrote,
8

https://www.tandfonline.com/doi/full/10.1080/02673037.2020.1746244
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“[The] great principle of protecting the home against the intrusion of the less desirable and
floating renter class.” Within California, some cities have taken actions towards eliminating R1
zoning recognizing the segregation it has created in their communities. Sacramento has
included such a policy in their General Plan Update and Berkeley recently passed a resolution
committing to ending single family zoning by 2022. Implementation actions are still pending on
these strategies.
Assessment for Santa Monica: Given that the RHNA is heavily skewed towards affordable
housing, R1 zones are likely to have high land costs and not likely to have high potential for lot
consolidation necessary to support affordable housing. Some members of the Technical
Working Group as well as respondents for the Housing Element Update survey have suggested
that the City consider the elimination of single family zoning. Although approximately 35% of
the City is zoned for R1 single family zoning, only 13% of the City’s housing supply are located in
these areas. The construction of new ADU’s in recent years have increased housing
opportunities in single family zones, areas which have traditionally been out of reach for renters.
However, there has been growing discussion at the local and State level regarding increasing
density in single family zones to not only open up greater housing opportunities but also to
address historic discriminatory housing practices.
As a more incremental approach, staff also evaluated the potential for rethinking the form and
scale of R1 neighborhoods with allowance for “missing middle”9 housing – essentially lower-scale
development that increases density and diversity of housing types but still maintains the existing
street character. Based on design and feasibility studies that have been done in similar high land
cost communities, such as Mountain View, it was found that generally a minimum of 6 to 7 units
is necessary to support affordable housing, which would not align with the missing middle
development type. If R1 zoning was to be eliminated, further assessment would need to done to
explore whether an average-size parcel could accommodate a viable deed-restricted
affordable housing project. Rather, adding capacity to R1 zones could instead be accomplished
with additional ADU incentives that may result in units that are affordable by design.
Los Angeles Transit Oriented Communities (TOC)
Description: The City of Los Angeles has an incentive program to encourage the construction of
on-site affordable housing within ½ mile of major transit stops. The program provides either
density or FAR bonuses if an applicant provides a minimum percentage of affordable units
based on selected “tiers”. Since the program is voluntary, one of the eligibility requirements is
that the project is not permitted to seek is a density bonus.
Assessment for Santa Monica: The TOC program is instructive as it roughly mirrors Santa
Monica’s tiered land use system along with a menu of affordability levels that then relate to a
development bonus for housing projects. The concept of integrating a FAR bonus into a tier
system and relief for development standards is very similar to Santa Monica’s existing tiered
land use system that incorporates an FAR bonus for housing projects that provide on-site
affordable units housing.
Affordable Housing Overlay
9

www.missingmiddlehousing.com defines “missing middle” housing as house-scale buildings with multiple units in walkable neighborhoods.
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Description: Cambridge, MA enacted an affordable housing overlay that allows for construction
of 4-story affordable housing projects citywide with an increase to 7 stories on commercial
corridors, eliminates parking minimums and generally eliminates zoning standards that present
barriers to the production of affordable housing. This was done in similar conditions to Santa
Monica of high land prices and an affordable housing crisis. The overlay also creates a by-right
process for affordable housing projects.
Assessment for Santa Monica: Santa Monica already has a local system in place in combination
with State density bonus law that allows affordable housing to proceed through an
administrative process, reduced parking standards, and FAR bonuses. Changes to State density
bonus law (AB1763) furthered those process and development incentives by allowing no density
limits, extra 3 stories or 33 feet, and no minimum parking requirements in areas within ½ mile of
a major transit stop. Projects would also be able to request up to 4 concessions from zoning
standards that are necessary to construct the affordable housing. These relaxed rules affect a
very large portion of the city except for North of Montana Avenue and some parts of Sunset
Park. The complexity of the City's requirements coupled with stated barriers to affordable
housing production such as high land cost, affordable housing providers are at a significant
disadvantage in the real estate market if there are not guarantees that they have feasible
projects. The administrative process is currently activated under an interim zoning ordinance
and height limits vary throughout the city providing no distinguishable advantage to affordable
housing providers. Therefore, there is value in considering a simplified system that harmonizes
requirements for 100% affordable housing projects citywide.
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Figure 16: SCAG Map showing half mile from major transit stops. 100% affordable housing
projects can have unlimited density and up to an extra 3 stores/33 feet in these areas.

Barriers to 100% Affordable Housing Production
Staff held a roundtable with affordable housing providers on February 25, 2020 to understand
how the City’s regulatory environment affects the production of affordable housing and to
explore potential ideas to enhance the competitiveness of affordable housing developers’ in the
market. Participants were asked to provide comments on the opportunities to maximize
scale/funding for their projects, development barriers in Santa Monica, partnership
opportunities with market-rate developers, and innovations/legislative proposals.
Representatives from the following housing providers participated in the roundtable:
 Community Corporation of Santa Monica
 EAH Housing
 Amcal
 Linc Housing
 Step Up
 Abode Communities
 Southern California Association of Non-Profit Housing
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Participants stated that while the City generally provides good process and development
incentives in support of 100% affordable housing, they identified the following major barriers to
production of affordable housing:
 Lack of funding
 Land costs
 Insufficient height and density to produce necessary units
 Commercial prevailing wage requirements that trigger at 5 stories
 Construction costs associated with the City’s Fire Code requirements for high-rise
buildings that trigger at the City’s threshold of above 55 feet
These barriers have helped inform the draft concepts to support 100% affordable housing
discussed later in this report.
Preliminary Results from Feasibility Analysis Testing
On November 12, 2019, Council authorized a first modification to agreement #10830 (CCS) with
HR&A Advisors, Inc., for financial feasibility analysis in support of the Housing Element Update.
Unlike prior scopes of work completed by HR&A for the City which modeled a range of standard
development prototypes, the scope of work for this Housing Element Update included a “backend” testing of the minimum development standards necessary to feasibly support various
percentages of inclusionary affordable housing. The purpose of the analyses is not intended to
assess whether an owner would have a fair rate of return under existing regulations. Rather, its
use in these analyses is to operate as an indicator of what development standards are
necessary for residential to likely occur (versus office) assuming the following percentages of
inclusionary affordable housing:






7.5% of the units for ELI households,
10% of the units for VLI households,
15% of the units for VLI households, and
20% of the units in the following mix: 25% ELI, 25% VLI, 25% LI, and 25% Moderate Income
households based upon the proportional allocation in the 6th Cycle RHNA.
30% of the units in the same mix as the 20% affordability scenario
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Figure 17: Map of Study Areas for HR&A Residential Likelihood Analysis

The project team conducted research of current market conditions, and modeled construction
costs of residential development utilizing inputs from the Housing Production Technical Working
Group, which included local housing developers, architects, land use attorneys, housing
providers, and other stakeholders. HR&A tested the likelihood of prototypical residential/retail
developments to occur, assuming the various affordability percentages for the following areas:






Boulevards
o MUB – Wilshire
o MUBL – Broadway, Colorado, Santa Monica Blvd, Pico
o NC – Main, Montana, Ocean Park
o GC – Lincoln south of I-10
Downtown
o Transit Adjacent (TA)
o Neighborhood Village (NV)
Bergamot Area Plan –
o Bergamot Transit Village (BTV)
o Mixed Use Creative (MUC)

Preliminary Results Indicate that Increase in FAR and Height Are Necessary in Most Areas of the
City In Order to Support Increased Inclusionary Housing Levels
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HR&A’s preliminary results are presented in Attachment 2. The analysis found that, based on
current development standards:
 Retail/residential prototypes in some areas could support the 7.5% ELI scenario at
current zoning standards






Retail/residential prototypes in Downtown Transit Adjacent (TA) and Neighborhood
Village (NV) zones and in Bergamot could support the 10% and 15% VLI scenario at
current zoning standards
Only retail/residential prototypes in the Downtown TA and NV zones could support
the 20% affordable units of varying affordability, at current zoning standards.
Only retail/residential prototypes in the Downtown TA and NV zones could
marginally support the 30% affordable units

Figure 18 below summarizes the preliminary HR&A results, which indicate that increasing the
percentages of inclusionary affordable housing above 7.5% ELI would require an increase in FAR
and height limits for housing projects to be most likely to be developed.
Figure 18: Preliminary Results of HR&A Affordability % Testing at Existing Standards
% Affordability Scenario
7.5% ELI

Least Likely

10% VLI

15% VLI

20%, with even split across
income levels

30%

Marginal
MUBL
GC

Most Likely
Bergamot
Downtown

MUB
MUBL
NC

Bergamot

Downtown

MUB
MUBL
GC
NC
MUB
MUBL
GC
NC
Bergamot

Bergamot

Downtown

Downtown

-

MUB
NC

MUB
MUBL
GC
NC
Bergamot

Downtown

For comparative purposes, commercial prototypes (office/ground floor retail development)
were also tested against the residential prototypes for a few cases. When compared against
office projects, residential/retail prototypes in all areas require the same or less FAR to generate
similar profit margins under the 7.5% ELI scenario. With the 10% or 15% VLI scenario, the
residential/retail prototypes would require the same or more FAR to generate similar profit
margins as office (except the Downtown TA and NV zones). Lastly at 20% and 30% affordability,
the residential/retail prototypes would require more FAR to generate similar profit margins as
office (except the Downtown). In summary, HR&A’s preliminary findings indicate:
Figure 19: Summary of Findings HR&A Preliminary Analysis
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Modeled Scenario
7.5% ELI

10% ELI

15% VLI

20% with equally split
affordability levels
30% with equally split
affordability levels

Finding
Prototypes along Main, Pico, Montana, and Ocean Park cannot support 7.5% ELI
at current zoning standards due to the high cost of parking, and land costs
which are outpacing rents. Prototypes along Lincoln and in Bergamot can
marginally support 7.5% ELI units at current zoning standards. This level is easily
supported in Downtown.
Most prototypes other than Bergamot and Downtown cannot support 10% ELI
units at current development standards. Additional height and FAR are needed
for the other submarket areas for 10% ELI units.
Most prototypes other than Bergamot and Downtown cannot support 15% VLI
units at current
development standards. Additional height and FAR are needed for the other
submarket areas for 15% VLI units
Additional height and FAR are needed to support 20% affordability in all
submarkets except Downtown, which can support 20% affordable units based
on current development standards.
Additional height and FAR are needed to support 30% affordability in all
submarkets except
Downtown, which can marginally support 30% affordable units based on
current development standards

HR&A will be conducting further sensitivity testing to determine how other factors affect the
likelihood of residential including:
 FAR/Height
 Affordability housing income mix
 On-site vs off-site provision of affordable units
 COVID impacts on market
 Bedroom mix and unit size requirements
 Alternative ground floor uses
 Alternative parking requirements
 Retail/office redevelopment tipping point
 Holding costs
The results of this sensitivity testing will be presented in a final draft report, which will form the
basis of recommendations to modify the AHPP and possibly the Zoning Ordinance.
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IV.

Components of a Regulatory Approach for Meeting the RHNA

Where Should Housing Be Located? - Conceptual Options for Suitable Housing Sites
When the LUCE was adopted in 2010, the City had forecasted an increase of approximately
4,955 new units through 2030. Planning for nearly double this many units in the next 8 years to
meet the RHNA requires a revisioning of where new housing should be accommodated. City
staff is exploring three concept options for geographically determining which areas should be
identified and prioritized for housing. This section provides preliminary results of potential
housing sites and a rough estimate of capacity based on existing development standards.
Option A – Adopted LUCE – A Starting Point to Identifying Suitable Housing Sites
At the heart of the LUCE is the strategy to integrate land use and transportation that would focus
new development in areas served by transit – particularly, the Downtown, Bergamot, and
Boulevards. This strategy sought to not only capitalize on the City’s extensive transportation
system including the Metro E (formerly Expo) Light Rail, but was also intended to protect the
character of the City’s residential neighborhoods. In 2017, the Downtown Community Plan was
adopted which provided greater clarity on how to implement the LUCE vision in the Downtown.
Of all the areas in the City, the Downtown provides the greatest opportunities for new housing.
As discussed later in this report, the initial phase of Staff’s efforts to identify suitable housing sites
followed this approach as a first step.
Figure 20: Option A: Adopted LUCE Strategy with Potential Housing Sites
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Option B – Dispersed Housing – Activating Housing Potential In Areas That Have Not
Accommodated Housing in the Past
Under Option B, housing growth would be spread out across the City. This would include areas
where new housing has not historically occurred, such as Main Street, Montana Avenue, and
Ocean Park Boulevard. Other areas that have potential housing opportunity include the
Industrial Conservation zones and Office Campus where multifamily housing is generally
prohibited. Option B would increase the number of sites available for housing and such sites
would be dispersed in various areas of the City. This option, however, would require changes to
development standards in order to incentivize housing production.
Figure 21
Option C – Transit-Oriented Housing Development on Fewer Sites
Option C would carry forward the policies of the LUCE, but would concentrate new housing in a
0.5 mile radius of the Metro E Light Rail station. With Option C, housing would be intensified and
focused in the areas of the Downtown/Civic Center, Bergamot Area, Memorial Park. Option C
would mean fewer sites with increased density to meet the RHNA. Integration of housing with
transit would be better achieved with Option C – however, this approach may not align with the
goal of Affirmatively Furthering Fair Housing.
Figure 22: Option C (Transit-Oriented Housing Nodes)
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Suitable Sites Inventory – Preliminary Sites Analysis Based on Initial Suitability Factors
State law requires that the Housing Element include a Suitable Sites Inventory (SSI), showing that
there is available land for residential development to meet the locality’s regional housing need
by income level. To assist jurisdictions in determining sites can be considered suitable for
residential development, HCD prepared the Housing Element Sites Inventory Guidebook. As
indicated in the Guidebook, factors that must be considered in the selection of suitable sites
include rate of redevelopment of similar properties in the City; the effect of market conditions
on the likelihood of a site being redeveloped for residential use; availability of incentives for
residential redevelopment; site considerations (such as whether existing uses on the site are
impediments to redevelopment); and if the site is aligned with the goal of affirmatively
furthering fair housing. Attachment 3 of this staff report provides a summary report of the
preliminary sites analysis based on the adopted LUCE growth strategy, factors indicated below,
and consideration of existing development standards. Sites can be viewed interactively on the
City’s Housing Element Update webpage at www.santamonica.gov/housing-element-updateRHNA
Determining Whether Sites Are “Suitable” for Housing
Methodology
As a first step in identifying suitable sites, Staff reviewed all mixed use and commercial sites in
the City. This approach was undertaken first to be consistent with the City’s LUCE growth
strategy to focus new development in transit centers and along transit corridors. Sites with
existing residential units, Landmarks/Structures of Merit, hospitals, schools, parks, utilities,
government offices, libraries, police/fire stations, and newer buildings built after 1980 were
filtered out since these site are considered inappropriate or unlikely to be redeveloped for
residential.
The filtered sites were then categorized as follows:
 Category 1 - Approved and Pending Housing Projects
 Category 2 – Prior 5th Cycle Housing Element Suitable Sites Inventory
 Category 3 – Downtown Community Plan Sites
 Category 4 – City-Owned Sites
 Category 5 – Parking Lots
 Category 6 – Auto Sales Inventory Lots
 Category 7 – Recently Sold Sites/Sites for Sale
 Category 8 – Underutilized Sites (20,000 excess sf development potential)
 Category 9 – Large Parcels (15,000 sf+)
 Category 10 – Remaining Sites with less than 0.5 Assessors Value Ratio
Category 1 includes sites with approved projects that have received planning entitlements and
sites with pending projects that are still in the planning process. As of February 2021, there were
approximately 1,670 approved units (of which 401 are affordable) and 756 pending units. These
units are expected to be constructed in the next eight years and would count toward the City’s
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6th Cycle RHNA.10 Unlike other jurisdictions where a significant percentage of approved projects
are never constructed, Staff’s review of planning records indicate that historically almost all
housing projects that have been approved are ultimately built.
Sites in remaining Categories 2 through 10 were individually reviewed by Staff to determine its
appropriateness for residential redevelopment. HCD requires that cities demonstrate that nonvacant sites included in the SSI have the realistic development potential to be redeveloped for
housing. Staff assesses each site’s potential based on these common factors:
Figure 23: SSI Analysis Factors
Factors Considered for Assessing Residential Potential
Site Physical
With the exception of Downtown, individual parcels less than 7,500 sf are
Characteristics unlikely to be developed. However, if two smaller adjacent parcels share
common ownership, there could be potential for housing development
depending on the remaining factors. In addition to size, sites were
reviewed for any other potential physical characteristics that could make
them more amenable to residential development, such as access to an
alley, shape of the site (including depth/width), and location relative to the
urban grid.
Existing Uses
Staff also reviewed the existing uses on the sites to determine if such uses
will likely be discontinued. For example, uses that are more unique in a
particular location (such as a successful grocer in a residential
neighborhood) have longevity and as such, redevelopment of the site
would be unlikely. Similarly, sites with multiple tenants are more unlikely to
turn over than single tenant sites.
Location &
Sites were considered to be most appropriate for residential uses if they
Context
were located in areas that have easy access to schools, jobs, transit,
residential amenities such as parks/open space, health care services, and
retail shops such as grocers. Many of the sites south of Olympic Boulevard
lack access to these amenities and services and as such, were
determined to not be suitable. In addition, Staff considered whether
similar properties nearby have been proposed for new residential
development.
Environmental HCD requires that cities identify any environmental constraints (e.g., fault
Constraints
hazard zones, flood areas, liquefaction zones, very high fire hazard
severity zones) that have the potential to impact the development
viability of the identified sites. There are no high fire hazard zones or
floodplains in the City. However, the Santa Monica Fault Hazard zone runs
across the northeastern portion of the City. A number of identified sites
located on the eastern end of Wilshire Boulevard and Santa Monica
Boulevard are located within this zone. The State does not prohibit
housing in these zones, but instead requires that structures built for

10
Housing projects that receive building permits by July 1, 2021 are counted towards the 5th Cycle RHNA. Based on average plan check
processing timeframes, Staff excluded approved projects totaling 814 units that were in plan check as of January 1, 2020 with the anticipation
that these projects will receive their building permits by July 1, 2021.
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Developer
Interest

human occupancy in these zones be assessed for potential fault rupture
risks.
If a developer has expressed interest in the past on a site, then there is a
higher likelihood that the site will be redeveloped.

There are 375 High Potential Housing Sites
Using the factors described above, Staff identified approximately 237 parcels that have high to
medium potential based on the factors above. This number excludes 109 parcels that have
approved/pending projects (Category 1) and 29 City-owned (Category 4) parcels.
Figure 24: High/Medium High Potential SSI Sites

Comparing this preliminary sites analysis to the SSI in the last 5th Cycle Housing Element, 30 sites
comprising 34 parcels overlap (Category 2). According to Government Code Section 65583.2,
if the SSI contains sites that were used in a prior housing element planning period, the City must
allow by-right a development that includes at least 20% of the units as affordable. Sites where
zoning already permits residential “use by right” as set forth in Government Code section
65583.2 (i) at the beginning of the planning period would be considered to meet this
requirement. Since the City currently allows by-right housing projects through an interim zoning
ordinance therefore, in order for the reused sites identified in the preliminary SSI to qualify for
inclusion, the by-right process must be included as an action in the Housing Element.
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A capacity analysis was conducted for the identified SSI sites (except for Category 1 –
approved/pending projects) using current development standards. The analysis yielded a total
of 10,133 units. With the allowance to assume the production of 700 accessory dwelling units
accessory dwelling units (ADUs) during the Housing Element planning period, the SSI would
provide a land capacity buffer of 1,938 units. While the sites analysis identified sufficient land
area, the challenge is meeting the RHNA’s required number of affordable units of 6,168 units.
With a 7.5% ELI inclusionary requirement, the number of affordable units that could be feasibly
produced by the SSI sites is 1,159 units. Up to 2,123 affordable units could be produced if the AHPP
was modified to include a 20% inclusionary requirement.
Figure 25: Capacity Analysis of Preliminary Sites
Summary of Realistic Unit Capacity

Affordable Units at Inclusionary%
7.5%

Category 1 Pending Projects

15%

20%

756

165

165

165

Category 1 Approved Projects

1670

416

416

416

Category 4 City owned Sites

1,399

105

210

280

All Remaining Sites (exclude 1 and
4)
Total

6,308

474

946

1262

10,133

1,159

1,735

2,123

700

-

-

-

8,895

6,168

6,168

6,168

1938

(5009)

(4,433)

(4,045)

ADUs
RHNA Targets
Buffer/(Shortfall)

Assessment of Unique Sites for Housing Potential
Staff also identified a number of other sites as having significant capacity for housing , but
require further Planning Commission and City Council consideration including:
City-owned Sites
The City owns a variety of property in various zones, including the parcels surrounding the
Downtown Santa Monica Station, parking lots on Main Street and along Wilshire Boulevard, the
Bergamot Arts Center, Parking Structure 3, and the site at 4th Street/Arizona. These sites merit
special consideration as they could be prioritized for the production of affordable housing. With
the exception of the Downtown properties, these City-owned sites are zoned with relatively low
FAR – rezoning these sites would be desirable to provide significant affordable housing.
The City could consider restricting development on these City-owned sites to 100% affordable
housing project. In December 2019, the Los Angeles City Council restricted development of
housing on public land by adopting a motion (CF 19-1362) which limits projects on public land to
100% affordable housing, unless it is determined that an increased number of affordable units
can be achieved through a different business model. The City could enact a similar policy or
alternatively, require a minimum number or percentage of affordable housing to be developed
on City-owned sites.
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State/Institutional/Public Utilities Controlled Sites
Several underutilized sites in the City are owned by other public entities that have the potential
to accommodate housing, including the Department of Motor Vehicles site at 2235 Colorado
Ave, Southern California Gas site at 1701 Stewart, and the UCLA parking lot site at 1521 & 1601
Santa Monica Blvd. If these public-entity controlled sites are included in the SSI, HCD requires
documentation be provided that shows that housing can be accommodated with the Housing
Element planning cycle. Documentation could include an agreement between the public entity
and the City granting local authority for approving, permitting, certifying occupancy, and/or
reporting new units or a document from the public entity that demonstrates planned housing
will be built. Council gave direction at their February 23, 2021 meeting for staff to ask all public
entities to review highest/best use for their current properties throughout Santa monic and
specifically demand that the State commit the DMV site at Cloverfield and Colorado as a
suitable site for deed-restricted affordable housing development in Santa Monica’s housing
element.
Religious Institutions
AB1851 was passed in 2020 to remove an important barrier to housing construction on lands
owned by a religious institution. The law states that a jurisdiction cannot deny a housing project
proposed by a religious institution on the sole basis that it will remove parking. A number of
religious institutions with large surface parking lots are located throughout the City. These lots
could play an important part in providing affordable housing; however, many of the sites are
located in R2/OP2 zoning districts which severely limits the housing potential of these sites.
Rezoning would be necessary in order to accommodate meaningful production of affordable
housing on these sites.
“A”-Lots
Within the City, there are 42 residentially zoned (R1/R2/R3/R4) parcels with an “A” Off-Street
Parking Overlay (known as A-lots). These parcels are intended to support the parking needs of
commercial corridors and neighborhood commercial areas, and to serve as a buffer between
commercial and residential uses. There are 9 A-lots identified as highest potential for residential
due to their association with their commercial fronting buildings that have been identified for
high housing potential. A-lots should be considered to determine if they could be utilized to
maximize the affordable housing potential of sites.
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Figure 26 – City Owned Sites, State Controlled/Institutional/Public Utilities Sites, and Religious
Institutions with Parking, and A-Lots

An additional 99 sites were identified as having medium potential – these include A-lots
mentioned above, properties in the lower-density Neighborhood Commercial, Creative
Conservation Sector, and Industrial Conservation zones. Staff anticipates that changes to the
current zoning standards would be necessary to increase the housing viability of these sites.
Assessing the Likelihood of Residential Development
In addition to viability for residential development, HCD requires that jurisdictions analyze the
effects of market conditions on the likelihood of a site being redeveloped for residential use. As
discussed above, HR&A Advisors conducted preliminary analysis of the likelihood for the
prototypical residential/residential developments to occur in various commercially-zoned
areas of the City based on various affordability percentages. At the 7.5% ELI scenario under
current zoning standards, retail/residential development in some areas would likely develop –
specifically, along the Boulevards, Lincoln, Bergamot and in Downtown. Within the MUB zone
and Lincoln Boulevard, residential projects while feasible at 7.5% ELI, retail/residential porotypes
would exceed current FAR limits. Given that at least 60% the sites identified in the preliminary
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sites analysis are located on the Boulevards and NC, additional height and FAR would be
necessary for residential development to likely occur on these sites.
Furthermore, meeting the RHNA housing target of 6,168 affordable units will require an increase
in the inclusionary requirements for market rate housing development. Increasing the
percentage of affordable housing units required would necessitate increases in height and FAR
for all zones except the Downtown.
Evaluating the Preliminary Sites Analysis through the Lens of Affirmatively Furthering Fair
Housing
Background on Housing Discrimination in Santa Monica
Housing Element law requires that the City take, “…meaningful actions in addition to combating
discrimination that overcome patterns of segregation and foster inclusive communities free
from barriers that restrict access to opportunity based on protective characteristics.” The
established neighborhoods of the City today are largely the result of decades of structural
racism deeply rooted in federal, state, and local housing policies. In the early days of Santa
Monica, the City had a sizeable population of Blacks/African Americans, who had moved into
the City from the 1890s to the late 20th century, having been inspired by the California dream of
opportunity and freedom. However, they were met with racism from White residents in the City.
In 1922, homeowners formed the Santa Monica Bay Protective League with an agenda of
“eliminating all objectionable features or anything that now is or will prove a menace to the bay
district ... or prove detrimental to our property values.”11 One of the ways that this was achieved
was through racial covenants on deeds.
City government also contributed to the patterns of segregation through the adoption of
exclusionary zoning. For example, when Blacks/African Americans tried to build a resort in the
Belmar area in the 1920s, City officials used zoning laws to block the project. Single family zoning
was also seen as a way to economically separate the wealthier Whites from Blacks/African
Americans. Since many Blacks/African Americans could not afford or were unable to receive
mortgages for owning homes, they were effectively driven out of single-family zoned
neighborhoods.
How Redlining Contributed to Housing Segregation
This type of discrimination at the local level was bolstered by the federal policy of “redlining” that
arose during the New Deal era (1930s). The term "redlining" refers to the discriminatory policy
instituted by the federal government to create color-coded maps of every metropolitan area in
the country to indicate where it was safe to insure mortgage. These maps were based on racial
composition, quality of housing stock, access to amenities, etc. and were color coded to identify
best (green), still desirable (blue), definitely declining (yellow), and hazardous (red)
neighborhoods. Within the maps, anywhere where Blacks/African-Americans lived or lived
nearby were colored red to indicate to appraisers that these neighborhoods were too risky to
insure mortgages. The color-coded maps were first used by the Home Owners Loan
Corporation and then the Federal Housing Administration and then adopted by the Veterans
Administration. This discriminatory practice of determining who could qualify for home
11

https://www.latimes.com/archives/la-xpm-2005-jul-03-me-then3-story.html

32

mortgages based on skin color led to widespread segregated communities across the country,
and prohibited Blacks/African Americans from buying homes. In Santa Monica, areas that were
redlined include the Pico Neighborhood, portions of the Mid City neighborhood south of Santa
Monica Boulevard, and Ocean Park. Figure 27 shows the redlining boundaries overlaid with
affordable housing that has been constructed or acquired/rehabilitated over the years. Of the
affordable units that have been constructed over the years, 49% are in areas that were in the
redline boundaries.
Figure 27: Affordable Housing and Redlined Areas in the City of Santa Monica

In the post-World War II era, the federal government further spurred on the creation of
segregated communities through the systematic construction of highways/freeways that
began in the 1950s. Freeways were purposely routed through communities of color or as
physical barrier to separate White and Black neighborhoods. The Interstate 10 freeway, for
example, was purposely constructed to divide the more affluent White neighborhoods to the
north of the Los Angeles, from the struggling Black communities. The construction of the I-10
freeway in the early 1960s demolished hundreds of homes in the Pico neighborhood, which was
predominantly occupied by Santa Monicans of color.12

12

https://laist.com/2020/12/23/black_santa_monica_history_vintage_los_angeles.php
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The current patterns of renters and owners approximates the redline maps with owners
predominant in the single-unit dwellings zones on the northern and southern ends of the city
with renters concentrated in the central city near the main transportation corridors. The April
2020 Assessment of Fair Housing (“AFH”) found that the location of renters and owners in Santa
Monica very highly correlates with patterns of residential racial and ethnic segregation. The
areas with the highest concentrations of homeowners, such as North of Montana, Ocean Park,
and Sunset Park are also the areas that are predominantly White. The areas with the highest
concentrations for renters, such as the Pico Neighborhood and Downtown area areas that
contain high concentrations of minorities and/or those with Limited English Proficiency.13 The
AFH also found that a major contributor to racial and ethnic segregation is the economics of high
housing and land costs created by zoning, which particularly burdens the development of
affordable housing in certain areas of the city.
Figure 28: Housing Tenure of Renters and Owners with Racially or Ethnically Concentrated
Areas of Poverty (R/ECAPs)

13

City of Santa Monica and the Lawyers’ Committee for Civil Rights Under Law, April 1, 2020, Assessment of Fair Housing, Page 44.
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Affirmatively Furthering Fair Housing in Housing Elements
In recognition of the racial disparities in housing that endures to this day, AB 636 (2018) was
passed to require cities and counties advance social equity through meaningful actions that
affirmatively further fair housing (AFFH). Through the Housing Element Update, the City has an
opportunity to remedy for the legacy of housing discrimination that have influenced the land
use patterns that we see today. While the City has long been a champion of the production of
affordable housing and promoting diversity in neighborhoods, the existing density restrictions of
current zoning coupled with differences in land values (that are the results of past redlining)
continue to keep affordable housing out of reach in the more high resource areas of the City. It
is within this historic context that the questions of distribution of housing sites in the SSI and how
much housing potential is assigned to each sites should be viewed. As discussed further below,
new concepts and ideas to affirmatively further fair housing that have arisen from this Housing
Element Update process include:


Modifying development standards to increase the viability for housing development in
areas where such housing has not formerly occurred such as Montana Avenue, Main
Street, and Ocean Park Boulevard
New residential construction in the Neighborhood Commercial zoned areas of Montana
Avenue and Main Street as well as Ocean Park Boulevard have virtually been nonexistent in the past few decades. As indicated by the preliminary results of HR&A
feasibility analysis, a primary reason for this is that with high construction cost and high
land costs, the current zoning standards do not make it likely for residential development
to occur. To increase the likelihood of housing units to be developed in these areas,
increases in density and height would be necessary.
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Providing opportunity for housing development in areas formerly not available such as
Office Campus (OC) and Industrial Conservation (IC)
Under the City’s current Zoning Ordinance, multi-unit dwellings are not permitted in the
OC and IC zones. Permitting all multi-unit housing, including affordable housing, in the
OC and IC would open up more land to future housing opportunities. This zoning change
would complement the concept of incentivizing and facilitating the potential conversion
of commercial to residential, especially in light of the pandemic’s effects on the demand
for office work space.
Allowing housing in all commercial zones is already the subject of several pending State
legislation including Senate Bill 6 and Assembly Bill 115 (Bloom). While still in discussions,
AB 115 would permit housing in commercially zoned areas if certain conditions apply –
specifically that the housing development be subject to a recorded deed restriction
requiring that at least 20% of the units have an affordable housing cost or affordable rent
for lower income households, and be located on an urbanized site that is not adjacent to
an industrial use.



Eliminating Single Family Zoning to allow for the development of increased housing
opportunities
As discussed earlier in this Staff report, single family zoning originated as a form of
exclusionary zoning to economically and racially segregate neighborhoods. The
elimination of single family zoning would open up 35% of the City land to increased
housing opportunities and would be aligned with the mandate to affirmatively further
fair housing. However, as also discussed, there may be other avenues to increasing
dwelling units in R1 zones through ADU incentives or removing barriers to duplex
construction.

How Much Housing Should be on Each Site? – A Conceptual Four-Pronged Strategy for
Affordable Housing Production
Once suitable sites have been identified, the City is mandated to plan for its RHNA allocation. As
previously explained in this report, achieving the 6,168 affordable housing units in the RHNA
allocation cannot be done by solely private or public resources. For example, if the City were to
only rely on inclusionary units in market-rate projects, assuming 20% affordable on-site units
would require planning for over 30,000 additional housing units – more than three times the
RHNA allocation and an unrealistic figure to plan for. Similarly, funding challenges dictate that
reliance only on 100% affordable housing projects is also not reasonable. As discussed at the
Planning Commission’s November 18 study session, the City can submit a request for a lower
Quantified Objective (QO) at the time the draft is submitted to HCD for review, which will not be
until July 2021. The QO process recognizes that the RHNA allocation may exceed available
resources and the community’s ability to satisfy this need within the content of the general plan
requirements. However, it should be noted that under existing Housing Element law, the QO
carries no meaning when it comes to assessing Housing Element compliance. The development
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of the SSI and determining realistic capacity is an iterative process and at this preliminary
juncture, staff has continued to plan for the whole RHNA allocation.
The four-point strategy presented below includes concepts on how each part of the housing
market could be maximized for affordable housing production. The assessment of realistic
capacity of the preliminary sites analysis (based on the LUCE growth strategy) provides a
baseline snapshot of capacity at all income levels based on existing regulations. Meeting the
RHNA affordable housing targets will require re-assessment of those standards.
Strategy #1 – Maximize Inclusionary Units in Market Rate Housing
Increased Inclusionary Requirements Supported by FAR Necessary to Incentivize Housing
Projects
In order to maximize inclusionary units in market-rate housing projects, a revision to the AHPP is
proposed in order to simplify the program and also ensure continued consistency with State
density bonus law. The market-rate strategy would also need to be supported by feasibility
analyses to study how much development potential is necessary to support the increased AHPP
requirements. Preliminary results from updated feasibility analyses demonstrate that existing
standards make commercial projects more feasible than housing projects. The following
concepts propose a rethinking of how FAR limits are set for housing projects by establishing a
target percentage for affordable housing and then working backwards into the FAR necessary
to support that percentage.
Concepts for Consideration
Revising the AHPP – Eliminate the “Menu” and Replace with Minimum 15% VLI
Currently, the AHPP allows market-rate developers to select from a “menu” of options for the
production of housing. The AHPP formerly allowed market-rate projects to include only 5% of
their units as affordable to 30% AMI households. This had the effect of producing affordable
units at the extremely low-income level at the cost of production of other income levels with
particular shortages happening at the 80% to 120% AMI income levels. The following table
shows the options currently available to the market-rate rental housing projects based on
current requirements (minimum 10% for 50% AMI households).
Figure 29: Menu Options of AHPP
# of Units In-Lieu Fee
On-Site
2
X
-3
X
-4
X*
-$153,118 based on 0.4
fractional unit
5
X*
-$191,397.50 based on
0.5 fractional unit
6
-X*
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Off-Site
--X

X
X

7
-8+

--

$229,677 based on
0.6 fractional unit
X*
$267,956.50 based
on 0.7 fractional unit
X

X
X

*SMMC Section 9.64.050(D) provides instructions for how to address fractional units. When a calculation results in a fractional
unit of 0.75 or more, that fractional unit shall be treated as a whole affordable housing unit. When a calculation results in a
fractional unit less than 0.75, the requirement can be satisfied through payment of an affordable housing fee for that fractional
unit (fractional unit x affordable housing unit development cost) or by constructing all mandatory on-site units with 3 or more
bedrooms. The affordable housing unit development cost is currently $382, 795. This means that currently, up to 7 marketrate units can be constructed without providing any on-site or off-site affordable housing.

In order to increase the number of affordable housing units produced from the City’s AHPP, the
City could consider eliminating the current “menu” option of affordability requirements and
instead establish a base affordability percentage based on project tier. For example, Tier 1
projects could be required to provide a minimum 15% VLI affordability. This would address the
issue of “overproduction” of units at the Extremely Low Income level and Tier 2 could be required
to provide 20% with equal mix of units across all levels. As indicated in HR&A’s preliminary
assessment, modifications to increase the inclusionary requirement of the AHPP would require
increases in the allowable FAR and height of all zones, except for the Downtown zones.
Revising AHPP – Flexibility in Off-Site Option Location
Developers have indicated that constructing on-site affordable housing can greatly add to the
cost of a housing project, making them less likely to develop. The AHPP currently allows
developers to fulfill their affordable obligation by providing units off-site. However, the units are
required to be located within ¼ mile of the market-rate project. The off-site requirements vary
somewhat for Tier 2 projects. Within the Downtown Community Plan area, Tier 2 housing
developers have the flexibility to locate the off-site housing anywhere within the Downtown. In
addition, the off-site housing project must be owned or operated in whole or in part by a nonprofit housing provider.
Unlike large scale developers who have a portfolio of properties, smaller-scale developers with
smaller housing projects cannot amalgamate their affordable housing requirements onto one
larger off-site property. HR&A conducted a preliminary analysis to determine the costefficiency for on-site vs off-site affordable housing. Their analysis indicates that prototypical
residential/retail project could support an off-site affordable housing fee of between $45,000
and $60,000 per market rate unit, as an alternative to including affordable units on-site. This
supportable fee is slightly higher than the current AHPP in-lieu fee at $36.49 per GSF, or $30,300
per market rate unit with an average unit size of 830 GSF. The “opportunity cost” of developing
an on-site affordable unit averages approximately $350,000. Based on previous HR&A analysis
of 100% affordable housing projects, the unfunded subsidy gap (i.e. other than tax credits or City
subsidies that could be paid by market rate developers), ranges between roughly $270,000 and
$300,000 and averages $285,000 per affordable unit As such, the cost of developing on-site VLI
units is approximately 1.3 times the per-unit subsidy gap needed for off-site 100% affordable
housing projects. This could facilitate construction of over 30 percent more affordable units offsite due to the potential for off-site affordable housing to leverage additional resources and
higher tax credit rents.
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Through the technical working group discussions, developers have indicated that the AHPP’s
off-site option is too restrictive on location and they would prefer the option to purchase land
wherever in the city it is available. The reason that the AHPP requires that the off-site location
to be relatively close to the market-rate project is to avoid equitable distribution of affordable
housing throughout the city. However, given the additional units that could be achieved through
the off-site option, it is reasonable to consider how additional flexibility could be added to the
program to make it a more viable alternative to on-site affordable units. A concept to consider
would that the off-site projects can be located anywhere in Santa Monica but must not be
located in a disadvantaged community. Staff is exploring how to define disadvantage
community as potential sources include environmental justice area as shown on SCAG’s
Housing Element Parcel Tool 14 or ”disadvantaged community” as defined by SB53515.
Other Possible Concepts to Create Flexibility in Off-site Affordable Housing
Through both technical working groups, other concepts for off-site affordable housing were
also raised including:
 Allow the pooling of units among multiple properties to satisfy an obligation as long as
the affordable units received their CofO prior to the market rate
 Create an acquisition/rehab option that allows developers to purchase existing units,
rehabilitate the units and convert the units to long-term affordability through deedrestrictions
o This is a concept that would create new affordable units while also serve existing
residents. Some group members expressed concern about impacts to existing
tenants in such a situation in addition to situations where the existing tenant may
not income-qualify for the newly deed-restricted unit meaning that the unit
would become affordable until the existing tenant voluntarily vacates the unit.
Further exploration is necessary to understand whether this could be a realistic
option.
Concepts for Integrating Updates to State Density Bonus Law to Achieve More Affordable
Housing
The Density Bonus Law (Government Code Section 65915) was first enacted by the California
legislature in 1979 to address the shortage of affordable housing in the state. The Density Bonus
law provided an incentive mechanism to encourage developers to include affordable units
within a residential project in exchange for increases in density (the density bonus) above local
zoning law and relief from base development standards (concessions/incentives). By offering
developers varying levels of density bonuses, incentives and/or concessions in exchange for
building affordable housing, the goal of the Density Bonus Law is to incentivize and encourage
developers to create much needed affordable housing units in California.
Prior to 2021, the Density Bonus Law permitted a maximum density bonus of thirty-five percent
(35%) for a housing development in which (a) at least eleven percent (11%) of the total units are
for very low income households, (b) at least twenty percent (20%) of the total units are for low
14

SCAG Housing Element Parcel Tool online at https://maps.scag.ca.gov/helpr/
15

https://oehha.ca.gov/calenviroscreen/sb535
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income households, or (c) at least forty percent (40%) of the total for-sale units are for
moderate income households. In other words, a project that achieved any of these affordability
levels may include up to 35 percent more units than local law otherwise would allow.
In 2020, Governor Newsom signed Assembly Bill 2345 into law, to expand and enhance
development incentives for market rate projects that provide affordable housing. AB 2345
increases the maximum density bonus from thirty-five percent (35%) to fifty percent (50%). To
be eligible for the maximum bonus of 50%, a project must set aside at least (i) fifteen percent
(15%) of total units for very low income households, (ii) twenty-four percent (24%) of total units
for low income households, or (iii) forty-four percent (44%) of for-sale units for moderate
income households. Levels of bonus density between thirty-five percent (35%) and fifty percent
(50%) are granted on a sliding scale. In addition to this sliding scale bonus, developers can also
request incentives & concessions to development standards necessary to support the on-site
affordable housing units. The number of incentives & concessions varies depending on the
percentage of affordable units, up to a maximum of four incentives & concessions (only for 100%
affordable housing projects).
Figure 30: State Density Bonus Law Affordable Percentage and Associated Density Bonus for
rental units

The City currently has a tiered land use system consisting of a Tier 1 base and the opportunity
for an applicant to voluntarily request additional height and/or FAR for a Tier 2 project. Between
those tiers is an intermediate step that provides a height or FAR increase if on-site affordable
housing is provided.
As part of the 2015 Zoning Ordinance Update, a regulatory community benefits system was
established requiring Tier 2 projects to provide 50% more affordable housing and also
augmented development fees. The community benefits structure was supported by feasibility
analyses. A similar structure was established for the Downtown Community Plan except that
the affordable housing percentage increased up to a maximum of 30%.
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Staff proposes a concept that would be expand upon the existing tier structure by basing the
maximum allowable FAR for each tier on the level necessary to support the goal of inclusionary
housing. As an additional concept, commercial projects would not be able to request additional
height or FAR above the Tier 1 base unless the project included at least four (4) stories of 100%
affordable housing, which is the minimum project size that affordable housing providers have
indicated is necessary to make a viable project. The figure below is a conceptual diagram of
this proposed expanded housing bonus system.
Figure 31: Proposed Expanded Tier System with Housing Bonus

Strategy #2 – Support 100% Affordable Housing
For Projects Up to 80% AMI – Affordable Housing Provider Chooses FAR Necessary to Support
Project with No Minimum Parking Requirements
Affordable housing providers have indicated that the major barriers to the production of
affordable housing is available funding, land cost, and construction cost. Of those three factors,
the only factor that the City can directly address is funding, however, in light of the effects of
COVID-19 on the City’s budget and the amount of affordable housing necessary to achieve the
RHNA and address the community’s needs far exceeds the funding available through the
Housing Trust Fund. Further, while the City continues to advocate for assistance from State and
Federal sources, none of that funding is certain. As a result, providers are increasingly turning to
partnerships with market-rate developers to finance affordable housing projects.
The City indirectly influences land and construction cost through regulatory restrictions. As
affordable housing providers compete in the same real estate market as market-rate
developers, staff explored potential solutions with housing providers as to how to make
developers of 100% affordable housing projects more competitive as land buyers and what
opportunities are available for the City to help reduce construction costs.
AB1763 amended State density bonus law (Government Code Section 65915) to allow 100%
affordable housing projects unlimited density and up to 3 stories or 33 feet above maximum
height limits. There have already been at least five affordable housing projects in Santa Monica
that have exercised the provisions of AB1763 since it became effective January 1, 2020. In all
cases, the provisions resulted in more affordable housing units. The changes also provide relief
from minimum parking requirements and allows requests for up to four incentives/concessions
from local development standards. Given the need to provide a significant advantage to
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affordable housing developers in the land-buying market, a possible concept to consider would
be the following:




Unlimited FAR and height in commercial zones
Minimum of 4 stories guaranteed in all residential zones
No minimum parking requirements

These development incentives would be coupled with a new ordinance requiring that sales of
all property in the city must be offered first to affordable housing developers to be used for the
production of affordable housing. Other concepts for consideration include:






Piggy-backing onto developments already in progress
o Partner with commercial developers
 Restudy potential to increase affordable housing commercial linkage
fee for commercial development – would require updated feasibility
analyses
 Provide development incentives that encourage 100% affordable
housing to add onto their commercial development. This could be
incorporated into the density bonus system described above.
o Purchase additional “blocks” of affordable housing in market-rate projects at
fair-market value. Preliminary discussions with market-rate developers have
indicated that the concern would be whether the cost of losing units to longterm affordability would be made up in the payment for those units.
Additional study would be needed as to whether the construction savings
would make this a worthwhile option to pursue.
More flexibility in off-site AHPP option
o Allow multiple developers to pool their resources with a requirement that the
off-site project be completed before a market-rate CofO could be issued
o Allow greater flexibility in location of off-site affordable housing units
Legislative advocacy for funding – staff actively involved in discussions with
legislators through lobbyists

Target up to 120% AMI (Moderate Income Housing) – Affordable By Design
Moderate income units are a category that has no dedicated funding sources and it historically
has been an area where the City has been challenged in meeting its RHNA allocation. The profile
of Santa Monica workers who cannot afford to live in Santa Monica would suggest that there is
a need for housing at this income level and one concept is incentivize its production is to enact
provisions similar to AB1763 at a local level. This would allow moderate income projects to
receive 50% more FAR and 3 extra stories. As a further incentive, consideration should be given
regarding the unit mix requirement as preliminary research with a moderate-income housing
developer that has successfully completed projects in Seattle and Los Angeles suggests that
there is a workable model if micro-units are permitted. In this scenario, consideration would
need to be given of how to establish zoning standards for enhanced common amenities.
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Strategy #3 – Protect Existing Units for Long-Term Stability
There are approximately 52,000 rental units in Santa Monica with approximately 27,000 rentcontrolled units. According to the 2019 Rent Control Annual Report, 72% of rent-controlled units
are market-rate units meaning that the overwhelming majority of units in the city are marketrate with only a small percentage having not been subject to vacancy decontrol. This highlights
the need to explore strategies to encourage rehabilitation of existing housing units and
potentially requiring affordable housing deed restriction.
Figure 32: Breakdown of Rent-Controlled Units 2018-2020
# of Controlled
Units 2018

# of Controlled
Units 2019

# of Controlled
Units 2020

Change from
12/31/2018 to
2019

Change from
12/31/19 to
2020

Market-Rate

19,562

19,701

19,936

139

235

Long-Term

6,962

6,753

6,553

-209

-200

Housing
Choice/Sec 8

623

623

618

0

-5

Restricted

143

148

158

+5

10

$0 MAR

155

156

164

+1

8

Total

27,445

27,381

27,429

-64
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Government Code Section 65583.1(c) allows for use of existing units to address up to 25 percent
of the lower income RHNA by counting existing units made available or preserved through the
provision of “committed assistance” to low and very low-income households at affordable
housing costs or affordable rents. This option is referred to as “Alternative Adequate Sites”.
However, there are limited strict parameters under which substantial rehabilitation, conversion,
or preservation of units can be counted and the Housing Element would be required to identify
exactly how the city will guarantee compliance in order to grant the credit. The units must be:




Substantially rehabilitated
In a multifamily rental or ownership housing complex of three or more units that are
converted from non-affordable to affordable rental
Preserved at levels affordable to low or very low-income households where the local
government has provided those units with continued assistance

Under each of the above categories (substantially rehabilitated, converted, or preserved), there
is a checklist of items that must be met in order for the units to count towards RHNA. Attachment
4 provides the Alternative Adequate Site Checklist. The City provides housing assistance to
existing residents through a number of programs and has a demonstrated history of working
with willing property owner and tenants in the past to grant project-based housing vouchers
that might allow some units to qualify towards this requirement. Further, this would be an
opportunity to consider flexibility in how developers of market-rate projects meet their AHPP
obligations. As noted above, one concept that staff is considering is allowing market-rate
projects to comply with the AHPP by the acquisition and rehabilitation of existing rental units and
convert those to deed-restricted units. Because the Alternative Adequate Sites approach is
rarely used, further evaluation and consultation with HCD staff is necessary to determine
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whether the City would qualify to use this approach. However, as a matter of policy, the City will
continue to offer these programs as a means to increase housing stability for existing residents
that are most vulnerable to displacement. An outstanding policy question is whether, given
limited resources, the City should expand those programs and if so, whether the priority is on
production of new units or on providing assistance to existing units (acquisition/rehab or rent
subsidies). Programs to protect existing units for long-term stability are discussed further down
in the report.
Strategy #4 – Incentives for ADU Production
ADU Production Within Santa Monica
Accessory Dwellings Units (ADUs) play an important role in the production of housing,
particularly within single-unit residential zoning districts where historically only one unit is
permitted. In recognition of this, the State over the past four years has started to enact laws to
help spur the production of housing through the development of ADUs. Building off of initial State
law passed in 2017 that started the process of removing barriers to ADU production, three new
State laws (AB 68, AB 881, and SB 13) came into effect on January 1, 2020 that significantly
expanded potential ADU development. These new laws revised development standards that
sometimes limited ADU construction, such as eliminating minimum parcel size, establishing
larger unit sizes based on bedroom count, reducing minimum side and rear setbacks, and
removing on-site parking requirements. In addition, the new laws extended ADUs into multipleunit residential and mixed-use zoning districts and introduced the new concept of Junior
Accessory Dwelling Units (JADUs) when in conjunction with single-unit dwellings. On September
8, 2020, City Council approved an ordinance incorporating these State law requirements into a
new ADU/JADU Section of the Zoning Ordinance, SMMC Section 9.31.025 Accessory Dwelling
Units and Junior Accessory Dwelling Units. Additionally, to further encourage the production of
ADUs and JADUs, Council expanded upon the new requirements by exempting all ADUs and
JADUs from parcel coverage or floor area calculations.
Since implementation of these new State laws, the City has seen an increase in ADU production
and interest each year. Based on building permit data as of March 1, 2021, the table and map
below summarizes ADU development and location within the City since 2017, the start of when
State law began to focus on incentivizing ADUs. However, it is important to note that the vast
majority of these numbers are from ADU construction on R1 (Single-Unit Residential) zoned
parcels. The City is just now starting to see property owners take advantage of the ability to
establish sometimes multiple ADUs with existing multiple-unit residential and mixed-use
developments.
Figure 33: Santa Monica ADU Production
Building Permit
Year
2017
2018
2019

In-Progress

Permit Issued

Completed

Total

2
32

1
15
37

6
39
14

7
56
83
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2020
2021
TOTAL

87
4
125

12
65

1
60

100
4
250

Figure 34: Map of ADU Locations

ADU Contribution to RHNA
Pursuant to HCD’s Housing Element Site Inventory Guidebook, a jurisdiction may satisfy its RHNA
through a variety of methods other than identifying sites. One of these alternative methods is
including the potential development of ADUs and JADUs based on the following factors:








The number of ADUs or JADUs developed in the prior planning period;
Community need and demand for these types of housing units;
The resources and/or incentives available that will encourage the development of ADUs;
The availability of ADUs and JADUs for occupancy;
The unit must meet the Census definition of a housing unit and be reported to the
Department of Finance as part of the annual City and County Housing Unit Change
Survey; and
The anticipated affordability of these units.

In order to project the increased potential of ADU development for the new Housing Element
cycle, HCD recommends the following options:


Use the trends in ADU construction since January 2018 to estimate new production.
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Assume an average increase of five times the previous planning period construction
trends prior to 2018.
Use trends from regional production of ADUs.
Include programs that aggressively promote and incentivize ADU and JADU
construction.

As shown in the above table, based on ADU building permit data between 2018 and 2020, Santa
Monica averages 80 ADUs per year. Using this average production number, it can be expected
that over the next eight year Housing Element cycle approximately 700 ADUs will be built and
can be used towards our RHNA. This estimate accounts for possible future interest in ADUs to be
incorporated into existing multiple-unit residential and mixed-use developments, which the City
has only just started seeing very recently as the new law permitting this only took effect January
1, 2020.
In order for potential ADU development to count towards the RHNA, local governments must
also provide an analysis of anticipated affordability levels. Staff initiated a survey that began on
March 4th targeting individuals that either have an ADU on their property or live in an ADU to
better understand how ADUs are being used and how they contribute to the City’s housing
supply. The survey and outreach materials were provided in both English and Spanish, and
asked questions regarding bedroom count, occupancy, and rental amount. The survey
concludes on March 18th.
In addition to the City’s survey, SCAG conducted a regional analysis of current market rents that
can be used to obtain credit towards each income category in the RHNA. SCAG’s analysis was
pre-certified by HCD and allows cities to assume that the total anticipated ADU production
would be assigned to the following income categories:






Extremely Low – 15%
Very Low – 2%
Low – 43%
Moderate – 6%
Above Moderate – 34%

Proposed ADU Incentive Program
While Santa Monica has taken steps beyond what is required by State law to incentivize the
production of ADUs, staff proposes consideration of an ADU incentive program for the R1 zone
district. Approximately 35% of the City is zoned as R1, which only allows for one unit per parcel
by right. This has resulted in only 13% of the City’s housing supply being located in one of the
largest zoning districts within the City. While ADU construction has started to increase this
number, currently the maximum amount of units by right an R1 parcel can contain is three – one
single-unit dwelling, one detached ADU, and one JADU (which is required to be incorporated into
the footprint of the single-unit dwelling). The proposed incentive program would allow a
property owner the ability to construct an additional ADU if they would be willing to deed restrict
one of the ADUs at an affordable level. This incentive program would help achieve the Housing
Element goal of affirmatively furthering fair housing by providing more affordable housing
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opportunities within the R1 zone district, an area of the city that has largely been unaffordable
to many.
In an effort to help accomplish this incentive program, the City is pursuing a grant to produce an
ADU Accelerator Program that will simplify the ADU process by providing a handbook detailing
all standards and processes attributed to ADU development. The Accelerator Program would
also include ADU designs that have been pre-approved by the City that could be selected by a
property owner to reduce both the time and cost associated with ADU development.
Other Concepts Evaluated But Not Yet Considered as Primary Tools for the SSI
Several concepts have been raised throughout the process as possibilities to address
affordable housing production. The concepts described below generally include greater
complexity to administer and may not provide sufficient affordable housing opportunities t to
be considered for the Housing Element Update.
Community Land Trust
This idea was raised through the public webinars and also technical working groups of
whether community land trusts might be a model for 100% affordable ownership housing
where the land trust purchases the land and then leases the units to qualifying home owners.
While this idea holds great promise to provide opportunities for moderate-income households
to build equity, it presents several significant challenges in implementation. This idea has
previously been reviewed by the Housing Division and was also explored for the High Place
affordable housing project. It was found that this method of ownership is very difficult to
finance as lenders want their loan interests to be ‘superior’ in title to the deed restrictions,
which then undermine the City’s ability to ensure long-term affordability. Construction lenders
were hesitant to finance the project because of concerns that prospective buyers would be
unable to secure mortgages given the resale limitations. Another potential issue was whether
low- and moderate-income households could feasibly afford to assume fiscal responsibilities
of homeowner maintenance and repair. It was only feasible to consider this model at the time
because the land was relatively affordable. Land costs have increased significantly since that
time and pursuing CLT model now would be a very expensive proposition.
Further, the intent of long-term ownership affordability naturally has tensions with the desire of
most homeowners to benefit from real estate gains upon sale. Once a buyer closes escrow
they have every incentive to have the deed restriction removed 9compared to a renter, whose
every incentive is to see that a deed restriction remains in place). In a CLT model, the resale
formula is intended to balance the interest of the homeowner to benefit from use of their
home as an investment and the CLT’s goal of long-term affordability for future owners. In
addition, community land trusts are typically owned/operated by a nonprofit, which then
needs to be compensated for the administrative and compliance work, which adds an
ongoing cost to the homeowner. Also, affordable homeownership compliance requires much
closer monitoring regarding occupancy and sales, due to the economic incentive for a
homeowner to lease their home and the difficulty preventing an unauthorized sale. This would
require substantial City staff resources to ensure compliance.
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Finally, the City would likely have to provide a significantly greater subsidy to create for-sale,
deed-restricted homes compared to below market rental units. With the need to prioritize
limited funding and the need to prioritize, it then brings up the issue of providing increased
subsidy to households that have greater resources and more options at the expense of
households with lower resources and fewer options. As a result, this potential tool is not being
considered for the Housing Element Update.
Vacancy Tax
This concept has been previously assessed by City Attorney’s Office and Finance but not
identified as a primary strategy because expected revenue was estimated to be low and the
cost of enforcement high (and difficult to administer). The City of Los Angeles considered the
possibility of a vacancy tax but upon further review, determined that the benefit would not
overcome the substantial effort and administrative burden. Based on application of a rate
similar to that adopted in the City of Oakland (annual tax of $3000 to $6000 on vacant property),
the estimated revenue would be approximately $200-300K. If the goal of a vacancy tax is to
bring vacant units back into the rent housing pool, there may be other strategies that could be
enacted to support housing retention and stability. The Oakland tax defines vacant as a unit
being in use less than fifty days in a calendar year and provides for ten possible exemptions that
would be challenging to administer. As a result, the program appears structured more towards
encouraging property owners to put units back on the market instead of a punitive measure.
From a revenue-generating perspective, the recently passed Measure SM’s transfer tax for
property sales over $5M would produce more revenue than a vacancy tax. Measure SM.
Commercial Conversion into Residential
The COVID19 pandemic has had a dramatic impact on the City’s commercial real estate
market. Even prior to the pandemic, the retail industry had been struggling to compete with
online retailers and the office market has started to trend downward. Now a year later in the
pandemic, empty storefronts and half occupied office buildings are not an uncommon sight in
the City. With the downturn of retail and office real estate accelerated by the pandemic, the
concept of converting commercial into residential has gained significant interest as another
avenue to increase the supply of housing in the City.
Although commercial to residential conversion projects have been rare in the City, other cities
in the region have seen such projects. In Santa Ana, under an adaptive reuse ordinance adopted
in 2015, a 1965 office building was recently transformed into a 100% affordable housing project
providing 58 units. There are however, logistical and design challenges to converting office
buildings to residential. Office and retail buildings with large floor plates and dedicated core
space for example, make it difficult to transform the space into residential units, as most of the
divided space would end up as windowless caverns. Placement of plumbing and electrical
conduits in the right places can also be difficult. Depending on the particular building, the
conversion to residential may be more cost-prohibitive than new construction. That is not to say
that conversion of commercial into residential couldn’t occur in the City. Some commercial
buildings may have features that make it more conducive for residential conversion. HR&A
advisors will be reviewing the potential and likelihood for commercial conversions to occur as
part of their final study. The City could also consider policy changes to incentivize the conversion
of existing commercial to retail, such as relaxing parking, unit mix, open space, and other typical
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zoning or building code requirements. However even with such policy changes, it would be
speculative to estimate if and how many buildings would feasibly be converted during the next
8 years. Absent this substantial evidence, it would not be possible to identify potential housing
conversion sites for inclusion in the SSI.

V.

Programs for Housing Stability

Housing stability goals and policies seek to maintain the City’s existing housing stock through
housing preservation and housing assistance. Housing preservation policies and programs
focus on rehabilitation assistance to maintain, improve, and extend the use and livability of aging
residential buildings. Existing programs include the Residential Rehabilitation, mandatory
Seismic Retrofit, and Lead-Based Paint Hazard Reduction programs. Housing assistance
policies, programs, and services focus on providing financial and technical assistance for the
provision of housing for all income groups and household types including families with children,
seniors, persons with disabilities, and others with special needs. Such programs and services
address the special need to provide transitional and supportive housing, and services for the
homeless in the community with an emphasis on at-risk and vulnerable individuals. Through the
continued implementation of housing preservation and assistance programs, the City strives to
maintain housing affordability while assisting residents with housing security.
Programs to Address Housing Needs of Existing Residents
The housing stability technical working group discussed housing barriers and needs of existing
residents that ranged from financial assistance, continued tenant/landlord assistance,
continued support services for homeless/at-risk individuals, and the need to maintain housing
affordability of existing housing stock. Many of the housing barriers reflect on issues that renters
are currently experiencing. Barriers to housing include credit restrictions and eligibility
requirements involving sensitive personal information, high security deposits, and income-level
qualifications. Challenges and experiences were shared that call for program improvements
including the use of alternate forms of credit scoring recognizing certain housing barriers based
on race, income, and other factors, and the need for additional assistance on a variety of issues.
While housing stability and preservation policies may not directly address the RHNA allocation,
the approach to housing existing residents is imperative in achieving the Housing Element’s goal
of ensuring there is adequate housing for persons and families of all income levels.
1.

Rental Assistance
There is a need for financial support for seniors, families, and individuals who are rentburdened. Household cash flow and income is an issue. Additional education and outreach
to residents and landlords on the availability of housing vouchers, including Section 8
vouchers is needed to ensure information and support of state, federal, and local
programs are equally provided to all residents. While established as a program to fulfill
basic needs after housing costs, expansion of the Preserving Our Diversity (POD) program
would be helpful to support others who are also rent burdened.

2. Resident Services and Tenant Protections: Landlord/Tenant Support
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Continued tenant protection and assistance is needed ranging from legal counsel,
oversight of landlord obligations related to voucher programs and housing
maintenance/repairs, and education/information assistance on tenant rights and
available housing programs.
3. Supportive Services Programs that Serve Homeless/At-Risk Individuals
Continued implementation and enhancements of support services that assist the
homeless and at-risk individuals such as case management to ensure housing retention.
4. Housing Preservation: Maintain Housing Affordability
In efforts to maintain housing affordability, focus should be on preserving and
rehabilitating existing housing stock including covenant and non-covenant residential
units such as rent-controlled units that are also viewed as at-risk housing.
Housing Programs Assessment
Existing housing programs and services are being evaluated for effectiveness and
appropriateness considering resident housing needs and limitations such as funding availability.
The Stability Technical Working Group focused on the need to preserve covenant and noncovenant naturally occurring affordable housing, rental assistance and support services to
ensure housing security for existing residents most vulnerable to displacement, and the need for
additional funding sources to maintain and implement program improvements or expansions.
Existing rehabilitation and assistance programs/services are listed below:


Housing Preservation: Existing Preservation and Rehabilitation Programs:
 Conserve At-Risk Housing
 Rehabilitation: Acquisition and Rehabilitation
 Rehabilitation: Small Grants
 Rehabilitation: Minor Home Modifications for Special Needs
 Mandatory Seismic Retrofit Program
 Lead-based Paint Hazard Reduction Program



Housing Assistance: Existing Assistance Programs and Services
 POD (Preserving Our Diversity) Program
 Tenant Eviction Protection Program
 Rental Housing Voucher Programs (including Section 8 availability)
 Tenant Relocation Assistance Program
 Temporary Relocation Program
 Tenant/Landlord Mediation and Legal Services
 Support Services Programs that Serve Homeless/At-Risk Individuals

Effects of the COVID-19 Pandemic
It is important to note the likely impact the pandemic will have on available funding and
resources. There is uncertainty on how the pandemic will impact the existing programs and
services provided by the City, however it is anticipated that the need for support will significantly
increase in all areas. Following the Eviction Moratorium currently extended until the end of June
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2021, the City will need to address potential resident loss of housing. Federal government
assistance is uncertain and one-time emergency funds used to provide rent assistance during
the pandemic are not available. The City has limited resources to continue to provide assistance
to residents facing eviction during this crisis in a broad capacity (e.g. paying back rent).
Funding Challenges
City Emergency Rent Assistance programs have historically been based on limited flexible
general funding for residents who are already being assisted through local non-profits (case by
case) and not based on a systemic program that would assist the broader population based on
limited resources:






During FY2020-21, the City provided assistance to 650 out of 1,000 applicants through the
COVID-19 Emergency Rental Assistance Program (ERAP)
$2.8M in funds provided: $2.55M CDBG funds, $250K General Funds
Use of CDBG funding for ERAP made possible by HUD’s onetime waiver of 15% public
services cap. CDBG is not viable source of recurring funding.
City will be relying on County for rental assistance
Additional staff capacity to manage programs is needed as well.

Current Revenue Sources for Housing Related Programs






Affordable Housing Revenue Sources:
o In-lieu fees from AHPP and Affordable Housing Commercial Linkage Program
o Proceeds from sale of City-owned property
Measure GSH tax
Community Development Block Grants
General Fund

Stability Technical Working Group: Concepts and Recommendations
From the technical working group discussions emerged concepts and ideas that warrant
further evaluation and feedback from the Commission and residents within the community,
particularly from residents participating in housing programs. The group concluded with a
prioritized list including potentially viable program enhancements based on current funding
availability and future programs or program enhancements for future consideration dependent
on if and when additional funding and staff resources become available. Similarly, the
Commission should also prioritize program improvements or new concepts that warrants
further consideration.
In its discussion, the Commission should consider the following:
1.

Given the limited funding and staff resources, consider the technical working group’s
concepts/recommendations and prioritize the program enhancements and new
concepts warranting further evaluation that will help inform the goals and objectives
related to housing stability/preservation.
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2. Policy Question: Although the conversion of rent-controlled units or naturally occurring
affordable housing to long-term affordable units may not count towards RHNA, should
there be investment and priorities established in promoting the preservation of the
existing housing stock?
Potentially Viable Program Enhancements
Rental Assistance: Financial Support for Seniors, Families, Rent Burdened, etc.
Need for Assistance/Oversight with Housing Vouchers (including Section 8 Vouchers)
Sentiments were shared of landlord hesitancy to accept Section 8 residents and a perception
that Section 8 residents are higher risk tenants compared to those without vouchers. Per State
law, rental property owners are essentially required to accept Section 8 or housing vouchers as
an income source and cannot discriminate against an applicant or deny the application just
because they have a housing voucher. Working group participants expressed frustration on the
lack of oversight and enforcement of the law. Landlords often view the Section 8 process as an
administrative burden that involves home inspections, verified habitability, and other
qualifications as part of the program approval. Delays in approval can be costly from the
landlord perspective, and participation not worth the time. In efforts to address the need for
oversight and enforcement, assistance from the City should include additional education and
outreach efforts to ensure residents and landlords understand their rights and legal obligations
under the program. In efforts to further encourage landlords to accept Section 8 residents, the
City could subsidize the resident’s remaining portion of the monthly rent amount, thereby
minimizing landlord risk.
POD (Preserving Our Diversity) Program
The Preserving Our Diversity (POD) program provides cash-based assistance to low-income,
long-term Santa Monica residents in rent-controlled apartments to help achieve a minimum
monthly after-rent income of $747 for a one-person household or $1,306 for a two-person
household. The program achieves a “basic needs budget” for seniors to have a minimum
amount of income remaining after rent is paid each month for food and medical expenses.
Currently, the program is available for qualifying long-term senior residents.
Many have expressed support for this program and suggest that the program be expanded to
assist others who are also rent burdened. Any program expansion will be dependent on funding
availability that would inform how the program may be expanded; whether expansion means
assistance to additional seniors or to include families (including disabled/special needs
families). Making the program available to families would significantly increase the need for
funding as families have higher expenses compared to seniors. Due to limited resources, its
important to consider how best to spread the available funding to ensure overall effectiveness
such as monitoring the number of participants.
Resident Services and Tenant Protections: Landlord/Tenant Support
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Right to Counsel
A Right to Counsel pilot program (City Attorney’s Office) is underway that would provide
residents with free legal counsel/representation against attempted evictions by landlords. The
pilot program will be evaluated for overall effectiveness, program capacity, and whether the
program can be sustainable. The pilot program was approved with a budget of $120,000 per
year for two years.
Education/Information Assistance for Tenants and Landlords
The technical working group discussed issues related to resident and landlord relationships,
particularly stemming from resident mistrust of landlords. Discussions were held on the need for
additional education and outreach assistance (from City staff) to both residents and landlords
on increasing the awareness of housing programs (including Section 8 housing vouchers and
landlord acceptance obligation), resident qualifications, and benefits of program participation.
Subject to funding, additional City staff in the role of an outreach coordination would be helpful
to assist vulnerable residents with counseling (including credit counseling) and navigating
through housing applications, programs, and services. Other areas of needed assistance
include additional support in locating housing upon tenant relocation (including follow-up),
coordination with temporary relocation during repairs and maintenance to units, and additional
support in programs that serve homeless and at-risk individuals (case management). Although
funding for additional staff is needed to fill these liaison positions and would depend on future
funding, general program support remains ongoing.
Supportive Services Programs that Serve Homeless/At-Risk Individuals
Case management support services provided to homeless and at-risk individuals are provided
to ensure housing retention. It was suggested that services improve to better assist participants
long-term and to improve tailoring services to the individual. Currently funded housing retention
programs have a 90% or better (some are 97%) retention rate. Improving services would
require additional investments to increase staffing and lower the client/staff ratio, and
therefore would be considered a future program enhancement dependent on additional
funding. Currently staff ratios can be 1:30 or more (best practices are 1:10 for high-need
individuals).
Housing Preservation: Maintain Housing Affordability
Conserve At-Risk Housing
The City has assisted in the development of a variety of affordable housing projects that are
currently serving the community. Publicly-assisted housing units with federal rental assistance
subsidies are protected by covenants. Those units with covenants nearing expiration are
considered “at-risk” of potential conversion to market-rate housing. These units often serve
seniors or persons with special needs. The City continues to monitor the status of at-risk projects
and consider the feasibility of ensuring that these units remain as affordable units.
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Expanding this policy to focus on non-covenant residential units such as rent controlled units has
been discussed. As rent-controlled units continue to age, they become more at-risk of being
removed pursuant to the Ellis Act. The technical working group discussed the need to reform the
rent increase process in conjunction with incentives (such as permit fee waivers for
maintenance/repair) to encourage landlords to rehabilitate their aging buildings and remain in
the rental business.
Housing Maintenance and Rehabilitation
a. Rehabilitation: Acquisition and Rehabilitation
The acquisition and rehabilitation of existing housing and conversion to affordable units
preserve naturally occurring affordable housing while also helping to minimize tenant
displacement and maintain affordable rents. While effective, acquisition and rehab is
expensive. Affordable housing providers have expressed difficulty in competing in the open
market to acquire property when they become available for purchase. Establishing a
program similar to the City of San Francisco’s Community Opportunity to Purchase Act
(COPA) which gives qualified non-profit organizations the right of first offer, and/or the right
of first refusal to purchase certain properties offered for sale in the City would help to
address this issue. COPA was created to prevent tenant displacement and promote the
creation and preservation of affordable rental housing. The COPA program would be
evaluated to determine whether a similar program could be implemented for Santa Monica.
Because this would be a new program, feasibility is unknown at this time and would be
considered a future program depending on funding availability.
b. Rehabilitation: Small Grants
The City implements the Residential Rehabilitation Program that provides small grants to
owners of multifamily rental properties occupied by low- and moderate-income tenants.
Currently there are rehab projects in-progress scheduled for completion in FY2021-22
consisting of 38 units at two locations. Aside from this remaining project, currently there are
no additional/continued funding for this program for the next 5 years in the Community
Development Block Grant (CDBG) consolidated plan. Although the program has been
successful, there are considerable challenges in finding property owners who are willing and
eligible to participate. The City has not received any applications in the past two years. In
terms of priorities, currently the small grants program is not a critical priority relative to other
programs that provide needed benefits, considering all other issues and limited resources
including funding. As such, this existing program while successful in past years, is less
efficient due to the limited funding available that may not provide landlords with meaningful
upgrades to their units.
The technical working group discussed expanding this as an exchange program on a per
unit basis (and not entire property) where grants are provided for ongoing
maintenance/repair in exchange for deed restricting such units for long-term affordability.
However, staff believes there are potential challenges for landlords to deed-restrict their
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units long-term as it may not be economically viable and therefore unlikely, considering the
small amount of financial assistance in rehabilitating units compared to loss of market rents.
Other New Concepts / Future Programs
In addition to the housing program expansion and enhancements above, the working group
recommended further evaluation on the following new concepts and programs that address
the preservation of existing housing.
Rehabilitation Tax Abatement Program
A new program was suggested, similar to the Mills Act program for historic properties, where
small rehabilitation grants are provided to landlords in exchange for property tax
abatement/reduction for a period of time to amortize the cost of the work on a sliding scale
basis (example year to year, 5 years max). This would promote rehabilitation of existing housing
stock while providing short-term affordability.
Staff’s initial feedback on this concept is that such program may be better suited or more
appropriate in cities experiencing very low rents and where there is a pervasive maintenance
issue with properties. Implementation would require coordination outside of Santa Monica
similar to the Mills Act program that is a State program in coordination between local cities and
the County Assessor’s Office, including legislative changes. As with any new program,
evaluation must consider overall effectiveness on a more broader scale and balance output
with staff resources to administer such program.

VI.

Ramifications of Future Non-Compliance

State law requires that each city plan for its housing needs through the Housing Element
process.
In recent years, the State legislature has adopted enhanced enforcement
mechanisms to ensure that all local jurisdictions adopt and implement Housing Elements that
are consistent with State law. If Santa Monica fails to produce a certified Housing Element, or
subsequently takes an action that is inconsistent with a certified Housing Element, the City
would be at risk of enforcement action from the State, up to and including judicial action, fines
of at least $10,000 per month, loss of eligibility for grants and state funding programs, and loss
of local control over land use decisions. The State has in recent years demonstrated its
willingness to take legal action to compel cities to bring their Housing Elements into compliance.
One of the primary tools in State law to further housing production for jurisdictions that have not
meet their RHNA targets is SB 35. Specifically, if the City does not meet its RHNA production
goals, based on annual progress reports’ comparison to pro-rated goals, housing projects
would be eligible for the streamlined process available under SB 35, which involves a
streamlined ministerial approval process for housing projects that provide a minimum
percentage of affordable units. If the City does not demonstrate sufficient progress towards
Above Moderate units, projects that provide 10% affordable units, a level that may be lower than
that established by the City, would be eligible for a ministerial process. However, if there is
insufficient progress towards the production of Lower Income units then only projects with
greater than 50% affordable units would be eligible for the ministerial process. Given that it is
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unlikely that a market-rate project would include 50% affordable units, absent a substantial
subsidy, it is likely that that the latter class of projects would be 100% affordable housing projects.
Attachment 5 provides additional detail on how other provisions of SB35 would impact Santa
Monica.
Figure 35: SB35 Ministerial Process Thresholds and Affordability Requirements
Affordability Level
SB35
Insufficient
Insufficient
progress towards
progress
Above Moderate
towards Lower
units
Income units
Minimum affordability to qualify
10%
50%
for ministerial approval

VII.

Questions for Planning Commission Consideration

The following questions are intended to guide the Planning Commission’s discussion on the draft
concepts:
1.

Where should housing be located?
a. Which geographic option for distribution of potential housing sites best aligns with
Santa Monica’s values and also accomplishes the requirement to Affirmatively
Further Fair Housing?
i. Option A – High potential sites consistent with LUCE
ii. Option B – Dispersed sites
iii. Option C – ½ mile around major transit stops
b. Are there any other concepts that would also meet the requirement to Affirmatively
Further Fair Housing?
i. Eliminating Single Family Zoning to allow for the development of increased
housing opportunities
ii. Providing opportunity for housing development in areas formerly not
available such as Office Campus (OC) and Industrial Conservation (IC)
iii. Modifying development standards to increase the viability for housing
development in areas where such housing has not formerly occurred such as
Montana Avenue, Main Street, and Ocean Park Blvd

2. How do we plan to achieve the RHNA?
a. Which concepts should be included in the Housing Element update?
i. Maximize inclusionary housing
ii. Support for 100% affordable
iii. Seek opportunities for affordable housing in existing housing stock
iv. ADU incentives
3. What is the role of City-owned property in producing affordable housing?
a. To what extent should affordable housing be prioritized on all City-owned sites? Is
there interest in establishing a minimum number of affordable units for
redevelopment of City-owned sites?
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b. Should City-owned sites be re-zoned to maximize affordable housing potential?
4. Would it be appropriate to consider more capacity on A-lots and parking lots of religious
organizations to support affordable housing production?
5. With limited resources, which categories of assistance should be the priority for housing
stability programs?
Attachments
1. 6th Cycle Housing Element Existing Conditions
2. HR&A Feasibility Analysis
3. Draft Preliminary Suitable Sites Inventory Summary Report
4. Alternative Adequate Sites Checklist
5. Summary of SB35 Impacts on Santa Monica
6. SCAG 6th Cycle Final RHNA Allocation - https://scag.ca.gov/sites/main/files/fileattachments/rc030421fullpacket.pdf?1614384363

57

