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To: Thomas B. Modica, City Manager / .. AL
From: Christopher Koontz, Director of Community Development ( K

For: Mayor and Members of the City Council

Subject: Inclusionary Zoning Presentation to the Housing and Public Health Committee

On Tuesday, October 15, 2024, staff will present the attached updates to the inclusionary zoning
policy to the Housing and Public Health Committee. Following Council direction in May 2024 to
present options for how to expand inclusionary requirements citywide, staff have held a study
session with the Planning Commission, engaged in community and stakeholder outreach, and
conducted additional research. The attached presentation outlines revised policy
recommendations for how to expand inclusionary zoning citywide.

If you have any questions, please contact Meggan Sorensen, Housing and Neighborhood
Services Bureau Manager, at Meggan.Sorensen@longbeach.gov or (562) 570-5269.
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Inclusionary Housing Policy Update
Housing and Public Health Committee Meeting - October 15, 2024
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Current Policy

« Adopted in 2021 to facilitate the production of mixed-income housing.

e Inclusionary requirements are based on an Economic Feasibility
Analysis that determined the maximum supportable percentages.

« Only applies to Downtown and Midtown.

Current Inclusionary Requirements

11% of total project units must be set
aside for Very Low-Income households

10% of total project units must be set
aside for Moderate-Income households
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2024 Initiative to Advance Affordable Housing Production

« On May 7, 2024, the Mayor and City Council requested City staff
explore and report back on the expansion of the Inclusionary Housing

Policy citywide.
« On May 14, 2024, City staff presented an update on implementation
progress and next steps to expand Inclusionary requirements citywide.

 Several Councilmembers requested that City staff also present options
for Inclusionary affordability requirements for rental units that

encompass a mix of income levels.
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Housing Committee and Planning Commission Presentations

« On June 11, 2024, City staff presented recommended Policy updates, including
options for rental unit affordability levels, to the Housing and Public Health
Committee.

« On August 15, 2024, City staff held a study session with the Planning
Commission.

* Planning Commissioners’ key feedback:
o Clarifying questions on various technical aspects of the Policy.
o Concern that the proposed three-year phase-in schedule is too long.
o Concern that rounding up Inclusionary units overburdens smaller projects.

o Concern that removing the 1-mile radius requirement for land dedication may allow
developers to avoid providing Inclusionary units in higher resource areas.

o Interest in examining other zoning reforms alongside Inclusionary requirements.
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Community and Stakeholder Outreach

 Participation at City Council, Housing and
Public Health Committee, and Planning
Commission meetings.

* Three in-person Housing Policy Forums

o 133 attendees

o 72 written comments (in-person and online)
 Focus group with housing developers

o 10 representatives of 5 development firms

« Focus group with California Apartment
Association and Long Beach Chamber of
Commerce

o 4 representatives
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Summary of Community and Stakeholder Feedback

« Broad support for citywide expansion from
residents and housing advocates.

- Majority of resident participants and housing
advocates want affordability requirements
exclusively for very low- and extremely low-
income households; some support for a mix of
affordability levels.

« Desire to increase Inclusionary requirement
percentages (15-25% set aside).

 Desire to remove three-year phase-in period.

* Interest in adding local hire provisions for
housing construction.
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Summary of Community and Stakeholder Feedback

Concern from developers that Inclusionary
requirements may reduce the number of
ownership units that can be built.

Interest from residents for more affordable
homeownership opportunities.

Desire from housing advocates/residents to
keep City Council as the approval body for
alternative compliance options.

Broad support for more development
incentives and zoning reform to work
alongside Inclusionary requirements.
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Revised Policy Recommendations

 City staff continue to recommend expanding Inclusionary Housing
requirements citywide.

« Based on feedback from Councilmembers, Planning Commissioners,
community members and stakeholders, as well as additional research,
City staff have revised some of their recommendations to update the
Inclusionary Policy:

o Rental housing affordability levels
o Ownership affordability levels
o Technical changes to refine the Policy
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Rental Projects: Prior Recommendation

Very low-, low- and moderate-income affordability levels based on
Long Beach Opportunity Areas

Opportunity Areas Inclusionary Requirement

High and Highest Resource Very Low-Income 11%
Very Low-Income 6%

Moderate Resource Low-Income 3%
Moderate-Income 3%

Low Resource and
High Segregation/Poverty
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Rental Projects: Revised Recommendation

Focus on very low- and low-income affordability levels, instead of
moderate-income, for economic integration at deeper affordability

Opportunity Areas Inclusionary Requirement

High and Highest Resource Very Low-Income 11%
Very Low-Income 6%

Moderate Resource
Low-Income 6%
Low Resource and Low-lIncome 1204

High Segregation/Poverty
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Low-lncome Affordability

Low-income units can achieve workforce housing and economic
integration goals at a deeper affordability than moderate-income units.

e Low-income limits exceed median income and come close to moderate income,
due to a federal income adjustment for Los Angeles County as a high cost of living
area.

Income Limits for a Family of Four

598,200
% of Median Income

Very Low-Income 71% $69,350 Smra:g:‘rg\ic:.me
Low-Income 113% $110,950 $6,900/year
Moderate-Income 120% $117,850 difference
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Low-Income Affordability (cont)

Low-income units can achieve workforce housing and economic
integration goals at a deeper affordability than moderate-income units.

e Low-income rent is significantly more affordable than moderate-income rent, as
the federal income adjustment does not apply to rent calculations.

e Moderate-income rents can exceed market-rate rents in some cases.

Income Limits for a Family of Four m

s98.200

Very Low-Income 71% $69,350 $1,105 $1,228 Large rent
Low-Income 113% $110,950 $1,326 $1,473 e ey
Moderate-Income 120% $117,850 $2,431 $2,701 $14,736/year

difference
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Low-Income Affordability (cont)

e Most tools to facilitate affordable housing prioritize households at or
below very low-income, including:
o Subsidized 100% affordable housing;
o City and State Density Bonus incentives; and,
o Housing vouchers issued by the Housing Authority.

e Inclusionary Housing requirements present a unique opportunity to
facilitate housing production for low-income households and expand
the City’'s housing toolbox to serve a broader income range.
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Long Beach Opportunity Areas

- The State identifies Opportunity Areas e
based on characteristics associated with e
economic, educational and health
outcomes for low-income families.

 Historically, little to no affordable housing
has been built in higher-resource areas of
Long Beach.

« This has maintained historical racial and
economic segregation across Long Beach.

« Tying Inclusionary affordability levels to
Opportunity Areas can help address
segregation and increase equitable access to
opportunity. =~ - A
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Affordable Rental Properties

Completed Approved
# of Units # of Units
* 175 1-75
@ 75-150 75-150

@ o 150+




Refine Alternative Compliance to Further Fair Housing

« By state law, Inclusionary policies must allow developers alternative
means of complying with the Inclusionary requirements.

* In the current Policy, developers can propose an alternative compliance
method, if the method provides the same or greater public benefit.

 City staff propose adding language to clarify that City staff will
recommend approval/denial of a proposal based on findings regarding
whether the proposal better achieves the City’'s fair housing goals and
Regional Housing Needs Assessment.

o For example, including moderate-income affordable units in a project
located in a High Segregation/High Poverty Area could help avoid
overconcentrating lower-income units in these areas, in line with Housing
Element Policy 6.2.
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Proposed Inclusionary Requirement Phase-In Schedule for Rental Projects

» City staff propose a three-year phase-in schedule for Inclusionary
requirements for rental units.

* The phase-in would apply to projects in all areas of the city except
Downtown and Midtown, which are fully phased-in.

A phase-in period allows the housing market to adjust, as
developers plan projects and financing several years in advance.

A three-year period is shorter than the five-years recommended by
the City's consultant during the initial Policy development.
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Ownership Projects: Revised Recommendation

Phase-in affordability levels to facilitate more ownership housing
development

« Apply Inclusionary requirements citywide at 10% of total project units.

0 : Y
Milestone Threshold % of Median Income. Limit
Income for Family of 4

Two years or when 200 total ownership units (market-

0
rate and Inclusionary) are entitled, whichever is longer 200% SlIDantl
On.e year thgreafter or when .ZOO additional ownership 150% $147.300
units are entitled, whichever is longer
One year thereafter or when 200 additional ownership 135% $132.570

units are entitled, whichever is longer
Thereafter 120% $117,840
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2021 - 2024 Ownership Housing Development

« Only three ownership projects have been entitled since 2021:
o 712 Baker Street: 226 Units mix of townhomes, SFR and condos
o0 5801 Atlantic Avenue: 84 Townhomes
02200 7th Street: 23 Townhomes

* No ownership projects have been entitled in the current Inclusionary
Housing zones (Downtown and Midtown) or in high resource areas since
2021.

* In-lieu fees are allowed by-right for ownership developments.
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Proposed Policy Modifications - Revised

* Inclusionary unit calculation:

o Round up fractional units, rather than
allowing the option to pay an in-lieu
fee. Small rental projects (<21 units) v
and ownership projects can pay in-lieu
fee by right based on actual calculation,
not rounding.

o Fractional units at different income
levels will be added together and
applied to the lowest affordable level
(For example, 0.2 very low-income unit
and 0.4 low-income unit would be
delivered as 1 very low-income unit).
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Proposed Policy Modifications - Revised (cont)

Ownership units: Add requirement that
units must be sold to firsttime
homebuyers.

 Alternative compliance options:
Designate the approval body as the
Planning Commission, instead of the City
Council. Planning Commission decisions are
appealable to the City Council.

Land dedication option: Land must be
located within one mile of the housing
development, unless the land is in a High or
Highest Resource Area. Location will still be
appropriate and reviewed and approved by
staff/decision-making body.
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Proposed Policy Modifications (cont)

- Expand the Use of In-Lieu Fees:

o Allow City staff flexibility to use in-lieu
fees to provide a broader range of
affordable housing assistance, such as
homebuyer down payment and
Community Land Trust programs.

o Remove the very low-income limit to
serve a wider range of households.

- Exempt developments that exceed the
Inclusionary requirements: Exempt
projects that will restrict at least half of the
total units as affordable to very low- or low-
income households.
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Next Steps

November/December January/February Spring 2025
2024 2025 Updated Policy
Planning Commission City Council Takes Effect
Public Hearing Public Hearing
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Stephanie Harper

Development Project Manager
Community Development Department
Stephanie.Harper@longbeach.gov

Thank you
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