REPORT OF THE
CHIEF LEGISLATIVE ANALYST

DATE: March 3, 2022

TO: Honorable Members of the Homeless and Poverty Committee

FROM: Sharon M. Tso Council File No. 20-1552
Chief Legislative Analyst Assignment No. 21-03-0179

Purchasing Properties in the SR-710 Corridor for Affordable/Homeless Housing

SUMMARY

On March 3, 2021, Council adopted Motion (de Leon-Martinez, C.F. 20-1552) which directed
the Chief Legislative Analyst (CLA), Los Angeles Housing Department (LAHD), Housing
Authority of the City of Los Angeles (HACLA), and the Department of Recreation and Parks
(RAP) to develop a financing and acquisition plan to purchase property in the El Sereno
neighborhood from the California Department of Transportation (Caltrans) along the proposed
State Route 710 corridor extension. It is expected that Caltrans will sell approximately 261
occupied and vacant parcels. HACLA is planning to purchase approximately 40 of these parcels
(both occupied and vacant) for its own affordable housing program.

Our Office recommends that the City enter into an agreement with HACLA to allow HACLA to
purchase the balance of the vacant properties (approximately 77 parcels) on behalf of 1) LAHD,
who will develop mixed-use affordable housing; 2) RAP, who will expand/develop new park
space; and 3) affordable housing nonprofit providers, who will be selected to receive parcels
from a procurement process to be managed by HACLA.

While the Council has already set aside $2.5 million to fund the acquisition of these properties,
this amount may not be adequate to acquire and secure all of the properties and our Office
continues to search for additional funding. Our Office additionally recommends the allocation of
$360,000 from the Council District 14 General City Purposes account, as offered by the Council
District, to support a homeless housing initiative in several Caltrans homes currently leased by
HACLA. Should HACLA be able to purchase all of the homes in the 710 corridor,
approximately 169 units of affordable housing could be created.

RECOMMENDATIONS
That the City Council:
1. Authorize the Controller to transfer/appropriate $2,000,000 in the “Acquisition of 710

Surplus Properties” Line Item in the Unappropriated Balance Fund No. 100/58 to Fund
44G - Affordable Housing Trust Fund, Account 43VB87 - 710 Surplus Properties.



2. Authorize the Controller to transfer $360,000 from GCP Fund No. 100/56, Account
000987 to the Housing Authority of the City of Los Angeles (HACLA), for the
HACLA/PATH 710 homeless assistance program.

3. Authorize the Los Angeles Housing Department (LAHD) to negotiate and execute a
Professional Services and Asset Management Agreement between LAHD, the
Department of Recreation and Parks (RAP), and HACLA to facilitate HACLA’s purchase
of State Route 710 properties on behalf of the City, subject to City Attorney review and
approval as to form,

4. Direct LAHD, RAP, HACLA, the Planning Department, and all other involved
departments to use the 710 Corridor/El Sereno Neighborhood Vision Project as a guide
toward the acquisition and development of the 710 Corridor properties.

5. Authorize LAHD to release a procurement to select operators/development partners for
the 710 Corridor properties transferred to LAHD and return to Council with
recommended partners for approval.

6. Authorize the Chief Legislative Analyst to make any technical corrections or
clarifications to this report as necessary to implement the intent of the Council’s actions.

FISCAL IMPACT

There is no impact on the General Fund. The $2 million recommended to be appropriated from
the Unappropriated Balance has already been set aside for this purpose; the $360,000 in General
City Purposes is discretionary funding approved by the 14th Council District; finally, the
$500,000 in CDBG was already approved by the Council as part of the Consolidated Plan.

BACKGROUND

From the 1960s to the 1990s, Caltrans purchased several hundred single and multifamily
properties in El Sereno, South Pasadena, and Pasadena for their eventual demolition to make way
for the connection of the 710 Freeway (710) to the 210 Freeway. As the debate for extending the
710 expanded from a few years into decades, Caltrans became a de facto long-term landlord to
hundreds of tenants of these properties. Due to community opposition, the plan to extend the 710
was canceled in 2018 and Caltrans is now in the process of selling all of the properties it had
acquired. Today, the properties owned by Caltrans are a mix of tenant occupied dwellings, vacant
homes, and vacant land.

SB 51 (Durazo) was enacted into law in July 2021 and lays out the order by which properties
located 1n El Sereno will be sold. As shown below, the legislation favors current occupants that
meet affordability requirements:



SB 51 Order of Sale

1. Single Family Occupant of 2+ years up to 120% of Area Median Income (Affordable
Price)

2. Single Family Occupant of 5+ years up to 150% of Area Median Income (Affordable
Price)

3. Present Tenant in Good Standing of 5+ Years (Fair Market Value)
4. Historic Home -- City of Los Angeles or Nonprofit (Reasonable Price)

5. Public or Private Housing Related Entity (City of Los Angeles competes with others)
(Original Acquisition Price)

6. Present Tenant in Good Standing (no required occupancy term) (Fair Market Value)
7. Former Tenant in Good Standing (Fair Market Value)
8. Auction (Fair Market Value)

Caltrans will sell the properties at various prices depending on the buyer. The City would have
the opportunity to purchase a property under category #4 if the home is listed on the California
Register of Historical Resources or National Register of Historic Places. SB 51 restricts
properties purchased under this category for public and community access, therefore purchasing
under this category is not advisable as housing is not an approved use. The City would next be
able to purchase properties under category #5, as the City is defined as a public “Housing
Related Entity.” Under this category, the City would be permitted to purchase properties at their
original acquisition price.

As Caltrans purchased properties from the 1960s to 1990s, many of the properties were acquired
for less than $50,000. Note that both public and private Housing Related Entities may purchase
under category #5 and the City does not have priority in this category. As a result, the City may
be competing against a variety of organizations for these properties. Properties sold to Housing
Related Entities will have a 55-year guarantee that the homes will remain as affordable rentals or
a 45-year guarantee the homes will be resold as owner-occupied affordable housing.

NEIGHBORHOOD VISION STUDY

Between February and April 2021, a project team comprised of Gruen Associates, Los Angeles
Neighborhood Initiative (LANI), and David Roberts & Associates engaged the El Sereno
community in an effort to develop a community consensus that would guide the disposition of
these properties. A Project Steering Committee of local community stakeholders advised the
project team to ensure a local voice throughout the process. The project team used numerous
outreach strategies, including an online community survey that was promoted with both digital
and physical mailers; four meetings with the Steering Committee; and two open community



meetings. The result of this effort was the 710 Corridor/El Sereno Neighborhood Vision Project
report (Viston Study). The complete study is attached to this report as Attachment A.

Out of 261 parcels in the study area, 184 parcels are occupied and are not recommended for
purchase so as not to compete with current tenants who may wish to purchase their homes. The
remaining 77 parcels include 76 parcels with no current long-term tenants and one vacant parcel
currently leased for parking. '

Character of the Study Area

Caltrans-owned parcels in El Sereno are generally smaller in size, distributed throughout the 710
corridor, and not concentrated in a manner that would permit larger developments. The
neighborhood comprises primarily one-story, single-family residences. Several multi-family
properties exist, consisting of duplexes and triplexes. The lots have generally consistent setbacks
from the street, parkways and continuous sidewalks, and mature trees present in both front and
rear yards. The homes are of a variety of architectural styles, with narrow driveways. Most
parking is done on the driveways or on the street. While the study did not include detailed
property inspections to assess the condition of the homes, the project team reports that most of
the structures could be rehabilitated to permit occupancy with a limited need for demolition of
existing residences.

The entire corridor has a current zoning of Public Facility (PF). As the PF zone does not allow
for Accessory Dwelling Units (ADUs), a zoning change to an appropriate residential zoning
must take place to reflect the intended long-term use of the parcels. Once the zoning is changed,
State law allows the addition of an ADU to any residential parcel “by right” without the
requirement for any approvals other than building permits. Smaller Junior ADUs can also be
added, however, they must be physically attached to the primary residence. The study reports
that most of the parcels are not large enough for both the ADU and the Junior ADU to be added
but in certain parcels both appear to be viable.

Studyv Findings

The study makes several recommendations regarding housing, open space, and streetscape
improvements:

e Housing
o Single Family - creates approximately 48 affordable units.
m Increase the amount of affordable housing while preserving the character
of the neighborhood.
m Retain the existing single-family dwellings and rehabilitate them as
needed.
=  Add ADUs and Junior ADUs where possible.
m  Certain parcels which do not appear to be conducive to adding ADUs or
Junior ADUs are proposed to be set aside for further sale to first time
home owners.
o Multifamily - creates approximately 121 affordable units.



m Parcels that front the larger thoroughfares of Valley Boulevard and
Huntington Drive are candidates for larger mixed-use housing
developments.

e Open Space/Parks

o The neighborhood does not have adequate open space and parks to support the
residents.

o Identifying a few parcels that can be developed into new pocket parks distributed
throughout the corridor will benefit the neighborhood.

o There are parcels adjacent to and across from the existing El Sereno Community
Playground which could allow for a sizable expansion of the park and the addition
of other community amenities such as a community center, cafe, and other
amenities.

m Note: open space parcels would need to be acquired at fair market value.

o Streetscape
o Improvements can tie together the neighborhood and make for a more pleasant
and safe pedestrian experience, and can be implemented independently from any
Caltrans property acquisitions:
m Street trees
Sidewalk repairs
New ADA standard curb ramps
Enhanced crosswalks
Planted islands at select intersections to slow down traffic
Pedestrian scale street lighting

HACLA EFFORTS

In March 2020, thirteen households (calling themselves “Reclaimers™) occupied vacant single
family homes owned by Caltrans in the El Sereno area. In June 2020, HACLA and Caltrans
entered into a Master Lease Agreement to improve operations for a small portfolio of 26
properties in El Sereno that included these units. A small pilot program was then designed to
provide safe and secure transitional housing that would assist families impacted by COVID-19 to
safely transition from homeless to housed, making a final transition into permanent housing
within two years. HACLA partnered with People Assisting the Homeless (PATH) to provide
supportive services to the participants in this small scale housing program.

PATH provides program participants with individual case management and housing navigation
services. Seventeen families entered into Participant Temporary User Agreements designed to
assist families in obtaining comprehensive social service programs, including substance abuse
counseling, self-improvement education, employment and training assistance services,
independent skills development, and housing navigation that ultimately secures permanent
housing. Each family is assessed by PATH for the types of services needed, and PATH develops a
unique plan to address each participant’s needs.



From August 2020 to December 2021, the program has cost approximately $184,000. HACLA
estimates that costs from January 2022 through July 2023 will be approximately $176,000, for a
total of approximately $360,000. As HACLA has not identifiéd a source of funding, CD 14 has
asked our Office to include a recommendation to use its 2021-22 General City Purposes
Neighborhood Service Enhancements account to fund this program.

ACQUISITION PROCESS

Caltrans plans first to offer unoccupied properties for sale. Occupied properties will be offered at
a later date. The sales process officially begins with the release of a Notice of Solicitation. A
sales transaction may take up to a year or longer to close escrow, which includes time for
Caltrans to seek the required approval of the sale from the California Transportation
Commission. The City, including LAHD and RAP, will partner with HACLA to attempt to
purchase as many properties located in the City as possible, and to include properties at fair
market value for open space use. Caltrans will allow HACLA to purchase multiple properties
under one Purchase and Sale Agreement. The framework below describes how the City and
HACLA will work together to execute this acquisition plan. HACLA is planning to purchase
approximately 40 vacant and occupied single family homes with their own funding and will own
and operate them for the purpose of providing affordable housing. HACLA will also purchase
the balance of the 77 vacant properties and transfer title to the following entities:

1. LAHD, who will develop mixed-use affordable housing on two large parcels on Valley
Boulevard and Huntington Drive;

2. RAP, who will expand/develop new park space;

3. Affordable housing nonprofit providers, who will be selected to receive parcels for
affordable/homeless housing from a procurement process to be managed by HACLA.

The City will provide all necessary funding for HACLA to acquire properties on behalf of the
City and manage the procurement process to select nonprofit partner(s). The partner(s) would
conduct the necessary rehabilitation/construction of ADUs, with an option for the City to provide
funding to assist this effort. Ultimately, the homes would be available for both the formerly
homeless and low/very low/moderate-income tenants, including several homes sold at an
affordable price to first time home buyers. For the larger land parcels, LAHD would select an
affordable housing developer to long-term ground lease the property and construct affordable
housing.

The estimated cost to purchase all of the parcels at their original purchase price is approximately
$2 million. This cost estimate does not include third party due diligence costs associated with the
purchase. Council has already set-aside $2 million in the Unappropriated Balance (UB) and
approved $500,000 in Community Development Block Grant (CDBG) funding for a total of $2.5
million for acquisition of the 710 surplus properties. Our office recommends appropriating the $2
million from the UB so these funds will be available to fund the purchase. The CDBG funding
was already approved by Council and no further action is required.

The Vision Study proposes converting two purchased parcels into pocket parks and the
expansion of the existing El Sereno Arroyo Playground. As described above, park parcels must



be purchased at fair market value. Our Office is working with RAP to identify funding for the
acquisition and construction of these new park facilities. Such funding options include Measure
A, Proposition K, and Quimby fees.

Framework

The following framework will govern HACLA’s purchase of the 710 properties on behalf of the
City': .

e The City will provide HACLA with all necessary funding to purchase the properties and
hold and secure them until title is transferred to the City or a nonprofit to be selected by
HACLA at the City’s expense. These include vacant single family homes and vacant
land.

e For properties used as housing, the City will record a 55- or 45-year covenant on the
property depending on the ultimate use (rental vs. purchase).

e The City will cover all costs associated with the escrow process.

Responsibilities

HACLA: Prepare application to the State on behalf of itself and the City, negotiate the
purchase agreement with the State and any unique terms, use third party
consultants to conduct any and all due diligence requested or required, review title
reports and complete ALTA surveys as necessary, lead CEQA and work with
LAHD on any NEPA requirements (depends on source of funds used by the City
for any part of this process), purchase property, temporarily hold and secure
property, and transfer property to LAHD, RAP, and nonprofit partners.

LAHD: Procure development partners, record a 55- or 45-year covenant on
the properties, depending on the ultimate use.

RAP: Develop/maintain new/existing park land.

{.j{ aLf }” ¢ (an
Clay MéCarter é:\/ el

Analyst

Attachment: A, 710 Corridor/El Sereno Neighborhood Vision Project.

' Does not include the approximately 40 homes HACLA will purchase for its own use.
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