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About This Draft Report

This report examines the effects of the Measure ULA (United to House Los Angeles) real
estate transfer tax on economic development and municipal finances in the City of Los Angeles,
CA. Measure ULA has raised over $1.18 billion for the affordable housing production and tenant
rental assistance, education, and eviction defense. But the tax has also depressed high value real
estate transactions and dampened commercial development including market rate housing
production, which has lowered municipal revenues. We provide updated estimates of these
effects, as well as the costs to city revenue. We also simulate the likely effects of a hypothetical
targeted reform over the near- and medium-term. Finally, we highlight challenges to affordable
housing production using ULA funds due to restrictive ULA funding rules and the associated
fiscal risks these rules may represent to the Los Angeles Housing Department, which administers
ULA revenue. This report is intended for city policymakers, stakeholders focused on the future
of housing affordability and economic development in Los Angeles, and interested members of
the public.
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Summary

Issue

This report is focused on the effects of the Measure ULA real estate transfer tax on economic
development and municipal finances in the City of Los Angeles, CA. Measure ULA (“United to
house Los Angeles”) is a ballot initiative that was approved by 58 percent of voters in the
November 2022 election. Though widely referred to as a “mansion tax,” the ULA tax applies to
all real estate transactions above $5 million dollars, with a 4 percent rate on the total sale price
for sales from $5,000,001 to less than $10 million, and a 5.5 percent rate for sales $10 million
and above (these thresholds have adjusted annually with inflation since 2023). Since it took
effect, Measure ULA has raised $1.185 billion that is earmarked for a set of uses including the
development of new, publicly subsidized affordable housing production, the acquisition and
rehabilitation of affordable housing, and tenant rental assistance, education, and eviction defense.
However, we find that the tax has also depressed high value real estate transactions, reducing
property tax revenue for the city and local schools. As a result, the tax has taken in considerably
less than proponents of the initiative originally projected. The tax has also dampened commercial
development including market rate housing production, which provides hundreds of millions of
dollars a year in fees to fund city services and local schools.

These effects are important in a setting where the region is facing a trend of declining
population (Jarvie, 2026), the Los Angeles Unified School District is projecting a $1.6 billion
deficit by the 2027-2028 school year amid ongoing enrollment declines (Aldeman, 2025), and
the City of Los Angeles is facing persistent fiscal pressures from increasing compensation to city
workers, substantial liability payments, and growing insurance premiums (Stoltze, 2026), The
city has also drawn from its reserve fund, which has declined by around 38 percent over the last
two years (Stoltze, 2026), leading major bond rating agencies to give the city’s finances a
“negative” outlook (Stoltze, 2026).

Efforts at both the state and local level in late 2025 and early 2026 to reform the tax to reduce
its unintended impacts on city finances and commercial development, and to address the
challenges in using the funds for housing production, have not advanced beyond the proposal
stage. However, a proposed new ballot initiative that will likely appear on the November 2026
California ballot that would sunset ULA and other taxes like it across the state has led to
renewed interest in reform. One indication of this shift is the formation of a special Los Angeles
City Council committee to consider placing a local reform initiative on the November 2026
ballot.



Approach

This study uses a wide array of data on real estate sales transactions, parcel characteristics,

entitlements, building permits, certificates of occupancy, rents, and manual data collection from

media accounts and websites to conduct an array of quantitative analyses that generate both

descriptive estimates of characteristics and patterns of economic development and municipal

finances for Los Angeles from 2020 through Q1 of 2026 and, importantly, causal estimates of

ULA’s effects on key economic outcomes in the city relative to an expansive comparison group.

We also estimate counterfactual revenue estimates for city finances and ULA as part of

considering ULA’s effects to date, projected effects in future years, and the potential effects of

targeted reforms to the tax.

Key Findings

The Measure ULA tax has reduced high value real estate transactions by 31 percent
across the board in the three years since it took effect.

We conservatively estimate that production of large apartment buildings has declined by
an average of 30 percent; without the city’s Executive Directive 1 (ED1) program the
decline would have been larger.

Apartment buildings that sold and paid the ULA tax have slightly higher rent growth after
a sale than similar buildings that sold without paying the tax; this is consistent with past
research finding “pass-through” of transfer taxes to buyers in tight housing markets.

We estimate the ULA tax has led to $452 million in forgone revenue to local, county, and
state agencies between 2023-2026—including $80 million earmarked for the Los Angeles
Unified School District (LAUSD).

We estimate that lost housing production due to the ULA tax has cost 16,650 full-time
equivalent construction jobs between 2023-2026.

We simulate the effects of a targeted ULA reform that would exempt newer commercial
properties and apartments from the tax and would tax older projects of these types at a
lower rate. Over 10 years (in net present value terms) this reform would increase
municipal revenue by $823 million, including $198 million for LAUSD, while preserving
72 percent of current ULA revenue levels. It would also produce nearly 19,000 new
housing units including around 2,000 income restricted affordable units, and would
generate more than 33,000 new, full-time equivalent construction jobs.

Recommendations

The Los Angeles City Council should consider:

Reforming the tax structure of ULA in a way that removes barriers to investment in
housing production and other pro-growth commercial investments in the city.

Amending the funding rules of ULA to increase flexibility to deploy these funds in a way
that will produce sustainable, lower-risk investments in supporting housing affordability,
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including shifting more funding toward investment in fiscally sustainable mixed-income
projects and flexible tenant subsidies.
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Chapter 1. Introduction

This report presents comprehensive evidence on the effects of the Measure ULA real estate
transfer tax on economic development and municipal finances in the City of Los Angeles. Our
estimates indicate that, through the first quarter of 2026, the ULA transfer tax, which has raised
$1.185 billion for affordable housing production and tenant assistance, has cost the City of Los
Angeles and associated agencies $452 million including $80 million earmarked for Los Angeles
public schools. The tax’s effect on the financial viability of large multifamily apartment
development has reduced housing production in the city by over 9,100 units, including roughly
1,000 privately produced affordable units, and has cost more than 16,000 full time equivalent
construction jobs.

We calculate the effects of a targeted reform of ULA that would exempt newer multifamily
and commercial buildings from the tax for a period of 15 years and that would tax older
multifamily and commercial transactions at a lower rate, while preserving the tax on single-
family residential transactions. Our main estimate indicates that such a reform would recover
$823 million (in net present value terms) over 10 years—including $198 million in revenue
earmarked for LAUSD—while leading to the creation of approximately 19,000 new units of
housing, including approximately 2,000 privately produced affordable housing units, and would
create more than 33,000 annual full time equivalent construction jobs.

Background on Measure ULA

The Measure ULA (“United to house Los Angeles”) ballot initiative was approved by 58
percent of voters in the November 2022 election (“Los Angeles, California, Proposition ULA,
Tax on $5 Million House Sales Initiative (November 2022),” undated). Though it was widely
referred to as a “mansion tax,” the ULA tax applies to the full price of all real estate transactions
above $5 million dollars, with a 4 percent rate on the total sale price for sales from $5,000,001 to
less than $10 million, and a 5.5 percent rate for sales $10 million and above.!

Measure ULA funds are earmarked for specific purposes including the production of new
affordable housing, affordable housing acquisition and rehabilitation, and multiple efforts to
assist low-income tenants including rental assistance, education, and eviction defense. Though
ULA has raised a substantial sum for these activities, it is far short of revenue projections used
by proponents of the initiative during the campaign for it. According to those original

"'ULA is indexed to inflation but, for simplicity, we reference its original threshold values. Throughout the report,
we adjust for the threshold changes that have occurred since the law took effect.



projections, the tax would have raised around $2.7 billion dollars by early 2026 (Ling et al.,
2022).

The extent to which a tax raises revenue or changes behavior is influenced by its design. The
motivation of ULA was of course to raise revenue, but three of its features make it appear to be a
tax designed to change behavior:

1. ULA’s high rates (approximately 10 times the magnitude of the county’s existing
Documentary Transfer tax of 0.56 percent);

2. its “cliff’-type design (for example, ULA tax goes from $0 to $200,000 when a
transaction price goes from $5,000,000 to $5,000,001 unlike more common marginal
taxes that only apply to the portion of a transaction’s price above the threshold);

3. the narrow class of high value transactions to which it applies.

Media reports (Flemming, 2023; Wagner, 2024; Flemming, 2024) and multiple pieces of
independent research (Baum and Maury-Holmes, 2024; Phillips and Ward, 2025; Manville and
Smith, 2025; Green et al., 2025) have all provided evidence that ULA has had important
unintended consequences. Recent past research on ULA’s effects include evidence that it has
driven down the volume of high value transactions (Manville and Smith, 2025), that this decline
has had negative effects on multifamily housing development (Phillips and Ward, 2025) and that
permitting of new unit in the City declined notably over the first two years of ULA (Baum and
Maury-Holmes, 2024). Green et al. (2025) estimate that for every dollar of revenue raised by
ULA, 63 cents is lost through the negative effects of depressed transaction volume and frequency
on the growth of the property tax base.? Some of this research has been subject to critiques from
a group of academics and ULA advocates who have challenged aspects of this research including
the appropriateness of comparison areas, the chosen control variables used, and the period of
time that has elapsed since the tax took effect (Bonett et al., 2025). Evidence that ULA has not
negatively affected transactions and housing production has, to our knowledge, comprised basic
descriptive data in press releases from the United to House LA organization (“NEWSLETTER:
ULA is working. Does City Hall know?,” 2026). These materials have been critiqued as well
(Wagner, 2025; Manville, Smith, and Phillips, 2025).

Any negative effects from the ULA transfer tax on real estate transactions or housing
production are a cause for concern in terms of both general economic growth and the city’s
ability to meet critical state-mandated housing goals to support broad-based housing
affordability. Such effects would also have direct financial consequences for government, as
property tax revenue, revenue from the existing documentary transfer tax, impact and
development fees, and other revenue from new housing and commercial development provide
substantial funding for the city, county, and state, as well as local agencies including the Los
Angeles Unified School District (LAUSD).

2 Under a variety of reasonable assumptions, their estimates of the ratio of lost property tax revenue to ULA revenue
range from 22.4 percent to 137.5 percent (meaning that for every dollar of ULA revenue raised, $1.37 in long-term
property tax revenue is forgone.



Another set of unintended consequences have come into focus as the ULA revenue
earmarked for housing production has begun to be deployed. Measure ULA includes a number of
unusually restrictive rules concerning the use of ULA funds to develop affordable housing
projects that create challenges for developers and capital partners seeking to combine them with
other common sources of public and private financing. This is problematic since combining as
many as 5 or more funding sources into a complex, multisource “capital stack™ is the norm for
funding subsidized affordable housing projects, particularly as production costs have spiraled
upward in recent years (Dillon and Poston, 2022). These challenges translate to potential risk for
the Los Angeles Housing Department, the agency that administers ULA funds and, ultimately,
the city itself.

Concerns over these effects led to the state legislature introducing a proposal in September of
2025 to reform Measure ULA and similar transfer taxes by providing a partial exemption for
new commercial and multifamily development. However, this proposal was rescinded due to
criticism from a number of groups both supporting and opposing ULA (Zahniser and Khouri,
2025). More recently, in January of 2026, Los Angeles City Councilmember Nithya Raman
introduced a motion to place a similar reform measure before local voters to consider similar
reforms, but this motion was sent to committee for further study (District 4, 2026).

Most recently, in March of 2026 the Los Angeles city council formed a committee to study
the need for reform of Measure ULA (Current Staff, 2026). One important factor motivating
much of this activity is a proposed statewide ballot initiative that appears to have qualified for
the November 2026 election that would raise the bar for ballot initiatives proposing new real
estate transfer taxes from a simple majority to two thirds of the vote (mirroring the longstanding
threshold for the state legislature passing property tax increases that was put in place by 1978’s
Proposition 13 ballot initiative).

This new measure, if passed, would also sunset any transfer taxes passed by a simple
majority, including Measure ULA. Advocates for ULA reform have suggested that there may be
potential pathways to keep this new measure off of the ballot if ULA is reformed to address
some of the factors addressed above (Wagner, 2026a; Christopher, 2026a).

We developed this report to provide a comprehensive review of the evidence on Measure
ULA including:

e How ULA has affected high value real estate transactions and any related effects on
property tax and documentary transfer tax revenue

e How ULA has affected commercial development and, by extension, impact and
development fees and other revenues related to commercial development

e How ULA has affected rents on large, multifamily properties in Los Angeles

e How targeted reforms to ULA would likely affect ULA revenue and revenue accruing to
the city’s general fund, the county and state, and local entities such as LAUSD

In addition to the main report, we include an accompanying technical appendix with substantial
additional details on data used, methods, and additional empirical results.



Chapter 2. Our Approach to Estimating the Effects of ULA

Our approach to assessing ULA’s effects on high value real estate transactions and new
construction activity uses comparisons of key outcomes between the City of Los Angeles, which
has been subject to the Measure ULA transfer tax, and the rest of Los Angeles County.? The
validity of this approach relies critically on the fact that the City of Los Angeles is tightly
economically integrated with Los Angeles County. Additionally, all local jurisdictions are under
a common and relatively powerful county government structure. Geographically, much of the
county comprises contiguous urban areas where adjacent cities are literally across the street from
the City of Los Angeles; some cities, such as West Hollywood and Beverly Hills are entirely
within the city boundary.

This geographic and economic integration creates ideal conditions for studying ULA’s
effects. Throughout this report we use the trajectory of outcomes in the rest of Los Angeles
County as a counterfactual for the City of Los Angeles. In our key analyses, we use a “difference
in differences” (henceforth, “DiD”) research design as our primary approach to identify causal
effects (Roth et al., 2023). DiD compares how outcomes evolved in a “treated” unit compared to
the same trend in outcomes for a “control” (untreated) unit and takes the difference in these two
outcomes as the causal effect of the treatment of interest. At its core, this approach is estimating
the following basic relationship:

ULA effeCt = (LApost—ULA - LApre—ULA) - (LACpost—ULA - LACpre—ULA)~

Here the average effect of the treatment, ULA, on an outcome such as high value real estate sales
is measured as the difference that occurred across the implementation of ULA in the City of Los
Angeles minus the difference that occurred across implementation in the rest of Los Angeles
County, which was not subject to ULA (denoted as “LAC"). Under the assumption that the City
of Los Angeles and the rest of Los Angeles County were on similar ¢rends in the absence of
ULA (whether or not the level of outcomes was the same), this approach recovers the causal
effect of ULA.* We estimate both basic “before and after” DiD models as well as “event study”

3 Our comparison-based approach excludes two jurisdictions that have existing transfer taxes: Santa Monica, which
has a transfer tax broadly similar to ULA, and Culver City, which has a graduated transfer tax.

4 This is the “parallel trends assumption.” There are two other key assumptions that support the validity of the DiD
research design including the “Stable Unit Treatment Value Assumption” (SUTVA), which essentially means that
there are not spillovers, and “no anticipation” meaning that the treatment of interest does not lead to anticipatory
behaviors. This latter assumption is violated in the month prior to ULA’s implementation as we will show, but we
take credible, established steps to address this behavior (using an earlier reference period that accounts for such
behaviors and estimating “contaminated” time periods separately to get a clean average treatment effect).



versions of these models that generate a specific causal estimate for each time period in the
sample relative to a base year shortly before the event of interest. This allows, first, for
examination of whether the trends prior to the event were similar and, second, whether any effect
of the event after it occurs is static or dynamic in nature.

The DiD approach is flexible enough to accommodate many factors that might otherwise
complicate the analysis—including differences in highly localized economic conditions, land use
types, and so on, and macroeconomic factors like interest rates or regional access to capital.

To address the former types of concerns, we use a set of flexible controls for local
jurisdictions (we divide up Los Angeles into its 34 Community Plan Areas (CPAs) (“City of Los
Angeles Geohub,” undated) and we divide up the rest of Los Angeles County into incorporated
jurisdictions and unincorporated LA County.> We then estimate models that only compare
changes in these small areas over time before averaging them together. This approach uses only
“within variation,” meaning post-treatment changes in an outcome in a given geographic subarea
are only compared to the pre-treatment outcome level in that specific area.

For the latter issue—common factors affecting the region differentially over time—we use
time fixed effects, an approach that controls in a flexible way for any common differences in a
given time period across affected and unaffected geographies from factors like regionwide
employment shocks, interest rate changes, or availability of investment capital as well as
seasonality in activities like real estate sales.

In each chapter below, we present results from these estimates at a high level and present
details of each modeling exercise in a related appendix chapter that has information on modeling
decisions, sensitivity testing, and so forth.

3 In our analysis of new, large multifamily permitting, since this is a much less common activity than real estate
transactions, we divide up the balance of Los Angeles County outside of the City of LA into 15 larger LA County
cities and the remainder of the county is grouped into 8 Service Planning Areas (SPAs), which are higher level
geographical aggregations used for a various county service and resource allocations “Service Planning Areas
(2022),” webpage, 2015.



Chapter 3. ULA’s Effects on High-Value Real Estate Transactions

The potential effects of ULA began to manifest before the new tax took effect. In the spring
of 2023, Los Angeles reporters documented a race to close high-value luxury home deals
sweetened by price cuts and other strong incentives (Kamin, 2023; McDade, 2023). This rush of
activity culminated in a major spike in real estate transactions above $5 million dollars in March
of 2023, the last month before new the new tax went into effect (in our estimates, sales in this
month were more than double the expected level). This was followed by a roughly 60 percent
decline in April, the first month of the new tax.

The main focus of this research, however, is to understand what happened to the volume of
these transactions beyond the chaotic months around ULA’s implementation. To do this, we
begin by considering a simple, unconditional comparison of trends in high-value real estate sales
in the City of Los Angeles and the rest of Los Angeles County to provide valuable intuition
about the credibility of the DiD approach. Figure 3.1 has two figures illustrating the substantial
average change in transactions above $5 million dollars that took place in the city when ULA
went into effect and the same approach applied to transactions well below the tax’s minimum
threshold. Each figure shows dots representing monthly totals of transactions for the city and the
rest of the county, and a pair of four trend lines—one each for the city before and after ULA and
another pre-ULA and post-ULA pair for the rest of the county. We note that in these figures, we
leave out the two months mentioned above for the purpose of a clearer comparison of the long-
term change.b

The change around ULA’s adoption is especially clear in panel A. In the roughly three years
before ULA took effect the City of Los Angeles and the rest of the county had not only very
similar trends in high value sales, but nearly identical levels of transactions. In the three years
after ULA was implemented, the average level of high value transactions in the City of Los
Angeles declines by around 70 percent. By contrast, in the rest of the county this decline is
around 35 percent. Post-ULA trends in both areas remain quite similar over the following three
years.

In panel B we use the same approach but compare the volume of sales below $3 million, a
price range that should not be meaningfully affected by Measure ULA. Here we see highly
parallel trends with a notably higher level of transactions among the much larger population in
the rest of Los Angeles County than in the city, and no meaningful trend line changes around
ULA’s adoption (both areas experience a roughly 20 percent average decline).

® In appendix A, we include a version of this figure with both months included.



Figure 3.1. Parcel Sales in the City of Los Angeles and the Rest of Los Angeles County

Panel A. Sales Over $5 Million

Panel B. Sales Under $3 Million

SOURCE: Author calculations from Commonwealth Title Company data.

NOTE: These figures show monthly counts of all transactions with one exception: we drop March and April 2023
because of large behavioral responses across two months around ULA’s implementation to allow for a clearer
average pattern of sales trends. In March 2023, sales above $5 million spiked to roughly triple the pre-ULA monthly
average for the city as sellers and buyers rushed to complete deals before the tax took effect. In April there was a
related major decline of roughly 80%. Appendix A presents a figure with these months included.



Causal Estimates of ULA's Effects on High-Value Transactions

We model the effect of the ULA tax on high-value transactions using two distinct DiD
models described in detail in Appendix A. The resulting estimates of the causal effect of the
ULA tax on high value transactions are given in Table 3.1. In models without controls for
potentially important characteristics of parcels, these effects range in size from a 37.5 percent
decline to a 45.9 percent decline. When we add land controls, the size of the estimated decline is
reduced moderately to a range of 31.1 percent to 38.8 percent.

Table 3.1. DiD Estimates of Decline in High-Value Transactions from ULA

Percentage

Model Additional Controls change N
Main (Poisson DiD) No -37.5% 6,975
Main (Poisson DiD) Yes -31.1% 6,703
Alternative (LPM DiD) No -45.9% 358,933
Alternative (LPM DiD) Yes -38.8% 346,843

NOTE: See appendix A for technical details on these models. All model results shown are statistically significant at
the 99% confidence level.

We next provide visual results from an “event study” (ES) model (Figure 3.2) that uses the
same modeling approach and controls but estimates quarterly differences in sales transaction
levels between the City of Los Angeles and the rest of Los Angeles County to the difference
between these groups in a chosen “reference” time period. We use the quarter of the November
2022 election, a period where it is exceedingly unlikely that the notion of the future ULA tax was
already affecting decisions around high value real estate sales meaningfully.’

The estimates for the 2.5 years before the election are highly consistent with a valid DiD
design. None of the 10 quarters are statistically significantly different from zero at the commonly
used 95 percent confidence level and there is no visual evidence of a systematic trend as there
would be if, say, the City of Los Angeles were already on a downward sales trajectory relative to
the rest of the county.

In the first quarter of 2023, which includes March, the last month before ULA took effect,
the figure shows a roughly 100 percent jump in sales, reflecting the previously discussed rush to
sell. After ULA was implemented, transactions dropped immediately by an average of around 40
percent, a level sustained through the first quarter of 2026.

7 We present results in the main report from a linear probability event study model because confidence intervals are
symmetrical around each estimate, making for an easy visual presentation using a conversion of the main coefficient
into a percent-change-relative-to-baseline scale. In Appendix A, we present additional ES figures and details on our
methodology including a note about the choice of reference period.



Figure 3.2. Sales Transactions Event Study Results - All Parcels
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SOURCE: Author calculations from Commonwealth Title Company and Los Angeles County Assessor data.
NOTE: Details on this linear probability model on all transactions >$5M provided in Appendix A including
methodological notes and a note on the choice of reference period.

Finally, we present distinct DiD estimates for subgroups of real estate transactions to provide
evidence on how different segments of the broader real estate market may be reacting differently
to ULA. These estimates are consistent with an important concept discussed in the introduction
to this report: how taxes balance changing behavior with raising revenue.

The subgroup estimates in Table 3.2 provide useful evidence on how the same tax rate can
affect transactions in a meaningfully different way. Specifically, the average effect on
transactions for single family homes and other non-commercial small residential properties is -
27.9%, modestly lower than the overall average estimate of -31.1%. On the other hand,
transactions for high-density multifamily-zoned parcels have an effect that is more than 50
percent larger than the main effect, at -46.3 percent. This is consistent with transactions for
commercial, multifamily real estate being highly sensitive to taxes. Other commercial and
manufacturing parcels are in between these extremes, with an estimated ULA effect of -37.2
percent.

Table 3.2. DiD Estimates of Decline in High-Value Transactions for Real Estate Type Subgroups

Zoned-Use Subgroups Percentage change p value N
Single-Fgmin & Low-Density -27.9% 0.019 6.201
Residential

High Density Multifamily o

Residential & Commercial -46.3% <0.001 4,956
Other Commercial & -37.2% <0.001 5,001

Manufacturing
NOTE: These results are from the main Poisson DiD estimate with controls with the sample limited to each of the
zoned-use subgroups shown. For more details on modeling approach, see Appendix A.




Evidence of Tax Avoidance Through Bunching Below the ULA Threshold

Our main DiD model estimates ULA's effect on the count of transactions exceeding $5M.
Existing research on a variety of tax policies has documented a persistent phenomenon of
‘bunching’ or an excess number of transactions occurring just below a tax threshold to avoid
paying it (Hilber and Lyytikdinen, 2017; le Maire and Schjerning, 2013; Kopczuk and Munroe,
2015). We observe meaningful evidence of bunching below the ULA threshold.

We provide visual evidence of this bunching by comparing the incidence of this behavior
before and after ULA took effect. Figure 3.3 shows that there was no meaningful difference in
the volume of transactions across the $5 million threshold before ULA, but that after it went into
effect there has been a substantial, persistent increase in transactions just below $5 million. A
separate DiD model estimating the change in transactions volume in this narrow band yields an
estimated increase of 118 percent.

Figure 3.3. Evidence of Transactions Bunching Below the ULA Threshold
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SOURCE: Author calculations.
NOTES: See Appendix A for additional details on model.

We estimate that this behavior is associated with a loss of ULA revenue equal to roughly $17
million per year relative to a counterfactual world where these transactions would have occurred
at their pre-ULA price. These transactions do generate nearly equal amounts of property tax and
documentary transfer tax revenue since they occur and the price shift is small. Nearly 75 percent
of these bunched transactions are for single family residences or other small, non-commercial
residential properties. We return to this topic briefly in Chapter 6 in discussing the implications
of this bunching on our calculations of forgone revenue.
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Chapter 4. ULA’s Effects on Multifamily Housing Production

To estimate the effects of ULA on multifamily housing production, we use building permits
as a proxy for development. While not all building permits proceed to development, permits are
a very strong predictor of building activity relative to other, more speculative measures of
development like entitlements, many of which expire and never proceed to permitting. And, very
importantly for the purposes of this study, the permitting stage is when substantial payments for
impact and development fees are due.

We estimate that the ULA tax has resulted in a more than 30 percent decline in permitting of
new housing units in large multifamily developments in the three years since it took effect. As
we discuss, this estimate is likely highly conservative, meaning the true effect on production may
be significantly larger.

The Challenge of Estimating ULA’s Production Effects Under ED1

A conceptual challenge for estimating ULA’s effect on large multifamily production is the
fact that in December of 2022 (one month after the November 2022 election when ULA was
passed), Los Angeles Mayor Karen Bass introduced Executive Directive 1 (ED1), an impactful
pro-housing production streamlining policy that aims to substantially reduce the time from
project application to permitting for projects that are 100 percent income-restricted affordable
units. (Office of Los Angeles Mayor Karen Bass, 2022). The time savings from ED1
conceptually represents a substantial cost saving for projects.

To demonstrate how consequential ED 1 has been, over the first 15 months after ED1 was
introduced, the number of proposed affordable units nearly equaled the total number of
affordable units proposed in the prior three years (Christopher, 2024). Remarkably, ED 1 has led
to a major influx of private market developers proposing to build income restricted units with no
public subsidies. While many entitled ED 1 projects have not proceeded to permitting
(Carpenter, 2026), an increasing number have done so over time. The fact that ED1 took effect
almost exactly coincident the implementation of Measure ULA means that estimates of new
housing production effects of ULA that do not account for ED 1, will be biased downward in
magnitude (toward finding no effect of the ULA tax on housing production).

There are also important empirical challenges to generating causal estimates of ULA’s
effects on the permitting of new units. The substantial level of variation over time in this
outcome, and the relative sparsity of new large multifamily development permits overall create
immediate challenges for precision in these estimates, which are critical to both calculating
ULA’s effects on municipal revenue and the potential effects of reform, as well as to
policymaking on this subject per se. In general, our estimates of the negative effect of ULA on
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production are large in magnitude from a policy perspective but the conservative estimates we
adopt as our main result are largely imprecise under the standard approach to determining
statistical significance, the use of a two-tailed t-test at the 95 percent confidence level.®

Because of these challenges, we take multiple steps to ensure that the estimates we generate
are capturing a true, policy relevant effect, and that if our main estimate is biased, the likely
direction of that bias is downward (so that there is a greater risk of underestimation than
overestimation in terms of the magnitude of ULA’s effects on housing production), we take
multiple steps to support the validity of the conservative main estimate we use:

e We consider results with and without the inclusion of ED1 projects to bound the potential
effects of ULA. Including ED1 projects represents a likely minimum bound on ULA’s
disincentive effects by ignoring ED1 as a causal factor in post-ULA permitting, while
excluding all ED1 projects represents an upper bound by implicitly assuming no ED1
projects would have been permitted without the policy in place. The reality is almost
certainly in between these two extremes. Thus, our decision to keep all ED1 projects in
our main estimate is a conservative assumption.’

e We estimate models at the half-year level, as mentioned above, but our data only cover
the first quarter of 2026. For this reason, we include this quarter but add a weighting term
to accommodate its partial time coverage. Additionally, the first quarter of 2026 was a
extreme outlier for specific policy reasons—specifically, a huge increase in permit
issuance occurred related to the expiration of a COVID-19-related policy at the Los
Angeles Department of Building and Safety (see note at the end of this chapter for
details).

To further support the validity of our main Poisson GLM model result, we estimate three
other regression models that should conceptually provide the same range of estimates if our
estimates do not hinge on one specific modeling approach. These models, detailed in Appendix
B, all produce highly similar estimates.

Results

Our main analysis of ULA’s effect on large multifamily (20+ units) permitting indicate that
the transfer tax has conservatively reduced permitted units by 30 percent. If we remove ED1
projects entirely, this estimated effect is substantially larger, at nearly 50 percent.

Table 4.1 shows the results from our main modeling approach. There are four estimates
presented: the first estimate includes all ED1 projects and includes the first quarter of 2026. This
model indicates that ULA caused a 30.3 percent decline in permitted units. The result excluding

8 We note that from a theoretical perspective, our expectation is not ambiguous in terms of the effects of ULA,
which is the explicit reason to use a two-tailed test: it tests for statistical significance in both directions at once. The
conceptually justifiable use of a one-tailed t-test, which assumes only a negative effect against a null of no effect can
be considered by halving the provided p-values.

9 Estimates that exclude ED1 projects are generally statistically significant at the 90% confidence level or higher.
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ED1 projects is substantially larger at -49.7 percent. In rows 3 and 4 we estimate the same
models excluding the outlier first quarter of 2026. These estimates are -37.7 percent with ED1
projects included and -56.2 when they are excluded.

As noted, for the rest of our analysis including simulation of the costs of ULA and the
potential effects of potential reform we use the first result (shown in bold). This is the smallest
estimate and it incorporates at least two sources of likely substantial downward bias (bias against
finding an effect): including all ED1 projects and including the outlier first quarter of 2026.

Table 4.1. Difference-in-Differences Estimates of Measure ULA’s Effect on Permitted Units from
Large Multifamily Buildings (20+ Units)

Estimated change in

Specification permitted units Two-tailed p
ED-1 included & first quarter 2026 included -30.3% 0.317
ED-1 excluded & first quarter 2026 included -49.7% 0.058
ED-1 included & first quarter 2026 excluded -37.7% 0.188
ED-1 excluded & first quarter 2026 excluded -56.2% 0.022

SOURCE: Author estimates from pooled DiD panel model described in text.
NOTE: See Appendix B for a full description of the modeling approach used to generate these estimates.

Event Study Evidence

As we did for the DiD on sales activity in Chapter 3, we estimate an event study version of
our main model and present these results in figure 4.1. The y-axis shows estimated effects for
each semiannual period in “log points” where a reduction of 0.5 log points is equal to a roughly
40 percent decline relative to the reference period of the second half of 2022 (when Measure
ULA was passed in the November election). This figure shows a gradual decline in permitted
units after the election that accelerates in 2024 and reaches a maximum in the first half of 2025.
The average level of these declines is consistent with the overall DD estimate and the outlier Q1
2026 period—which had a large backlog of permits issued so that the approvals did not expire as
discussed below—is at a level equal to the pre-ULA reference period in 2022.
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Figure 4.1. Permitted Multifamily Residential Units Event Study Among Projects with 20+ Units
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Planning Department data.

NOTE: See Appendix B for a detailed description of the modeling approach used to generate these estimates.

Testing Alternative Models

As noted above, we estimate multiple alternative versions of our main model to compare the
stability of results across a variety of statistical approaches and ways of handling the outcome
variable. Across three alternative models that mirror the main estimate of -30.3 percent, the three
alternative estimates are: -32.0 percent; -32.6 percent; and -34.0 percent. For estimates that
mirror the main model result excluding ED1 projects (-49.7 percent) the three alternative
estimates are: -53.9 percent; -54.2 percent, and -54.5 percent. (We provide a full description of
these alternative models and a table of results with statistical inference in Appendix B).
Altogether, these estimates suggest that a) our main estimate is conservative relative to
alternatives and b) across a variety of models, we generate highly consistent estimates of the
causal effect of ULA on new multifamily housing production.

A Note on Permitting in Quarter 1 of 2026

Additionally, we note that the decision to include the first quarter of 2026 is a highly
conservative one. This quarter featured a major positive spike in permitting activity, but activity
is specifically related to a the resolution of a COVID-era program that allowed permit applicants
who applied for permits during the city’s “COVID-19 emergency declaration” that lasted from
March 21, 2020 through February 28, 2023 (LADBS, 2023). Permit applicants with projects
approved during this window all had their "ready to issue’ (RTI) date reset to the end of this
emergency declaration period. After an application is RTI, applicants have 180 days to pull
permits but can extend this 3 times for 60 days, for a total of 3 years.
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This predicts a large spike in permits on or about March 1, 2026 for projects that were
delayed as long as permissible. In fact, 91 percent of the units from large multifamily projects in
this quarter were issued in between March 1 and March 5%,

Despite this evidence that these permitted units are, at best, likely to very slowly materialize
as new housing (once work begins, there is no hard deadline for construction provided that a de
minimis amount of work occurs on some regular basis) we use a main estimate that fully
incorporates this quarter’s activity. In alternate estimates excluding it, the average decline in
permitted units is 15 to 20 percent larger and are estimated with much greater precision.

Excluding Q1 of 2026, as we show below, increases our estimated effect size by more than
20 percent. However, we use the estimate that fully includes them since they are legitimate
permits and simply note that their issuance appears to be related to a “use it or lose it” situation
and not to any improvement in the development climate in Los Angeles under the ULA tax.
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Chapter 5. ULA’s Effects on Rents After Taxed Building Sales

In this chapter, we assess whether property sales introduced under Measure ULA led to rent
increases for affected properties. The key empirical challenge is to isolate the effect of the tax
from other factors that influence rent growth, such as broader market trends, property
characteristics, and transaction-related changes (e.g., renovations or repositioning following a
sale). To address this, we construct a quasi-experimental design that compares rent trajectories
across comparable groups of properties that differ in their exposure to the tax.

We find evidence that after a building sale affected by the ULA tax, tenants experience
modestly higher rent growth than tenants in similar buildings that sold either in the City of Los
Angeles prior to ULA or outside of the City after ULA was in effect. Our modeling approach
controls in a highly flexible way for idiosyncratic building characteristics and common, time-
varying factors that could affect the estimates.

This analysis matters because evidence that ULA contributes to higher rents is directly
relevant to any case for reforming the tax to treat multifamily real estate differently. It also
directly tests an assertion made by proponents of ULA who wrote in 2022 that “(t)here is no
evidence that the tax would impact rents for commercial or residential tenants. In most cases,
transfer taxes are paid by the seller, who will have no legal avenues to pass on costs to tenants in
a building which they no longer own.” (Ling et al., 2022). Contrary to this assertion, the existing
research literature on transfer taxes finds that in less flexible markets (like Los Angeles) partial
pass through of transfer taxes does occur in the form of higher prices buyers must accept (Best
and Kleven, 2018; Hilber and Lyytikdinen, 2017). In this analysis we provide direct evidence on
whether apartment sales under ULA are experiencing some level of pass-through and whether
this pass-through affected rent growth.

Table 5.1. DiD Estimates of Rent Increases in Buildings Affected by ULA Compared to Others

Comparison Percentage change
Within LA City — Before / After ULA 1.67%
Within/Outside LA City — After ULA 1.44%

SOURCE: Author calculations using CoStar data.

NOTE: The table shows the estimations from a two-way fixed effects difference-in-differences model with property
and year fixed effects as described in more detail in Appendix C. Both estimates are statistically significant at the
99% confidence level.

Table 5.1 shows that in both of the comparisons we consider—transactions in the City of Los
Angeles before and after ULA and transactions after ULA within and outside of the City of Los
Angeles—average rents per unit in treated properties over the first six quarters after a sale
increase by between 1.44 and 1.67 percent relative to comparison properties. As we show in
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Appendix C, underlying this average increase in rental prices is a consistent upward trajectory
after the building sale, with relative rental prices reaching a 3.5 to 4 percent increase relative to
comparison buildings a year and a half after a ULA-affected sale.

Overall, the evidence suggests that properties subject to the Measure ULA transfer tax
experienced modest but distinguishable rent increases following a transaction. This finding is
consistent with partial pass-through of the tax from sellers to buyers in the form of higher prices
than would have occurred without the tax and it suggests that pass-through led to measurably
higher rents.
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Chapter 6. ULA’s Fiscal Tradeoffs and Potential Reform

In this chapter we estimate how ULA has affected municipal revenue, housing production
and associated jobs through two primary channels: forgone property transactions, and forgone
housing production. Using the estimates developed in Chapters 3 and 4, we calculate forgone
revenue to the City of Los Angeles and other government agencies caused by the ULA transfer
tax’s effects. We also estimate how many construction jobs would have been generated by higher
levels of housing production in the absence of the ULA transfer tax.

Forgone State, County, and Local Revenue Estimates Over 10 Years

Using our main estimates of ULA’s effects on transactions and housing production, we
generate a 10-year estimate of the effects of the transfer tax on multiple government agencies.
Our estimates show that, in net present value terms, the projected $4.27 billion ULA would raise
over a decade would come at a cost of $1.68 billion in lost revenue from property taxes,
documentary transfer taxes, impact fees, sales/use taxes, business taxes, and rental taxes.
Altogether, the estimated loss of revenue to local, county, and state government entities is equal
to 52 percent of the total revenue raised by ULA.

More than half of these losses result from the ULA tax discouraging the production of nearly
31,000 units of multifamily housing. This lost housing is associated, conservatively, with the loss
of more than 54,000 full-time equivalent annual construction jobs. We do not attempt to estimate
that downstream effects of the wages these jobs would generate.

Table 6.1 presents a more detailed breakdown of the estimates of forgone revenue, housing
production, and construction jobs. This table also includes estimates that use one-standard
deviation bounds on our main estimates of ULA’s effects on transactions and housing
production. These bounded estimates around our main estimate of $1.68 billion range from a low
of $345 million to a high of $3.56 billion.

We also include an alternate estimate that assumes that ED1 has had no countervailing effect
on ULA’s negative effects on housing production. This estimate is roughly twice the magnitude
of our main estimate, indicating a total revenue loss of $3.18 billion and the loss of more than
70,000 housing units and 122,000 construction jobs over the decade. As discussed in Chapter 4,
we believe that the true effect of ULA lies somewhere between our main estimate and the
estimate that excludes ED1 projects. This is because, while some ED1 projects would certainly
have taken place regardless of whether the ULA transfer tax placed additional pressure on
development feasibility, some share of ED1 projects were likely induced by ULA reducing the
financial feasibility of market rate projects. We therefore reiterate that our main estimate is likely
broadly conservative. In Appendix D we provide greater detail on these calculations.
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Table 6.1. Estimated Fiscal and Housing Effects of the ULA Transfer Tax from 2023 through 2032

Main estimate Lower bound  Upper bound Excluding ED-1
From reduced transactions
Documentary transfer tax $155 M $104 M $213 M $155 M
City property tax (compounds) $159 M $109 M $216 M $159 M
(L(ﬁ)%igup;gsf "ty tax $221 M $151 M $300 M $221 M
From reduced multifamily
production
Impact fees (less LAUSD) $853 M $1M $2,075 M $1,932 M
LAUSD impact fees $213 M $OM $519 M $483 M
Sales and use tax on materials  $94 M $0M $228 M $212 M
Business tax on new buildings  $11 M $0M $26 M $24 M
Rental taxes on occupied units  $9 M $0M $21 M $19M
Total forgone revenue $1,683 M $345 M $3,556 M $3,175 M
ZOg?y?“Cimﬂl'gIﬁ/’;‘)"y 20+units 54 g9o 41 75,232 70,035
Construction jobs lost (FTE- 54,114 72 131,657 122,561

years, 10-yr cumulative)

SOURCE: Author calculations.

NOTE: All dollar amounts are present value, discounted to 2027 at 3.1 percent. Lower and upper bounds reflect the
range implied by one standard error on the causal estimates. Excluding ED-1 uses the permit estimate that removes
Executive Directive 1 fast-tracked affordable housing permits; the transactions channel is unchanged.

Modeling the Effects of a Targeted ULA Reform

We next use a similar framework to estimate the potential effects of a simple targeted reform
policy that seeks to minimize its negative effects on municipal revenue and housing production
while preserving the majority of ULA revenue. The goal of this type of policy reform is to find
an optimal and feasible tradeoff between the need to encourage private economic activity—
which is not only positive per se in terms of providing needed housing and jobs, but also
provides substantial revenues to local, county, and state government. And, importantly, over the
long run, revenue sources like Measure ULA depend on sustainable economic growth to achieve
the goal of serving as a permanent source of revenue to use in housing production and low-
income tenant assistance activities.

These elements of a proposed reform are aligned with aspects of recant actual proposals
(District 4, 2026; SB 423, 2025). Conceptually, the goal of a reform such as the one we model is
to concentrate the transfer tax on the most inelastic part of the high-value real estate market—
luxury, single-family homes—while reducing or partially eliminating the tax on commercial
properties that are more sensitive to high tax rates and that are major sources of both onetime and
compounding city revenue. The model proposed reform we consider has the following features:
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1. Maintain current ULA tax rates on high value single-family residential property sales

2. Exempt new commercial and multifamily development for 15 years after construction

3. Cap the tax on commercial and multifamily development older than 15 years at 2 percent

In terms of housing production, our estimates of the reform’s effects focus exclusively on
large multifamily projects (projects of 20 or more units) as this type of development plays an
outsized role in the growth of the overall housing supply in Los Angeles. From 2018 through
2022, multifamily projects of five or more units were the source of nearly 70 percent of total
housing production in Los Angeles (“Annual Progress Reports - Data Dashboard and
Downloads,” undated).!® Additionally, a growing body of research has provided compelling
evidence that new market rate housing contributes directly to broad based affordability (Asquith,
Mast, and Reed, 2023; Li, 2020) and that these effects can manifest in a matter of a few years
(Clifford, Rodnyansky, and Su, 2026).

We do not model the effects of recent proposals to exempt rebuilt homes affected by natural
disasters such as the January 2025 Palisades Fire. However, these calculations are relatively
straightforward and would be reflected as further reductions in ULA revenue since we assume
that the non-commercial, single-family residential channel is not otherwise affected by the
reform we consider. Other recent work has estimated the costs of this additional reform
component (Los Angeles Housing Department, 2026b).

Appendix D presents detailed information on our modeling approach.

Model Results

We model the effects of implementing this reform in early 2027. Taking the current status
quo level of high value transfers and multifamily and commercial development as a baseline, we
estimate the financial implications reform over a 10-year period in net present value terms
(discounting future gains and losses to reflect the current value of these future financial
tradeoffs). The results, presented in Table 5.2, indicate that over the 10-year period from 2027-
2036, the net effects of the hypothetical reform outlined above are:

e Preserving 72 percent of ULA revenue relative to the status quo

¢ Increasing revenue to the City’s general fund and associated agencies from property tax,
documentary transfer tax, sales/use tax, business tax, rental tax, and impact and
development fees by $625 million

e Increasing LAUSD revenue from property taxes and impact fees by $198 million

e Spurring the development of nearly 19,000 new housing units, including roughly 2,000
privately produced affordable units!

19 This is the largest category measured in data reported to the state, but it is almost entirely composed of
developments of 20 units or more in Los Angeles.

! This calculation is based on roughly 90 percent of large, multifamily new construction in Los Angeles using a
density bonus requiring approximately 10 percent affordable units. In reality, substantial use of ED1 suggests this
number is likely conservative.
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e Creating more than 33,000 full-time equivalent construction jobs from new, large
multifamily housing development

These gains arise from two primary mechanisms:

e Recovery in transactions generating documentary transfer tax and property tax revenue
e Construction activity generating impact fees, sales and use taxes business taxes, and
rental taxes
In Table 6.2, we present the same 4 scenarios shown in Table 6.1: our conservative main
estimates, lower and upper bounds on those estimates using a one-standard deviation difference
in the estimated effects of ULA on transaction and production channels, and the main alternative
estimate that excludes ED1 projects.

Table 6.2. ULA Reform Model Results Over a 10-year Post-Reform Time Horizon

Main Lower Upper Excl. ED-1
Change in combined city
revenue +$625 M +$83 M +$1,396 M +$1,288 M
Change in LAUSD revenue +$198 M +$68 M +$380 M +$345 M
Change in ULA revenue -$1,218 M -$1,283 M -$1,146 M -$1,218 M
Incremental units (10-yr +18.960 +25 +46.129 +42 942
cumulative) ’ ’ ’
Construction jobs (FTE- +33,180 +44 +80,726 +75,149

years, 10-yr cumulative)

SOURCE: Authors' calculations.

NOTE: All dollar figures are present value, discounted to 2027 at 3.1 percent. Changes are relative to projected
revenue under the current ULA regime. Positive entries are gains; negative entries (ULA) are reductions. Lower and
upper bounds reflect one standard error on the causal estimates. The transaction-channel estimate is the same
across main and excluding-ED-1 columns.

The bounded main estimates indicate changes in municipal revenue ranging from a lower
bound of $83 million to an upper bound of $1.4 billion, with gains to LAUSD revenue ranging
from $68 million to $380 million. Under the strong assumption that ULA’s effect on new
construction is entirely independent of ED1’s pro-supply effects. The headline estimates for this
specification are an additional $1.29 billion in combined city revenue and a gain of $345 million
in LAUSD revenue. The estimated additional housing production is substantially larger (since
this assumption ignores any production induced by ULA to use ED1) at an additional nearly
43,000 units of housing that would include roughly 4,000 privately produced affordable units,
while generating more than 75,000 annual full-time equivalent construction jobs. As above, the
true reform effect likely lies between the main estimate and this larger estimate.

The Potential Effect of Bunching Behavior on our Estimates

In Chapter 3 we discuss and present evidence of meaningful levels of ‘bunching’ behavior: a
buildup of transactions occurring just below the $5 million threshold. While this estimated 118
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percent increase is quantitatively large, because it is in such a narrow band and a small absolute
number of transactions—and, importantly, because these transactions do occur—we do not
model the effect of this behavior on our revenue calculations. This is because, first, the revenue
not accruing to ULA from this behavior is immaterial, there is no mechanism for forcing sellers
and buyers to transact at a higher price in order to be subject to ULA (in a counterfactual world
where these transactions would have occurred at slightly higher prices, ULA revenue would be
roughly $17 million per year higher); second, the targeted reform we consider would not
meaningfully affect this behavior as around 3/4ths of these bunched transactions involve single
family homes.

Limitations

Our model has important limitations. First, we do not model new commercial development
that would accrue from this targeted exemption as we lack important data on factors like project
size and uses that would allow us to credibly estimate revenue gains. This is a source of
downward bias. Second, we do not model the benefits of other revenue sources to the City of Los
Angeles, such as increased county revenue and, hence, spending that directly benefits residents
of the City such as sales tax-based spending on affordable housing and homelessness services
through the recently passed Measure A. We also make several simplifying assumptions in our
model that we discuss in detail in Appendix D. Also, as mentioned earlier, we do not consider
recent reform proposals concerning exempting homes rebuilt after natural disasters from ULA,
though these estimates have been done by others and could easily be added into the estimates in
this report.

Despite these limitations, our model captures several essential elements of how behavioral
change in terms of housing development decisionmaking and decisions around the feasibility and
timing of high value real estate transactions. We believe these are critical factors to incorporate
into consideration of targeted reform.
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Chapter 7. Challenges for Affordable Developers and LAHD

In this chapter, we consider important features regarding the other side of Measure ULA—
rules governing limited exemptions from the tax for certain buyers and requirements for using
ULA housing production funds. We explain how ULA funding requirements for affordable
housing production conflict with standard financing arrangements while potentially creating risks
for the Los Angeles Housing Department as the administrator of ULA funding.!? In the interest
of brevity, we assume a moderate amount of knowledge concerning the development of publicly
subsidized affordable housing by the reader. However, readers requiring more detail are referred
to Appendix E, where we cover the basics of affordable housing funding.

ULA Exemptions

The municipal code governing ULA contains language concerning exemptions to the transfer
tax. While the purpose of ULA funds is to grow the stock of affordable housing in the city, the
exemptions apply to the type of buyer involved in a real estate transaction, not the use of the real
estate.!® Specifically, an exemption applies if the buyer is a non-profit entity within IRS code
501(c)(3), a Community Land Trust, a Limited Equity Housing Co-operative; or a limited
partnership, or limited liability company in which only bona fide nonprofit corporations,
Community Land Trusts, and/or Limited-Equity Housing Co-operatives are the general partners
or managing members. Additionally, the entity or its partners or members must demonstrate, “a
history of affordable housing development and/or affordable housing property management
experience.” Again, the real estate being transferred does not need to meet a specific use; only
the transferee must meet specific requirements for the transaction to be exempt.!*

The exemption language was meant to create an advantage for certain organizations, but the
corporate structure specified for an exemption does not match the typical ownership structure of
an affordable housing development. Affordable developers typically create a single purpose
entity to own a single asset to protect the parent organization from litigation. For the vast
majority of projects that use Low Income Housing Tax Credit (LIHTC) funding, a non-profit

12 Both the Los Angeles Housing Department and City Council have suggested technical changes to facilitate better
use of the funds but these reforms are still pending. Those technical changes address both the exemptions to the
transfer tax and required covenants for any property financed with ULA funds.

13 Importantly, this means that as long as the transferee is eligible, the use of the property is immaterial to exemption
qualification. An eligible transferee may purchase a property for any housing or non-housing related use. While not
the intent of the language, a legal exemption may be obtained for the purchase of real estate with any use that suits
the purpose of the eligible buyer.

14 Additionally, the Code provides exception for Community Land Trusts, and Limited-Equity Housing Co-
operatives, that they “may qualify for an exemption without demonstrating a history of affordable housing
development and/or affordable housing property management experience by a. Partnering with experienced non-
profit organizations or b. Recording at the time of the acquisition an affordability covenant as defined in the code.”
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would be a parent company with a single member LLC that acts as a "holding company" for
assets to limit liability to the non-profit parent organization. That LLC in turn typically owns
multiple single purpose LLCs with a single asset each. In this structure, the real estate transaction
takes place through an entity twice removed from the qualifying entity. Because the intermediate
holding LLC typically lacks its own 501(c)(3) determination, the entities beneath it do not
qualify for the ULA exemption, meaning these transactions end up subject to the ULA tax. In
fact, the ULA tax has actually been levied against transfers of property meant for development of
affordable housing. One such example is a new, 97-unit permanent supportive housing
development in Skid Row, Rosa’s Place, developed by the Downtown Women’s Center
(Downtown Women's Center, 2025). A ULA tax of $262,600.50 was levied on a purchase price
of $6,565,000 for two adjoining parcels. The seller in this transaction was the City of Los
Angeles.

A simple reform to this approach that would sidestep the complexity outlined here would be
to exempt those projects that also are eligible for the California Property Tax Welfare
Exemption. The welfare tax exemption requires ownership by an eligible entity (a nonprofit
organization organized and operating for religious, hospital, scientific, or charitable purposes -
including affordable housing), the property used exclusively for those exempt purposes and the
property financed in part with governmental financing. This exemption works well with the
typical legal and financial structuring of affordable housing projects in California.

ULA Funding Requirements

The code describes the intended uses of ULA revenue. Eight percent of the funds may be
used for administrative costs. The remaining 92% of ULA’s “House LA Fund” must support the
"Affordable Housing Program" (AHP) and the "Homelessness Prevention Program." Affordable
Housing Program funds are further allocated to: "Multifamily Affordable Housing" (22.5%);
"Alternative Models for Permanent Affordable Housing" (22.5%); "Acquisition and
Rehabilitation of Affordable Housing" (10%); and "Homeownership Opportunities, Capacity-
Building and Operating Assistance" (10%). The remaining 30% of the House LA Fund must be
used for the Homelessness Prevention Program, such as rental assistance and eviction defense.

Much like the exemption language fails to recognize the typical corporate structure of an
affordable housing project, certain AHP fund requirements are at odds with the obligations of
capital partners in an affordable housing development. Specifically, Section 22.618.3(d)(1)(i)(b)
contains provisions imposing conditions on a project that prevent Fannie Mae, Freddie Mac, and
other major lenders from participating at the scale required. Lenders must resell their loans to
generate proceeds to originate new loans, and those loans must meet Fannie Mae and Freddie
Mac standards to be marketable. Therefore, provisions in ULA that do not meet lender
requirements prevent those lenders from participating in the capital stack.!

15 GSEs (Government-Sponsored Enterprises) such as Fannie Mae and Freddie Mac require loans to meet
specific covenant and underwriting standards before purchasing them in the secondary market (Fannie Mae, “Fannie
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One such covenant requires that "any resale of rental property funded by this initiative shall
be restricted to non-profit entities or Limited-Equity Housing Cooperatives, including but not
limited to affordable housing corporations and Community Land Trusts, to ensure the continued
use of the dwelling units as affordable housing as provided in this section." Again, the covenant
advantages certain entity types, rather than protecting the use of the real estate as affordable
housing — though a tenant is likely agnostic to the ownership entity structure so long as the rent
they pay remains subject to the same affordability limits and protections.

The concern amongst lenders with this language is a lack of flexibility to remedy a failed
project or sponsor. A first position lender has the responsibility to bring solutions to a failing
project, which includes replacing a failed owner with a new, more capable owner to improve
project conditions and operations. The ULA resale provision limits the pool of potential entities
available for that purpose. As the City of Los Angeles recently experienced with the failure of
Skid Row Housing Trust, organizations willing and able to take on a failing asset are very
difficult to find. Lenders are understandably reluctant to agree to provisions that constrain their
ability to find sustainable solutions to solvency issues.

A second covenant that may prevent lender participation requires that "any entity taking title
by foreclosure or deed in lieu of foreclosure shall be subject to affordability restrictions." Capital
partners, including lenders, may be prevented from participating in the capital stack because of
this provision. When a project's operating costs exceed its income, foreclosure does not change
that underlying reality. Restricting the pool of potential successor owners—while simultaneously
preserving affordability restrictions that may have contributed to the project's financial distress—
limits the options available to lenders attempting to resolve a failing asset.

Rather than face this worst-case scenario, public and private lenders would prefer the
opportunity to "float up" rents. Some loan agreements allow rents to adjust with tenant income
within certain limits (the tenant continuing to pay 30% of their actual income toward rent rather
than a fixed amount tied to an AMI threshold). This flexibility allows a project's income to adjust
over time to reflect changes in tenant circumstances, providing a financial buffer against rising
operating costs and preserving the project's ability to service its debt.

The current ULA covenant language prevents or limits the remedies most often used by
private or public lenders to replace a troubled owner or stave off foreclosure. Private lenders care
about their own risk exposure, but their underwriting is also shaped by what the secondary
market will buy. A loan that cannot be sold stays on the bank's books — which is precisely what
banks are structured to avoid.

ULA’s Requirements Creates Risks for LAHD

ULA may intentionally shrink or exclude private investment—for example, by targeting rent
levels so deep that no private debt can be supported. In that case, LAHD, the public lender must

Mae Multifamily Guide,” webpage, undated.). Non-conforming covenant provisions render a loan unmarketable to
GSEs, removing a critical source of liquidity for primary lenders and effectively precluding their participation.
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provide substantially more, or all, of the capital required. This approach can serve policy goals,
particularly where the deepest affordability targets are a priority, but it does so at a significant
cost: each dollar of private investment that exits the project must be replaced with public funds.

However, LAHD is not equivalent in capacity to a private lender. LAHD offers non-recourse,
low-interest loans to fill the portion of a project's capital stack that private sources cannot or will
not cover. LAHD does not have the authority, infrastructure, or funding to own or operate real
estate assets. There is therefore a fundamental contradiction embedded in the ULA covenant
structure: the very instrument designed to fund affordable housing contains provisions that could
leave the City's own lending arm without a viable approach when a project fails. A failed project
that cannot be remediated does not preserve affordable housing—it eliminates it. The covenant
provisions, intended to protect affordability in perpetuity, may instead produce the opposite
outcome: vacant, distressed, or functionally unusable housing stock that serves no one, while the
City bears the financial loss with no mechanism for recovery.

Additional Challenges Facing ULA-Funded Projects

These risks to project viability are likely to be exacerbated by current challenges in obtaining
sources of long-term operating subsidies, principally project-based housing vouchers, that have
become virtually required for deeply affordable projects such as those targeted for production
under ULA to achieve sustainable, long-term financial viability. In Appendix E, we present
multiple scenarios that demonstrate there are few options to fund projects that will attain long-
term viability without this support.

Furthermore, a factor that has received little attention to date is the requirement that virtually
all projects funded will be subject to a project labor agreement (PLA) requiring a virtually 100
percent union labor workforce. Past research has found that this requirement added more than 20
percent to total development costs on finished projects produced under Los Angeles’s
Proposition HHH funding program (Ward, 2024). The initial round of projects awarded under
the Homes for LA NOFA have projected per unit costs of roughly $850,000 per apartment (Los
Angeles Housing Department, 2026a), an average cost that closely mirrors the findings of this
past research on the cost effect of PLAs.

City policymakers interested in minimizing these challenges should consider, at a minimum,
simplifying ULA’s exemption structure to follow the state’s welfare exemption provisions and
amending funding requirements to follow norms among public funders in typical capital stacks
in Los Angeles. More far-reaching reforms that would address additional challenges relating to
the lack of a dependable source of operating subsidies that are becoming critical for deeply
affordable subsidized housing, particularly when costs are driven up by factors such as project
labor agreements, might include shifting ULA funding away from production and into a larger
pool dedicated to direct tenant assistance. Rental assistance is a flexible, scalable way to quickly
and permanently help tenants achieve housing affordability and can complement the
considerable recent growth in privately produced affordable housing like much of the activity
under ED 1, filling the gap between deeply affordable rents and the more sustainable middle
income rent levels many of these projects provide.
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Chapter 8. Factors Related to Adopting Targeted ULA Reform

To summarize the findings of this study, we find that the $1.185 billion in revenue raised by
the ULA tax to date has come at a substantial cost in local, county, and state revenue, as well as
housing production and jobs. We find that the adoption of the type of targeted reform we
consider in this report would materially improve the City’s financial and housing production
trajectories over the long term, while maintaining roughly 70 percent of current ULA revenue for
its intended purposes.

These benefits would come at a very good time for the city. Los Angeles continues to face
meaningful structural economic challenges (Stoltze, 2026) and these are leaving aside impending
sources of significant financial uncertainty such as the ultimate cost of the 2028 Olympic Games
the City is hosting (Rainey, 2026).

LA has also fallen far short of current state housing production goals and the evidence in this
report suggests ULA is one of multiple headwinds facing the City but is perhaps one of the most
straightforward ones to remedy with effective reform, particularly given numerous other
decisions in recent years that have represented a strong status quo bias. The initial success of the
ED1 program, due to early entitlement activity that combined its substantial time savings with
powerful state density bonuses, led to objections from homeowners about large, new apartment
projects in their neighborhoods leading to a significant scaling back of this program (Zahniser,
2024). The city’s current Citywide Housing Incentive Program (CHIP) is modest in scope and
unlikely to significantly impact housing production (Khouri, 2024; Barrall and Phillips, 2024).
Most city leaders also came out against the recently passed SB79 upzoning legislation, ultimately
cutting a deal with the state to undertake a substantially smaller upzoning program than would
have been mandated by the new law (Flemming, 2026).

Two additional factors should figure into considerations of whether ULA should be
reformed. First, since voters approved the measure in 2022, another major funding program
providing a permanent countywide source of capital for affordable housing development, the
countywide Measure A program, has been approved and has begun planning to provide
substantial housing production funding as well as rental assistance (LA County Homeless
Services & Housing, undated). This funding, which did not exist when ULA was passed, can
help to attenuate the impact of reform-related reductions in ULA revenue.

Second, California voters this November will likely be voting on a new ballot initiative that
would, if passed, sunset Measure ULA along with similar transfer taxes around the state
(Wagner, 2026b). Some advocates for targeted reform of ULA believe that the passage of
effective reforms to address ULA’s most negative economic effects could be part of negotiations
to remove this new initiative from the ballot in November of 2026 (Christopher, 2026b). While
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the certainty of this is far from clear, the potential outcome of this process could prove much
more consequential to ULA revenues than any reforms like those considered in this report.
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Appendix A. ULA’s Effects on High-Value Sales Additional
Materials

In this section we present additional technical details and results from DiD modeling of the
effect of the ULA tax on high-value real estate sales.

Figure A.1 presents an analogous figure to panel A of Figure 3.1 showing the change in
monthly sales over $5 million that includes the outlier months of March 2023, the month prior to
ULA’s implementation, and April 2023, the first month after it went into effect. March 2023
shows a major positive spike in transactions (roughly triple the avg level of the preceding
months) reflecting an attempt to close sales to avoid the tax followed by a decline in April that is
much lower than the following steady-state, lower level.

Figure A.1. Parcel Sales in the City of Los Angeles and the Rest of Los Angeles County

SOURCE: Author calculations from Commonwealth Title Company data.
NOTE: This figure shows monthly counts of all transactions above $5 million in the City of Los Angeles and the rest of
Los Angeles County.

Data

The analysis in this chapter combines parcel-level real estate transaction data from
Commonwealth Title Company, Los Angeles County Assessor’s Office Parcel Roll data, ULA
revenue data from the City of Los Angeles, and data on ULA exemptions from the City Office of
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Finance. These data are merged together by parcel or by “Sales Record Number” for multiparcel
sales (important because the ULA tax is applied to the transaction total rather than the parcel
total sale price)

In table A.1 we present basic descriptive statistics for the sales transaction analysis sample.

Table A.1. Descriptive Statistics of Sales Transaction Analysis Data Set

LA City LA City Controls Controls
pre-ULA post-ULA pre-ULA post-ULA
Sample sizes
Transactions (N) 75,142 39,012 135,984 70,454
% of LA City / Controls (row) 65.8% 34.2% 65.9% 34.1%
Share with sale price > $5M 3.59% 2.26% NA% 2.38%
Sale price (inflation-adjusted)
Mean $1.62M $1.57M $1.22M $1.31M
Median $930K $1.02M $720K $805K
90th percentile $2.80M $2.82M $1.86M $2.07M
Net taxable value (NTV)
Mean $636K $584K $505K $579K
Median $354K $398K $258K $326K
Share negative NTV 7.1% 10.0% 7.7% 8.2%
Property type (share of cell transactions)
Single-family residential 84.2% 84.0% 87.5% 85.4%
MF 2-4 units 7.9% 8.2% 4.4% 4.9%
MF 5-19 units 2.4% 2.4% 1.2% 1.6%
MF 20+ units 0.6% 0.4% 0.2% 0.2%
Commercial 3.4% 3.7% 3.1% 3.4%
Manufacturing 1.4% 1.3% 1.6% 1.7%
Other / Mixed 0.0% 0.1% 2.0% 2.7%
Model controls (sample, N = 75,139 LA-pre / 38,995 LA-post / 135,975 C-pre / 70,438 C-post)
Residential flag (mean) 96.4% 96.4% 94.0% 92.7%
Commercial flag (mean) 3.9% 4.2% 3.3% 3.7%
Manufacturing flag (mean) 1.4% 1.3% 1.6% 1.7%
Multifamily-parcel flag (mean) 7.7% 8.0% 0.5% 0.5%
# units (mean, parcel-sum) 1.35 1.27 1.05 1.06
log(land area in acres) 0.38 0.36 0.42 0.43
log(land-to-improvement ratio) -0.40 -0.49 -0.47 -0.57
log(assessed value, prior) 13.18 13.20 12.79 12.77

SOURCE: Authors' tabulations on transaction-level dataset (Commonwealth title data merged with SCAG and Los
Angeles County Parcel Roll data).

NOTE: N = 396,709 raw transactions. Pre-ULA = Jan 2020 to Oct 2022 (before the November 2022 vote); Post-ULA
= May 2023 to March 2026 (the period after the April 2023 transition month). The two transition months that reflected
substantial tax avoidance behavior (Mar/Apr 2023) are excluded from this table but used in estimation. LA City is all
transactions in Community Plan Areas of the City of Los Angeles; Controls is all transactions in the 85 other
incorporated jurisdictions and unincorporated LA County. Sale prices are deflated to 2023 levels to keep the ULA
thresholds constant at >$5 million and >=$10 million. Net taxable value (NTV) is the sale price minus the prior Prop
13 assessed value. Property-type categories are mutually exclusive: manufacturing > commercial > residential;
Other/Mixed is the residual.
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Model Information

We model the effect of the ULA tax on high-value transactions using two models. The first is
a Robust Poisson count model (GLM with log link) with cluster robust standard errors. This
model takes the following form:

Log(E[th]) =pj+ 6+ yl(treatj X March 2023t) + yz(treatj X April 2023t) + ﬁ(treatj X postt) +
m'X;,.

This model regresses a count of transactions >$5 million in region j in month t, (v;,), via a log
link function on geographic region fixed effects (Community Plan Areas in the City of Los
Angeles and other municipalities in Los Angeles County shown as p;) and quarter fixed effects
(8,), a pair of month fixed effect (the interaction of a LA City indicator with indicators for March
and April of 2023) and a set of geographic region-by-month averaged covariates (X;, see below
for list). The coefficient of interest is the steady-state estimate of the post-ULA difference in
permitted units (the interaction of a LA City indicator and the post-transition ULA period, given

by B).
We also estimate an alternative ordinary least squares linear probability model:

trans_gtsm;;, = 6; + p, + /Il(treatj X March_2023t) + 1, (treatj X April_2023t) + (p(treatj X postt) +

This model regresses a binary indicator for whether each sale transaction, indexed by 7, is over
$5M (1 if greater than $5 million, 0 otherwise) on geographic fixed effects (6;) and time fixed
effects (p,), an indicator for post-ULA adoption for transactions in the City of Los Angeles (the
coefficient of interest, 3, capturing the average effect of ULA on these sales), and two single
month indicators for the March and April of 2023 (1;and A4,) to control separately for previously
described major behavioral responses around initial ULA implementation. We also include a
substantial set of parcel specific controls to accommodate potential shifts in the nature of land
transactions across the policy’s adoption that may have affected the city differently from the rest
of the county, including broad zoning categories, log of parcel land area, the land-to-
improvement ratio, log of prior assessed value, and number of residential units.

Additional methodological notes on these models.

e Geographic units. The full sample contains 126 distinct geographic units: 39 LA City
Community Plan Areas (CPAs, treated) and 87 non-LA-City jurisdictions in LA County
(control). After applying a >10 pre-ULA >$5M transactions filter (which drops a small
number of geographies with very few high-value transactions to keep these very thin cells
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from disproportionately influencing the DiD estimates), 93 geo-units remain
(32 treated, 61 control).

e SE clustering. All standard errors are clustered at geographic unit level. With 93 clusters,
the cluster-robust covariance is well-behaved.

e Donut hole. Transactions strictly between $4.5M and $5M (narrow donut, main spec) are
excluded to break the mechanical price-bunching at the threshold. Wide-donut sensitivity
excludes $3M—$5M instead.

e Excluded jurisdictions. Santa Monica and Culver City are dropped from controls
because both have their own real-estate transfer taxes and cannot serve as clean
counterfactuals. La Habra is dropped (Orange County, out of scope).

e ULA-exempt and contaminated transactions. 40 ULA-exempt LA City transactions
(subsidized affordable housing, etc.) and 58 control-contaminated transactions (controls
observed paying ULA, indicating geocoding error) are excluded by flag.

e Poisson aggregation. The Poisson panel is built at the region x month level: one row
per (geographic unit, calendar month) cell, covering Jan 2020—Mar 2026 (75 months)
across 93 geographic units that meet the >10 pre-ULA threshold — 6,975 total cells (93
x 75). Cells with zero >$5M transactions are kept (structural zeros are valid observations
for Poisson). The dependent variable is the count of >$5M transactions in the cell. Time
fixed effects are at the year-quarter level (25 quarters), so the month is the unit of
observation but the FE is at the quarter level. The March and April 2023 interaction
dummies remove month-level transition activity within the relevant quarters — they are
interactions on top of the quarter FE, not an alternate specification of the FE level. Cell-
level controls are means over all transactions in the cell; mean of log(NTV) is computed
over transactions with NTV > 0 only.

e Baseline for percent-change (LPM). We use the mean of P(>$5M) for LA City Jan
2020 through Oct 2022 (pre-election). Excluding the post-election anticipation period
(Nov 2022 through Feb 2023) avoids inflating the baseline with the documented Mar
2023 spike.

Event Study Models

In these models, we replace the single LA x Post interaction with quarter-by-quarter LA x
Quarter interactions. The reference period for these estimates is Q2 of 2022. Coefficients on pre-
Q2 2022 quarters test the parallel trends assumption. ES versions of both main models are
estimated: the Main Poisson event study mirrors the headline DD spec on geo-unit X month cells,
and the alternate LPM event study mirrors the LPM robustness spec on the transaction sample.

A Note on Reference Periods

In the figures below, we use Q2 of 2022, the second quarter prior to the 2022 election as the
reference period. An earlier version of this analysis used Q3 2022 as the reference quarter (the
last full quarter pre-election). Under that choice, the Main Poisson event study with controls
rejected parallel trends at p = 0.026, but with an unusual pattern: all 10 pre-period LA x Quarter
coefficients were positive (3 of them significant at the 95 percent confidence level), with a mean
implied offset of roughly +21 percent above the reference period. A linear-trend regression on
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the pre-period coefficients was flat (slope p = 0.40), so this was a sustained level offset rather
than a sloped pretrend.

The pattern is consistent with Q3 2022 itself being an anomalously low quarter for LA City
relative to its own immediate history. Anchoring the event study to that specific quarter
mechanically inflates every pre-period coefficient and dampens every post-period coefficient.

Shifting the reference to Q2 2022 (one quarter earlier) eliminated the pattern: PES2 pre-
period coefficients were spread roughly symmetrically around zero, the joint Wald test passed at
p = 0.181, and post-period coefficient magnitudes shifted more negative by ~12—16 percentage
points per quarter. All four event studies (Poisson and LPM, with and without controls) pass the
parallel-trends test under Q2 2022.

Implication for the pooled DiD headline: The pooled DiD does not depend on a single
reference quarter—it uses the entire pre-period average so, the headline DiD numbers in Section
3 are unaffected by this reference-period choice. But this does suggest that the main DiD's is also
likely understating ULA's negative estimated effect by a small amount.

Event Study Results

Below we present event study model results for the main Poisson model on all transactions,
as well as both Poisson and linear probability model results for subcategories of land by zoning
designation—single family residential, high-density multifamily, and other commercial and
manufacturing.

Figure A.2. Sales Transaction Event Study — All Transactions Poisson Model

e ULA
ilection Implellnented

;

1.00

0.50

Log coefficient
S o—°

—e—
—e—
—e
—o—

-1.00

SEet

P Sy e

oQ” o \,0? foid q/;}? o %,Q“ o >(® fsid :,507 o b’®
& & 0% g WA o QX > & o QX ] &
o o o o o ® o o o o ® o *®

@ Estimate (95% CI) ® Reference (2022-Q2)

SOURCE: Author calculations from Commonwealth Title Company and Los Angeles County Assessor data.

NOTE: Analysis subsample is parcels zoned for single-family residential development. Results are from a robust
Poisson model (GLM with log link) an a count of parcels that transacted for >$5M on a full set of binary indicator
variables for time in quarters (omitting Q2 of 2022 as the reference period) with geography fixed effects (Community
Plan Area for City of Los Angeles and local jurisdiction for the rest of Los Angeles County), quarter fixed effects, and
controls for log of parcel land area, land-improvement ratio, log assessed value (averages per geographic unit-by-
time period) and a set of zoning designation fixed effects. Standard errors clustered at the geographic unit fixed
effects level.

33



Figure A.3. Sales Transactions Event Study — Single Family Residential Parcels
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SOURCE: Author calculations from Commonwealth Title Company and Los Angeles County Assessor data.

NOTE: Analysis subsample is parcels zoned for single-family residential development. Results are from a robust
Poisson model (GLM with log link) an a count of parcels that transacted for >$5M or a linear probability model with
the outcome being an indicator for a transaction being for >$5M, as indicated. These outcomes are regressed on a
full set of binary indicator variables for time in quarters (omitting Q2 of 2022 as the reference period) with geography
fixed effects (Community Plan Area for City of Los Angeles and local jurisdiction for the rest of Los Angeles County),
quarter fixed effects, and controls for log of parcel land area, land-improvement ratio, log assessed value (averages
per geographic unit-by-time period for the Poisson model), and a set of zoning designation fixed effects. LPM model
results rescaled to be in percent change terms relative to baseline level. Standard errors clustered at the geographic
unit fixed effects level.
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Figure A.4. Sales Transactions Event Study — High-Density Multifamily Residential Parcels
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SOURCE: Author calculations from Commonwealth Title Company and Los Angeles County Assessor data.

NOTE: Analysis subsample is parcels zoned for single-family residential development. Results are from a robust
Poisson model (GLM with log link) an a count of parcels that transacted for >$5M or a linear probability model with
the outcome being an indicator for a transaction being for >$5M, as indicated. These outcomes are regressed on a
full set of binary indicator variables for time in quarters (omitting Q2 of 2022 as the reference period) with geography
fixed effects (Community Plan Area for City of Los Angeles and local jurisdiction for the rest of Los Angeles County),
quarter fixed effects, and controls for log of parcel land area, land-improvement ratio, log assessed value (averages
per geographic unit-by-time period for the Poisson model), and a set of zoning designation fixed effects. LPM model
results rescaled to be in percent change terms relative to baseline level. Standard errors clustered at the geographic
unit fixed effects level.
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Figure A.5. Sales Transactions Event Study — Commercial and Manufacturing Parcels
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SOURCE: Author calculations from Commonwealth Title Company and Los Angeles County Assessor data.

NOTE: Analysis subsample is parcels zoned for single-family residential development. Results are from a robust
Poisson model (GLM with log link) an a count of parcels that transacted for >$5M or a linear probability model with
the outcome being an indicator for a transaction being for >$5M, as indicated. These outcomes are regressed on a
full set of binary indicator variables for time in quarters (omitting Q2 of 2022 as the reference period) with geography
fixed effects (Community Plan Area for City of Los Angeles and local jurisdiction for the rest of Los Angeles County),
quarter fixed effects, and controls for log of parcel land area, land-improvement ratio, log assessed value (averages
per geographic unit-by-time period for the Poisson model), and a set of zoning designation fixed effects. LPM model
results rescaled to be in percent change terms relative to baseline level. Standard errors clustered at the geographic
unit fixed effects level.
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An Analysis of Holding Periods for Newly Built Multifamily
Residential/Commercial Properties

In this section, we provide descriptive evidence on changes in “holding periods”—the
amount of time newly developed commercial properties are held after receiving a certificate of
occupancy before a first sale occurs. These data are used in estimating the number of delayed
sales in our simulation model and also shed light on the extent to which it has become less
desirable to develop new properties to sell on to longer-term owner-operators. This is particularly
germane to multifamily residential, where a large sector of builders produce new developments
with an intent to sell them and recycle that capital into a future project or projects. The results of
this analysis are consistent with a substantial increase in holding periods for these projects—
showing a marked decline in the share of projects transacting in a given time frame after ULA
becomes effective.

Descriptive Statistics on Holding Period Analysis Sample

We linked transaction data from Commonwealth Title Company and CoStar to certificates of
occupancy records from the Los Angeles Department of Building and Safety to calculate and
describe holding periods for developments completed in 2020 through 2025. To measure holding
periods, we calculated the elapsed time between certificate of occupancy issuance and first
recorded sale of properties that met or exceeded ULA’s valuation or transaction price
thresholds.!® We identified 402 such multifamily and commercial developments in the city of
Los Angeles that were certified for occupancy in the year 2020 or later. Of these recently
developed properties, 202 were multifamily and 200 were commercial.

Table A.2 summarizes recently developed properties. These new multifamily developments
represent 1,247 to 3,492 units per year, with mean units varying from 50 to 100 and median units
between 38 and 51. Mean valuations ranged from approximately $10M to $17.5M for
multifamily properties, but were slightly higher for commercial buildings, which had mean
valuations between $18M and $41.9M. Valuations of both property types took a wide range of
values, with the 5th percentiles!'” at $27K and $16.8K for multifamily and commercial,
respectively, and the 95th percentiles at $64.4M and $117.3M, respectively.

16 For unsold properties, we used valuation thresholds of $5.0M for properties with certificates issued before June
29% 2024, $5.15M for properties certified after June 29, 2024 but before June 29", 2025, and $5.3M for properties
sold after June 29", 2025. For sold properties we applied the same thresholds to actual sale price.

17 P5 valuations below $5.0M belong to sold properties whose sale price was above the relevant price threshold
even though their valuations were below it.
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Table A.2. Characteristics of recently certified multifamily/commercial properties in the City of LA

Year
2020 2021 2022 2023 2024 2025
Multifamily
Total 36 37 35 41 26 27
Sold 11 8 8 5 2 4
Units
Total 2704 2147 3492 2840 1428 1247
Mean 77 61 100 77 62 50
Median 44 40 41 51 50 38
P5 15 13 13 17 21 22
P95 212 208 333 250 124 110
Valuation
Total $463.0M $400.9M $612.6M $447.7M $335.0M $271.2M
Mean $12.9M $10.8M $17.5M $10.9M $12.9M $10.0M
Median $6.6M $6.9M $7.1M $7.8M $9.5M $8.2M
P5 $33.8K $149.0K $27.0K $41.0K $4.6M $5.2M
P95 $34.9M $40.2M $64.4M $30.6M $36.5M $19.9M
Commercial
Total 50 46 20 23 36 25
Sold 17 7 2 1 2 2
Valuation
Total $931.2M $1.6B $359.4M $677.7M $793.1M $1.0B
Mean $18.6M $35.2M $18.0M $29.5M $22.0M $41.9M
Median $9.2M $11.2M $8.5M $12.0M $12.0M $25.0M
P5 $16.8K $178.0K $4.8M $6.7M $5.8M $6.4M
P95 $69.9M $135.3M $44.3M $83.2M $53.5M $117.3M

SOURCE: Author calculations from Los Angeles Department of Building and Safety Certificate of Occupancy data
(LADBS, 2014), Commonwealth Title Company data, and CoStar transactions data.

Trends in Newly Built Multifamily and Commercial Property Holding Periods

Table A.3 presents the share of newly certified multifamily and commercial properties sold
within one, two, and three years of certificate of occupancy issuance. For multifamily properties,
the percentage sold within one year decreased from 14 percent in 2022 to 5 percent in 2023, then
rose to 8 percent in 2024. Multifamily sales within two years increased slightly between 2020
and 2022, reaching 17 percent in 2022, before falling to 7 percent in 2023 (a 41 percent decline
in the share transacting). Sales within three years peaked at 23 percent in the same year but we
cannot yet look at the three-year average share post-ULA since not enough time has passed.

Very few commercial properties transacted within 1 year—O0 to 3 percent per year, making
assessing patterns difficult. Commercial sales within two and three years both appear to have

decreased steadily over the years 2020-2022, though the decline comparing 2023 two-year sales
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(the latest period we can use a two-year window for) to the average share from 2020-2022 is 49

percent.

Table A.3 Share transacted within 1, 2, and 3 years of a certificate of occupancy

Year
2020 2021 2022 2023 2024

Multifamily
Percent sold within 1, 2, and 3 years of certificate of occupancy

1 year 3% 11% 14% 5% 8%

2 years 8% 16% 17% 7% -

3 years 17% 19% 23% - -
Commercial

Percent sold within 1, 2, and 3 years of certificate of occupancy

1 year 2% 2% 0% 0% 3%
2 years 14% 7% 5% 4% -
3 years 28% 13% 10% - -

SOURCE: Author calculations from Los Angeles Department of Building and Safety Certificate of Occupancy data,
Commonwealth Title Company data, and CoStar transactions data.
NOTE: Dashes indicate that the full lookahead period is not feasible at the current time (right-censored data). Bold,
italicized column headers and results indicate the post-ULA period.

The data indicate that developers in the City of Los Angeles tend to hold properties for
longer than 3 years before selling them, meaning a thorough analysis of holding period behavior
in the context of the ULA transfer tax will likely require more years of data than are available at
present. However, considering sales over the one-year time period, we find evidence consistent
with a qualitatively large decline in these sales when they would have started being subject to the
ULA tax.

We could not consider developments in other Los Angeles County jurisdictions for this
analysis because certificate of occupancy data varies widely in availability and completeness
between jurisdictions. Expanding this analysis to include properties located in other Los Angeles
County jurisdictions could provide valuable same-year comparisons of holding period patterns
between properties subject to ULA and those not subject to the tax; but this would require
significant data gathering and harmonization efforts. We also acknowledge that the percentages
presented in this section likely overstate the true share of properties sold within 1, 2, and 3 years
of development. This is because we identified unsold properties that would be subject to the
ULA tax based on their reported valuations from the Los Angeles Department of Building and
Safety data. These valuations tend to be conservative since they are used to calculate permit fees
and thus give incentive to underestimate. As a result, some unsold properties with market values
of more than $5 million may have been excluded from the denominator (all newly certified
properties that meet ULA value thresholds, whether they sold or not) in our rate calculations,
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meaning the rates themselves are likely overestimates. However, since this overestimation is
consistent across years, year-to-year comparisons should be unaffected.

Additional Evidence on the Effects of ULA of Multifamily Development
Transactions

Figure A.6 shows trends among 456 high-value transactions for commercial multifamily
properties inside the City of Los Angeles and in the rest of Los Angeles County since January
2021. Figure 1 shows the trends of these transactions over time. There was a dramatic decline in
the number of transactions in LA City in the second quarter of 2023, coinciding with the
implementation of Measure ULA. Panel B and C showcase the average building size and
transaction value for these properties. Compared to earlier sales, post-ULA transactions feature
somewhat larger properties with higher value. These changes suggest that taxes imposed by
Measure ULA could make transactions near $5.3 million less feasible.

Figure A.6. Number of Transactions and Property Characteristics Over Time
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Appendix B. ULA’s Effects on Housing Production Additional
Materials

This appendix provides details related to Chapter 4 of the main report, estimates of declines
in permitting caused by the Measure ULA transfer tax.

Data

Building a county-level permitting data set was one of the major tasks of this study. We
developed our analysis sample using data from the City of Los Angeles Department of Building
and Safety, Long Beach Community Development, Los Angeles County’s EPIC system, the Los
Angeles County Assessor’s Office, CA HCD’s Annual Progress Report data, and periodic
permitting reports from numerous smaller Los Angeles County municipalities.

Table B.1. Basic Descriptive Statistics of Large Multifamily Permit Analysis Dataset

City of LA City of LA Controls Controls
pre-ULA post-ULA pre-ULA post-ULA
Including ED-1 permits (main panel)
Permit count (N projects) 301 274 126 164
Total units permitted 25,066 22,117 10,970 12,814
Mean project size (units/permit) 83.3 80.7 87.1 78.1
Median project size (units/permit) 49 53 70 62
90th-percentile project size 180 153 170 135
Largest single permit 785 800 436 349
Excluding ED-1 permits (sensitivity panel)
Permit count (N projects) 301 216 126 164
Total units permitted 25,066 18,649 10,970 12,814
Mean project size (units/permit) 83.3 86.3 87.1 78.1
Median project size (units/permit) 49 56 70 62
90th-percentile project size 180 182 170 135
Largest single permit 785 800 436 349

SOURCE: Authors' tabulations of permit analysis dataset as described in text.

NOTE: Multifamily permits of 20 or more units. Pre-ULA = 1 January 2020 through 31 October 2022 (before the
November 2022 vote). Post-ULA = 1 May 2023 through 31 March 2026 (after the April 2023 transition). The transition
window (November 2022 through April 2023) is excluded from this table so each quadrant contributing to the steady
state analysis is cleanly defined; The 'Including ED-1 permits' panel is the main estimation sample; the 'Excluding ED-
1 permits' panel drops known permits issued under the City of Los Angeles Executive Directive 1 for affordable
housing and is used as the primary sensitivity specification. Sample covers 34 treated LA Community Plan Areas + 7
unincorporated Service Planning Areas and 15 larger LA County cities (Lancaster, Inglewood, Burbank, Long Beach,
Pasadena, Glendale, Gardena, Temple City, Culver City, El Monte, Pomona, West Hollywood, Palmdale, Whittier,
Norwalk); Santa Monica is dropped as it has its own ULA-like transfer tax. Exempt permits (LAHD-subsidized +
CTCAC ULA-exempt list) are removed from both variants. Project-size statistics (mean, median, 90th-percentile,
largest) are per permit (i.e., per project).
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These data sets were cleaned, harmonized and geocoded using a combination of human and
agentic Al coding work. In many cases, details of projects including status and exact location
were verified by extensive manual searches of Google Maps and the Los Angeles County
Assessor’s Parcel Lookup tool. Many details were further verified with web searches of City and
County documents and other sources of verification regarding the nature of permitted projects.

Table B.1 presents basic descriptive statistics for the analysis dataset of large multifamily
permits. This table focuses on the pre-ULA period of 2020 through 2022, omits the transition
period we estimate separately, and covers the post-ULA period of the second half of 2023
through quarter 1 of 2026.

Estimating a simple difference in differences result from this table using the basic formula
provided in Chapter 2 indicates a decline in permitted units that is remarkably close to our main
Poisson DiD estimate (-30.3 percent):

City of LA post-ULA — City of LA pre-ULA =22,117-25,066 = -11.8 percent
Controls post-ULA — Controls pre-ULA = 12,814 — 10,970 = +16.8 percent
DiD = City of LA difference — Controls difference =-11.8 — (16.8) = -28.6 percentage points

Table B.2 presents data on the share of permitted units in ED1 projects by quarter. The share
of ED1-associated permitted units among total permitted units in large multifamily developments
(20+ units) varies from 4.1 percent in late 2023 to a high of 32.8 percent in the second quarter of
2025.

Table B.2. ED1 Projects as a Share of Large Multifamily Permitted Units

Multifamily Units 20+

Date Total ED1 ED1 %
2023-Q2 2,684 0 0.0
2023-Q3 2,557 105 41
2023-Q4 1,412 223 15.8
2024-Q1 1,960 198 10.1
2024-Q2 1,022 333 32.6
2024-Q3 942 235 24.9
2024-Q4 1,807 255 14.1
2025-Q1 600 75 12.5
2025-Q2 1,159 380 32.8
2025-Q3 2,031 532 26.2
2025-Q4 2,257 479 21.2
2026-Q1 5,731 653 11.4
Total 24,162 3,468 14.4

SOURCE: Author calculations from Los Angeles Department of Building and Safety, Los Angeles City Planning, and
author collected data.
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Exploring the Q1 2026 Surge in Permitted Units

Figure B.1 shows the share of units from large apartment buildings in each quarter that were
from permit applications filed before the November 2022 election that ULA passed during. As
can be seen, this share steadily declines from around 100 percent in 2023 to just 14 percent in Q4
of 2025. But 74% of units permitted in Q1 2026 were from permits filed before ULA was passed,
suggesting the idiosyncratic clearing of a large backlog of permits in this quarter.

In the body of the report we discussed how this permitting backlog was related to guidance
from the Los Angeles Department of Building and Safety on a COVID-era forbearance program
that required permits to be issued for approvals during the City’s COVID-19 emergency
declaration period, or approvals would expire (LADBS, 2023). As a reminder, 91 percent of
large multifamily units permitted during this period were associated with older permits issued
between the 1% and 5™ of March, a window that captures the deadline for issuing permits that
used this special delay.

Figure B.1. Q1 2026 is a Significant Outlier in Terms of Permit Application Date

Share of MF 20+ units from applications filed before Nov 2022 (ULA-passage), by quarter

100% 100% 100%

98%

40%

20%

SOURCE: Author calculations from permit dataset as described in text.

Table B.3 shows the distribution of large multifamily projects by size in Q1 of 2026. As can
be seen, more than 40 percent of these projects are concentrated across 4 large projects filed
before ULA took effect. Indeed, more than 20 percent come from a single project (5035 W.
Coliseum Street) that is a partnership with the Housing Authority of the City of Los Angeles.
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Table B.3. Size Distribution of Q1 2026 Permits Filed in 2021 or 2022

Size bucket (units) Permits Total units % of 2021-22 permits % of 2021-22 units
20-39 (small) 10 331 28.6% 8.5%
40-59 (typical) 8 396 22.9% 10.1%
60-99 (larger) 6 455 17.1% 11.6%
100-199 (large) 7 1,065 20.0% 27.2%
200-499 (very large) ) 868 8.6% 22.2%
500+ (mega) 1 800 2.9% 20.4%

SOURCE: Author calculations from permit dataset as described in text.

Model Information

Our main model to estimate the effect of the ULA tax on permitting is a Robust Poisson
count model (GLM with log link) with cluster robust standard errors. This model is nearly
identical to our main transaction model:

Log(E [Y]t]) =pj+ 6 + y(treatj X transitiont) + [)’(treatj X postt) + I'X;,.

We regress a count of permitted units from large multifamily new construction permits in region
J in semiannual period t, (Y;,), via a log link function on geographic region fixed effects
(Community Plan Areas in the City of Los Angeles and other municipalities in Los Angeles
County shown as p;) and period fixed effects (6,), a common transition period fixed effect (the
interaction of a LA City indicator and an indicator for the first half of 2023, yielding coefficient
y) and a set of geographic region-by-period covariates (X;.). The coefficient of interest is the
steady-state estimate of the post-ULA difference in permitted units (the interaction of a LA City
indicator and the post-transition ULA period, given by f).

Testing Alternative Models

As we mentioned above, one step we take to support the conservative estimate we use to
calibrate our estimates of revenue losses and results of potential ULA reform is to estimate
multiple alternative versions of our main model to compare the stability of estimates under a
variety of statistical approaches and ways of handling the outcome variable.

We estimate a series of notable variations on our main model to test the sensitivity of our
main estimate to a specific functional form or way of handling the outcome. The series of
alternate models are:

e An OLS model with an output equal to the log of “units + 1”. This is a common, if
imperfect approach to deal with zeros in the otherwise convenient logged outcome format
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that provides a fairly straightforward percent change interpretation (Mullahy and Norton,
2024)

e An OLS model that uses a count of units and derives a percent change by comparing the
estimated difference in counts with the average count over a baseline period (we use two
definitions of this baseline period to further test sensitivity:

— 2020-2022, a period that includes the year of the COVID pandemic, which created a
dramatic slowdown in activity across the economy;
— 2021-2022, a post-COVID period that saw a notable increase in activity permitting.

e A Poisson GLM model that uses projects instead of units as the outcome.

Across all the models in panel A (that include the first quarter of 2026), estimates for unit-
based outcomes vary by no more than 2.4 percentage points (8 percent) and our main estimate is
in the middle of this small range. Even the model using permits rather than units is qualitatively
close to the main estimate. The precision of these estimates is broadly similar to the main
estimate with the exception of the Poisson model using a permit-count outcome, which is notably
more precise (the one-tailed t-test is directly on the margin of statistical significance). This is
consistent with a meaningful share of imprecision coming from the “lumpy” nature of the
outcome, as previously mentioned.

Model Results

Table B.4 presents the full set of estimates including our main model and a series of
variations on each model that alternately exclude ED1 projects or exclude Q1 of 2026.
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Table B.4. Difference-in-Differences Estimates Using Multiple Alternative Modeling Approaches

Specification N Clusters B SE % change p-value
Main Poisson DiD model: include o
2026, include ED1 715 55 -0.3617 0.3611 -30.3% 0.3165
Main Poisson DiD model: include o
2026, exclude ED1 702 55 -0.6865 0.3617 -49.7% 0.0577
I\E/IS|1n model transition period: include 715 55 -0.1476 0.3060 13.7% 0.6295
I\EASI1n model transition period: exclude 702 55 -0.1476 0.3061 13.7% 0.6296
Alt Poisson DiD model: exclude 2026, 660 55 0.4726 0.3593 37.7% 0.1884
include ED1
Alt Poisson DiD model: exclude 2026, o
exclude ED1 648 55 -0.8263 0.3609 -56.2% 0.0220
Alt OLS model (outcome is units): o
include 2026, include ED1 715 55 -39.4594 38.2165 -32.6% 0.3018
Alt OLS model (outcome is units): ) ) o
include 2026, exclude ED1 715 55 65.6012 38.7908 54.2% 0.0908
Alt OLS model (outcome is
log(units+1)): include 2026, include 715 55 -0.3854 0.4879 -32.0% 0.4295
ED1
Alt OLS model (outcome is
log(units+1)): include 2026, exclude 715 55 -0.7748 0.4835 -53.9% 0.1091
ED1
Alt Poisson DiD model: permit counts, ) ) o
include 2026, include ED1 715 55 0.4158 0.3136 34.0% 0.1848
Alt Poisson DiD model: permit counts, o
include 2026, exclude ED1 702 55 -0.7883 0.3165 -54.5% 0.0128
Alt OLS model (outcome is
log(permits+1)): include 2026, include 715 55 -0.1580 0.1248 -14.6% 0.2053
ED1
Alt OLS model (outcome is
log(permits+1)): include 2026, 715 55 -0.2729 0.1252 -23.9% 0.0293

exclude ED1

SOURCE: Author estimates from derived permit data as described in text.

NOTES: One row per specification. The Main Poisson DiD model is the main estimate for forgone revenue and
reform simulations; all other rows vary that spec along one dimension (transition-period coefficient from same fit; drop
2026; OLS on units; OLS on log(units+1); permit-count outcome under Poisson; OLS on log(permits+1)). B is the
steady-state DiD coefficient. For Poisson and OLS-log rows, % change = (exp(j)-1)-100; for OLS-on-units rows, %
change = B / treated pre-ULA mean units per cluster-half. SEs are cluster-robust at geographic unit level. p-values
are from a two-tailed t-test.
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Appendix C. Rent Growth Analysis Additional Materials

This appendix chapter presents more detail on the rent growth analysis in Chapter 5.

Our Approach — Two Distinct Comparisons

We use data from CoStar—a major commercial real estate data and analytics platform that
tracks a large set of multifamily residential property characteristics, including rent history data—
to generate three groups of multifamily properties in and near Los Angeles (LA). The groups are
classified as follows:

1. Properties that sold for more than $5.3 million within LA after April 1, 2023!8

2. Properties that sold for more than $5.3 million within LA between January 1, 2021 and
March 31, 2023 (i.e., before the policy and therefore not subject to the tax)

3. Properties sold for more than $5.3 million outside of LA (but within LA County) between
April 1, 2023 and January 1, 2025 (i.e., contemporaneous transactions not subject to the
tax due to location)

This setup facilitates two complementary DiD approaches. The first estimates the effect of
the ULA tax by comparing post-sale rental trends among “treated” buildings in the city to
“untreated” buildings that sold in the recent past in the same market and were, thus, subject to all
the same regulations and specific location considerations of buyers and sellers as well as tenants.
The second compares post-sale rental trends among “treated” properties to contemporaneous
“untreated” transactions outside LA, which can effectively control for any broader regional
housing market conditions that may not be completely captured by the flexible controls for time
(quarter fixed effects) we use. Together, these two comparisons can help to deliver a more
compelling causal interpretation of any effects of ULA on rental prices. Table C.1 summarizes
key characteristics of these comparison samples.

We then obtain property-level quarterly rent data from CoStar for each of the groups. As
shown in Table C.2, properties across the three groups are broadly similar in terms of building
age and pre-sale rent levels. Properties subject to the ULA transfer tax tend to be somewhat
larger in size, which explains their higher average sale price. These similarities support the
comparability of treatment and control groups, although we further account for residual
differences through fixed effects specifications.

18 We exclude the top 7 largest properties in this group, as they could skew the analysis. These outlier properties
have 315 to 687 units and were sold between $122 to $466 million.
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Table C.1. Selection Criteria for Properties in Three Analysis Groups

Group Location Sale Price Sale Date Measure ULA Exposure N
Treated Los Angeles City > $5.3M After Apr 1, Subject to ULA tax 123
2023
Control 1 Los Angeles City > $5.3M Before Apr 1, Not subject (pre-ULA) 175
2023
Control 2 Other Cities (LA > $5.3M After Apr 1, Not subject (outside LA City) 61
County) 2023

NOTE: the table demonstrates three groups of properties used in the analysis. In control group 2, we include
properties sold in Alhambra, Beverly Hills, Burbank, Inglewood, Long Beach, Manhattan Beach, Malibu, Marina Del
Rey, Pasadena, and Torrance.

Table C.2. Characteristics of Properties in Analysis Sample

Group Units Year Built Sale Price Rent (Before Sale)
Treated 78 (113) 1976 (31) $26.2M ($42.8M) $2694 ($1250)
Control 1 59 (80) 1972 (32) $19.9M ($27.6M) $2464 ($952)
Control 2 40 (46) 1968 (20) $15.2M ($21.8M) $2719 ($1205)

NOTE: The table demonstrates summary statistics for three groups of properties used in the analysis. Each cell
shows the average value. Standard deviations are noted in the parentheses.

To formally assess whether rent growth differs across groups following the policy, we
estimate DiD models using the natural logarithm of asking rent as the outcome variable (results
from this transformation have a straightforward interpretation as percent changes). Treatment
timing is defined as the quarter of the sale transaction for each property. We normalize event
time across properties and restrict the analysis window to six quarters before and five quarters
after the transaction. We also include property and year fixed effects, which absorb time-
invariant property characteristics and common temporal shocks.

Table C.3. Difference-in-Differences Estimates of Rent Increases

Comparison Percentage change Coefficient Standard Error
Treated — Control 1 1.67% 0.017** 0.005
Treated — Control 2 1.44% 0.014** 0.005

NOTE: The table shows the estimations from a two-way fixed effects difference-in-differences model with property
and year fixed effects. Each row shows results from one model specification. * p-value < 0.1; ** p-value < 0.05; *** p-
value < 0.01.

Results from this model using either comparison approach indicate that average rents per unit
in treated properties over the first six quarters after a sale increase by between 1.4 and 1.7
percent on average more than comparable properties.

To further examine the nature of this average rent difference, we estimate event study
specifications that estimate rent changes in each quarter. Figure C.1 presents estimated rent

48



changes for each quarter relative to the sale transaction date. For the within-Los Angeles
comparison, prior to the sale, there is some evidence of a small pre-trend among to-be treated
buildings but in the year prior to the sale, but only the five quarters before the sale is this
difference statistically distinguishable at the 95 percent confidence level. For the inside-/outside-
Los Angeles comparison, there is little evidence of a meaningful pre-trend at all.
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Figure C.1. Event Study Estimates of Rent Growth Around Sales

Panel A. Comparison within the City of Los Angeles pre-/post-ULA
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DiD Coefficient (% Rent Difference)
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Panel B. Comparison inside/outside the City of Los Angeles post-ULA

Sale Date

DiD Coefficient (% Rent Difference)
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Quarters Relative to Sale Date

@ Post-Sale @ Pre-Sale

NOTE: These figures shows estimates from an event study version of the difference-in-differences models in Table
4.3. Each dot is a point estimate for one period, comparing rent growth in the treated group against the control group.
Blue dots represent pre-sale estimates, and red dots represent post-sale estimates. The vertical bars mark the 95%
confidence interval for the point estimates.

After the transaction, rent growth in treated properties increases modestly in both
comparisons. The rent divergence becomes steeper (and statistically significant) by the third or
fourth quarter post-sale in both comparisons, a lag that is consistent with the time needed for
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most leases to turn over. By the fifth quarter after a sale, treated properties exhibit rent growth
approximately 4 percent higher than comparable pre-ULA transactions within the City of Los
Angeles.

In the rest of this Appendix, we provide additional supporting materials and technical details
related to this analysis.

Additional Supporting Materials and Technical Details

Rent Growth Trends for the Three Comparison Groups

Figure C.2 compares trends in asking rents across the three groups. The shaded areas
represent the 95 percent range of rents across properties in each group. Overall, rents in the
treated group track closely with those of properties sold outside LA, while properties sold prior
to Measure ULA exhibit somewhat lower rent levels. Importantly, the overlapping confidence
bands suggest that pre-treatment differences are not statistically significant.

Figure C.2. Trends of Average Rent per Unit across Three Groups
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NOTE: The figure shows the rent trends for three groups. The shaded areas mark the 95% range from all properties’
rents in each group.

Difference-in-Differences Model
We estimate the following DiD specification:

log (Rent;;) = B(Treated; X Post;;) + u; + A + €;¢
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where:

e Rent;; is the average asking rent per unit for property i in quarter t;

e Treated; is an indicator equal to 1 if property i is subject to Measure ULA;

e Post; is an indicator equal to 1 for quarters after the transaction of property i;

e [ captures the differential change in rent growth for treated properties after the policy.

e u; are property fixed effects, capturing time-invariant property characteristics (e.g.,
location, quality, size);

e . are year fixed effects, capturing common market-wide shocks.

This model effectively controls for bias from time-invariant differences across properties and
common temporal trends.

Event Study Specification

To examine dynamic effects, we estimate the following event study model:

log (Rent;;) = z Br (Treated; X DX) + p; + A, + €

k+-—1

where:

e DY is an indicator equal to 1 if quarter t is k periods relative to the transaction of
property i (e.g., k = —2 is two quarters before sale, k = 3 is three quarters after);

e the omitted category is k = —1, the quarter immediately before the transaction;

e [3x traces out the dynamic treatment effect over time.

This specification allows us to test the parallel trends assumption (i.e., §; = 0 for k < 0) and
to observe how treatment effects evolve after the transaction.

Identification Assumptions
The identification strategy relies on the following assumptions:

1. Parallel Trends: In the absence of Measure ULA, treated and control properties would
have followed similar rent growth trajectories.

2. No Differential Anticipation Effects: Property owners do not systematically adjust rents
prior to the transaction in anticipation of the tax.

3. Stable Composition: The set of properties within each group is comparable over time,
conditional on fixed effects.

The event study results provide empirical support for the parallel trends assumption, as pre-
treatment coefficients are close to zero and statistically insignificant.
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Estimation Details

e Standard errors are clustered at the property level to account for serial correlation.

e The estimation window is restricted to six quarters before and five quarters after the
transaction.

e All models are estimated separately for comparisons with Control Group 1 (pre-policy
LA transactions) and Control Group 2 (contemporaneous non-LA transactions).

Limitations

This analysis has some limitations. Specifically, we focus on higher-value properties and short-
to medium-term adjustments following transactions. If there are independent, time varying factors
specific to a certain class of buildings within the City of Los Angeles that developed at the same
time ULA was implemented (though we are not aware of any such factor), this could confound
our estimates.
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Appendix D. ULA’s Fiscal Tradeoffs and Potential Reforms
Additional Materials

This appendix chapter presents details of our approach to estimating forgone revenue and
modeling a targeted ULA tax reform.

Estimating Forgone Municipal Revenue and Jobs from ULA’s Unintended
Consequences

We generate an estimate of the forgone municipal funding from ULA’s effects on
transactions and housing production by focusing on the following set of funding channels:

e Property tax revenue that would have been realized and compounded over time if the
counterfactual level of sales in a world without ULA had occurred.

e One time revenue from the existing documentary transfer tax.

e Impact and development fees that accrue to a number of municipal agencies including the
LA Department of Water and Power, the Department of City Planning, LAUSD, and
others. These estimates are conservative since we do not fully account for projects that do
not use density bonuses and, thus, are assessed the linkage fee and we also do not attempt
to estimate non-residential development fees (we could not find a credible way to
estimate square footage from existing permit data, the metric for assessing fees).

e Sales and use taxes on building materials for new units.

e Business taxes for construction projects.

e Rental tax for new multifamily units. We forgo estimating commercial rental tax for the
same reason as impact and development fees.

We compound property tax and rental tax revenue since these recur annually. Our
calculations of forgone revenue from Q2 of 2023 through Q1 of 2026 are left in nominal terms
(no adjustment for time). But our calculations of 10-year forgone revenue figures are
discounted/adjusted to be in terms of projected 2027 dollars (we anchor on the earliest date any
ULA reform would be expected to go into effect).

Finally, we generate a conservative calculation of the creation of direct construction jobs
based on an average per unit construction cost and the heuristic share of cost that accrue to labor.
We assume an average per unit total development cost (TDC) of $350,000 and a 60-unit
building. We then assume 50 percent of TDC is hard costs and 60 percent of hard costs are labor.
This amount is divided by $60,000 for a full-time equivalent construction job—we assume
$55,000 multiplied by 1.0765 to accommodate payroll taxes and round up to $60,000—based on
approximate construction salaries in Los Angeles across multiple job posting sites (ZipRecruiter,
undated; Indeed, 2026). This yields an estimate of 105 new jobs for every 60-unit building at a
TDC of $21,000,000.
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We note that a common source of estimates for construction industry job creation, the
Associated General Contractors of America (AGCA) model (AGC, undated), estimates direct job
creation to be roughly 50 percent higher than our estimates (157 rather than 105 for our
estimated effects of a new, 60-unit building) and also estimates another 20 indirect jobs as well
as another 59 “induced jobs” so our estimate should be considered highly conservative.

Table D.1 provides the specifics of rates, and other metrics that we use in these calculations.
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Table D.1. Sources of Revenue and Jobs Calculations Used in Fiscal Tradeoff Analysis

Parameter Value Units Source or derivation
TRANSFER & PROPERTY TAX
Documentary transfer tax Los Angeles City Clerk & LA County Registrar-Recorder
. Y . 0.56% of sale price  current fee schedule ($1.10 per $1,000 city + $4.50 per
(City/County combined)
$1,000 county)
Property tax, base 1.18% of assessed LA County Auditor effective rate (1% Prop 13 ad valorem
effective rate e value, annual + voter-approved debt service, city-wide average)
Share to city general fund  18% of total LA CItY Controller allocation (Proposition 13 countywide
property tax allocation)
Share to LAUSD 25% of total LA Couqty Audltor.allocatlon to LAUSD (Prop 13
property tax countywide allocation)
Resultmg city property tax 0.2124% of assessed = base rate times city share
rate (derived) value, annual
Resulting LAUSD 0.2950% of assessed = base rate times LAUSD share

property tax rate (derived)

value, annual

RENTAL TAX (BUSINESS LICENSE ON RENTAL RECEIPTS)

Rental tax rate

Average rent per unit per
month

Vacancy rate

Derived: rental tax per
unit per year (after
vacancy)

$1.27 per of gross rental

$1,000
$3,853
7.0%

$54.61

receipts
$/month

of units

$/unit/year

LA City business tax rate for rental of residential real
property

CoStar 50-200 unit post-2020 LA City multifamily average
CoStar stabilized occupancy rate, LA City multifamily

= rent x tax rate x 12 x (1 - vacancy); compounds across
cohorts

BUSINESS TAX ON NEW BUILDINGS

Business tax per new 60-
unit building

Average units per new
MF building

IMPACT FEES

Total impact fee per unit

Non-LAUSD impact fees
LAUSD impact fee

$21,210

73

$35,000

$28,000
$7,000

$/building

units/building

$/unit

$/unit
$/unit

LA City business tax schedule, illustrative 60-unit
stabilized building; scales per building, not per unit
Empirical MF 20+ distribution (Commonwealth + b4 permit
panel, pre-ULA)

LA City Planning fee schedule; combined transportation +
park + affordable housing + public art + LAUSD school
facility fees

= total x (1 - LAUSD share)
= total x LAUSD share

SALES AND USE TAX (BUILDING MATERIALS)
Construction cost per unit $350,000 $/unit

LA-area MF 20+ construction cost estimate, 2024 dollars
(Turner and RSMeans indices)

of total _ . ) .
Hard cost share 60% construction Indusltr.y standard .(soft costs = design, financing,
cost permitting, marketing ~ 40%)
CI\;/CIJa;tte;rlals share of hard 50% of hard costs  Industry standard (remainder = labor)
Combined LA sales/use 9.75% of taxable LA City combined state + county + district sales and use
tax rate B price tax rate
City share of combined 309% of combined  Bradley-Burns 1% portion + LA City-specific
sales tax ? tax transaction/use tax portion
perlved: sgles/use tax to $10.238  $/unit = cost x hard share x materials share x tax rate x city
city per unit share
CONSTRUCTION JOBS
Full-time-equivalent jobs 105 FTE- = $21M project x 60% hard x 50% labor / $60k per FTE-

per new 60-unit building

years/building

year

SOURCE: Author calculations from relevant documentation as discussed in the text.
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A Visual Presentation of the Modeling Approach for Calculating Forgone
Revenue and Targeted Reform Outcomes

This figure uses a flow-chart style path to provide a visual explanation of how our model
generates estimates of revenue, housing units, and jobs. The flow throughout this diagram
mirrors very accurately the operation of our model.

Figure D.1. Modeling Outcomes from a Targeted ULA Reform Policy

Transaction channel Production channel

ULA's effect on >$5M sales ULA's effect on multifamily permits

________ { [N, y ¢ Y

| v
H '
1 Single-family | | Older commercial | | Newer commercial Multifamily 20+ unit permits
1 % $=M transactions) | e e
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[ 1
i Reform: no change E Reform: cap at 2% Reform: exempt (0%) Reform: exempt (0%)
[ 1
' §  of pre-U
i Status quo ' Partial recovery of Ell recoverylof pre:ULA
' X . . [ IN—— . transaction volume + Full recovery of pre-ULA
1 transaction level I |pre-ULA transaction volume 3
! i previously delayed sales production level
’
\
'
i
! r r
'
H Recovered commercial transactions Recovered multifamily units
'
E higher transaction level x higher average net taxable value incremental units built per year
H
H \ \
: |
'
1
Documentary Property tax g Impact Sales/use Business Rental
transfer tax : fees tax tax tax
1.18% total i
0.56% total g LAUSD 20% City (B-B) 1% City only City only
. " City 18% / LAUS! N
City 0.45% / County 0.11% N All other 80% All other 8.75%
Other 57% q
H
I I H
I v
H
H
v
Y VYV ' | ] ] (X} ] ] [ '

City of LA LAUSD ULA Other

elated . Construction
+ related agencles (County, state, special districts) e
City DTT/Prop tax share, PT share + LAUSD impact-fee sh fordable housi County DTT (0.11%), residual PT (~57%
sy e share + impact-fee share] atriniehing sty DT (50, rsiGun T ) R
D enant protections non-City sales/use including Measure cquivalent years

How to read this diagram

(1) The two channels at top are the empirically estimated effects of ULA on (a) high-value transactions and (b) multifamily permits.
(2) Reform changes the effective tax rate for two of the three transaction sub-channels - partial recovery for older commercial (capped at 2%),
full recovery of newer commercial plus a stream of previously delayed sales. Single-family is unaffected by reform.

(3) Recovered activity feeds revenue streams; revenue streams flow to four major agency/use groupings. Construction jobs are tracked as a non-fiscal outcome.

Dashed arrows = no-bounceback or residual-recipient pathways. Solid arrows = active reform-driven flows.
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Estimates Underlying Our Modeled Results

Two difference-in-differences estimates drive the modeling for forgone revenue and targeted

reform:

A Poisson regression of high-value transaction counts (over $5 million) on a panel of
geographic units (Community Plan Area for City of Los Angeles and local jurisdiction
for the rest of Los Angeles County) by month, with cell-mean controls (broad zoning
shares, parcel area, land-to-improvement ratio, prior assessed value, residential unit
count, log net-taxable value), geographic fixed effects, quarter fixed effects, and separate
March and April 2023 transition-month indicators. The estimated average effect of ULA
is a 31.1 percent decline in transactions over $5 million (plausible range, one standard
error: 25.6 to 36.1 percent decline). For the fiscal model, we further split this into
channel-specific effects estimated on the same model framework: a 27.9 percent decline
for single-family residential sales above $5 million and a 44.3 percent decline for non-
single-family sales (a within-non-SF weighted average of the multifamily-amenable and
other commercial/manufacturing subgroups, weighted by their pre-ULA shares of the LA
non-SF >$5M market). Using channel-specific rates rather than the pooled average is
important for fiscal modeling because the proposed reform applies different treatment to
SF and non-SF sales, and the underlying causal effect of ULA differs across these
segments.

A semiannual Poisson regression of multifamily unit production (20+ unit
buildings) on a panel of 34 Community Plan Areas in the City of Los Angeles plus 7
unincorporated LA County Statistical Planning Areas and 14 comparison cities, with a
separate transition-period adjustment for the first half of 2023. The main estimate is

a 30.3 percent decline in production (plausible range: a 51.5 percent decline to a 0.1
percent decline). As a sensitivity, we also report an estimate that excludes permits
associated with the city’s Executive Directive 1 (ED-1) fast-tracking of affordable
housing, which produces a larger implied ULA effect of a 49.7 percent

decline (plausible range: 27.7 to 64.9 percent decline).

Figure D.2. Main Causal Estimates Used in Model

Transactions over $5M
f—o—

Poisson regression with cell-mean controls

Multifamily permits (main) 1

Semiannual Poisson regression

Multifamily permits (excluding ED-1) |
Same model, ED-1-flagged permits removed

NOTES: This figure shows the magnitude of the main estimates used to make forgone revenue and targeted reform
calculations and the one-sigma range used to bound these results. The thick black line is 0%.
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Scaling the Effects of ULA to the Capped ULA Tax Rate

The reform reduces the tax rate on the affected non-single-family segment from the current
blended average of 5.17 percent to a 2 percent cap, and exempts new construction entirely (under
15 years old). Single-family sales continue to face the current tiered rates and are unaffected by
the reform. We assume the residual suppression of non-single-family transactions and
multifamily permits scales linearly with the tax rate, consistent with the transfer-tax elasticity
literature. Under this assumption, a 2 percent cap implies residual non-SF transaction and permit
suppression at 0.39 of the current magnitude (2.00 / 5.17 = 0.387). This scaling is applied
separately to the non-SF transactions channel and the permits channel, each retaining its own
plausible range. The SF transactions channel is not scaled, since SF sales continue paying full
status-quo ULA rates under reform.

Figure D.3. Linearity Assumption for Effects of ULA Reform Tax Cap

2% reform tax cap Current average rate (5.17%)

s Non-SF transactions over $5M

----- SF transactions over $5M

Multifamily permits (main)

s Permits (excluding ED-1)

30%

10%

Residual effect on transaction or permit volume (%)

ULA tax rate applied to non-single-family sales

Under the linearity framework, reform reduces the ULA effect in proportion to the reform cap relative to the current average rate.

NOTES: This figure shows how we use a linear scaling approach to convert our main causal estimates into
responses to capped tax rates in modeling the effects of targeted reform.

Additional Model Components
Two additional empirical anchors underpin the model:

e Addressing compositional shifts in net taxable value under ULA. Both empirical
evidence from this study and theory suggests that ULA causes a compositional shift—
high-value transactions that proceed under a high transfer tax skew toward distressed or
developer-held properties with depressed assessed value, while potential sales that reflect
substantial improvements will be more likely to be held off the market. For this reason, in
estimating market recovery under a reduced tax rate we use prices and assessment values
from a pre-ULA (2021-2022) donor pool, trimmed to the upper half of the net taxable
value distribution within price bins (we bin this “donor pool” into deciles of observed
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prices above $5 million). This yields an average non-single-family price of $12.3 million
and an average net taxable value increase at sale of $7.0 million per transaction.

ULA revenue calibration to accommodate unobserved transactions. The
Commonwealth transaction database used throughout this analysis misses many ULA-
paying transactions, primarily corporate and entity-level transfers that do not appear in
traditional deed records. The shortfall is concentrated almost entirely in the non-single-
family segment. Our matching approach to computate ULA revenue from
Commonwealth-observed counts and donor-pool prices therefore understates the
observed $445 M/year total in non-single-family flows while matching single-family
flows closely. We apply separate calibration factors of 0.97x for single-family and
2.75% for non-single-family ULA revenue (preserving the empirical 41%/59% SF/non-SF
split observed in the city ULA roll). These factors are applied to ULA revenue only, not
to property or transfer tax channels, which are identified from the same observed sample
on both sides of the causal comparison.

Limitations and Key Assumptions

Our model makes multiple assumptions that lean toward underestimating both the level of
forgone revenue under the ULA status quo and the level of economic gains that would be

realized from the targeted reform of ULA that we consider. However, the model has important

limitations and it hinges on a number of key assumptions.

Static steady-state projections. We hold annual transaction counts, prices, and unit
production constant over the projection window (beyond short-term dynamics for the first
year of reform and the 18-month backlog release). We do not model business-cycle
variation or predict changes in medium-term market growth or decline.

Linear growth in sale prices and assessment values. We discount future fiscal flows at
the 3.1 percent Federal Funds projected rate and assume no nominal growth in prices or
assessment base beyond that. A more complex projection could apply differential growth
rates.

Linearity of reform response. The central assumption that residual ULA suppression
scales linearly with the tax rate is supported by transfer-tax elasticity studies but could be
adjusted in either direction.

Single-family share of ULA revenue. We use 40 percent as the share of ULA revenue
coming from single-family sales based on prior calibration; the empirical share of
transactions by type subject to the ULA tax in the Commonwealth data is 60-70 percent,
reflecting that single-family transactions are more numerous but individually smaller.
Sensitivity to this parameter has not been formally tested.

Backlog size. The 67-transaction backlog estimate draws on observed holding-period
shifts across the adoption of ULA in Chapter 3; the actual backlog of withheld sales
could be larger or smaller.

ULA revenue calibration factor. The split 0.97% (single-family) and 2.75% (non-single-

family) factors capture the differential coverage gap in the Commonwealth transaction data:

deed-recorded single-family sales are nearly fully observed, while corporate and entity-level

transfers in the non-single-family segment are systematically under-represented. If future data
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reconciles the non-single-family coverage gap, the non-single-family factor should fall toward
1.0.
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Appendix E. Challenges for Housing Production Under ULA

In this appendix chapter, we first discuss some key aspects of the complex topic of affordable
housing funding, which has evolved in recent decades in response to rising costs, greater
competition for resources, and increasingly targeting lower income levels over time. We then
describe ULA’s unusually restrictive funding rules and discuss how they are likely to influence
the ability of developers to attract private capital and to combine ULA funding with other
commonly used public funding sources. We then discuss three illustrative scenarios for projects
using ULA funds and how, despite permanence and substantial revenue available to ULA, it may
do little to address the fundamental challenges of developing deeply subsidized affordable
housing.

Challenges with the Traditional Capital Stack

Affordable housing development in Los Angeles depends on a complex assembly of scarce
financial resources. Understanding why requires a close look at both the competitive, limited
nature of public subsidy programs and the income constraints imposed by affordable rents.

Public funding sources in affordable housing finance typically function as a gap-filler: once
private capital has been committed to the maximum extent feasible given investors' underwriting
requirements and expectations on returns, the public lender provides the remaining financing to
close any gap. This structure allows public dollars to leverage private investment and produce
more housing per dollar of public funds.

Maintaining that private participation depends on the public lender structuring its
participation in ways compatible with private investor requirements. When a public lender
imposes requirements — steeper affordability targets, additional covenants, labor standards —
those additional costs and risks typically lead private investors to reduce loan amounts, increase
interest rates, or discount tax credit equity pricing.!” The net effect is that the additional
requirement reduce private investment and require more public gap funding.

A public lender may also intentionally design programs that shrink or exclude private
investment — for example, by targeting rent requirements that are so low that no private debt
can be supported by the operating income from the development. In such cases, the public lender
must provide substantially more, or perhaps even all, required capital. This approach may serve
policy goals, such as targeting deep affordability, but it does so at a significant cost: each dollar

19 Tax credits awarded to affordable housing developers by the federal Low Income Housing Tax Credit (LIHTC)
program or similar state programs are converted into financing by selling them on to investors at a discounted rate.
The resulting cash is used to provide a substantial share of funding for the development.
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of private investment forgone must be replaced with a public dollar. We return to the
repercussions of such choices shortly.

The Structure of Affordable Housing Finance

The vast majority of affordable housing developments are financed through a combination of
LIHTCs, limited private debt, and a collection of “soft sources” provided by various government
programs. This collection is referred to as the “capital stack.”

Government sources such as LIHTCs, tax-exempt bonds, and municipal loan programs are
scarce relative to demand for them. Developers apply for these resources through competitive
application processes that are expensive, time-consuming, and uncertain. Developers often apply
multiple times before receiving an award to their project and each unsuccessful application cycle
can delay a project's construction start by a year or more.

Private debt—a mortgage on an affordable project—can only be sized to the level of income
the property generates. Since affordable rents are set below market rates, a project's debt capacity
is inherently limited. The deeper the affordability target, the less private debt the project can
support through rental income flows.

Projects serving tenants at the deepest affordability levels — Acutely Low Income (at or
below 15 percent of Area Median Income) and Extremely Low Income (at or below 30 percent
AMI) or Very Low Income (at or below 50 percent AMI) — typically cannot generate sufficient
income from tenant rents alone to cover operating expenses, fund required reserves, and service
private debt. A rental payment subsidy is therefore essential to financial feasibility.

For such projects, lenders rely on Project-Based Vouchers (PBVs) to bridge the gap between
what very low-income tenants can pay and what the project needs to pay expenses. A PBV
contract effectively guarantees a portion of rental income, providing lenders with the income
certainty they require to underwrite a loan.?’ In Los Angeles, PBVs are currently scarce or
unavailable through most issuing agencies, making projects that require them for financial
feasibility increasingly difficult to advance.

Measure ULA was adopted to address these constraints by creating a permanent, locally
controlled source of revenue dedicated to expanding the supply of deeply affordable housing in
Los Angeles, explicitly directing resources toward projects serving Acutely Low and Extremely
Low-Income households. Whether ULA's programs will succeed in that mission is an open
question.

20 In contrast, tenant-Based Vouchers (Section 8 Housing Choice Vouchers) follow the tenant rather than the unit.
Because they are not guaranteed to remain at any particular property, lenders will not rely on them when estimating
a project's income.
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Financing Scenario Comparisons

To illustrate the practical effects of different funding structures, three financing scenarios
have been modeled using a fictional but representative 110-unit new construction affordable
housing project. All three scenarios (see Figure D.1) assume 60 units restricted to households at
30 percent of Area Median Income (AMI) and 50 units restricted to 50 percent AMI, with a
Project-Based Voucher (PBV) contract providing approximately 53 percent of total project
income. Under a PBV contract, tenants pay 30 percent of their income toward rent, and the
voucher pays the difference between that amount and a government-determined contract rent.
The scenarios below describe the capital stack and financial dynamics at permanent financing —
the sources in place once construction is complete and the project moves into long-term
operation

The absence of a PBV contract has profound impacts on a project’s financial feasibility.
Figure D.2 compares project finances with and without PBVs, the feasibility of ULA and impact
to program usability. The changes to unit mix, affordability levels, and associated rents are also
detailed in Figure D.2.

Scenatrio 1: Typical City of Los Angeles Financing (4% LIHTCs, Tax-Exempt Bonds,
HHH)

Table D.1, Scenario 1 represents a deal structure common in Los Angeles: a project financed
with 4% Low Income Housing Tax Credits, tax-exempt bonds, a Proposition HHH-funded soft
loan, and other soft sources.

Total development costs (TDC) are $75,000,000, or $681,818 per unit. The capital stack at
permanent financing consists of:

e A Tax-Exempt Bonds Permanent Loan provided by a private bank — analogous to a
home mortgage, with required monthly payments that, if missed, put the project at risk of
foreclosure. This is the project's hard debt.

e Federal LIHTC Equity — a non-repayable equity contribution analogous to a down
payment. The project must meet IRS compliance requirements during construction and
for the first 15 years of operation to retain LIHTC eligibility.

e A City of Los Angeles loan from the HHH program, capped at $140,000 per unit under
that program's requirements.

e Two additional 'soft loans' repaid only from available cash flow after operating expenses
and hard debt service are paid.

Two factors determine the initial tax-exempt bond amount. First, it must constitute at least
25% of the project’s “Eligible Basis” under IRS rules (to qualify the project for 4% credits).?!

21 Eligible Basis is the total of all allowable depreciable costs related to acquiring, rehabilitating, or constructing a
tax-credit-supported development. This excludes, for example, land costs, permanent financing fees, and lease-up
costs.
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The California Debt Limit Allocation Committee (CDLAC) limits the amount to approximately
25% to ensure equitable distribution of bond capacity across the state. Secondly, the permanent
loan amount must be supported by expected rental income. In this scenario the Tax-Exempt
Bonds Permanent Loan is set at $16,575,000—below the $20,122,697 maximum the project's
income could theoretically support—reflecting the CDLAC limit rather than income
constraints.??

After paying operating expenses, reserves, and hard debt, remaining cash flow is shared
between the owner and soft loan repayment. If income falls short or expenses rise, cash flow
shrinks and the City's ability to recoup its soft loan declines accordingly.

To close the gap in a $75,000,000 capital stack, the project requires an award of PBVs, the
City HHH contribution, and two additional competitive soft loans—each of which must be
sought through a separate, time-consuming, and uncertain process.

Scenario 2: ULA Multifamily Program

Table 5.1, Scenario 2 reflects ULA serving as the new source of municipal gap financing for
4% LIHTC and bond projects. A significant cost driver in this scenario is the ULA Project Labor
Agreement (PLA), which requires projects receiving ULA funding to use a virtually 100 percent
union construction workforce. Past research on PLA requirements for larger projects funded by
Proposition HHH (Ward, 2024) found that these requirements increase total development costs
by roughly 20 percent. Thus, we raise our TDC to $90,900,000, or $826,364 per unit — an
increase of approximately $15,900,000 over Scenario 1.

Several other parameters shift as a result:

e Because construction costs have increased, Eligible Basis rises, and the Tax-Exempt
Bonds Permanent Loan increases from $16,575,000 to $20,088,900.

e LIHTC equity pricing has declined due to market conditions and policy changes, shifting
from roughly 35 percent of TDC in Scenario 1 to 32 percent of TDC in Scenario 2.

e The ULA Multifamily Program contribution is structured as 30 percent of TDC
($27,270,000), compared to the fixed-per-unit HHH cap of $140,000 per unit
($15,400,000)—a net increase in City exposure of $11,870,000.

e The soft loan requirement decreases by approximately $2,321,900 compared to Scenario
1.

Despite the larger municipal contribution, the capital stack is not meaningfully simplified.
The project still requires two competitive soft loans, meaning the predevelopment timeline
remains unchanged. The cost to the city increases by 77 percent compared to Scenario 1, while
the structural complexity that slows projects is preserved.

22 A note on debt sizing: just as a bank calculates how much a homebuyer can borrow based on their salary, lenders
use a Debt Coverage Ratio (DCR) to determine how much a building can borrow based on its collected rent. The
DCR ensures there is sufficient income above operating expenses to reliably service the hard debt.
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Scenario 3: ULA Alternative Models Program

Table E.1, Scenario 3 reflects the City's ULA Alternative Models Program, which was
designed to simplify the capital stack and accelerate predevelopment timelines by providing a
much larger share of project financing through a single City loan.

TDC is $89,665,000, only slightly lower than scenario 2 due to the common PLA
requirement. The decline is from a soft cost reduction from $7,535,000 to $6,300,000 reflecting
the elimination of LIHTC and bond financing costs.

The City's ULA Alternative Models Program finances 80 percent of TDC, or $71,732,000.
The remaining financing is from a private permanent loan. Without tax-exempt debt, the
applicable interest rate is 6.5 percent rather than the tax-exempt rate of 4.75 percent used in
Scenarios 1 and 2, meaning the project's income can support a private loan of $16,282,456.

A residual gap of approximately $1,650,544 remains, which would need to be filled by a soft
loan, deferred developer fee, general partner contribution, or grant. The City's contribution totals
$71,732,000, or $652,109 per unit — a 465 percent increase over Scenario 1's City contribution.

The potential benefit of this structure is speed. If a developer can afford to defer their fee
income, they may be able to begin construction after securing the ULA commitment and a
private loan, which could meaningfully compress the predevelopment period.

In practice, however, applicants to the first Homes for LA NOFA under the Alternative
Models Program largely continued to pursue LIHTCs alongside the City contribution. Whether
the program delivers meaningfully shorter timelines in practice remains to be seen.

Cross-Scenario Observations

Holding project parameters as consistent as possible across the three scenarios, several
patterns emerge:

1. The PLA cost premium required by ULA programs is not offset by the increased City
contribution at either the 30 percent or 80 percent of TDC level — at least one additional
soft source remains necessary in all three scenarios.

2. The capital stack is not meaningfully simplified in Scenario 2; predevelopment
complexity and timelines remain comparable to Scenario 1.

3. The Alternative Models Program in Scenario 3 reduces the number of required sources
and may accelerate timelines, but at a dramatically higher per-unit cost to the City.

4. The City's cost per unit increases from $140,000 per unit (Scenario 1) to $247,909 per
unit (Scenario 2) to $652,109 per unit (Scenario 3).

All three scenarios assume the presence of a PBV contract, which provides sufficient income
to support the Hard Debt Payment and determines the maximum supportable loan amount in
Scenario 3. The PBV contract enables the ULA-required deeply affordable rents by contributing
approximately 50 percent of total building income. Without PBVs, deep affordability becomes
financially unworkable. In Appendix Table E.2, scenarios 2 and 3 were re-run without a PBV
contract to test viability:
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1. Scenario 2 without PBVs: Affordability limits were adjusted to maximize income — with
20 percent of units at unrestricted rents (set at 80 percent AMI to reflect lease-up risk
discounts that lenders typically require), and remaining units at 50 percent AMI, meeting
CTCAC's Average Income Test threshold of 60 percent AMI. Even with these
adjustments, the project does not generate enough income to support much debt. ULA
contributes 30 percent of total development sources, but a $21.1 mllion gap remains.
Scenario 3 without PBVs: Affordability limits were set to meet ULA minimums (at least
20 percent at or below 30 percent AMI, a suggested average of 60 percent AMI, all other
units at or below 80 percent AMI). The project can support approximately $6.8 million in
private debt, leaving a gap of approximately $11.1 million that would need to be filled
with additional soft sources, extending the predevelopment period and undermining the
program's simplification goals.

In Los Angeles today, projects designed around the assumption of a PBV contract face real

risk that those vouchers will not materialize—a gap that is not resolved by any of the ULA

financing scenarios described above.

Feasible Levels of Production Over Time

The feasibility of scaled affordable housing production that meets the deeply targeted rent
requirements under the ULA-funded programs is deeply constrained by the limited availability of
Project-Based Vouchers. HACLA currently has few PBVs available for new commitments, and
the supply from other agencies — including the Department of Mental Health — is extremely
limited. Veterans-targeted vouchers (VHHP) exist but carry significant lease-up risk that lenders
may be reluctant to underwrite. A realistic analysis of achievable production levels must grapple
directly with this subsidy gap, rather than assuming PBV availability as a given.

The Los Angeles Housing Department as a Public Lender

LAHD functions as a gap lender, offering non-recourse, low-interest loans to fill the portion
of a project's capital stack that private sources cannot or will not cover. City debt is subordinate
to hard money loans and to other public debt with higher loan balances, meaning LAHD is
repaid last, and only from available cash flow.?

Public loans are typically funded during construction in parallel with a private construction
lender. That parallel structure is essential: private construction lenders have the systems and
contractual tools to disburse funds quickly in response to contractor invoices, ensuring
subcontractors are paid on time. Public lenders move more slowly, and projects relying solely on

23 We note for clarity that LAHD is a public lender operating under the Mayor and City Council. The department
provides financing and performs monitoring of funded prjoects. LAHD does not own or operate affordable housing.
The Housing Authority of the City of Los Angeles (HACLA) is an independent, state-chartered public agency with a
board of commissioners. It is not under the direct authority of the Mayor or City Council, and it develops, owns, and
operates affordable housing.
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public disbursements would face delays that cascade through construction schedules and
contractor relationships. During construction and into operations, public lenders also perform
monitoring functions: tracking construction progress, verifying prevailing wage compliance, and
ensuring that occupancy restrictions are met.

LAHD does not have the authority, infrastructure, or funding to own or operate real estate
assets. This distinction is highly consequential when LAHD holds a senior position in the capital
stack or when its total investment in a project exceeds that of any other investor. In either
scenario, LAHD could find itself in a position to foreclose, and thereby own a building it has no
capacity to manage, maintain, or operate.

The Tradeoffs of a Deep Capital Stack

LAHD typically works within a capital stack that also includes private debt, LIHTC equity,
and other public lenders. This depth has both costs and benefits.

On the cost side, pursuing multiple sources extends predevelopment — each source must be
applied for through a competitive, uncertain process with its own timeline, and each award cycle
that fails resets the clock. Coordinating multiple sources imposes significant legal and
administrative expense during both predevelopment and construction. Once a project is
operating, compliance with multiple sets of covenants and reporting requirements creates
ongoing administrative burden. And when a project encounters financial difficulty, coordinating
multiple agencies with different mandates and risk tolerances is genuinely difficult — as the
recent collapse of Los Angeles’ Skid Row Housing Trust has illustrated (Dillon, 2025).

On the benefit side, a diversified capital stack spreads risk across multiple agencies. Cheaper
public debt (bearing below-market interest) reduces overall debt service, giving a project more
capacity to absorb higher operating costs or to keep rents below what might otherwise be
necessary for viability. Multiple partners mean broader expertise and more resources to solve
problems. And the LIHTC program draws private capital into affordable housing production
reducing the strain on scarce sources of public funding.

The displacement of private capital also has consequences beyond dollars. Private partners
bring expertise, oversight capacity, and financial incentives that public lenders typically cannot
replicate. Tax credit investors bring technical underwriting expertise and ongoing compliance
oversight. They have financial skin in the game — their returns depend on the project performing
— which creates incentives for active problem-solving that a public lender does not have in the
same way. Private investors can often act quickly to address non-performance — replacing a
failing partner or restructuring a deal — in ways that public lenders cannot, given the
deliberative requirements of public decision-making.

Construction lenders have specialized expertise in monitoring construction progress and
performance — and financial incentives to hold general contractors and project timelines
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accountable. Public lenders lack both the administrative infrastructure and the agility to perform
this function independently.

The Skid Row Housing Trust portfolio provides a recent and instructive case study in the
costs of inadequate private oversight: the State and City held differing views on solutions, the
nonprofit developer lacked the leadership capacity to navigate competing agency requirements
and to resolve untenable market and regulatory conditions. The portfolio deteriorated as a result.
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Scenario 1: 4% LI Exempt Bonds/HHH

USES Total Per Unit
Acquisition $ 450,000
Construction $ 53,000,000
ArchitecturalEngineering $ 4,215,000
Construction Interest & Fees $ 5,300,000
Soft Costs $ 7,535,000
Contingency $ 1,700,000
Daveloper Costs $ 2,800,000
TOTAL DEVELOPMENT COSTS $ 75,000,000 $ 681,818
Eligible Basis $ 63,750,000

SOURCES - PERMANENT

Table E.1. Three Project Financing Scenarios

Scenario 2: 4% LIHTC/Tax Exempt Bonds/ULA Multifamily

Total Per Unit
Acquisition $ 450,000
Construction $ 68,900,000
ArchitecturalEngineering $ 4,215,000
Construction Interest & Fees $ 5,300,000
Soft Costs $ 7,535,000
Contingency $ 1,700,000
Daveloper Costs $ 2,800,000
TOTAL DEVELOPMENT COSTS $ 90,900,000 $ 826,384
Eligible Basis $ 77,265,000

SOURCES - PERMANENT

Scenario 3: 80% ULA Alternative Models/20% Non-LIHTC

Total Per Unit
Acquisition $ 450,000
Construction $ 68,900,000
ArchitecturalEngineering $ 4,215,000
Construction Interest & Fees $ 5,300,000
Soft Costs $ 6,300,000
Contingency $ 1,700,000
Developer Costs $ 2,800,000
TOTAL DEVELOPMENT COSTS $ 89,665,000 $ 815,136
Eligible Basis NA

SOURCES - PERMANENT

Tax-Exempt Bonds Permanent Loan $ 16,575,000 26.00% Tax-Exempt Bonds Permanent Loan $ 20,088,900 26.00% Requested LAHD Loan $ 71,732,000 80% of capital stack
Federal LIHTC Equity Contribution $ 26,250,000 35.00% Federal LIHTC Equity Contribution $ 20,088,000 32.00% Private Perm Debt $ 16,282,456
Requested LAHD Loan $ 15,400,000 $140,000 per unit Requested LAHD Loan $ 27,270,000 30% of capital stack Soft Loan $ 1,650,544

Soft Loan 1 $ 9,000,000 Soft Loan 1 $ 9,000,000

Soft Loan 2 $ 7,775,000 Soft Loan 2 $ 5,453,100

TOTAL $ 75,000,000 TOTAL $ 90,900,000 TOTAL $ 89,665,000
Rental Income $ 3,005,580 Rental Income $ 3,005,580 Rental Income $ 3,005,580

Less vacancy of 10% $ 300,558 Less vacancy of 10% $ 300,558 Less vacancy of 10% $ 300,558

Total Income $ 2,705,022 Total Income $ 2,705,022 Total Income $ 2,705,022
Operating Expenses $ 1,320,000 Operating Expenses $ 1,320,000 Operating Expenses $ 1,320,000
Reserves $ 27,500 Reserves $ 27,500 Reserves $ 27,500

Net Operating Income $ 1,357,522 Net Operating Income $ 1,357,522 Net Operating Income $ 1,357,522

Debt Coverage Ratio of 1.15 Debt Coverage Ratio of 1.15 Debt Coverage Ratio of 1.15

Annual Hard Debt Payment $ 1,180,454 Annual Hard Debt Payment $ 1,180,454 Annual Hard Debt Payment $ 1,180,454
Cash Flow $ 177,068 Cash Flow $ 177,068 Cash Flow $ 177,068

Loan Amount $ 20,122,697 Loan Amount $ 20,122,697 Loan Amount $ 16,282,456
Annual Hard Debt Payment $ (1,180,454) Annual Hard Debt Payment $ (1,180,454) Annual Hard Debt Payment $ (1,180,454)
Tax-exempt Interest Rate 4.75% Tax-exempt Interest Rate 4.75% Table Interest Rate 6.50%
Term 35 Term 35 Term 35
AFFORDABILITY Units % of Total AFFORDABILITY Units % of Total AFFORDABILITY Units % of Total
30% 60 55% 30% 60 55% 30% 60 55%
50% 50 45% 50% 50 45% 50% 50 45%
80% 80% 80%

Total Units 110 Total Units 110 Total Units 110

Conditions

1. Approximately 50% of rental income from project based vouchers.

2. LAHD HHH contribution is limited to no greater than $140,000 per unit
near 26% of eligible basis, not ding what can be bly paid with
rental income.

4. City's contribution Is $140,000 per unit.

Conditions

1. Approximately 50% of rental income from project based vouchers.

2. LAHD increases contribution to 30% of capital stack

near 26% of eligible basis, not exceeding what can be reasonably paid with
rental income.

4. Construction costs increase by 30% for PLA requirement

5. LIHTC pricing has dropped, reducing LIHTC equity

6. City's contribution is $247,909 per unit.

Conditions

1. Approximately 50% of rental income from project based vouchers.
2. LAHD increases contribution to 80% of capital stack

3. Soft costs have been discounted with simpified capital stack

4. Construction costs increase by 30% for PLA requirement

5. City's contribution is $652,109 per unit.




Table E.2. Three Project Financing Scenarios (No Rental Subsidy)

Scenario 1: 4% LIHTC/Tax Exempt Bonds/HHH

USES Total Per Unit
Acquisition $ 450,000

Construction $ 53,000,000
ArchitecturalEngineering $ 4,215,000

Construction Interest & Fees $ 5,300,000

Soft Costs $ 7,535,000

Contingency $ 1,700,000

Developer Costs $ 2,800,000

TOTAL DEVELOPMENT COSTS $ 75,000,000 $§ 681,818
Eligible Basis $ 63,750,000

SOURCES - PERMANENT

Tax-Exempt Bonds Permanent Loan $§ 16,575,000 26.00%

Federal LIHTC Equity Contribution $ 26,250,000 35.00%
Requested LAHD Loan $ 15,400,000 $140,000 perunit
Soft Loan 1 $ 10,000,000

Soft Loan 2 $ 6,775,000

TOTAL $ 75,000,000

Operations and Cash Flow

Scenario 2: 4% LIHTC/Tax Exempt Bonds/ULA Multifamily

Total Per Unit
Acquisition $ 450,000
Construction $ 68,900,000
ArchitecturalEngineering $ 4,215,000
Construction Interest & Fees $ 5,300,000
Soft Costs $ 7,535,000
Contingency $ 1,700,000
Developer Costs $ 2,800,000
TOTAL DEVELOPMENT COSTS $ 90,900,000 $ 826,364
Eligible Basis $ 77,265,000 $ 20,088,900
SOURCES - PERMANENT
Tax-Exempt Bonds Permanent Loan § 13,259,496 17.16%
Federal LIHTC Equity Contribution $ 29,088,000 32.00%
Requested LAHD Loan $ 27,270,000 30% of capital stack
Soft Loan 1 $ 10,000,000
Soft Loan 2 $ 11,282,504 23.41%
TOTAL $ 90,900,000

Operations and Cash Flow

Scenario 3: 80% ULA Alternative Models/20% Non-LIHTC

Total Per Unit
Acquisition $ 450,000
Construction $ 68,900,000
ArchitecturalEngineering $ 4,215,000
Construction Interest & Fees $ 5,300,000
Soft Costs $ 6,300,000
Contingency $ 1,700,000
Developer Costs $ 2,800,000
TOTAL DEVELOPMENT COSTS $§ 89,665000 $ 815,136
Eligible Basis NA
SOURCES - PERMANENT
Requested LAHD Loan $ 71,732,000 80% of capital stac
Private Perm Debt $ 6,825,672
Soft Loan 1 $ 10,000,000
Soft Loan 2 $ 1,107,328
TOTAL $ 89,665,000

Operations and Cash Flow

Rental Income $ 3,005,580 Rental Income $ 2,491,128 Rental Income $ 2,129,532

Less vacancy of 10% $ 300,558 Less vacancy of 10% $ 249,113 Less vacancy of 10% $ 212,953

Total Income $ 2,705,022 Total Income $ 2,242,015 Total Income $ 1,916,579

Operating Expenses $ 1,320,000 Operating Expenses $ 1,320,000 Operating Expenses $ 1,320,000

Reserves $ 27,500 Reserves $ 27,500 Reserves $ 27,500

Net Operating Income $ 1,357,522 Net Operating Income $ 894 515 Net Operating Income $ 569,079

Debt Coverage Ratio of 1.15 Debt Coverage Ratio of 1.15 Debt Coverage Ratio of 1.15

Annual Hard Debt Payment $ 1,180,454 Annual Hard Debt Payment $ 777,839 Annual Hard Debt Payment $ 494 851

Cash Flow $ 177,068 Cash Flow $ 116,676 Cash Flow $ 74,228

Maximum Hard Loan Supported by Income
Loan Amount $ 20,122,697 Loan Amount $ 13,259,496 Loan Amount $ 6,825,672

Annual Hard Debt Payment $  (1,180,454) Annual Hard Debt Payment $ (777,839) Annual Hard Debt Payment $ (494,851)
Tax-exempt Interest Rate 4.75% Tax-exempt Interest Rate 4.75% Table Interest Rate 6.50%

Term 35 Term 35 Term 35
AFFORDABILITY Units % of Total AFFORDABILITY Units % of Total AFFORDABILITY Units % of Total
30% 60 55% 30% 30% 37 34%

50% 50 45% 50% r 47 43% 50% r 16 15%

80% 80% r 63 57% 80% r 57 52%

Total Units 110 Total Units 110 Total Units 110

Conditions

1. Approximately 50% of rental income from project based vouchers.

2. LAHD HHH contribution is limited to no greater than $140,000 per unit
near 26% of eligible basis, not ding what can be reasonably paid
with rental income.

4. City’s contribution Is $140,000 per unit.

Conditions

1. 100% of rental income from tenant rent payment.

2. LAHD increases contribution to 30% of capital stack

3. Construction costs increase by 30% for PLA requirement

4. LIHTC pricing has dropped, reducing LIHTC equity

5. City's contribution is not applicable as lack of income does not support
the financing plan.

Conditions

1. 100% of rental income from tenant rent payment.

2. LAHD increases contribution to 80% of capital stack

3. Soft costs have been discounted with simplified capital stack
4. Construction costs increase by 30% for PLA requirement
5
6

. City's contribution is $652,109 per unit.
. Project needs two soft loans totaling $11,107,328




Abbreviations

AHP Affordable Housing Program
AMI Area median income
CAHCD  California Department of Housing and Community Development

CHIP Citywide Housing Incentive Program
CPA Community Plan Area

DiD Difference in differences

EDI1 Executive Directive 1

ES event study

GLM generalized linear model

GSE Government-Sponsored Enterprise

HACLA Housing Authority of the City of Los Angeles
LA Los Angeles

LAHD Los Angeles Housing Department
LAUSD Los Angeles Unified School District
LIHTC Low income housing tax credit

LLC limited liability corporation

LPM linear probability model

NOFA Notice of funding announcement
NTV net taxable value

OLS ordinary least squares

PLA project labor agreement

PBV project based voucher

Q quarter (e.g., Q1 is first quarter, etc.)
RTI Ready to issue

SPA Service Planning Area

SUTVA Stable unit treatment value assumption
VHHP Veterans Housing and Homelessness Prevention Program
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