
Inclusionary Housing
The Palmer Fix

City of Pasadena – SCANPH Housing Workshop 

Balancing Inclusionary Affordable Housing with Market Rate Development 

Tim Harter

Office of Assemblymember Bloom

Tim.Harter@asm.ca.gov

AB 1505- The Palmer Fix



What is inclusionary housing?

• Promoting the inclusion of housing units that 
are affordable for moderate and low income 
households in new residential projects by 
providing incentives and cost offsets to 
developers. 

• In practice inclusionary housing policies 
usually involved placing deed restrictions on 
10-30% of new houses or apartments in order 
to make the cost of the housing affordable to 
lower-income households.



Why use it?

• Helps to prevent or slow the dislocation caused by 
gentrification

• Helps maintain both economic and racial diversity
• Increased housing choices for families earnign

below the area median income (AMI)
• This also increases low-income families access 

to opportunities such as, good schools, 
comprehensive transit systems, and safe 
streets
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Palmer v. City of Los 

Angeles (2009)

• In 2009 the California Court  Appeals pre-empted local 

inclusionary housing ordinances for rental construction when it 

sided with developer Geoff Palmer in Palmer v. City of Los 

Angeles.

• The inclusionary housing ordinance required by the city violated 

the Costa-Hawkins Act, which effectively bans rent control in 

new rental units.

• This ruling ended up cutting off local governments’ ability to 

apply inclusionary  policies to rental housing

• Since 2009 up until 2017 cities and counties in CA have only 

enforced inclusionary housing ordinances in for–sale units



AB 1505 “The Palmer Fix”

• AB 1505 comes on the heels of a 2015 ruling of the California Supreme Court 

in Building Industry Association v. City of San Jose, which strongly upheld the 

ability of local governments to adopt inclusionary housing ordinances.  

• The court found that “the objectives of increasing the amount of affordable 

housing in the city … and of locating such housing in economically diverse 

developments are unquestionably constitutionally permissible purposes.”

• AB 1505 also know as the “Palmer Fix” is narrowly focused on allowing local 

inclusionary policies to require the provision of affordable rental housing, if 

so desired locally, effectively restoring the law as it stood prior to 2009. (Prior 

to Palmer v. City of Los Angeles)

• AB 1505 does require cities and counties to provide alternate means of 

compliance that may include in-lieu fees, land dedication, off-site 

construction, or acquisition and rehabilitation of existing units.



AB 1505 “The Palmer Fix”

• In addition, in cities or counties that (i) have not submitted their annual 

housing element reports or (ii) are  not meeting at least 75 percent of their 

regional housing needs allocation (RHNA) for above-moderate income 

housing.

• AB 1505 authorizes the California Department of Housing and Community 

Development (HCD) to review any ordinance adopted or amended after 

September 15, 2017, that requires more than 15 percent of the total number 

of units in a rental housing development to be affordable.

• Pursuant to such review, HCD may require an economic feasibility study 

meeting specified standards to establish that the inclusionary ordinance does 

not “unduly constrain” housing production.



Defining affordability…

Affordable:
Rent and utilities  OR mortgage, taxes, and utilities cost 
30% or less of the gross household income.

Area median income (AMI):
The dollar amount where half the 
population earns less and half 
earns more



AD 50 Cities AMI

1. Agoura Hills- $114,313

2. Beverly Hills- $100,630

3. Bel-Air- $178,194

4. Brentwood- $94,130

5. Hollywood- $75,991

6. Mid-Wilshire- $49,074

7. Pacific Palisades-$142,930

8. Malibu- $116,904

9. Santa Monica- $82, 123

10.Topanga- $118,561

11.West Hollywood- $61,127



How it works



Major components of inclusionary housing

1) Require housing developers to price some units so 
they are affordable to moderate and low income 
households. 

2) Provide developers with cost offsets and bonuses to 
compensate for revenues lost by making some units 
affordable.

3) Usually run by the local government but there are 
cases in which the program is run by a nonprofit 
housing agency or community land trust.



Key elements of Inclusionary Housing

• Define affordability, set AMI limits

• Specify the affordable housing set aside that will 
be required of residential development projects

• Determine alternatives to construction of 
affordable units:

- Fee in-lieu

- Land transfer

- Off site construction 



Cost off-sets

• Density bonus, transfer of development rights (TDR)

• Land donation by the municipality

• Reduced parking requirements, flexible 
zoning/design 

• Property or sales tax abatement

• Low interest loan to the developer

• Reduced development fees, expedited permitting 



Inclusionary Housing 
Success Stories



Montgomery County, MD
(2017 Population: 989,794) 

Program Structure
�Applicable to projects of 20 or more units

� Mandatory 12.5-15% affordable set aside

� Developers receive up to 22% density bonus

At City’s discretion: 

• Off-site construction option

• Fee in lieu or land transfer to the City options

• 50% parking reduction and/or impact fee 
reduction

Results

• 14,475 affordable units generated
(1976 – 2016)

• Affordable for 30 years ownership
units, 99 years for rentals

• Affordability thresholds: 
≤ 70% AMI for rental and
ownership units



Program Structure

�Applicable to projects of 5 or more units

�Mandatory 25%-35% affordable set aside

� Density bonus (1-for-1)

�Option to dedicate land to the City

At City’s discretion:

• Fee in lieu ($2,400 to $23,272 per unit)

• Reduced parking requirements, design flexibility

Results

• 1,802 affordable units 
generated (1990 – 2011)

• Permanent affordability on
rental units

• Target income bands: 
≤ 40-80% AMI for rental units

≤ 80-120 % AMI for
ownership

Davis, CA
(2017 Population: 68,111)



Program Structure

�Applicable to projects of 5 or more units

� Mandatory 15% affordable set aside

� Developers receive 5% - 35% density bonus.

At City’s discretion: 

• Option to dedicate land to the City or nonprofit 
developer instead

• Fee in lieu ($2,400 to $22,000/unit)

• Exemption/relaxation of growth controls that limit 
amount or pace of residential development
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Results

• 1,336 affordable units

• Affordable for 30 years

• Affordability thresholds: 

≤ 50% AMI for rental units
≤ 80% AMI for ownership

Petaluma, CA
(2017 Population: 60,530) 



Goal: Increase affordable housing choices and create 
economically diverse neighborhoods.

� Learn more about how to draft inclusionary policy   
at www.inclusionaryhousing.org/designing-a-policy/                   

Conclusion



Contact Information

Tim Harter
Office of Assemblymember Richard Bloom

Tim.Harter@asm.ca.gov
Phone: 310-450-0041

Thank You!


