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PLANNING CODE AMENDMENT

The proposed Ordinance would amend the Planning Code to revise the Inclusionary Affordable Housing
Program (Section 415) and to establish new Dwelling Unit Mix Requirements (new Section 207.7) in most
residential districts.

The Way It Is Now:

1.

The Consensus Ordinance, generally consistent with previous Planning Commission
recommendations, would revise the requirements for the Affordable Housing Fee, On-Site, and
Off-Site alternatives required in Section 415 for residential projects of 10 or more units, and

Would establish a new Panning Code Section 207.7 to require that residential developments of 10
or more units in all residential districts outside of Plan Areas must provide a minimum of 25% of
total unit as two-bedroom units, including 10% of total units as three-bedroom or larger units.

The Way It Would Be:

1. No additional material modifications to Section 415 are proposed.

2. The amended and duplicated Consensus Ordinance includes one material modification not
previously considered by the Planning Commission. Specifically, Section 207.7 would be
amended to establish a maximum limit on studio units at 30% of all project units for
development projects of 10 or more units in all residential districts outside of Plan Areas.

BACKGROUND

The Planning Commission considered the findings of the Controller’s Economic Feasibility Study that

was required by Proposition C to advise the Board of Supervisors of the maximum economically feasible
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Inclusionary requirements on February 23, 2017, and held an informational hearing on proposed
amendments to the Inclusionary Affordable Housing Program on March 16, 2017. The Planning
Commission considered two ordinances on April 27, 2017 [Board File No. 161351 Inclusionary Affordable
Housing Fee and Requirements and Board File No. 170208 Inclusionary Affordable Housing Fee and
Dwelling Unit Mix Requirements], and adopted specific recommendations on amendments to the
Inclusionary Program. After this Commission hearing, the sponsors of the two ordinances collaborated to
draft a revised ordinance [Board File No. 161351v4], the “Consensus” ordinance, which contained six
new features not previously considered by the Commission. These new features were considered
“material modifications,” and on June 15, 2017, the Planning Commission made additional
recommendations on these material modifications. On June 19, 2017, the Board of Supervisor’s Land Use
and Transportation Committee again amended the Consensus Ordinance (Version 5), and duplicated the
file [Board File No. 170760, Inclusionary Affordable Housing Fee and Dwelling Unit Mix Requirement]
so that the Ordinance could be referred to the Planning Commission for consideration, as required by
Planning Code Section 302(d). The purpose of this hearing is for the Commission to consider this new

material modification.

ISSUES AND CONSIDERATIONS

1. Impacts on Family-Size Unit Policies

The Ordinance would establish new minimum requirements for two-bedroom and three-bedroom units
in residential projects of 10 or more units. These requirements would apply in all residential districts not
already subject to the minimum large unit requirements in effect for Plan Area districts. The stated policy
intent for this requirement is to extend the policy of ensuring an adequate supply of family-sized housing
in new developments to the remaining residential districts of the City. The Commission recommended

adoption of this new requirement at the April 27, 2017 hearing based on this intent.

However, this new requirement to establish a maximum requirement limiting the number of studio units
may be at odds with the overarching policy goal of providing more family-sized units in San Francisco.
This is because in many projects that do comply with the existing minimum large unit requirements, or
otherwise seek to maximize the number of two-bedroom or larger units, the additional large units are
often balanced by the provision of more studio or “junior one-bedroom” units in the remaining floor area
of the building. Limiting the percentage of the project that may contain studio units could limit the
ability of projects to provide the desired level of larger family-size units in some cases.

2. Lack of Analysis of Need and Feasibility

The Department’s understanding of the existing number of and future need for studio units is limited at
this time due to the definitional challenges mentioned above, and the fact that the regulation of number
of studio units is a new policy concept not routinely captured in previous pipeline and housing stock
analysis. However, preliminary data suggest a significant number of recently approved projects have
provided more than the proposed maximum of 30% studio units, and would have required
modification or Conditional Use Authorization to comply with the proposed requirement.
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Furthermore, the physical and financial feasibility of the proposed requirement has not been analyzed at
this time. Initial staff review indicates that for some projects, especially smaller projects of fewer than 25
units to which the requirement would apply, the physical limitations of a given site can make
prescriptive unit mix requirements difficult to meet, and may force projects to decrease the total number
of new housing units provided, or provide especially small units or units with undesirable

configurations.

3. Prescriptive Requirements

The proposed new requirement would be prescriptive in a way that previously established and proposed
unit mix requirements are not. Specifically, the proposed requirement is for a maximum number of
studio units that would apply in conjunction with a required minimum number of two-bedroom and
three-bedroom units, meaning the new requirement would in effect prescribe a specific unit mix for
some projects, or significantly limit a project’s flexibility in meeting other requirements and objectives. If
the policy intent of the proposed requirement is to maximize the provision of family-size units, it is
unclear that such a specific unit mix is necessarily required to meet that objective, for all projects across

many site contexts and zoning districts.

RECOMMENDATIONS

The Department recommends that the Commission recommend approval with modifications of the
proposed Consensus Ordinance and adopt the attached Draft Resolution to that effect. The Department’s
proposed recommendations are as follows:

Recommendations:

1. Modify the Ordinance to remove the proposed maximum limit on studio units in residential
districts outside of Plan Areas, unless and until such a maximum limit can be supported by
appropriate study and analysis. Specifically, such analysis should consider the estimated need
for different unit types in San Francisco; how the proposed maximum limit on studio units
would function in conjunction with minimum requirements for large units; and how such
requirements taken as a whole would impact the viability of projects at a variety of scales.

2. Asthe Board of Supervisors has discretion to establish a studio unit limit without the support of
relevant study and analysis, the Department advises that the Commission also recommend that
no cap lower than 50% of total project units should be set, without further analysis. Such a
maximum would significantly limit the likelihood of impacting project viability and decreasing
the number of housing units produced by pipeline and future projects.

BASIS FOR RECOMMENDATION

The proposed additional material modification to Section 207.7 would have potentially negative impacts
on other policies to promote more family-size housing units, has not been analyzed for the potential
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adverse impacts on project feasibility and housing production, is prescriptive in nature, and rasies the
implementation and enforcement challenges described below.

The Department recommends approval of the Consensus Ordinance, with the above modifications that
this new material modification to Section 207.7 should not be included unless supported by further study
to minimize the possibility of negative impacts on the supply of affordable housing and family-size
housing in San Francisco.

IMPLEMENTATION CONSIDERATIONS

Studio Definition

The Planning Code definition of a bedroom relies on the definition of a “Sleeping Room” in the Building
Code, as applied in an interpretation of Section 102.29 of the Planning Code. That interpretation defines a
room as a “bedroom” if the room 1) contains at least 70 square feet, 2) has at least one window, and 3) is

clearly labeled as a “bedroom” on submitted plans.

However, dwelling units are commonly marketed and labeled in plans in ways that prevent the Planning
Department from counting certain rooms as bedrooms, meaning that many units may be counted as
“studio” units, though they may contain a room that functions or is marketed as a bedroom. For example,
units are commonly marketed as “junior one-bedroom” units, which may include a separate room or

space for sleeping that is nonetheless not considered a bedroom for the purposes of the Planning Code.

Because the City has not previously regulated the number of studio units permitted in a project, it is
unclear whether the proposed limit could be implemented or enforced effectively given current code

language and plan review processes.

Pipeline Impact

At this time, Planning staff is not able to estimate the impact of the proposed new requirement on
pipeline or future residential projects. In addition, the new provision would apply to any project that
submitted an Environmental Evaluation Application (EEA) on or after January 12, 2016. This means the
new requirement would apply to projects that have been in the pipeline and undergoing plan review for
over 18 months. It is likely that many of these projects would need to submit substantial revisions in
project design to meet the new requirement, or seek a Conditional Use Authorization to waive or
partially waive the requirement. The requirement would increase the potential for delay and duplicative

review in the entitlement process, including additional Commission hearings.

REQUIRED COMMISSION ACTION

The proposed Ordinance is before the Commission so that it may recommend adoption, rejection, or

adoption with modifications to the Board of Supervisors.
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ENVIRONMENTAL REVIEW

The proposed Ordinance is not defined as a project under CEQA Guidelines Section 15378 and 15060(c)

(2) because it does not result in a physical change in the environment.

PUBLIC COMMENT

To date the Planning Department has received no public comment on the Consensus Ordinance.

RECOMMENDATION: Approval with Modifications

Attachments:

Exhibit A: Draft Planning Commission Resolution

Exhibit B: Board of Supervisors File No. 170760

Exhibit C: Legislative Digest for Board of Supervisors File No. 170760
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DRAFT Planning Commission

Resolution No.
HEARING DATE: JULY 6, 2017

Date:
Project Name:

June 29, 2017
Inclusionary Affordable Housing Program (Sec 415) and Dwelling
Unit Mix Requirements (Sec 207) Amendments

Case Number: 2017-001061PCA [Board File No. 170760]

Sponsored by: Supervisors Breed, Kim, Peskin, Safai, and Tang

Staff Contact: Jacob Bintliff, Citywide Planning Division
jacob.bintliff@sfgov.org, 415-575-9170

Reviewed by: AnMarie Rodgers, Senior Policy Advisor

Recommendation: Recommend Approval with Modifications

RECOMMENDING THAT THE BOARD OF SUPERVISORS ADOPT A PROPOSED ORDINANCE,
WITH MODIFICATIONS THAT WOULD AMEND THE PLANNING CODE TO AMEND THE
INCLUSIONARY AFFORDABLE HOUSING PROGRAM AND ESTABLISH A REQUIRED DWELLING
UNIT MIX IN PLANNING CODE SECTION 207.7; AND AFFIRMING THE PLANNING DEPARTMENT’'S
DETERMINATION UNDER THE CALIFORNIA ENVIRONMENTAL QUALITY ACT; MAKING FINDINGS
OF PUBLIC NECESSITY, CONVENIENCE, AND WELFARE UNDER PLANNING CODE, SECTION
302; AND MAKING FINDINGS OF CONSISTENCY WITH THE GENERAL PLAN, AND THE EIGHT
PRIORITY POLICIES OF PLANNING CODE, SECTION 101.1.

WHEREAS, on December 13, 2016 Supervisor Kim and Supervisor Peskin introduced a proposed
Ordinance under Board of Supervisors (hereinafter “Board”) File Number 161351, which amends Section
415 of the Planning Code to revise the amount of the Inclusionary Affordable Housing Fee and the On-
Site and Off-Site Affordable Housing Alternatives and other Inclusionary Housing requirements; and
adds reporting requirements for density bonus projects; and,

WHEREAS, on February 28, 2017 Supervisor Kim and Supervisor Peskin introduced substitute
legislation under Board File Number 161351v2; and,

WHEREAS, on February 28, 2017 Supervisor Safai, Supervisor Breed, and Supervisor Tang introduced a
proposed ordinance under Board File Number 170208, which amends the Planning Code to revise the
amount of the Inclusionary Affordable Housing Fee and the On-Site and Off-Site Affordable Housing
Alternatives and other Inclusionary Housing requirements and require a minimum dwelling unit mix in
all residential districts; and,

www.sfplanning.org

1650 Mission St.
Suite 400

San Francisco,
CA 94103-2479

Reception:
415.558.6378

Fax:
415.558.6409

Planning
Information:
415.558.6377



Exhibit A: DRAFT Resolution No. CASE NO. 2017-001061PCA
July 6, 2017 Inclusionary Affordable Housing Program Amendments

WHEREAS, the Planning Commission (hereinafter “Commission”) conducted a duly noticed public
informational hearing at a regularly scheduled meeting to consider the two proposed ordinances on
March 16, 2017; and

WHEREAS, the Commission conducted a duly noticed public hearing at a regularly scheduled meeting
to consider the two proposed Ordinances on April 27, 2017; and

WHEREAS, the Commission passed Resolution Number 19903 recommending approval with
modifications of an Ordinance to amend the Planning Code to revise the amount of the Inclusionary
Affordable Housing Fee and the On-Site and Off-Site Affordable Housing Alternatives and to require a
minimum dwelling unit mix in all residential districts, and adopting necessary findings; and

WHEREAS, on May 22, 2017 at the Land use and Transportation Committee, Supervisor Peskin moved to
amend BF 161351. After the motion was seconded by Supervisor Safai, the ordinance as amended became
the “Consensus” ordinance [Board File No. 161351v4]; and

WHEREAS, six components of the Consensus Ordinance constituted material modifications from the
Ordinances considered by the Commission on April 27, 2017; and

WHEREAS, planning Code Section 302(d) requires that material modifications added by the Board of
Supervisors be referred to the Planning Commission for consideration; and

WHEREAS, the Commission conducted a duly noticed public hearing at a regularly scheduled meeting
to consider the material modifications on June 15, 2017; and

WHEREAS, the Commission passed Resolution Number 19937 recommending approval with
modifications of the Consensus Ordinance to revise the amount of the Inclusionary Affordable Housing
Fee and the On-Site and Off-Site Affordable Housing Alternatives and to require a minimum dwelling
unit mix in all residential districts, and adopting necessary findings; and

WHEREAS, on June 19, 2017 at the Land use and Transportation Committee, the Committee further
amended the Consensus Ordinance [Board File No. 161351v5]; and

WHEREAS, on June 19, 2017 at the Land use and Transportation Committee, the Committee duplicated
the amended Consensus Ordinance [Board File No. 170760] and referred the duplicated Ordinance to the
Commission for consideration; and

WHEREAS, the amended Consensus Ordinance included one additional material modification from the
Ordinance previously considered by the Commission. The new material modification is an amendment
to the proposed Planning Code Section 207.7 to establish a maximum limit on the percentage of studio
units in certain residential development projects at no more than 30% of total project units; and

WHEREAS, Planning Code Section 302(d) requires that material modifications added by the Board of
Supervisors be referred to the Planning Commission for consideration; and
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WHEREAS, the Commission conducted a duly noticed public hearing at a regularly scheduled meeting
to consider the material modifications on July 6, 2017; and

WHEREAS, the proposed amendments in the modified Ordinance are not defined as a project under
CEQA Guidelines Section 15060(c)(2) and 15378 because they do not result in a physical change in the
environment; and

WHEREAS, the Planning Commission has heard and considered the testimony presented to it at the
public hearing and has further considered written materials and oral testimony presented on behalf of
Department staff and other interested parties; and

WHEREAS, all pertinent documents may be found in the files of the Department, as the custodian of
records, at 1650 Mission Street, Suite 400, San Francisco; and

WHEREAS, The Planning Commission has previously determined that:

1. In making the recommendation to revise the Inclusionary Affordable Housing Program, the
Commission reaffirms the Board of Supervisor’s policy established by Resolution Number 79-16
that it shall be City policy to maximize the economically feasible percentage of inclusionary
affordable housing in market rate housing development.

2. Inclusionary requirements should not exceed the rates recommended in the Controller’s
Economic Feasibility Study established in Proposition C, that the maximum economically
feasible requirements for the on-site alternative are 18% for rental projects or 20% for ownership
projects, or the equivalent of a fee or off-site alternative requirement of 23% for rental projects or
28% for ownership projects.

3. The Inclusionary Affordable Housing Program requirements should remain below the maximum
levels supported by the City’s current Residential Nexus Study.

4. The City should use the Inclusionary Affordable Housing Program to help serve the housing
needs for low-, moderate-, and above-moderate income households that are above the level
eligible for projects supported by federal Low Income Housing Tax Credits, and also earn below
the minimum level needed to access market rate housing units in San Francisco.

5. The Planning Department should implement additional monitoring and reporting procedures
regarding the use of the State Density Bonus Law, and should require that eligible projects that
seek and receive a bonus under the State Bonus Law pay the Affordable Housing Fee on
additional units provided.

6. The incremental increases to the inclusionary requirements as established by the passage of
Proposition C for projects that entered the pipeline between January 1, 2013 and January 12, 2016
should be retained for projects electing the on-site alternative, and removed for projects paying
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the Affordable Housing Fee or electing the off-site alternative, to maintain consistency with the
recommended maximum economically feasible requirements recommended in the Controller’s
Study.

NOW THEREFORE BE IT RESOLVED, that the Planning Commission hereby finds that the proposed
Ordinance to amend the Planning Code to revise the amount of the Inclusionary Affordable Housing Fee
and the On-Site and Off-Site Affordable Housing Alternatives and to require a minimum dwelling unit
mix in all residential districts, and the Commission’s recommended modifications to the Inclusionary
Affordable Housing Program and Dwelling Unit Mix Requirements are consistent with the General
Plan for the reasons set forth below; and

BE IT FURTHER RESOLVED, that the Planning Commission hereby recommends that the Board of
Supervisors adopt a modified ordinance to revise the Inclusionary Affordable Housing Program and
establish new Dwelling Unit Mix Requirements as described within Resolution Number 19903 and 19937
and within this resolution and adopts the findings as set forth below.

FINDINGS
Having reviewed the materials identified in the preamble above, and having heard all testimony and
arguments, this Commission finds, concludes, and determines as follows:

7. General Plan Compliance. The proposed Ordinance and the Commission’s recommended
modifications are consistent with the following Objectives and Policies of the General Plan:

HOUSING ELEMENT

OBJECTIVE 1
IDENTIFY AND MAKE AVAILABLE FOR DEVELOPMENT ADEQUATE SITES TO MEET
THE CITY’S HOUSING NEEDS, ESPECIALLY PERMANENTLY AFFORDABLE HOUSING.

POLICY 1.1
Plan for the full range of housing needs in the City and County of San Francisco, especially
affordable housing.

The ordinance amending the Inclusionary Affordable Housing Program furthers the potential for creation
of permanently affordable housing in the City and facilitates an increase in the number of affordable
housing units that could be built in San Francisco. Generally affordable projects require that units be
affordable for 55 years or permanently, depending on the funding source. This program is one tool to plan
for affordable housing needs of very low, low, moderate, and above-moderate income households.

POLICY 3.3
Maintain balance in affordability of existing housing stock by supporting affordable
moderate ownership opportunities.
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The ordinance amending the Inclusionary Affordable Housing Program expands eligibility to households
at income levels currently not served by existing affordable housing programs. Considering the average
incomes served, the proposal would serve households in the Low-Income, Moderate-Income, and Above-
Moderate Income groups, and would meet the demonstrated need of all these income groups, while serving
households that are least served by the City’s current affordable housing programs.

POLICY 4.1
Develop new housing, and encourage the remodeling of existing housing, for families with
children.

The ordinance amending the Inclusionary Affordable Housing Program can increase the supply of new
affordable housing, including new affordable housing for families. The ordinance amending the
Inclusionary Affordable Housing Program would also establish new Dwelling Unit Mix Requirements in a
new Planning Code Section 207.7 with the purpose of encouraging increased production of units with two
or more bedrooms.

POLICY 4.4
Encourage sufficient and suitable rental housing opportunities, emphasizing permanently
affordable rental units wherever possible.

The ordinance amending the Inclusionary Affordable Housing Program encourages the development of
greater numbers of permanently affordable housing units in residential developments that are constructed,
including rental units. These affordable units are affordable for the life of the project.

Policy 4.5

Ensure that new permanently affordable housing is located in all of the city’s neighborhoods,
and encourage integrated neighborhoods, with a diversity of unit types provided at a range of
income levels.

The ordinance amending the Inclusionary Affordable Housing Program applies to residential development
projects throughout the City, including the requirement for greater numbers of units available to low-,
moderate-, and above-moderate income households, which further encourages the integration of
households of different income levels in all the City’s neighborhoods.

OBJECTIVE 7

SECURE FUNDING AND RESOURCES FOR PERMANENTLY AFFORDABLE HOUSING,
INCLUDING INNOVATIVE PROGRAMS THAT ARE NOT SOLELY RELIANT ON
TRADITIONAL MECHANISMS OR CAPITAL.

The ordinance amending the Inclusionary Affordable Housing Program seeks to create permanently
affordable housing by leveraging the investment of private development, with no use of public subsidy.

OBJECTIVE 8
BUILD PUBLIC AND PRIVATE SECTOR CAPACITY TO SUPPORT, FACILITATE,
PROVIDE AND MAINTAIN AFFORDABLE HOUSING.
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The ordinance amending the Inclusionary Affordable Housing Program supports this objective by revising
the Inclusionary Affordable Housing Program to maximize the production of affordable housing in concert
with the production of market-rate housing.

POLICY 8.3
Support the production and management of permanently affordable housing.

The ordinance amending the Inclusionary Affordable Housing Program supports the production of
permanently affordable housing supply.

OBJECTIVE 11
SUPPORT AND RESPECT THE DIVERSE AND DISTINCT CHARACTER OF SAN
FRANCISCO’S NEIGHBORHOODS.

The ordinance amending the Inclusionary Affordable Housing Program encourages mixed-income
buildings and neighborhoods.

POLICY 11.3
Ensure growth is accommodated without substantially and adversely impacting existing
residential neighborhood character.

Establishing permanently affordable housing in the City’s various neighborhoods would enable the City to
stabilize low-, moderate-, and above-moderate income households. These households meaningfully
contribute to the existing character of San Francisco’s diverse neighborhoods.

POLICY 11.5
Ensure densities in established residential areas promote compatibility with prevailing
neighborhood character.

The ordinance amending the Inclusionary Affordable Housing Program will produce buildings that are
generally compatible with existing neighborhoods. State Density Bonus Law, California Government Code
section 65915 et seq. does enable higher density that San Francisco’s zoning would otherwise allow. The
ordinance established new Dwelling Unit Mix Requirements to encourage the production of units with two
or more bedrooms to support the ability of family households to reside in San Francisco’s neighborhoods.

OBJECTIVE 13
PRIORITIZE SUSTAINABLE DEVELOPMENT IN PLANNING FOR AND CONSTRUCTING
NEW HOUSING.

Housing produced under either ordinance amending the Inclusionary Affordable Housing Program would
pay impact fees that support the City’s infrastructure. The provision of greater housing opportunities in
San Francisco for households at low-, moderate-, and above-moderate incomes reduces provides greater
opportunity for worker households to reside in closer proximity to jobs located in San Francisco, thus
reducing the demands on the region’s transportation infrastructure and lowering regional vehicle miles
travelled and associated Greenhouse Gas emissions.
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URBAN DESIGN ELEMENT

BALBOA PARK AREA PLAN
OBJECTIVE 4.5: PROVIDE INCREASED HOUSING OPPORTUNITIES AFFORDABLE TO A
MIX OF HOUSEHOLDS AT VARYING INCOME LEVELS.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities for a mix of household incomes.

BAYVIEW AREA PLAN

OBJECTIVE 6 ENCOURAGE THE CONSTRUCTION OF NEW AFFORDABLE AND MARKET
RATE HOUSING AT LOCATIONS AND DENSITY LEVELS THAT ENHANCE THE OVERALL
RESIDENTIAL QUALITY OF BAYVIEW HUNTERS POINT.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities for a mix of household incomes.

CENTRAL WATERFRONT AREA PLAN

OBJECTIVE 2.1 ENSURE THAT A SIGNIFICANT PERCENTAGE OF NEW HOUSING
CREATED IN THE CENTRAL WATERFRONT IS AFFORDABLE TO PEOPLE WITH A WIDE
RANGE OF INCOMES.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities

CHINATOWN AREA PLAN
OBJECTIVE 3
STABILIZE AND WHERE POSSIBLE INCREASE THE SUPPLY OF HOUSING.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities.

MARKET AND OCTAVIA AREA PLAN

OBJECTIVE 2.4

PROVIDE INCREASED HOUSING OPPORTUNITIES AFFORDABLE TO HOUSEHOLDS AT
VARYING INCOME LEVELS.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities.

MISSION AREA PLAN

OBJECTIVE 2.1

ENSURE THAT A SIGNIFICANT PERCENTAGE OF NEW HOUSING CREATED IN THE
MISSION IS AFFORDABLE TO PEOPLE WITH A WIDE RANGE OF INCOMES.
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The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities.

SHOWPLACE/POTRERO HILL AREA PLAN

OBJECTIVE 2.1

ENSURE THAT A SIGNIFICANT PERCENTAGE OF NEW HOUSING CREATED IN THE
SHOWPLACE /POTRERO IS AFFORDABLE TO PEOPLE WITH A WIDE RANGE OF
INCOMES.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities.

SOMA AREA PLAN

OBJECTIVE 3

ENCOURAGE THE DEVELOPMENT OF NEW HOUSING, PARTICULARLY AFFORDABLE
HOUSING.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing

opportunities.

WESTERN SHORELINE AREA PLAN

POLICY 11.3

Continue the enforcement of citywide housing policies, ordinances and standards regarding
the provision of safe and convenient housing to residents of all income levels, especially low-
and moderate-income people.

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities.

WESTERN SOMA AREA PLAN

OBJECTIVE 3.3

ENSURE THAT A SIGNIFICANT PERCENTAGE OF THE NEW HOUSING CREATED IS
AFFORDABLE TO PEOPLE WITH A WIDE RANGE OF INCOMES

The ordinance amending the Inclusionary Affordable Housing Program would increase affordable housing
opportunities.

8. Planning Code Section 101 Findings. The proposed amendments to the Planning Code are
consistent with the eight Priority Policies set forth in Section 101.1(b) of the Planning Code in
that:

1. That existing neighborhood-serving retail uses be preserved and enhanced and future
opportunities for resident employment in and ownership of such businesses enhanced;
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SAN FRANCISCO

The ordinance amending the Inclusionary Affordable Housing Program would not have a negative
effect on neighborhood serving retail uses and will not have a negative effect on opportunities for
resident employment in and ownership of neighborhood-serving retail.

That existing housing and neighborhood character be conserved and protected in order to
preserve the cultural and economic diversity of our neighborhoods;

The ordinance amending the Inclusionary Affordable Housing Program would not have a negative
effect on housing or neighborhood character, and would enhance the cultural and economic diversity of
neighborhoods by expanding opportunities for mixed-income residential developments and
establishing citywide Dwelling Unit Mix Requirements to encourage a greater supply of larger units
better suited to serve family households.

That the City’s supply of affordable housing be preserved and enhanced;

The ordinance amending the Inclusionary Affordable Housing Program would increase City’s supply
of permanently affordable housing provided through newly constructed residential developments.

That commuter traffic not impede MUNI transit service or overburden our streets or
neighborhood parking;

The ordinance amending the Inclusionary Affordable Housing Program would not result in commuter
traffic impeding MUNI transit service or overburdening the streets or neighborhood parking.

That a diverse economic base be maintained by protecting our industrial and service sectors
from displacement due to commercial office development, and that future opportunities for
resident employment and ownership in these sectors be enhanced;

The ordinance amending the Inclusionary Affordable Housing would not cause displacement of the
industrial or service sectors due to office development as it does not enable office development.

That the City achieve the greatest possible preparedness to protect against injury and loss of life in an
earthquake;

The proposed Ordinance would not have an adverse effect on City’s preparedness against injury and
loss of life in an earthquake.

That the landmarks and historic buildings be preserved;

The proposed Ordinance would not have an adverse effect on the City’s Landmarks and historic
buildings.

That our parks and open space and their access to sunlight and vistas be protected from
development;
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The proposed Ordinance would not have an adverse effect on the City’s parks and open space and their
access to sunlight and vistas.

9. Planning Code Section 302 Findings. The Planning Commission finds from the facts presented
that the public necessity, convenience and general welfare require the proposed amendments to
the Planning Code as set forth in Section 302; and

BE IT FURTHER RESOLVED that the Commission hereby recommends that the Board ADOPT WITH
MODIFICSATIONS a proposed Ordinance amending the Inclusionary Affordable Housing Program and
establishing new Dwelling Unit Mix Requirements, as described in the Commission’s April 27, 2017
recommendations as recorded in Resolution Number 19903, and as described and reaffirmed in the
Commission’s June 15, 2017 recommendations as recorded in Resolution Number 19937, with the
following recommended modifications, as relate to the additional material modification contained within
the amended and duplicated Consensus Ordinance [Board File No. 170760]:

1. Modify the Ordinance to remove the proposed maximum limit on studio units in residential
districts outside of Plan Areas, unless and until such a maximum limit can be supported by
appropriate study and analysis. Specifically, such analysis should consider the estimated need
for different unit types in San Francisco; how the proposed maximum limit on studio units
would function in conjunction with minimum requirements for large units; and how such
requirements taken as a whole would impact the viability of projects at a variety of scales.

2. No cap lower than 50% of total project units should be set, without further analysis. Such a
maximum would significantly limit the likelihood of impacting project viability and decreasing
the number of housing units produced by pipeline and future projects.

I hereby certify that the foregoing Resolution was adopted by the Commission at its meeting on July 6,
2017.

Jonas P. Ionin
Commission Secretary

AYES:
NOES:
ABSENT:

ADOPTED:

SAN FRANCISCO 10
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AMENDED IN COMMITTEE
FILE NO. 170760 6/19/2017 ORDINANCE NO.

[Planning Code - Inclusionary Affordable Housing Fee and_Dwelling Unit Mix Requirements]

Ordinance amending the Planning Code to revise the amount of the Inclusionary

Affordable Housing Fee and the On-Site and Off-Site Affordable Housing Alternatives

and other Inclusionary Housing requirements; addingreportingreguirementsfor
density-bonusprojeetsto require minimum dwelling unit mix in most residential

districts; affirming the Planning Department’s determination under the California

Environmental Quality Act; making findings of public necessity, convenience, and

welfare under Planning Code, Section 302; and making findings of consistency with the

General Plan, and the eight priority policies of Planning Code, Section 101.1.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in single-underline italics Times New Roman font.
Deletions to Codes are in .
Board amendment additions are in double-underlined Arial font.
Board amendment deletions are in strikethrough-Arial-ont.
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:

Section 1. General Findings.

(&) The Planning Department has determined that the actions contemplated in this
ordinance comply with the California Environmental Quality Act (California Public Resources
Code Sections 21000 et seq.). Said determination is on file with the Clerk of the Board of
Supervisors in File No. __ and is incorporated herein by reference. The Board affirms this
determination.

(b) On April 27, 2017, the Planning Commission, in Resolution No. 19903, adopted

findings that the actions contemplated in this ordinance are consistent, on balance, with the

Supervisors Breed; Kim, Peskin, Safai, Tang
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City’s General Plan and eight priority policies of Planning Code Section 101.1. The Board
adopts these findings as its own. A copy of said Resolution is on file with the Clerk of the
Board of Supervisors in File No. __ | and is incorporated herein by reference.

(c) Pursuant to Planning Code Section 302, this Board finds that this Planning Code
Amendment will serve the public necessity, convenience, and welfare for the reasons set forth
in Planning Commission Resolution No. 19903 and the Board incorporates such reasons
herein by reference. A copy of Planning Commission Resolution No. 19903 is on file with the

Board of Supervisors in File No.

Section 2. Findings About Inclusionary Affordable Housing Requirements.

(&) The purpose of this ordinance is to adopt inclusionary or affordable housing
obligations following voter approval of Proposition C at the June 7, 2016 election to revise the
City Charter's inclusionary affordable housing requirements, which won overwhelming support
with 67.9% of the vote, and to update the provisions of the Planning Code that became
effective after the Charter Amendment passed, consistent with the process set forth in Section
415.10 of the Planning Code, and elaberated-upen-further outlined in Ordinance No. 76-16,

which required that the City study how to set inclusionary housing obligations in San
Francisco at the maximum economically feasible amount in market rate housing development
to create affordable housing. The inclusionary affordable housing obligations set forth in this
ordinance will supersede and replace any previous requirements.

(b) The San Francisco residential real estate market is one of the most expensive in
the United States. In February 2016, the California Association of Realtors reported that the
median priced home in San Francisco was $1,437,500. This price is 222% higher than the
State of California median ($446,460), and 312% higher than the national average
($348,900). While the national homeownership rate is approximately 63.8%, only

Supervisors Breed; Kim, Peskin, Safai, Tang
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approximately 37% of San Franciscans own their own home. The majority of market-rate
homes for sale in San Francisco are priced out of the reach of low- and moderate--income
households. In 2015, the average rent was $3,524, which is affordable to households earning
over $126,864.

(c) The Board of Supervisors adopted San Francisco’s General Plan Housing Element
in March 2015, and the California Housing and Community Development Department certified
it on May 29, 2015. The Housing Element states that San Francisco’s share of the regional
housing need for years 2015 through 2022 includes 10,873 housing units for very-low- and
low-income households and 5,460 units for moderate/middle-income households, and a total
production of 28,870 net new units, with almost 60% to be affordable for very-low, low- and
moderate/middle-income San Franciscans.

(d) In November 2016, the City provided the updated Residential Affordable Housing
Nexus Analysis that confirms and quantifies the impact of new market rate housing
development on the demand for affordable housing for households earning up to 120% of
area median income. The study demonstrates a need of 31.8% affordable housing for rental
housing, and 37.6% affordable housing for ownership housing, and a need of 24.1% onsite
affordable housing for rental housing, and 27.3% onsite affordable housing for ownership

housing for households with incomes up to 120% of Area Median Income. When guantifying

affordable housing impacts on households making up to 150% of area median income, the
study demonstrates a need of 34.9% affordable housing for rental housing, and a need of
41.3% onsite affordable housing for ownership housing.

(e) In February 2017, the Office of the Controller presented a study of the economic
feasibility of increased inclusionary housing requirements, entitled “Inclusionary Housing
Working Group: Final Report.” The Controller's Office, supported by a contracted consulting

team of three firms and advised by a Technical Advisory Committee (TAC) with

Supervisors Breed; Kim, Peskin, Safai, Tang
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representatives appointed by the Mayerand-Board-ef- SupervisersController, developed

several policy recommendations, including: (1) that the City should impose different
inclusionary housing requirements on rental and for-sale (condominium) properties; (2) that
the City eeuldcan set the initial onsite requirements at a maximum feasible amount of 18% for
rental projects and 20% for ownership projects; (3) that the City may-adeptshould commit to a
15-year schedule of increases to the inclusionary housing rate, at a rate of 0.5% increase
each year; and (4) that the City should revise the schedule of Inclusionary housing fees to
provide a more equivalent cost for developers as the on-site requirements. The Controller’s
Office recommended updating the fee percentage to 23% and 28% to create an equivalency
to the recommended 18% and 20% on-site requirements, with the City conducting the specific
calculation of the fee itself.

() The Controller’s Report further acknowledged that if either the state density bonus

or a local bonus program were widely implemented in San Francisco, the likely result would
be higher residual land values in many locations, which would support a higher inclusionary
requirement.

(9) The City’s Inclusionary Affordable Housing Program is intended to help address the
demonstrated need for affordable housing in the City through the application of the City’s land

use controls

h) As rents and sales prices outpace what is affordable to the typical San Francisco

family, the City faces a continuing shortage of affordable housing for not only very low- and
low-income residents, but also for moderate, middle and upper-middle income families.

(i) _In order to maximize the benefit of state and federal funds supporting affordable
housing construction, which are typically restricted to very low- and low-income households,
and to maximize the amount of affordable units constructed, the maijority of the City’s new
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affordable housing production is likely to continue to focus on households at or below 60% of
area median income.

(1) _The Board of Supervisors recognizes that this Inclusionary Housing Program is only
one small part of the City's overall strategy for providing affordable housing to very low-, low-,

moderate-, and middle-income households. The City will continue to acquire, rehabilitate and

produce units through the Mayor's Office of Housing and Community Development, provide
rental subsidies, and provide homeownership assistance to continue to expand its reach to
households in need of affordable housing.

k) The City will also continue to pursue innovative solutions to provide and stabilize

affordable housing in San Francisco, including programs such as HOME-SF that incentivize

projects that set aside 30% of on-site units as permanently affordable, and 40% of units as
family-friendly multiple bedroom units.

(1) _In an effort to support a mix of both ownership project and rental projects, the City is
providing a direct financial contribution to project sponsors who agree to rent units for a period
of 30 years. The direct financial contribution is in the form of a reduction in the applicable

affordable housing requirement.

Section 3. The Planning Code is hereby amended by revising Sections 415.2, 415.3,
4155, 415.6, and 415.7, and 415.10, and adding a-rew—Section 415.11, to read as follows:

SEC. 415.2. DEFINITIONS.
See Section 401 of this Article. Ferpurpeses-of-Sectiohs-415-3et-seg—low-income”
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“Owned Unit” shall mean a dwelling unit that is a condominium, stock cooperative, community

apartment or detached single family home. The owner or owners of an owned unit must occupy the unit

as their primary residence.

“Rental Housing Project” shall mean a housing project consisting solely of Rental Units, as

defined in Section 401, which meets the following requirements:

(1) The units shall be rental housing for not less than 30 years from the issuance of the

certificate of occupancy pursuant to an agreement between the developer and the City. This agreement

shall be in accordance with applicable State law governing rental housing. All such agreements

entered into with the City must be reviewed and approved by the Planning Director and the City

Attorney’s Office, and may be executed by the Planning Director;

(2) The agreement shall be recorded against the property prior to issuance of the

certificate of occupancy.

SEC. 415.3. APPLICATION.

* * * *

(b) Any development project that has submitted a complete Environmental Evaluation
application prior to January 1, 2013 shall comply with the Affordable Housing Fee

requirements, the on-site affordable housing requirements or the off-site affordable housing

requirements, and all other provisions of Section 415.1 et seq., as applicable, in effect on
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January 12, 2016. For development projects that have submitted a complete Environmental
Evaluation application on or after January 1, 2013, the requirements set forth in Planning
Code Sections 415.5, 415.6, and 415.7 shall apply to certain development projects consisting
of 25 dwelling units or more during a limited period of time as follows.

(1) If a development project is eligible and elects to provide on-site affordable
housing, the development project shall provide the following amounts of on-site affordable
housing. All other requirements of Planning Code Sections 415.1 et seq. shall apply.

(A) Any development project that has submitted a complete
Environmental Evaluation application prior to January 1, 2014 shall provide affordable units in
the amount of 13% of the number of units constructed on-site.

(B) Any development project that has submitted a complete
Environmental Evaluation application prior to January 1, 2015 shall provide affordable units in
the amount of 13.5% of the number of units constructed on-site.

(C) Any development project that has submitted a complete
Environmental Evaluation application on or prior to January 12, 2016 shall provide affordable
units in the amount of 14.5% of the number of units constructed on-site.

(D) Any development project that submits an Environmental Evaluation
application after January 12, 2016, shall comply with the requirements set forth in Planning
Code Sections 415.5, 415.6 and 415.7, as applicable.

(E) Notwithstanding the provisions set forth in subsections (b)(1)(A), (B)
and (C) of this sSection 415.3, if a development project is located in a UMU Zoning District or
in the South of Market Youth and Family Zoning District, and is eligible and elects to provide
on-site units pursuant to Section 415.5(g), such development project shall comply with the on-
site requirements applicable within such Zoning Districts, as they existed on January 12,

2016, plus the following additional amounts of on-site affordable units: (i) if the development
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project has submitted a complete Environmental Evaluation application prior to January 1,
2014, the Project Sponsor shall provide additional affordable units in the amount of 1% of the
number of units constructed on-site; (ii) if the development project has submitted a complete
Environmental Evaluation application prior to January 1, 2015, the Project Sponsor shall
provide additional affordable units in the amount of 1.5% of the number of units constructed
on-site; or (iii) if the development project has submitted a complete Environmental Evaluation
application on or prior to January 12, 2016, the Project Sponsor shall provide additional
affordable units in the amount of 2% of the number of units constructed on-site.

(F) Any development project that has submitted a complete
Environmental Evaluation application on or before January 12, 2016 and seeks to utilize a
density bonus under State Law shall use its best efforts to provide on-site affordable units in
the amount of 25% of the number of units constructed on-site and shall consult with the
Planning Department about how to achieve this amount of inclusionary affordable housing.
Any-preject-An applicant seeking a density bonus under the provisions of State Law shall

provide reasonable documentation to establish eligibility for a requested density bonus, incentives or

concessions, and waivers or reductions of development standards. prepare-a-repert-analyzing-how-the

(2) If a development project pays the Affordable Housing Fee or is eligible and
elects to provide off-site affordable housing, the development project shall provide the
following fee amount or amounts of off-site affordable housing during the limited periods of

time set forth below. All other requirements of Planning Code Sections 415.1 et seq. shall

apply.

Supervisors Breed; Kim, Peskin, Safai, Tang
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(A) Any development project that has submitted a complete
Environmental Evaluation application prior to January 1, 2014, shall pay a fee or provide off-
site housing in an amount equivalent to 25% of the number of units constructed on-site.

(B) Any development project that has submitted a complete
Environmental Evaluation application prior to January 1, 2015, shall pay a fee or provide off-
site housing in an amount equivalent to 27.5% of the number of units constructed on-site.

(C) Any development project that has submitted a complete
Environmental Evaluation application on or prior to January 12, 2016 shall pay a fee or
provide off-site housing in an amount equivalent to 30% of the number of units constructed
on-site.

(D) Any development project that submits an Environmental Evaluation
application after January 12, 2016 shall comply with the requirements set forth in Sections
415.5, 415.6, and 415.7, as applicable.

(E) Notwithstanding the provisions set forth in subsections (b)(2)(A), (B)
and (C) of this Section 415.3, for development projects proposing buildings over 120 feet in
height, as measured under the requirements set forth in the Planning Code, except for
buildings up to 130 feet in height located both within a special use district and within a height
and bulk district that allows a maximum building height of 130 feet, such development projects
shall pay a fee or provide off-site housing in an amount equivalent to 33-30% of the number of
units constructed on-site. Any buildings up to 130 feet in height located both within a special
use district and within a height and bulk district that allows a maximum building height of 130
feet shall comply with the provisions of subsections (b)(2)(A), (B) and (C) of this Section 415.3
during the limited periods of time set forth therein.

(F) Notwithstanding the provisions set forth in subsections (b)(2)(A), (B)

and (C) of this sSection 415.3, if a development project is located in a UMU Zoning District or

Supervisors Breed; Kim, Peskin, Safai, Tang
BOARD OF SUPERVISORS Page 9



© 00 N o o -~ w N kP

N NN N NN B B R R R R R R R
O B W N P O © © N o O M W N B O

EXHIBIT B

in the South of Market Youth and Family Zoning District, and pays the Affordable Housing Fee
or is eligible and elects to provide off-site affordable housing pursuant to Section 415.5(g), or
elects to comply with a land dedication alternative, such development project shall comply
with the fee, off-site or land dedication requirements applicable within such Zoning Districts,
as they existed on January 12, 2016, plus the following additional amounts for the Affordable
Housing Fee or for land dedication or off-site affordable units: (i) if the development project
has submitted a complete Environmental Evaluation application prior to January 1, 2014, the
Project Sponsor shall pay an additional fee, or provide additional land dedication or off-site
affordable units, in an amount equivalent to 5% of the number of units constructed on-site; (ii)
if the development project has submitted a complete Environmental Evaluation application
prior to January 1, 2015, the Project Sponsor shall pay an additional fee, or provide additional
land dedication or off-site affordable units, in an amount equivalent to 7.5% of the number of
units constructed on-site; or (iii) if the development project has submitted a complete
Environmental Evaluation application on or prior to January 12, 2016, the Project Sponsor
shall pay an additional fee, or provide additional land dedication or off-site affordable units, in
an amount equivalent to 10% of the number of units constructed on-site. Notwithstanding the
foregoing, a development project shall not pay a fee or provide off-site units in a total amount
greater than the equivalent of 3330% of the number of units constructed on-site.

(G) Any development project consisting of 25 dwelling units or more that
has submitted a complete Environmental Evaluation application on or prior to January 12,
2016, and is eligible and elects to provide off-site affordable housing, may provide off-site
affordable housing by acquiring an existing building to fulfill all or part of the requirements set
forth in this Section 415.3 and in Section 415.7 with an equivalent amount of units as specified
in this Section 415.3(b)(2), as reviewed and approved by the Mayor's Office of Housing and

Community Development and consistent with the parameters of its Small Sites Acquisition
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and Rehabilitation Program, in conformance with the income limits for the Small Sites

Program.

* * * *

(d) Notwithstanding the provisions set forth in Section 415.3(b), or the inclusionary

affordable housing requirements contained in Sections 415.5, 415.6, and 415.7, such

requirements shall not apply to any project that has not submitted a complete Environmental
Evaluation Application on or before January 12, 2016, if the project is located within the
Eastern Neighborhoods Mission Planning Area, the North of Market Residential Special Use

District Subarea 1 or Subarea 2, or the SOMA Neighborhood Commercial Transit District,

because inclusionary affordable housing levels for those areas will be addressed in
forthcoming area plan processes or an equivalent community planning process. Until such
planning processes are complete and new inclusionary housing requirements for projects in

those areas are adopted, projects shall (1) pay a fee or provide off-site housing in an amount

equivalent to 30% or (2) provide affordable units in the amount of 25% of the number of

Rental Units constructed on-site or 27% of the number of Owned Units constructed on-site.

For Rental Units, 15% of the on-site affordable units shall be affordable to low-income

households, 5% shall be affordable to moderate-income households and 5% shall be

affordable to middle-income households. For Owned Units, 15% of the on-site affordable

units shall be affordable to low-income households, 6% shall be affordable to moderate-

income households and 6% shall be affordable to middle-income households.

(de) The City may continue to enter into development agreements or other similar
binding agreements for projects that provide inclusionary affordable housing at levels that may
be different from the levels set forth in Sections 415.1 et seq.

(f) Section 415.1 et seq., the Inclusionary Housing Program, shall not apply to:
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(1) That portion of a housing project located on property owned by the United
States or any of its agencies or leased by the United States or any of its agencies, for a period
in excess of 50 years, with the exception of such property not used exclusively for a
governmental purpose;

(2) That portion of a housing project located on property owned by the State of
California or any of its agencies, with the exception of such property not used exclusively for a
governmental or educational purpose; or

(3) That portion of a housing project located on property under the jurisdiction of
the San Francisco Office of Community Investment and Infrastructure or the Port of San
Francisco where the application of Section 415.1 et seq. is prohibited by California or local
law.

(4) A 100% affordable housing project in which rents are controlled or regulated
by any government unit, agency or authority, excepting those unsubsidized and/or unassisted
units which are insured by the United States Department of Housing and Urban Development.
The Mayor's Office of Housing and Community Development must represent to the Planning
Commission or Planning Department that the project meets this requirement.

* * * *

(5) A Student Housing project that meets all of the following criteria:
(C) The Mayor’s Office of Housing and Community Development
(MOHCD) is authorized to monitor this program. MOHCD shall develop a monitoring form and
annual monitoring fee to be paid by the owner of the real property or the Post-Secondary
Educational Institution or Religious Institutions, as defined in Section 102 of this Code. The

owner of the real property and each Post-Secondary Educational Institution or Institutions
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shall agree to submit annual documentation to MOHCD and the Planning Department, on or

before December 31 of each year, that which addresses the following:

* * * *

(i) The owner of the real property records a Notice of Special
Restrictions (NSR) against fee title to the real property on which the Student Housing is
located that states the following:
* x x %
d. The Post-Secondary Educational Institution is required to

report annually as required in Subsection (&f)(5)(C) above;

* * * *

SEC. 415.5. AFFORDABLE HOUSING FEE.
* x x *
(b) Amount of Fee. The amount of the fee which that may be paid by the project
sponsor subject to this Program shall be determined by MOHCD utilizing the following factors:
(1) The number of units equivalent to the applicable off-site percentage of the
number of units in the principal housing project.
(A) For housing development projects consisting of 10 dwelling units or more,

but less than 25 dwelling units, tFhe applicable percentage shall be 20%-fer-housing-development

(B) Fhe-applicablepercentagefor For development projects consisting of

25 dwelling units or more, the applicable percentage shall be 33% if such units are Owned Units.

(C) For development projects consisting of 25 dwelling units or more, the

applicable percentage shall be 30% if such units are Rental Units in a Rental Housing Project. In the

event one or more of the Rental Units in the principal Rental Housing Project become ownership units,
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for each Rental Unit or for the principal Rental Housing Project in its entirety, as applicable, th

Project Sponsor shall pay-te-either (A) reimburse the City the differenrece-ir-the-proportional

amount of the a

Inclusionary
Affordable Housing Fee, which would be equivalent to the current Inclusionary Affordable
Housing Fee requirement for Owned Units, whieh-is-33%-ofor (B) provide additional on-site or

off-site affordable units equivalent to the current inclusionary requirements for Owned Units,
apportioned among the required number of tetal-units at various income levels in compliance

MOHCEDBrequirements in effect at the time of conversion.

(2) The affordability gap shalt-be-ealeulated using data on the MOHCD s cost_of

construction of residential ef-construction-of-to-construct-affordable-residential housing. No

later than January 31, 2018, the Controller, with the support of consultants as necessary, and
in consultation with the Inclusionary Housing Technical Advisory Committee (TAC)
established in Planning Code Section 415.10, shall conduct a study to develop an appropriate

methodology for calculating, indexing, and applying the appropriate amount of the
Inclusionary Affordable Housing Fee. To support the Controller’s study, and annually

thereafter, MOHCD shall provide the following documentation: (1) schedules of sources and

uses of funds and independent auditor’s reports (“Cost Certifications”) for all MOHCD-funded

developments completed within three years of the date of reporting to the Controller; and, (2)
for any MOHCD-funded development that commenced construction within three years of the
reporting date to the Controller but for which no Cost Certification is yet complete, the sources
and uses of funds approved by MOHCD and the construction lender as of the date of the
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development’s construction loan closing. Cost Certifications completed in years prior to the

year of reporting to the Controller may be increased or decreased by the applicable annual

Construction Cost Index percentage(s) for residential construction for San Francisco reported

in the Engineering News Record. MOHCD, together with the Controller and TAC, shall

evaluate the cost-to-construct data, including actual and appraised land costs, state and/or
federal public subsidies available to MOHCD-funded projects, and determine MOHCD’s
average costs. Following completion of this study, the Board of Supervisors will review the
analyses, methodology, fee application, and the proposed fee schedule; and may consider
adopting legislation to revise the Inclusionary Affordable Housing fees. The method of
calculating, indexing, and applying the fee shall be published in the Procedures Manual. fer

projeets—The Department and MOHCD shall ealedlate-the-affordability-gap-within-6-menths-of
the-effective-date-of this-ordinance-and-shall-update the fee methodology and technical report

every twe three years, with analysis from the Technical Advisory Committee, from-time-to-time
as-they-deem-appropriate in order to ensure that the affordability gap remains current, and-te
reflect-eurrent-costs-of-construetionconsistent with the requirements set forth below in Section
415.5(b)(3) and Section 415.10.

(3) Annual Fee Update. For all housing developments, no Ne later than January 1
of each year, MOHCD shall adjust the fee based on adjustmentsin-the Gity’s cost of constructing
affordable housing-; including-developmentandland-acquisition-costs. MOHCD shall provide

the Planning Department, DBI, and the Controller with current information on the adjustment

to the fee so that it can be included in the Planning Department's and DBI's website notice of
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the fee adjustments and the Controller's Citywide Development Fee and Development Impact

Requirements Report described in Section 409(a). MOHCD-is-autherized-to-shall-develop-an

indexing shall be published in the Procedures Manual-and-shallbe-provided-to-the Board-of
. heniti ated.

(4) Specific Geographic Areas. For any housing development that is located in an

area with a specific affordable housing requirement set forth in a Special Use District, or in
any other section of the Code such as Section 419, the higher affordable housing requirement
shall apply.

(5) In the event the project sponsor does not procure a building permit or site permit for

construction of the principal project within twe-years{2430 months) of the project’s approval, the

development project shall comply with the inclusionary affordable housing requirements applicable

thereafter at the time when the project sponsor does proceed with pursuing a building permit. Such

time period shall be extended in the event of any litigation seeking to invalidate the City's approval of

such project, for the duration of the litigation.

(6) The fee shall be imposed on any additional units or square footage

authorized and developed under California Government Code Sections 65915 et seq. This

subsection 415.5(b)(6) shall not apply to development projects that have submitted a

complete Environmental Evaluation application on or before January 1, 2016.

(7)_If the principal project has resulted in demolition, conversion, or removal of

affordable housing units that are subject to a recorded covenant, ordinance, or law that
restricts rents to levels affordable to persons and families of moderate-, low- or very low-
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income, or housing that is subject to any form of rent or price control through a public entity’s

valid exercise of its police power and determined to be affordable housing, the Commission or

the Department shall require that the project sponsor pay the Inclusionary Affordable Housing
Fee equivalent for the number of affordable units removed, in addition to compliance with the
inclusionary requirements set forth in this Section.

(c) Notice to Development Fee Collection Unit of Amount Owed. Prior to issuance
of the first construction document for a development project subject to Section 415.5, MOH
the Planning Department shall notify the Development Fee Collection Unit at DBI
electronically or in writing of its calculation of the amount of the fee owed.

(d) Lien Proceedings. If, for any reason, the Affordable Housing Fee imposed
pursuant to Section 415.5 remains unpaid following issuance of the first Certificate of
Occupancy, the Development Fee Collection Unit at DBI shall institute lien proceedings to
make the entire unpaid balance of the fee, plus interest and any deferral surcharge, a lien
against all parcels used for the development project in accordance with Section 408 of this
Article and Section 107A.13.15 of the San Francisco Building Code.

(e) If a housing project is located in an Area Plan with an additional or specific
affordable housing requirements such as those set forth in a special use district or sSections

416, 417, and 419 or elsewhere in this code, the higher housing requirement shall apply. mere

(f) Use of Fees. All monies contributed pursuant to the Inclusionary Affordable

Housing Program shall be deposited in the Citywide Affordable Housing Fund ("the Fund"),
established in Administrative Code Section 10.100-49. The Mayor's Office of Housing and
Community Development ("MOHCD") shall use the funds collected under this Section in the

following manner:
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(1) Except as provided in subsection (2) below, the funds collected under this
Section shall be used to:

(A) increase the supply of housing affordable to qualifying households
subject to the conditions of this Section; and

(B) provide assistance to low- and moderate--income homebuyers; and

(C) pay the expenses of MOHCD in connection with monitoring and
administering compliance with the requirements of the Program. MOHCD is authorized to use
funds in an amount not to exceed $200,000 every 5 years to conduct follow-up studies under
Section 415.9(e) and to update the affordable housing fee amounts as described above in
Section 415.5(b). All other monitoring and administrative expenses shall be appropriated
through the annual budget process or supplemental appropriation for MOHCD.

(2) "Small Sites Funds."

(A) Designation of Funds. MOHCD shall designate and separately
account for 10% percent of all fees that it receives under Section 415.1 et seq. that are
deposited into the Citywide Affordable Housing Fund, established in Administrative Code
Section 10.100-49, excluding fees that are geographically targeted such as those referred to
in Sections 415.5(b)(1) and 827(b)(1), to support acquisition and rehabilitation of Small Sites
("Small Sites Funds"). MOHCD shall continue to divert 10% of all fees for this purpose until
the Small Sites Funds reach a total of $15 million at which point, MOHCD will stop designating
funds for this purpose. At such time as designated Small Sites Funds are expended and dip
below $15 million, MOHCD shall start designating funds again for this purpose, such that at
no time the Small Sites Funds shall exceed $15 million. When the total amount of fees paid to
the City under Section 415.1 et seq. totals less than $10 million over the preceding 12 month
period, MOHCD is authorized to temporarily divert funds from the Small Sites Fund for other

purposes. MOHCD must keep track of the diverted funds, however, such that when the
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amount of fees paid to the City under Section 415.1_et seq. meets or exceeds $10 million over
the preceding 12 month period, MOHCD shall commit all of the previously diverted funds and
10% pereent of any new funds, subject to the cap above, to the Small Sites Fund.

(B) Use of Small Sites Funds. The funds shall be used exclusively to
acquire or rehabilitate "Small Sites" defined as properties consisting of 2-25 units. Units
supported by monies from the fund shall be designated as housing affordable to qualified
households as-setferth-ir-Section-415:2 for the life of the project re-less-than-55-years.
Properties supported by the Small Sites Funds must be:

(i) rental properties that will be maintained as rental properties;

(i) vacant properties that were formerly rental properties as long
as those properties have been vacant for a minimum of two years prior to the effective date of
this legislation;

(i) properties that have been the subject of foreclosure; or

(iv) a Limited Equity Housing Cooperative as defined in
Subdivision Code Sections 1399.1 et seq. or a property owned or leased by a non-profit entity
modeled as a Community Land Trust.

(C) Initial Funds. If, within 18 months from April 23, 2009, MOHCD
dedicates an initial one-time contribution of other eligible funds to be used initially as Small
Sites Funds, MOHCD may use the equivalent amount of Small Sites Funds received from
fees for other purposes permitted by the Citywide Affordable Housing Fund until the amount of
the initial one-time contribution is reached.

(D) Annual Report. At the end of each fiscal year, MOHCD shall issue a
report to the Board of Supervisors regarding the amount of Small Sites Funds received from

fees under this legislation, and a report of how those funds were used.
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(E) Intent. In establishing guidelines for Small Sites Funds, the Board of
Supervisors does not intend to preclude MOHCD from expending other eligible sources of
funding on Small Sites as described in this Section 415.5, or from allocating or expending
more than $15 million of other eligible funds on Small Sites.

(3) For all projects funded by the Citywide Affordable Housing Fund, MOHCD
requires the project sponsor or its successor in interest to give preference as provided in
Administrative Code Chapter 47.

(g) Alternatives to Payment of Affordable Housing Fee.

(1) Eligibility: A project sponsor must pay the Affordable Housing Fee unless it
qualifies for and chooses to meet the requirements of the Program though an Alternative
provided in this subsection (g). The project sponsor may choose one of the following
Alternatives:

(A) Alternative #1: On-Site Units. Project sponsors may elect to
construct units affordable to qualifying households on-site of the principal project pursuant to
the requirements of Section 415.6.

(B) Alternative #2: Off-Site Units. Project sponsors may elect to
construct units affordable to qualifying households at an alternative site within the City and
County of San Francisco pursuant to the requirements of Section 415.7.

(C) Alternative #3: Small Sites. Qualifying project sponsors may elect
to fund buildings as set forth in Section 415.7-1.

(D) Alternative #4: Combination. Project sponsors may elect any
combination of payment of the Affordable Housing Fee as provided in Section 415.5,
construction of on-site units as provided in Section 415.6, or construction of off-site units as
provided in Section 415.7, provided that the project applicant constructs or pays the fee at the

appropriate percentage or fee level required for that option. Development Projects that have
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submitted a complete Environmental Evaluation application after January 12, 2016 that are

providing on-site units under Section 415.6 and that gualify for and receive additional density

under California Government Code Section 65915 et seq. shall use Alternative #4 to pay the

Affordable Housing Fee on any additional units or square footage authorized under Section
65915.

(2) Qualifications: If a project sponsor wishes to comply with the Program
through one of the Alternatives described in subsection (g)(1) rather than pay the Affordable
Housing Fee, they must demonstrate that they qualify for the Alternative to the satisfaction of
the Department and MOHCD. A project sponsor may qualify for an Alternative by the
following methods:

(i) Method #1 - Ownership Units. All affordable units provided under
this Program shall be sold as ownership units and will remain ownership units for the life of
the project. Project sponsors must submit the 'Affidavit of Compliance with the Inclusionary
Affordable Housing Program’ to the Planning Department prior to project approval by the
Department or the Commission; or

(i) Method #2 - Government Financial Contribution. Submit to the
Department a contract demonstrating that the project's on- or off-site units are not subject to
the Costa Hawkins Rental Housing Act, California Civil Code Section 1954.50 because, under
Section 1954.52(b), it has entered into an agreement with a public entity in consideration for a
direct financial contribution or any other form of assistance specified in California Government
Code Sections 65915 et seq. and it submits an Affidavit of such to the Department. All such
contracts entered into with the City and County of San Francisco must be reviewed and

approved by the-Mayers-Office-Housing MOHCD and the City Attorney's Office. All contracts

that involve 100% affordable housing projects in the residential portion may be executed by

the Mayor or the Director of the-Mayoers-Office-ef Housing MOHCD. Any contract that
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involves less than 100% affordable housing in the residential portion, may be executed by

either the Mayor, the Director of the-Mayer's-Office-of Housing MOHCD or, after review and
comment by the-Mayer's-Office-of Housing MOHCD, the Planning Director. A Development

Agreement under California Government Code Sections 65864 et seq. and Chapter 56 of the
San-Franeisee Administrative Code entered into between a project sponsor and the City and
County of San Francisco may, but does not necessarily, qualify as such a contract.

(3) The Planning Commission or the Department may not require a project
sponsor to select a specific Alternative. If a project sponsor elects to meet the Program
requirements through one of the Alternatives described in subsection (g)(1), they must choose
it and demonstrate that they qualify 30 days prior to any project approvals from the Planning

Commission or Department. The Alternative will be a condition of project approval and

recorded against the property in an NSR. Any subsequent change by a project sponsor that
results in the reduction in the number of on-site units shall require public notice for a hearing
and approval from the Planning Commission. Notwithstanding the foregoing, if a project

sponsor qualifies for an Alternative described in subsection (g)(1) and elects to construct the
affordable units on- or off-site, they the project sponsor must submit the ‘Affidavit of
Compliance with the Inclusionary Housing Program* based on the fact that the units will be
sold as ownership units. A project sponsor who has elected to construct affordable ownership
units on- or off-site may only elect to pay the Affordable Housing Fee up to the issuance of the
first construction document if the project sponsor submits a new Affidavit establishing that the
units will not be sold as ownership units. If a project sponsor fails to choose an Alternative
before project approval by the Planning Commission or Planning Department or if a project
becomes ineligible for an Alternative, the provisions of Section 415.5 shall apply.

(4) If at any time, the project sponsor eliminates the on-site or off-site affordable

ownership-only units, then the project sponsor must immediately inform the Department and
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MOH MOHCD and pay the applicable Affordable Housing Fee plus interest and any
applicable penalties provided for under this Code. If a project sponsor requests a modification
to its conditions of approval for the sole purpose of complying with this Section, the Planning
Commission shall be limited to considering issues related to Section 415et seq. in considering

the request for modification

SEC. 415.6. ON-SITE AFFORDABLE HOUSING ALTERNATIVE.

Econemic-FeasibHity-Study- If a project sponsor is eligible and elects to provide on-site units

pursuant to Section 415.5(g), the development project shall meet the following requirements:
(&) Number of Units. The number of units constructed on-site shall be as follows:

(1) Eor housing development projects consisting of 10 dwelling units or more, but less

than 25 dwelling units, Fthe number of affordable units constructed on-site shall generally be

12% of all units constructed on the project site fer-heusing-development-projectsconsisting-of10

dweling-units-or-mere-but-less-than-25-dweling-units. The affordable units shall all be affordable
to low-—aneHewer—income households. Owned Units shall be affordable to households earning

806%up to 100% of Area Median Income, with an average-affordable sales price set at 9680% of

Area Median Income or less. Rental Units shall be affordable to households earning 46%up to

8065% of Area Median Income, with an average affordable rent set at 6655% of Area Median

Income or less.

(2) For any housing development project consisting of 25 or more Owned Units,

the number of affordable units constructed on-site shall generally be 20% of all units
constructed on the project site. A minimum of 10% of the units shall be affordable to low-
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income households, 5% of the units shall affordable to moderate-income households, and 5%

of the units shall be affordable to middle-income households. In no case shall the total

number of affordable units required exceed the number required as determined by the
application of the applicable on-site requirement rate to the total project units. Owned Units
for low-income households shall have an affordable purchase price set at 80% of Area
Median Income or less, with households earning up to 100% of Area Median Income eligible
to apply for low-income units. Owned Units for moderate-income households shall have an
affordable purchase price set at 105% of Area Median Income or less, with households

earning from 95% to 120% of Area Median Income eligible to apply for moderate-income

units. Owned Units for middle-income households shall have an affordable purchase price set

at 130% of Area Median Income or less, with households earning from 120% to 150% of Area

Median Income eligible to apply for middle-income units. For any affordable units with
purchase prices set at 130% of Area Median Income or above, studio units shall not be
allowed. MOHCD may reduce Area Median Income pricing and the minimum income required
for eligibility in each ownership category.

(3) For any Rental Housing Project consisting of 25 or more Rental Units, the

number of affordable units constructed on-site shall generally be 18% of all units constructed

on the project site, with a minimum of 10% of the units affordable to low-income households,

4% of the units affordable to moderate-income households, and 4% of the units affordable to

middle-income households. In no case shall the total number of affordable units required
exceed the number required as determined by the application of the applicable on-site
requirement rate to the total project units. Rental Units for low-income households shall have
an affordable rent set at 55% of Area Median Income or less, with households earning up to
65% of Area Median Income eligible to apply for low-income units. Rental Units for moderate-

income households shall have an affordable rent set at 80% of Area Median Income or less

Supervisors Breed; Kim, Peskin, Safai, Tang
BOARD OF SUPERVISORS Page 24



© 00 N o o -~ w N kP

N NN N NN B B R R R R R R R
O B W N P O © © N o O M W N B O

EXHIBIT B

with households earning from 65% to 90% of Area Median Income eligible to apply for

moderate-income units. Rental Units for middle-income households shall have an affordable

rent set at 110% of Area Median Income or less, with households earning from 90% to 130%

of Area Median Income eligible to apply for middle-income units. For any affordable units with

rental rates set at 110% of Area Median Income or above, studio units shall not be allowed.

MOHCD may reduce Area Median Income pricing and the minimum income required for

eligibility in each rental category.

(4) Notwithstanding the foregoing, Area Median Income limits for Rental Units

and Owned Units, the maximum affordable rents or sales price shall be no higher than 20%
below median rents or sales prices for the neighborhood within which the project is located,
which shall be defined in accordance with the American Community Survey Neighborhood
Profile Boundaries Map . MOHCD shall
adjust the allowable rents and sales prices, and the eligible households for such units,
accordingly, and such potential readjustment shall be a condition of approval upon project
entitlement. The City shall review the updated data on neighborhood rents and sales prices

on an annual basis.

(5) Starting on January 1, 2018, and no later than January 1 of each year

thereafter, MOHCD shall increase the percentage of units required on-site for projects

consisting of 10 — 24 units, as set forth in Section 415.6(a)(1), by increments of 0.5% each

year, until such requirement is 15%. For all development projects with 25 or more Owned or

Rental Units, the required on-site affordable ownership housing to satisfy this Section 415.6
shall increase by 1.0% annually for two consecutive years starting January 1, 2018. The
increase shall be apportioned to units affordable to low-income households, as defined above
in subsection 415.6(a)(3). Starting January 1, 2020, the increase to on-site rental and
ownership developments with 25 or more units shall increase by 0.5% annually, with such
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increases allocated equally for rental and ownership units to moderate and middle income
households, as defined above in subsection 415.6(a)(3). The total on-site inclusionary
affordable housing requirement shall not exceed 26% for development projects consisting of

Owned Units or 24% for development projects consisting of Rental Units, and the increases

shall cease at such time as these limits are reached. MOHCD shall provide the Planning

Department, DBI, and the Controller with information on the adjustment to the on-site

percentage so that it can be included in the Planning Department's and DBI's website notice

of the fee adjustments and the Controller's Citywide Development Fee and Development
Impact Requirements Report described in Section 409(a).
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(6) The Department shall require as a condition of Department approval of a
project's building permit, or as a condition of approval of a Conditional Use Authorization or
Planned Unit Development or as a condition of Department approval of a live/work project,

that 12%,-24%-er27%25%, 18%, or 20%, as applicable, or such current percentage that has

been adjusted annually by MOHCD, of all units constructed on the project site shall be
affordable to qualifying households so that a project sponsor must construct .12, -24-er-27-or

=25 .18, or .20 times, or such current number as adjusted annually by MOHCD, as applicable,

the total number of units produced in the principal project. If the total number of units is not a

whole number, the project sponsor shall round up to the nearest whole number for any portion

of .5 or above. In no case shall the total number of affordable units required exceed the
number required as determined by the application of the applicable on-site requirement rate to
the total project units.

(7)_In the event one or more of the Rental Units in the principal Rental Housing

Project become ownership units, for each converted Rental Unit, or for the principal Rental
Housing Project in its entirety, as applicable, the project sponsor shall either (A) reimburse the
City the proportional amount of the inclusionary affordable housing fee, which would be
equivalent to the then-current inclusionary affordable fee requirement for Owned Units, or (B)
provide additional on-site or off-site affordable units equivalent to the then-current inclusionary
requirements for Owned Units, apportioned among the required number of units at various
income levels in compliance with the requirements in effect at the time of conversion.

(8) Specific Geographic Areas. For any housing development that is located
in an area with a specific affordable housing requirement set forth in a Special Use District or
in any other section of the Code such as Section 419, the higher housing requirement shall

apply. The Planning Department, in consultation with the Controller, shall undertake a study of areas

where an Area Plan, Special Use District, or other re-zoning is being considered for adoption or
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has been adopted after January 1, 2015, to determine whether a higher on-site inclusionary affordable

housing requirement is feasible on sites that have received a 20% or greater increase in developable

residential gross floor area or a 35% or greater increase in residential density over prior zoning, and

shall submit such information to the Planning Commission and Board of Supervisors.

(89) If the principal project has resulted in demolition, conversion, or removal of

affordable housing units_that are subject to a recorded covenant, ordinance, or law that
restricts rents to levels affordable to persons and families of moderate-, low- or very-low-
income, or housing that is subject to any form of rent or price control through a public entity’s
valid exercise of its police power and determined to be affordable housing, the Commission or
the Department shall require that the project sponsor replace the number of affordable units
removed with units of a comparable number of bedrooms and sales prices or rents, in addition
to compliance with the requirements set forth in this Section. renting-erselling-to-households

(10) Any development project that constructs on-site affordable housing units as set

forth in this Section 415.6 shall diligently pursue completion of such units. In the event the project

sponsor does not procure a building permit or site permit for construction of the principal project

within twe-years{24 30 months) of the project’s approval, the development project shall comply with
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the inclusionary affordable housing requirements applicable thereafter at the time when the project

sponsor procures a building permit. Such deadline shall be extended in the event of any litigation

seeking to invalidate the City's approval of such project, for the duration of the litigation.

(b) Any On-site units provided through this Section 415.6 may be used to qualify for a

density bonus under California Government Code Section 65915, any ordinance
implementing Government Code Section 65915, or one of the Affordable Housing Bonus
Programs eurrently-propesed-in-an_contained in the ordinance in Board of Supervisors File
No. 150969 e+its-equivalentitsuch-ordinance-is-adopted. An applicant seeking a density
bonus under State Law shall provide reasonable documentation to establish eligibility for a
requested density bonus, incentive or concession, and waiver or reduction of development
standards, as provided for under State Law and as consistent with the process and
procedures detailed in a locally adopted ordinance implementing the State Law.

(c) Beqinning in January 2018, the Planning Department shall prepare an annual

report to the Planning Commission about the number of density bonus projects under
California Government Code Section 65915, the number of density bonus units, and the types
of concessions and incentives and waivers provided to each density bonus project.

d) Unless otherwise specified in this Section 415.1 et seq., in the event the project
sponsor is eligible for and elects to receive additional density under California Government
Code Section 65915, the Sponsor shall pay the Affordable Housing Fee on any additional

units or square footage authorized under that section in accordance with the provisions in
Section 415.5(g)(1)(D).

(be) Timing of Construction. On-site affordable housing required by this Section
415.6 shall be constructed, completed, ready for occupancy, and marketed no later than the
market rate units in the principal project.

(ef) Type of Housing.
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(1) Equivalency of Units. All on-site units constructed under this Section 415.6

shall be provided as ownership units unless the project sponsor meets the eligibility

requirement of Section 415.5(g).
general, affordable units constructed under this Section 415.6 shall be comparable in number
of bedrooms, exterior appearance and overall quality of construction to market rate units in
the principal project. A Notice of Special Restrictions shall be recorded prior to issuance of
the first construction document and shall specify the number, location and sizes for all
affordable units required under this subsection (ef). The affordable units shall be evenly
distributed throughout the building. For buildings over 120 feet in height, as measured under
the requirements set forth in the Planning Code, the affordable units may be distributed
throughout the lower 2/3 of the building, as measured by the number of floors. The interior
features in affordable units should be generally the same as those of the market rate units in
the principal project, but need not be the same make, model or type of such item as long as
they are of good and new quality and are consistent with then-current standards for new

housing.

building,as-measured-by-the-number-of-floers- Where applicable, parking shall be offered to

the affordable units subject to the terms and conditions of the Department's policy on

unbundled parking for affordable housing units as specified in the Procedures Manual and

amended from time to time. On-site-afferdable-units-shal-be-ownership-units-unless-the-project
W%QEW b i i 0 0
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(2) Minimum Size of Affordable Units. The affordable units are not required to

be the same size as the market rate units;and-may-be-90% of the-average-size-of the-specific

dnittype. For buildings over 120 feet in height, as measured under the requirements set forth

in the Planning Code, the average size of the unit type may be calculated for the lower 2/3 of
the building, as measured by the number of floors. All units shall be no smaller than the

minimum unit sizes set forth by the California Tax Credit Allocation Committee as of May 16.

2017, and no smaller than 300 square feet for studios. Feraffordable-dwelling-units;

lncome-or-above shallnetinclude-studios—The total residential floor area devoted to the

affordable units shall not be less than the applicable percentage applied to the total residential
floor area of the principal project, provided that a 10% variation in floor area is permitted.
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«eh)(g) Marketing the Units. The Mayor's Office of Housing and Community

Development ("MOHCD") shall be responsible for overseeing and monitoring the marketing of
affordable units under this Section 415.6. In general, the marketing requirements and
procedures shall be contained in the Procedures Manual as amended from time to time and
shall apply to the affordable units in the project. MOHCD may develop occupancy standards
for units of different bedroom sizes in the Procedures Manual in order to promote an efficient
allocation of affordable units. MOHCD may require in the Procedures Manual that prospective
purchasers complete homebuyer education training or fulfill other requirements. MOHCD
shall develop a list of minimum qualifications for marketing firms that market affordable units
under Section 415.6 415.5-et seq., referred to in the Procedures Manual as Below Market
Rate (BMR units). No developer marketing units under the Program shall be able to market
affordable units except through a firm meeting all of the minimum qualifications. The Notice of
Special Restrictions or conditions of approval shall specify that the marketing requirements
and procedures contained in the Procedures Manual as amended from time to time, shall
apply to the affordable units in the project.

(1) Lottery. At the initial offering of affordable units in a housing project
and when ownership units become available for re-sale in any housing project subject to this
Program after the initial offering, MOHCD must require the use of a public lottery approved by
MOHCD to select purchasers or tenants.

(2) Preferences. MOHCD shall create a lottery system that gives
preference according to the provisions of Administrative Code Chapter 47. MOHCD shall
propose policies and procedures for implementing these preferences to the Planning

Commission for inclusion as an addendum to in the Procedures Manual. Otherwise, it is the
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policy of the City to treat all households equally in allocating affordable units under this
Program.

{e} (h) Individual affordable units constructed under Section 415.6 as part of an on-site
project shall not have received development subsidies from any Federal, State or local
program established for the purpose of providing affordable housing, and shall not be counted
to satisfy any affordable housing requirement. Other units in the same on-site project may
have received such subsidies. In addition, subsidies may be used, only with the express
written permission by MOHCD, to deepen the affordability of an affordable unit beyond the
level of affordability required by this Program.

& (i) Notwithstanding the provisions of Section 415-6{e} 415.6(h) above, a project may
use California Debt Limit Allocation Committee (CDLAC) tax-exempt bond financing and 4%
tax credits under the Tax Credit Allocation Committee (TCAC) to help fund its obligations
under Section 415.1 et seq.this-erdinance as long as the project provides 20% pereent-of the
units as affordable to households at 50% pereent-of Area Median Income for on-site housing

or 10% of the units as affordable to households at 50% of Area Median Income, and 30% of

the units as affordable to households at 60% of Area Median Income for on-site housing. The

income table to be used for such projects when the units are priced at 50% or 60% pereent of
Area Median Income is the income table used by MOHCD for the Inclusionary Affordable
Housing Program, not that used by TCAC or CDLAC. Except as provided in this subsection
(1), all units provided under this Section must meet all of the requirements of Section 415.1 et
seq.this-erdinanee and the Procedures Manual for on-site housing.

fg) (j)_Benefits. If the project sponsor is eligible for and elects to satisfy the affordable
housing requirements through the production of on-site affordable housing in this Section
415.6, the project sponsor shall be eligible to receive a refund for only that portion of the

housing project which is affordable for the following fees: a Conditional Use authorization or
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other fee required by Section 352 of this Code, if applicable; an environmental review fee
required by Administrative Code Section 313-46B 31.22, if applicable; a building permit fee
required by Section 355 of this Code for the portion of the housing project that is affordable.
The project sponsor shall pay the building fee for the portion of the project that is market-rate.
An application for a refund must be made within six months from the issuance of the first
certificate of occupancy.

The Controller shall refund fees from any appropriated funds to the project sponsor on
application by the project sponsor. The application must include a copy of the Certificate of
Occupancy for all units affordable to a qualifying household required by the Inclusionary
Housing Program. It is the policy of the Board of Supervisors to appropriate money for this

purpose from the General Fund.

SEC. 415.7. OFF-SITE AFFORDABLE HOUSING ALTERNATIVE.

Econemic-FeasibHity-Study- If the project sponsor is eligible and elects pursuant to Section

415.5(qg) to provide off-site units to satisfy the requirements of Section 415.1 et seq., the
project sponsor shall notify the Planning Department and the Mayor's Office of Housing and
Community Development ("MOHCD") of its intent as early as possible. The Planning
Department and MOHCD shall provide an evaluation of the project's compliance with this
Section 415.7 prior to approval by the Planning Commission or Planning Department. The
development project shall meet the following requirements:

(&) Number of Units: The number of units constructed off-site shall be as follows:

(1) For any housing development that is located in an area or Special Use District

with a specific affordable housing requirement, or in any other Planning Code provision, such
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as Section 419, setforth-in-Seetion419-or-elsewhere-in-this-Code; the higher off-site housing

requirement shall apply.

(2) For housing development projects consisting of 10 dwelling units or more
but less than 25 units, the number of affordable units constructed off-site shall be 20%, so that
a project applicant shall construct .20 times the total number of units produced in the principal
project. If the total number of units is not a whole number, the project applicant shall round up

to the nearest whole number for any portion of .5 or above. In no case shall the total number

of affordable units required exceed the number required as determined by the application of

the applicable off-site requirement rate to the total project units. Fhe-off-site-affordable-units
- Owned Units shall be affordable to

households earning 86%-up to 100% of Area Median Income, with an-average affordable sales price

set at 96-80% of Area Median Income or less. Rental Units shall be affordable to households earning

40%-up to 8665% of Area Median Income, with an average-affordable rent set at 6655% of Area

Median Income or less.

®3)

housing development project consisting of 25 or more Owned Units, the number of affordable units

constructed off-site shall be 33% of all units constructed on the project site, with a minimum of 45%-ef

nd-18% of the units affordable to

low-income

households,shat-be 8% of the units affordable to aranrge-ef-moderate-income households, frem
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the-projeetspenser- In no case shall the total number of affordable units required exceed the
number required as determined by the application of the applicable off-site requirement rate to

the total project units. Owned Units for low-income households shall have an affordable
purchase price set at 80% of Area Median Income or less, with households earning up to
100% of Area Median Income eligible to apply for low-income units. Owned Units for
moderate-income households shall have an affordable purchase price set at 105% of Area

Median Income or less, with households earning from 95% to 120% of Area Median Income

eligible to apply for moderate-income units. Owned Units for middle-income households shall

have an affordable purchase price set at 130% of Area Median Income or less, with

households earning from 120% to 150% of Area Median Income eligible to apply for middle-
income units. For any affordable units with purchase prices set at 100% of Area Median
Income or above, studio units shall not be allowed. MOHCD may reduce Area Median
Income pricing and the minimum income required for eligibility in each rental category.

(4) For any Rental Housing Project consisting of 25 or more Rental Units, the number

of affordable units constructed off-site shall generally be 30% of all units constructed on the project

site, with @ minimum of 3518% of the units affordable to low--e+tewer-income households, and-15%
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projeet-spenser—6% of the units affordable to moderate-income households, and 6% of the

units affordable to middle-income households. In no case shall the total number of affordable

units required exceed the number required as determined by the application of the applicable
off-site requirement rate to the total project units. Rental Units for low-income households

shall have an affordable rent set at 55% of Area Median Income or less, with households

earning up to 65% of Area Median Income eligible to apply for low-income units. Rental Units
for moderate-income households shall have an affordable rent set at 80% of Area Median
Income or less, with households earning from 65% to 90% of Area Median Income eligible to
apply for moderate-income units. Rental Units for middle-income households shall have an
affordable rent set at 110% of Area Median Income or less, with households earning from
90% to 130% of Area Median Income eligible to apply for middle-income units. For any

affordable units with rental rates set at 100% of Area Median Income or above, studio units

shall not be allowed. MOHCD may reduce Area Median Income pricing and the minimum
income required for eligibility in each rental category. MOHCD shall set forth in the Procedures

Manual the administration of rental units within this range.

(5) In the event one or more of the Rental Units in the principal Rental Housing Project

become ownership units, for each eenverted Rental Unit; or for the principal Rental Housing Project

in its entirety, as applicable, the Project Sponsor shall either (A) reimburse the City the proportional
amount of the inelusionary-affordable-heusing-feelnclusionary Affordable Housing Fee, which
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would be equivalent to the then- current inelusionary-afferdablefeelnclusionary Affordable

Housing Fee requirement for Owned Units, or (B) provide additional on-site or off-site affordable
units equivalent to the then-current inclusionary requirements for Owned Units, apportioned among
the required number of units at various income levels in compliance with the requirements in

effect at the time of conversion.

(86) Any development project that constructs off-site affordable housing units as set

forth in this Section 415.6 shall diligently pursue completion of such units. In the event the project

sponsor does not procure a building permit or site permit for construction of the principal project or

the off-site affordable housing project within twe-years{2430 months} of the project’s approval, the

development project shall comply with the inclusionary affordable housing reqguirements applicable

thereafter at the time when the project sponsor procures a building permit. Such deadline shall be
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extended in the event of any litigation seeking to invalidate the City's approval of the principal project

or off-site affordable housing project for the duration of the litigation.

o i i . housing_devel ot

——{8)-_If the principal project or the off-site project has resulted in demoalition,

conversion, or removal of affordable housing units that are subject to a recorded covenant,
ordinance, or law that restricts rents to levels affordable to persons and families of moderate-,

low- or very low-income, or housing that is subject to any form of rent or price control through

a public entity’s valid exercise of its police power and determined to be affordable housing, the

Commission or the Department shall require that the project sponsor replace the number of

affordable units removed with units of a comparable number of bedrooms and sales prices or
rents, in addition to compliance with the inclusionary requirements set forth in this Section.

* * * *

(e) Marketing the Units: MOHCD shall be responsible for overseeing and
monitoring the marketing of affordable units under this Section 415.7. In general, the
marketing requirements and procedures shall be contained in the Procedures Manual as
amended from time to time and shall apply to the affordable units in the project. MOHCD may
develop occupancy standards for units of different bedroom sizes in the Procedures Manual in
order to promote an efficient allocation of affordable units. MOHCD may require in the
Procedures Manual that prospective purchasers complete homebuyer education training or
fulfill other requirements. MOHCD shall develop a list of minimum qualifications for marketing
firms that market affordable units under Section 415.1 et seq., referred to the Procedures

Manual as Below Market Rate (BMR units). No project sponsor marketing units under the
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Program shall be able to market BMR units except through a firm meeting all of the minimum
qualifications. The Notice of Special Restrictions or conditions of approval shall specify that
the marketing requirements and procedures contained in the Procedures Manual as amended
from time to time, shall apply to the affordable units in the project.

* * * *

(H Individual affordable units constructed as part of a larger off-site project under this
Section 415.7 shall not receive development subsidies from any Federal, State or local
program established for the purpose of providing affordable housing, and shall not be counted
to satisfy any affordable housing requirement for the off-site development. Other units in the
same off-site project may receive such subsidies. In addition, subsidies may be used, only
with the express written permission by MOH MOHCD, to deepen the affordability of an
affordable unit beyond the level of affordability required by this Program.

(g) Notwithstanding the provisions of Section 415.7(f) above, a project may use
California Debt Limit Allocation Committee (CDLAC) tax-exempt bond financing and 4%
credits under the Tax Credit Allocation Committee (TCAC) to help fund its obligations under
this ordinance as long as the project provides 25% pereent of the units as affordable at 50%
pereent of area median income for off-site housing. The income table to be used for such
projects when the units are priced at 50% pereent of area median income is the income table
used by MOH MOHCD for the Inclusionary Housing Program, not that used by TCAC or

CDLAC. Except as provided in this subsection, all units provided under this Section must

meet all of the requirements of this ordinance and the Procedures Manual for off-site housing.

SEC. 415.10. REPORTING TO BOARD OF SUPERVISORS ECONOMICFEASIBILITY
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(ed) Report to Board of Supervisors. The Board of Supervisors may review the

feasibility analyses, as well as the periodic updates to the City's Nexus Study evaluating the
necessary affordable housing in order to mitigate the impacts of market rate housing. The
Board of Supervisors —n-ts-sele-and-abselute-diseretion; will review the feasibility analyses
within three months of completion and wilt may consider legislative amendments to the City's
Inclusionary Housing in-lieu fees, on-site, off-site or other alternatives, and in so doing will
seek consultation from the Planning Commission, adjusting levels of inclusionary or affordable
housing obligations and income levels up to maximums as defined in Section 415.2, based on
the feasibility analyses, with the objective of maximizing affordable Inclusionary Housing in
market rate housing production, and with guidance from the City's Nexus Study. Any
adjustment in income levels shall be adjusted commensurate with the percentage of units
required so that the obligation for inclusionary housing is not reduced by any change in
income levels. The Board of Supervisors may also utilize the Nexus Study in considering
legislative amendments to the Inclusionary Housing requirements. Updates to the City's
Inclusionary Housing requirements shall address affordable housing fees, on-site affordable

housing and off-site affordable housing, as well as the provision of affordable housing
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available to low-income households at or below 55% of Area Median Income for rental units
and up to 80% of Area Median Income for ownership units, and moderate/middle-income

households from 80% to 120% of Area Median Income.

SEC.415.11. SEVERABILITY.

If any subsection, sentence, clause, phrase, or word of this Sections 415;.1 et seq., or any

application thereof to any person or circumstance, is held to be invalid or unconstitutional by a

decision of a court of competent jurisdiction, such decision shall not affect the validity of the remaining

portions or applications of the Section. The Board of Supervisors hereby declares that it would have

passed this-erdinanceSections 415.1 et seq. and each and every subsection, sentence, clause,

phrase, and word not declared invalid or unconstitutional without regard to whether any other portion

of this Sections 415.1 et seq. or application thereof would be subsequently declared invalid or

unconstitutional.

Section 4. The Planning Code is hereby amended by adding Section 207.7 to read as

follows:

SEC. 207.7. REQUIRED MINIMUM DWELLING UNIT MIX.

a) Purpose. To ensure an adequate supply of family-sized units in new housin

stock, new residential construction must include a minimum percentage of units of at least two

and three bedrooms.

(b) Applicability.
1) This Section 207.7 shall apply to all applications for building permits and/or
Planning Commission entitlements that propose the creation of 10 or more Dwelling Units in
all districts that allow residential uses, unless that project is located in the RTO, RCD, NCT,
DTR, and Eastern Neighborhoods Mixed Use Districts, or in an area or Special Use District
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with higher specific bedroom mix requirements, or is a HOME SF project subject to the

requirements of Planning Code Section 206.3.

(2) This Section 207.7 shall not apply to buildings for which 100% of the

residential uses are: Group Housing, Dwelling Units that are provided at below market rates
pursuant to Section 406(b)(1) of this Code, Single Room Occupancy (SRO) Units, Student
Housing (all as defined in Section 102 of this Code), or housing specifically and permanentl
designated for seniors or persons with physical disabilities, including units to be occupied by
staff serving any of the foregoing residential uses. This Section 207.7 shall apply to Student
Housing unless the educational institution with which it is affiliated has an Institutional Master
Plan that the City has accepted, as required under Planning Code Section 304.5.

(3) This Section 207.7 shall not apply to projects that filed a complete

Environmental Evaluation Application on or prior to January 12, 2016, or to projects that have
received an approval, including approval by the Planning Commission, as of June 15, 2017.

(c) Controls. In all residential districts subject to this Section 207.7, the following

criteria shall apply:

(1) No less than 25% of the total number of proposed dwelling units shall

contain at least two bedrooms. Any fraction resulting from this calculation shall be rounded to
the nearest whole number of dwelling units;

(2) No less than 10% of the total number of proposed dwelling units shall

contain at least three bedrooms. Any fraction resulting from this calculation shall be rounded
to the nearest whole number of dwelling units. Units counted towards this requirement may
also count towards the requirement for units with two or more bedrooms as described in
subsection (c)(1); and

(3) No more than 30% of the total number of proposed dwelling units shall be

studio units.
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(d) Modifications.
(1) These requirements may be waived or modified with Conditional Use
Authorization. In addition to those conditions set forth in Section 303, the Planning
Commission shall consider the following criteria:

(A) The project demonstrates a need or mission to serve unigue

populations, or

(B) The project site or existing building(s), if any, feature physical

constraints that make it unreasonable to fulfill these requirements.
(2) These requirements may be waived in the case of projects subject to
Section 329 through the procedures of that Section.

Section 45. Effective Date. This ordinance shall become effective 30 days after
enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisors overrides the Mayor’s veto of the ordinance.

Section 56. Scope of Ordinance. In enacting this ordinance, the Board of Supervisors
intends to amend only those words, phrases, paragraphs, subsections, sections, articles,
numbers, punctuation marks, charts, diagrams, or any other constituent parts of the Municipal
Code that are explicitly shown in this ordinance as additions, deletions, Board amendment
I
I
I
I
I
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additions, and Board amendment deletions in accordance with the “Note” that appears under

the official title of the ordinance.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:

KATE H. STACY
Deputy City Attorney

n:\legana\as2017\1700109\01200510.docx
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REVISED LEGISLATIVE DIGEST
(Amended in Committee, 6/19/2017)

[Planning Code - Inclusionary Affordable Housing Fee and Dwelling Unit Mix Requirements]

Ordinance amending the Planning Code to revise the amount of the Inclusionary
Affordable Housing Fee and the On-Site and Off-Site Affordable Housing Alternatives
and other Inclusionary Housing requirements; to require minimum dwelling unit mix in
most residential districts; affirming the Planning Department’s determination under the
California Environmental Quality Act; making findings of public necessity,
convenience, and welfare under Planning Code, Section 302; and making findings of
consistency with the General Plan, and the eight priority policies of Planning Code,
Section 101.1.

Existing Law

The City generally requires private developers of new market-rate housing to provide
affordable housing (“Inclusionary Housing”) by paying a fee to the City. A developer could
also opt to provide Inclusionary Housing on- or off-site. The City’s Inclusionary Affordable
Housing Fee and other requirements are set forth in Planning Code Sections 415 et seq. and
provide 3 methods of complying with the requirements.

1. Affordable Housing Fee: The development project pays a fee equivalent to the applicable
off-site percentage of the number of units in the principal project:

» For development projects consisting of 10 — 24 dwelling units, the percentage is 20%.

» For development projects consisting of 25 dwelling units or more, the percentage is
33%.

2. If a developer opts to provide affordable housing on-site, the on-site Affordable Housing
would be provided as follows:

. For housing development projects consisting of 10 — 24 dwelling units, the number of
affordable units constructed on-site would generally be 12% of all units constructed on
the project site. The units must be affordable to low-income households.

. For housing development projects consisting of 25 dwelling units or more, the number
of affordable units constructed on-site would generally be 25% of all units constructed
on the project site, with a minimum of 15% of the units affordable to low-income
households and 10% of the units affordable to low- or middle- income households.
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3. If a developer opts to provide affordable housing off-site, the off-site Affordable Housing
would be provided as follows:

» For housing development projects consisting of 10-24 dwelling units, the number of
affordable units constructed off-site would be 20% of the number of units in the
principal project.

» For housing development projects consisting of 25 dwelling units or more, the number
of affordable units constructed off-site would be 33% of the number of units in the
principal project, with 20% of the units affordable to low-income households and 13%
of the units affordable to low- or middle-income households.

If there is a higher Inclusionary Housing requirement in specific zoning districts, the higher
requirement would apply. There are specific Inclusionary Housing requirements for the UMU
and SOMA Youth & Families Zoning Districts. The Planning Code also contains a number of
“grandfathering” provisions, which set the Inclusionary Housing requirements at lower
percentages for a limited period of time, depending on when a complete environmental
evaluation application was submitted.

The Planning Code directs the Mayor’s Office of Housing and Community Development
(“MOHCD?”) to set the amount of the fee to be paid by the project sponsor to calculate the
“affordability gap” using data on the cost of construction of providing the residential housing
and the Maximum Purchase Price for the equivalent unit size.

Section 401 defines a low-income household as one whose income does not exceed 55% of
Area Median Income for purposes of renting an affordable unit, and 80% of Area Median
Income for purposes of purchasing an affordable unit. "Moderate income" and "middle
income" households shall mean households whose total household income does not exceed
100% of Area Median Income for purposes of renting an affordable unit, and 120% of Area
Median Income for purposes of purchasing an affordable unit.

The Planning Code also requires an applicant seeking a density bonus under State law to
provide analysis to support any requested concessions and incentives under the State law.
The City has not applied its inclusionary requirements to any density bonus units.

The Planning Code requires the Controller to study the economic feasibility of the City’s
inclusionary housing requirements and produce a report in 2016 and every three years
thereafter. The Board must consider the report within three months and consider legislative
amendments to the City’s Inclusionary Housing in-lieu fees, on-site, off-site, or other
alternatives recommended by the Controller and/or the Planning Commission based on the
feasibility analyses and with guidance from the City’s Nexus Study, with the objective of
maximizing affordable Inclusionary Housing in market rate housing production.
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Amendments to Current Law

The Proposed Legislation would change the inclusionary affordable housing requirement for 3
kinds of inclusionary affordable housing in the following ways.

1. Inclusionary Affordable Housing Fee: The Amendments would set the Inclusionary
Affordable Housing Fee for projects consisting of 25 dwelling units or more to 33% for an
ownership housing project and 30% for a rental housing project.

The Amendments would direct MOHCD to calculate the Inclusionary Affordable Housing Fee
based on the City’s cost of constructing affordable housing. No later than January 31, 2018,
the Controller, with the support of consultants as necessary, and in consultation with the
Inclusionary Housing Technical Advisory Committee (TAC) established in Planning Code
Section 415.10, shall conduct a study to develop an appropriate methodology for calculating,
indexing, and applying the appropriate amount of the Inclusionary Affordable Housing Fee.
To support the Controller’s study, and annually thereafter, MOHCD shall provide the following
documentation: (1) schedules of sources and uses of funds and independent auditor’s reports
(“Cost Certifications”) for all MOHCD-funded developments completed within three years of
the date of reporting to the Controller; and, (2) for any MOHCD-funded development that
commenced construction within three years of the reporting date to the Controller but for
which no Cost Certification is yet complete, the sources and uses of funds approved by
MOHCD and the construction lender as of the date of the development’s construction loan
closing. Cost Certifications completed in years prior to the year of reporting to the Controller
may be increased or decreased by the applicable annual Construction Cost Index
percentage(s) for residential construction for San Francisco reported in the Engineering News
Record. MOHCD, together with the Controller and TAC, shall evaluate the cost-to-construct
data, including actual and appraised land costs, state and/or federal public subsidies available
to MOHCD-funded projects, and determine MOHCD’s average costs. Following completion of
this study, the Board of Supervisors will review the analyses, methodology, fee application,
and the proposed fee schedule; and may consider adopting legislation to revise the
Inclusionary Affordable Housing fees. The method of calculating, indexing, and applying the
fee shall be published in the Procedures Manual.

The fee shall be imposed on any additional units or square footage authorized and developed
under California Government Code Sections 65915 et seq. This requirement would not apply
to development projects that have submitted a complete Environmental Evaluation application
on or before January 1, 2016.

2. On-Site Inclusionary Affordable Housing Units: A project sponsor may elect to provide on-
site affordable housing in lieu of paying the Inclusionary Fee.

For housing projects consisting of 10 — 24 units, the number of affordable units constructed
on-site shall be 12% of all units constructed on the project site. The required on-site
affordable housing would increase by 0.5% annually for housing projects consisting of 10 — 24
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units, beginning on January 1, 2018, until the requirement reaches 15%. Owned Units shall
be affordable to households earning up to 100% of Area Median Income, with an affordable
sales price set at 80% of Area Median Income or less. Rental Units shall be affordable to
households earning up to 65% of Area Median Income, with an affordable rent set at 55% of
Area Median Income or less.

For any housing development project consisting of 25 or more Owned Units, the number of
affordable units constructed on-site shall generally be 20% of all units constructed on the
project site. A minimum of 10% of the units shall be affordable to low-income households, 5%
of the units shall affordable to moderate-income households, and 5% of the units shall be
affordable to middle-income households.

e Owned Units for low-income households shall have an affordable purchase price set at
80% of Area Median Income or less, with households earning up to 100% of Area
Median Income eligible to apply for low-income units. Owned Units for moderate-
income households shall have an affordable purchase price set at 105% of Area
Median Income or less, with households earning from 95% to 120% of Area Median
Income eligible to apply for moderate-income units. Owned Units for middle-income
households shall have an affordable purchase price set at 130% of Area Median
Income or less, with households earning from 120% to 150% of Area Median Income
eligible to apply for middle-income units.

e For any affordable units with purchase prices set at 130% of Area Median Income or
above, studio units shall not be allowed.

For any Rental Housing Project consisting of 25 or more Rental Units, the number of
affordable units constructed on-site shall generally be 18% of all units constructed on the
project site, with a minimum of 10% of the units affordable to low-income households, 4%
of the units affordable to moderate-income households, and 4% of the units affordable to
middle-income households.

e Rental Units for low-income households shall have an affordable rent set at 55% of
Area Median Income or less, with households earning up to 65% of Area Median
Income eligible to apply for low-income units. Rental Units for moderate-income
households shall have an affordable rent set at 80% of Area Median Income or less,
with households earning from 65% to 90% of Area Median Income eligible to apply for
moderate-income units. Rental Units for middle-income households shall have an
affordable rent set at 110% of Area Median Income or less, with households earning
from 90% to 130% of Area Median Income eligible to apply for middle-income units.

e For any affordable units with rents set at 110% of Area Median Income or above, studio
units shall not be allowed.

Notwithstanding the foregoing, Area Median Income limits for Rental Units and Owned
Units, the maximum affordable rents or sales price shall be no higher than 20% below
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median rents or sales prices for the neighborhood within which the project is located,
which shall be defined in accordance with the Planning Department’s American
Community Survey Neighborhood Profile Boundaries Map. MOHCD shall adjust the
allowable rents and sales prices, and the eligible households for such units, accordingly,
and such potential readjustment shall be a condition of approval upon project entitlement.
The City must review the updated data on neighborhood rents and sales prices on an
annual basis.

Starting on January 1, 2018, and each year thereafter, MOHCD shall increase the
percentage of units required on-site for projects consisting of 10 — 24 units, as set forth in
Section 415.6(a)(1), by increments of 0.5% each year, until such requirement is 15%. For
all development projects with 25 or more Owned or Rental Units, the required on-site
affordable ownership housing to satisfy this section 415.6 shall increase by 1.0% annually
for two consecutive years starting January 1, 2018. The increase shall be apportioned to
units affordable to low-income households, as defined above in Subsection 415.6(a)(3).
Starting January 1, 2020, the increase to on-site rental and ownership developments with
25 or more units shall increase by 0.5% annually, with such increases allocated equally for
rental and ownership units to moderate and middle income households, as defined above
in Subsection 415.6(a)(3). The total on-site inclusionary affordable housing requirement
shall not exceed 26% for development projects consisting of Owned Units or 24% for
development projects consisting of Rental Units, and the increases shall cease at such
time as these limits are reached. MOHCD shall provide the Planning Department, DBI,
and the Controller with information on the adjustment to the on-site percentage so that it
can be included in the Planning Department's and DBI's website notice of the fee
adjustments and the Controller's Citywide Development Fee and Development Impact
Requirements Report described in Section 409(a).

Minimum Size of Affordable Units. All units shall be no smaller than the minimum unit sizes
set forth by the California Tax Credit Allocation Committee as of May 16. 2017, and no smaller
than 300 square feet for studios.

The total residential floor area devoted to the affordable units shall not be less than the
applicable percentage applied to the total residential floor area of the principal project,
provided that a 10% variation in floor area is permitted.

MOHCD may reduce Area Median Income pricing and the minimum income required for
eligibility in each rental category.

3. Off-Site Inclusionary Affordable Housing.

e For housing development projects consisting of 10 dwelling units or more but less than
25 units, Owned Units shall be affordable to households earning up to 100% of Area
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Median Income, with an affordable sales price set at 80% of Area Median Income or
less. Rental Units shall be affordable to households earning up to 65% of Area Median
Income, with an average affordable rent set at 55% of Area Median Income or less.

e For any housing development project consisting of 25 or more Owned Units, the
number of affordable units constructed off-site shall be 33% of all units constructed on
the project site, with a minimum of 18% of the units affordable low-income households,
8% of the units affordable to moderate-income households, and 7% of the units
affordable to middle income households. Owned Units for low-income households
shall have an affordable purchase price set at 80% of Area Median Income or less, with
households earning up to 100% of Area Median Income eligible to apply for low-income
units. Owned Units for moderate-income households shall have an affordable
purchase price set at 105% of Area Median Income or less, with households earning
from 95% to 120% of Area Median Income eligible to apply for moderate-income units.
Owned Units for middle-income households shall have an affordable purchase price
set at 130% of Area Median Income or less, with households earning from 120% to
150% of Area Median Income eligible to apply for middle-income units.

e For any Rental Housing Project consisting of 25 or more Rental Units, the number of
affordable units constructed off-site shall generally be 30% of all units constructed on
the project site, with a minimum of 18% of the units affordable to low income
households, 6% of the units affordable to moderate-income households, and 6% of the
units affordable to middle-income households. Rental Units for low-income households
shall have an affordable rent set at 55% of Area Median Income or less, with
households earning up to 65% of Area Median Income eligible to apply for low-income
units. Rental Units for moderate-income households shall have an affordable rent set
at 80% of Area Median Income or less, with households earning from 65% to 90% of
Area Median Income eligible to apply for moderate-income units. Rental Units for
middle-income households shall have an affordable rent set at 110% of Area Median
Income or less, with households earning from 90% to 130% of Area Median Income
eligible to apply for middle-income units.

For all projects, in the event a rental housing project or unit becomes ownership housing, the
owner would reimburse the cost of the fee deduction to the City, or provide additional on-site
or off-site affordable units, so that the project would comply with the current inclusionary
housing requirements for ownership housing.

For all projects, if a project sponsor does not procure a building permit within 30 months of
project approval, the project sponsor must comply with the inclusionary housing requirements
at the time of building permit procurement.

For all projects, if the principal project has resulted in demolition, conversion, or removal of
affordable housing units that are subject to rental restrictions for persons and families of
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moderate-, low- or very low-income, or housing that is subject to any form of rent or price
control through a public entity’s valid exercise of its police power and determined to be
affordable housing, the project sponsor would pay the Inclusionary Affordable Housing Fee
equivalent for the number of affordable units removed, in addition to compliance with the
inclusionary requirements.

All projects must notify the Planning Department which alternative for inclusionary affordable
housing they are selecting 30 days prior to approval. Any subsequent change by a project
sponsor that results in the removal of on-site units would require public notice for a hearing
and approval from the Planning Commission.

The new inclusionary affordable housing requirements shall not apply to any project that has
not submitted a complete Environmental Evaluation Application on or before January 12,
2016, if the project is located within the Eastern Neighborhoods Mission Planning Area, the
North of Market Residential Special Use District Subarea 1 or Subarea 2, or the SOMA
Neighborhood Commercial Transit District. Until such planning processes are complete and
new inclusionary housing requirements for projects in those areas are adopted, projects shall
(1) pay a fee or provide off-site housing in an amount equivalent to 30% or (2) provide
affordable units in the amount of 25% of the number of Rental Units constructed on-site or
27% of the number of Owned Units constructed on-site. For Rental Units, 15% of the on-site
affordable units shall be affordable to low-income households, 5% shall be affordable to
moderate-income households and 5% shall be affordable to middle-income households. For
Owned Units, 15% of the on-site affordable units shall be affordable to low-income
households, 6% shall be affordable to moderate-income households and 6% shall be
affordable to middle-income households.

An applicant seeking a density bonus under the provisions of State Law must provide
reasonable documentation to establish eligibility for a requested density bonus, incentives or
concessions, and waivers or reductions of development standards, consistent with State law.
The Planning Department would provide information about the value of the density bonus,
concessions and incentives for each density bonus project and include it in the Department’s
case report or decision on the application. Beginning in January 2018, the Planning
Department shall prepare an annual report to the Planning Commission about the number of
density bonus projects, density bonus units and the kinds of density bonuses, concessions
and incentives provided to each density bonus project, which should be presented at the
same time as the Housing Balance Report.

The Planning Department, in consultation with the Controller, must undertake a study of areas
where an Area Plan, Special Use District, or other re-zoning is being considered for adoption,
or has been adopted after January 1, 2015, to determine whether a higher on-site inclusionary
affordable housing requirement is feasible on sites that have received a 20% or greater
increase in developable residential gross floor area or a 35% or greater increase in residential
density over prior zoning, and shall submit such information to the Planning Commission and
Board of Supervisors.
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Minimum Dwelling Unit Mix:

The amendments would require a minimum dwelling unit mix for all residential housing
developments proposing 10 or more dwelling units as follows.

To ensure an adequate supply of family-sized units in new housing stock, new
residential construction must include a minimum percentage of units of at least two and three
bedrooms. No less than 25% of the total number of proposed dwelling units shall contain at
least 2 bedrooms. No less than 10% of the total number of proposed dwelling units shall
contain at least three bedrooms. No more than 30% of the total number of proposed dwelling
units shall be studio units. Any fraction resulting from these calculations shall be rounded to
the nearest whole number of dwelling units.

This requirement applies to all applications for building permits and/or Planning
Commission entitlements that propose the creation of 10 or more Dwelling Units in all districts
that allow residential uses, unless that project is located in the RTO, RCD, NCT, DTR, and
Eastern Neighborhoods Mixed use Districts, or in an area or Special Use District with higher
specific bedroom mix requirements, or is a HOME SF project subject to the requirements of
Planning Code Section 206.3.

This requirement shall not apply to buildings for which 100% of the residential uses are
Group Housing, Dwelling Units that are provided at below market rates pursuant to Section
406(b)(1) of this Code, Single Room Occupancy (SRO) Units, Student Housing (all as defined
in Section 102 of the Planning Code), or housing specifically and permanently designated for
seniors or persons with physical disabilities, or to projects that filed a complete Environmental
Evaluation Application on or prior to January 12, 2016, or to projects that have received an
approval, including approval by the Planning Commission, as of June 15, 2017. Section
207.7 shall apply to Student Housing unless the educational institution with which it is
affiliated has an Institutional Master Plan that the City has accepted, as required under
Planning Code Section 304.5.

These requirements may be waived or modified with Conditional Use Authorization. In
addition to those conditions set forth in Section 303, the Planning Commission shall consider
the following criteria:

(A) The project demonstrates a need or mission to serve unique
populations, or

(B) The project site or existing building(s), if any, feature physical
constraints that make it unreasonable to fulfill these requirements.

These requirements may be waived in the case of projects subject to Section 329
through the procedures of that Section.
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Background Information

The City published the Residential Affordable Housing Nexus Analysis in November 2016.

The Controller completed the Feasibility Analysis required by Planning Code Section 415.10
in February 2017.
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