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AMENDED IN COMMITTEE
FILE NO. 210866 4/11/2022 ORDINANCE NO.

[Planning, Administrative, Subdivision Codes; Zoning Map - Density Exception in Residential
Districts]

Ordinance amending the Planning Code to rezone all Residential, One Family (RH-1)

zoning districts, except for Residential One Family, Detached (RH-1(D)) districts, to

Residential, Two Family (RH-2) zoning districts; to rezone the RH-1(D) districts to a new
class of residential district called Residential, Two Family, Detached (RH-2(D)) districts;

and to provide a density limit exception to permit up to four dwelling units per lot, and
up to six dwelling units per lot in Corner Lots, in all RH (Residential, House) zoning

districts, subject to certain requirements, including among others the replacement of

protected units; amending the Administrative Code to require new dwelling units
constructed pursuant to the density limit exception to be subject to the rent increase

limitations of the Rent Ordinance; amending the Subdivision Code to authorize a

subdivider that is constructing new dwelling units pursuant to the density exception to
submit an application for condominium conversion or a condominium map that
includes the existing dwelling units and the new dwelling units that constitute the
project; affirming the Planning Department’s determination under the California
Environmental Quality Act; and making findings of consistency with the General Plan
and the eight priority policies of Planning Code, Section 101.1, and findings of public

necessity, convenience, and welfare under Planning Code, Section 302.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in smqle underllne |taI|cs Times New Roman font.
Deletions to Codes are in .
Board amendment additions are in double underllned Arial font.
Board amendment deletions are in
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:

Supervisors Mandelman; Melgar
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Section 1. CEQA and Land Use Findings.

(a) 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. 210866 and is incorporated herein by reference. The Board affirms
this determination.

(b) On November 18, 2021, the Planning Commission, in Resolution No. 21031,
adopted findings that the actions contemplated in this ordinance are consistent, on balance,
with the 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. 210866 and is incorporated herein by reference.

(c) Pursuant to Planning Code Section 302, this Board finds that these Planning Code
amendments will serve the public necessity, convenience, and welfare for the reasons set
forth in Planning Commission Resolution No. 21031, and the Board adopts such reasons as
its own. A copy of said resolution is on file with the Clerk of the Board of Supervisors in File

No. 210866 and is incorporated herein by reference.

Section 2. Background and Findings.

(a) California faces a severe crisis of housing affordability and availability, prompting
the Legislature to declare, in Section 65589.5 of the Government Code, that the state has “a
housing supply and affordability crisis of historic proportions. The consequences of failing to
effectively and aggressively confront this crisis are hurting millions of Californians, robbing
future generations of a chance to call California home, stifling economic opportunities for
workers and businesses, worsening poverty and homelessness, and undermining the state’s

environmental and climate objectives.”

Supervisors Mandelman; Melgar
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(b) This crisis of housing affordability and availability is particularly severe in San
Francisco. It is characterized by dramatic increases in rent and home sale prices over recent
years and historic rates of underproduction of new housing units across income levels,
particularly in the City’s western neighborhoods and RH (Residential, House) zoning districts.

(c) According to the Planning Department’s 2020 Housing Inventory, the cost of
housing in San Francisco has increased dramatically since the Great Recession of 2008-
2009, with the median sale price for a two-bedroom house more than tripling from 2011 to
2021, from $493,000 to $1,580,000. This includes a 9% increase from 2019 to 2020 alone,
even in the face of the COVID-19 pandemic. The median rental price for a two-bedroom
apartment saw similar although slightly smaller increases, nearly doubling from $2,570 to
$4,500 per month, from 2011 to 2019, before declining in 2020 due to the pandemic.

(d) These housing cost trends come after decades of underproduction of housing in
San Francisco, with only 600 net new units on average added per year from 1960 to 1990,
compared with 37,000 per year in the Bay Area as a whole, and fewer than 1,000 net new
units on average per year in San Francisco in the 1990s, before increasing to an average of
roughly 2,500 per year from 2000 to 2019, according to the Planning Department’s 2019
Housing Affordability Strategies Report.

(e) The City’s Chief Economist has estimated that approximately 5,000 new market-
rate housing units per year would be required to keep housing prices in San Francisco
constant with inflation generally, rather than greatly exceeding general rates of inflation.

(f) Moreover, San Francisco will be challenged to meet increased Regional Housing
Needs Allocation (“RHNA”) goals in the upcoming 2023-2031 Housing Element cycle, which
total 72,000 units over eight years, more than 2.5 times the goal of the previous eight-year

cycle. Atthe same time, relatively new State laws like Senate Bill 35 (2017) would limit San

Supervisors Mandelman; Melgar
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Francisco’s local zoning control and discretion if the City does not meet these RHNA housing
production goals.

(g) San Francisco’s new housing production in recent years has been heavily
concentrated in the eastern and southeastern parts of the City, with 90% of all new housing
produced in just ten eastside and central neighborhoods, according to the Housing
Affordability Strategies Report. These neighborhoods are home to many of the City’s most
established communities of color and communities most vulnerable to displacement
pressures.

(h) Roughly 60% of San Francisco’s developable land area is in the RH (Residential,
House) zoning districts, concentrated primarily on the City’s west side, with 38% of the City’s
developable land area zoned exclusively for single-family homes in RH-1 (Residential, House,
One Family) and RH-1(D) (Residential, House, One Family, Detached Dwellings) zoning
districts. In spite of the expansive geographic coverage of RH zoning districts throughout the
City, only 10% of the total new housing units in 2020 were built in these districts.

() Neighborhoods zoned for RH encompass a wide variety of housing and building
typologies, with a distinct historic pattern of taller, higher-density buildings often located on
corner lots throughout residential neighborhoods in the City, which predate the advent of RH
zoning, in the 1970s.

() The City’s COVID-19 Economic Recovery Task Force included a recommendation
in its October 2020 report to support construction of small multifamily buildings in low density
areas to support “missing middle” housing opportunities.

(k) This ordinance allows the development of up to four units, and up to six units in
Corner Lots, in all RH districts throughout the City (as shown on the Zoning Maps ZN 01
through ZN 14), at the heights currently specified in the City’s Zoning Maps (Height Maps HT

01 through HT 14). All parcels affected by this ordinance are considered urban infill sites

Supervisors Mandelman; Melgar
BOARD OF SUPERVISORS Page 4



© 00 N o o b~ w N Pk

N RN NN NN R R R R R R R R R
g B W N P O © © N O OO M W N B O

under California Government Code Section 65913.5(e)(3). This Board therefore declares that
this ordinance is enacted pursuant to California Government Code Section 65913.5.

(D This Board acknowledges that new housing developments approved under this
ordinance will be subject to the requirements of California Government Code Section
66300(d), such as the obligation to replace all existing or demolished protected units and
protections for existing occupants, including, for lower income occupants of protected units,
relocation benefits and a right of first refusal for a comparable unit available in the new
housing development at an affordable rent or cost, as provided by state law.

(m) This Board finds that this ordinance is consistent with San Francisco’s obligation to
affirmatively further fair housing pursuant to California Government Code Section 8899.50, by
increasing density in a manner that meaningfully addresses significant disparities in housing
needs and access to opportunity. The ordinance achieves the increase in density by
increasing the principally permitted residential density in areas subject to historically

exclusionary density limits:, by providing an additional density exception for projects that

comply with the requirements of Section 66300(d) of the California Government Code and

enter into requlatory agreements with the City acknowledqging that, in consideration for the

density exception, the new units shall be subject to local rent control notwithstanding the
Costa-Hawkins Rental Housing Act (California Civil Code Sections 1954.50 et seq.).

(n) This Board finds that it is in the public interest to encourage the production of a
variety of unit types and sizes to accommodate people in different types of living conditions,
including a mix of smaller units that can help young adults secure housing or seniors to
downsize, and larger units that can help growing or multi-generational families stay
adequately housed.

0) This Board finds that it is in the public interest to support San Francisco

homeowners in developing their properties while continuing to reside on the property as a key

Supervisors Mandelman; Melgar
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means of building intergenerational wealth, particularly for first-generation or historically
marginalized homeowners. Because the regulatory and development process, combined with
escalating home prices and construction costs, presents specific challenges to homeowners
distinct from those faced by development and construction professionals, this ordinance
applies certain provisions to property owners who intend to continue residing on the property

after construction.

This ordinance allows for a density exception where the project does not cause a

substantial adverse change in the significance of an historic resource, as defined. This Board
recognizes that prior to submitting a development application, property owners may apply to
the Planning Department for a pre-application Historic Resource Assessment to determine

whether a historic resource is present on the lot. To support homeowners in using this density

exception to develop their properties, this ordinance waives permit fees for the Historic

Resource Assessment under certain conditions.

Section 3. Article 2 of the Planning Code is hereby amended by revising Sections 207

and 209.1, to read as follows:

SEC. 207. DWELLING UNIT DENSITY LIMITS.

* * % %

(c) Exceptions to Dwelling Unit Density Limits. An exception to the calculations

under this Section 207 shall be made in the following circumstances:

* * % %

(8) Residential Density Exception in RH Districts.

(A) Density Exception. Projects located in RH Districts that are not seeking or

receiving a density bonus under the provisions of Planning Code Sections 206.5 or 206.6 shall receive

Supervisors Mandelman; Melgar
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an exception from residential density limits for up to four dwelling units per lot, excluding Corner Lots,

or up to six dwelling units per lot in Corner Lots, not inclusive of any Accessory Dwelling Units as

permitted under this Section 207, provided that the dwelling units meet the requirements set forth in

this subsection (c)(8).

(B) Eligibility of Historic Resources. To receive the density exception

authorized under this subsection (c)(8), a project must demonstrate to the satisfaction of the

Environmental Review Officer that it does not cause a substantial adverse change in the significance of

an historic resource as defined by California Code of Requlations, Title 14, Section 15064.5, as may be

amended from time to time. Permit fees for pre-application Historic Resource Assessments shall

be waived for property owners who apply to obtain a density exception under this subsection
(c)(8), if they sign an affidavit stating their intent to reside on the property for a period of three

years after the issuance of the Certificate of Final Completion and Occupancy for the new

dwelling units. Permit fees for Historic Resource Determinations shall not be waived.

(C) Applicable Standards. Projects utilizing the density exception of this

subsection (c)(8) and that provide at least four dwelling units shall be subject to a minimum Rear Yard

requirement of the greater of 30% of lot depth or 15 feet. All other building standards shall apply in

accordance with the applicable zoning district as set forth in Section 209.1.

(D) Unit Replacement Requirements. Projects utilizing the density exception of

this subsection (c)(8) shall comply with the requirements of Section 66300(d) of the California

Government Code, as may be amended from time to time, including but not limited to requirements to

produce at least as many dwelling units as the projects would demolish; to replace all protected units;

and to offer existing occupants of any protected units that are lower income households relocation

benefits and a right of first refusal for a comparable unit, as those terms are defined therein.

E) Applicability of Rent Ordinance; Requlatory Agreements. Project

sponsors of projects utilizing the density exception of this subsection (c)(8) shall enter into a

Supervisors Mandelman; Melgar
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regulatory agreement with the City, as a condition of approval of the density exception

(“Requlatory Agreement”). At a minimum, the Reqgulatory Agreement shall contain the

following: (i) a statement that the new units created pursuant to the density exception are not

subject to the Costa-Hawkins Rental Housing Act (California Civil Code Sections 1954.50 et

seq.) because, under Section 1954.52(b), the property owner has entered into and agreed to

the terms of this agreement with the City in consideration of an exception from residential

density limits of up to four dwelling units per lot, or up to six units per lot in Corner Lots, or

other direct financial contribution or other form of assistance specified in California

Government Code Sections 65915 et seq.; (ii) a description of the exception of residential

density or other direct financial contribution or form of assistance provided to the property

owner:; and (iii) a description of the remedies for breach of the agreement and other provisions

to ensure implementation and compliance with the agreement. The property owner and the

Planning Director (or the Director's designee), on behalf of the City, will execute the

Reqgulatory Agreement, which shall be reviewed and approved by the City Attorney’s Office.

The Requlatory Agreement shall be executed prior to the City’s issuance of the First

Construction Document for the project, as defined in Section 107A.13.1 of the San Francisco

Building Code. Following execution of the Regulatory Agreement by all parties and approval

by the City Attorney, the Regulatory Agreement or a memorandum thereof shall be recorded

to the title records in the Office of the Assessor-Recorder against the property and shall be
binding on all future owners and successors in interest.

(F) Unit Sizes. At least one of the dwelling units resulting from the

density exception shall have two or more bedrooms or shall have a square footage equal to

no less than 1/3 of the floor area of the largest unit on the lot.

Supervisors Mandelman; Melgar
BOARD OF SUPERVISORS Page 8



© 00 N o o b~ w N Pk

N RN NN NN R R R R R R R R R
g B W N P O © © N O OO M W N B O

SEC. 209.1. RH (RESIDENTIAL, HOUSE) DISTRICTS.
These Districts are intended to recognize, protect, conserve, and enhance areas

characterized by dwellings in the form of houses and small multi-family buildings, usually with

one, two, or three units with separate entrances, and limited scale in terms of building width

and height, and characterized by rear yards and a pattern of mid-block open spaces. Such areas

tend to have similarity of building styles and predominantly contain large units suitable for

family occupancy, considerable open space, and limited nonresidential uses. The RH

Districts are composed of five-separate two three classes of districts, as follows:

Supervisors Mandelman; Melgar
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RH-2 (D) Districts: Two-Family (Detached Dwellings). These Districts are

characterized by lots of greater width and area than in other parts of the City, and by one or

two houses with side yards. The structures are relatively large, but rarely exceed 35 feet in
height. Ground level open space and landscaping at the front and rear are usually abundant.
Much of the development has been in sizable tracts with similarities of building style and
narrow streets following the contours of hills. In some cases, private covenants have
controlled the nature of development and helped to maintain the street areas.

RH-2 Districts: Two-Family. These Districts are devoted to one-family and two-family
houses, with the latter commonly consisting of two large flats, one occupied by the owner and
the other available for rental. Structures are finely scaled and usually do not exceed 25 feet in
width or 40 feet in height. Building styles are often more varied than in historically single-family
areas, but certain streets and tracts are quite uniform. Considerable ground-level open space
is available, and it frequently is private for each unit. The Districts may have easy access to

shopping facilities and transit lines. |

some cases, Group Housing and institutions are found
in these areas, although nonresidential uses tend to be quite limited.

RH-3 Districts: Three-Family. These Districts have many similarities to RH-2
Districts, but structures with three units are common in addition to one-family and two-family
houses. The predominant form is large flats rather than apartments, with lots 25 feet wide, a
fine or moderate scale, and separate entrances for each unit. Building styles tend to be varied
but complementary to one another. Outdoor space is available at ground level, and also on
decks and balconies for individual units. Nonresidential uses are more common in these areas

than in RH-2 Districts.

Supervisors Mandelman; Melgar
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Table 209.1
ZONING CONTROL TABLE FOR RH DISTRICTS

8§ RH-
Zoning Category Referen | HB |RH-1|RH-LS) RH-2(D) RH-2 RH-3
ces }
BUILDING STANDARDS
Massing and Setbacks
No portion of a
No portion of a Dwelling may
. . be taller than
No-pertion-of-a Dwelling may be 40 feet
88 102, thg-may taller than 35 feet, Structu.res with
105, 106, [than-35feet—Structures [Structures with uses other Varies,
250-252,  lwi usesotherthan ' i\yellings (Ut
253, 260, [Bwellingsmay-be Dwellings may be mav be 9 generally
Height and Bulk 261, constructed to-the constiucted to the conystructed to A0 feet.
€19 261.1,270, |preseribed-heightHmit; |prescribed height . Height
Limits S —— = the prescribed .
271. See |whichis-generally-40 |limit, which is : s sculpting
. PRI height limit.
also HeightffeetPer 8261 the generally 40 feet. on Alleys
i e Per § 261 the
and Bulk [heightlimitmay-be Per § 261 the height limit per 8§
District  [decreased-or-increased [neight limit may be | o9 261.1.
may be
Maps. based-on-the-slope-of  |decreased or decreased
the-lot- increased based on
. ..., |[pased onthe
the slope of the lot.
slope of the
lot.
Required. Based on average of adjacent properties or if subject
Front Setback 88 130, property has a Legislated Setback. When front setback is based on
131, 132 |adjacent properties, in no case shall the required setback be greater
than 15 feet.
45% of lot depth or
§§ 130 30%-oH-Hot-depthbut-ir |30% of lot depth, |average of adjacent
Rear Yard (10) 134 ’ ho-caselessthan15  |but in no case less |neighbors. If averaged,
feet: than 15 feet. no less than 25% or 15
feet, whichever is greater.
. Required for lots 28
Requires '.9' iots 2. 8 feet and wider.
Side Yard 88 130, . \Width of side Not Required.
133 of side setback depends —————
on width of ot setback depends
' jon width of lot.
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https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-17783#JD_102
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-17975#JD_105
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-17984#JD_106
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21392#JD_250
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21410#JD_252
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21416#JD_253
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21453#JD_260
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21499#JD_261
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-61948#JD_261.1
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21719#JD_270
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21817#JD_271
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_zoningmaps/0-0-0-441#JD_Height&BulkDistrictMaps
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21499#JD_261
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21499#JD_261
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-61948#JD_261.1
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18232#JD_130
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18242#JD_131
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-62918#JD_132
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18232#JD_130
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18322#JD_134
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18232#JD_130
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18310#JD_133
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Residential Desian Subject to the Residential Design Guidelines. Other design
Guidelines g § 311 guidelines that have been approved by the Planning Commission
may also apply.
Street Frontage and Public Realm
E;?lrétsiztti)r?cgn d Required. At least 50% of Front Setback shall be permeable so as
Perm eabpilitg 8§ 132 to increase storm water infiltration and 20% of Front Setback shall
Reaui y be unpaved and devoted to plant material.
equirements
Streetscape and
Pedestrian §138.1 |Required.
Improvements
(Street Trees)
treet Frontage applies generally. itional requirements apply to Limite
S F § 144 8 144 li lly. Additional i I Limited
Requirements Commercial Uses, as specified in 8§ 186.
Street Frontage,
Parking and Loading|8 155(r)  |As specified in § 155(r)
Access Restrictions
Miscellaneous
Large Project . . . .
Review § 253 C required for projects over 40 feet in height.
Planned Unit § 304 c c c c C C
Development =
Awning § 136.1 P PG | PO | PO P (1) P (1)
Canopy or Marquee (8 136.1 NP NP NP NP NP NP
Signs 8 606 As permitted by Section § 606
RESIDENTIAL STANDARDS AND USES
Development Standards
Atleast
At least |300 At least At least
300 quaFeF ‘g %are At least 100
feet—#E FHare tho first ffeet if 125 squareisquare
Atleast300-squarefeet| i - feet if feet if
Usable Open Space (88 135, e private, |unit rivate fivate fivate
[Per Dwelling Unit]  |136 Hprivate-ana 400 4 108 nd 100land 400 4165 P 4133
square-feet-Hcommon square [ferthe |square an an
oot it lminor lfeetif  [oduare feet|square
commonisecond lcommo if common. [feet if
W”;:H‘:#“ . common.
private;|
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https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-22334#JD_311
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-62918#JD_132
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-63329#JD_138.1
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18681#JD_144
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-19679#JD_186
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18929#JD_155
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-21416#JD_253
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-22020#JD_304
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18492#JD_136.1
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-20077#JD_209.1Note(1)
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-20077#JD_209.1Note(1)
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-20077#JD_209.1Note(1)
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-20077#JD_209.1Note(1)
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-20077#JD_209.1Note(1)
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18492#JD_136.1
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-24872#JD_606
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18381#JD_135
https://codelibrary.amlegal.com/codes/san_francisco/latest/sf_planning/0-0-0-18487#JD_136
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Parking 8§ 151, . . .
Requirements 161 None required. Maximum permitted per 8 151.
Residential
Conversion, C for Removal of one or more Residential Units or Unauthorized
L 8 317 .
Demolition, or Units.
Merger
Use Characteristics
Intermediate Length (88102, R(9)
Occupancy 202.10 P(9) P()
Single Room § 102 P p P P
Occupancy =
Student Housing § 102 P P P P
Residential Uses
P up to
P up to two thrge
X units per
. . . P up to units per lot. Cup
Residential Density, WO lot. Cup toto bne
Dwelling Units §8 102, 207|One-unitperlot- lanits 10he unit unit per
(6)(11) per 1,500 |7 oog
[Rerot. square feet|’
of lot area square
" [feet of lot
area.
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P up to twice the number of dwelling units otherwise permitted as a
principal use in the district and meeting all the requirements of §

Senior Housin 88 102, 202.2(H)(1).

g 202.2(f)  |C up to twice the number of dwelling units otherwise permitted as a
principal use in the district and meeting all requirements of Section §
202.2(f)(1) except for § 202.2(f)(1)(D)(iv), related to location.

C,upto C, upto
one
one
bedroom
Residential Density bedroom for every
: ' 18 208 NP NP NP NP [for every
Group Housing = 275
415 square square
feet of lot feet of lot
area.
area.
Homeless Shelter 228102' NP NP NP NP C C
NON-RESIDENTIAL STANDARDS AND USES
Development Standards
88
Floor Area Ratio 102, 123, 18t0-1 18+t6-1(18te-1|1.8 to 1.8t01 1.8t01
124
. 8§ 150, . . .
Off-Street Parking 151 161 None required. Maximum permitted per § 151.
- . Continuing nonconforming uses are permitted, subject to the
b';ne';ed Commercial 226126' requirements of § 186. Limited Commercial Uses may be

conditionally permitted in historic buildings subject to 8§ 186.3.

Agricultural Use Category

. 88 102
* 1
Agricultural Uses* 202.2(c) c c c C C C
Agriculture, 8§ 102,
Industrial 202.2(c) Ain Ain A NE NP NP
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Neighborhood  P02.2(9) i i P
Automotive Use Category

Automotive Uses* |§ 102 NP NP NP NP NP NP
gf}c;?eg Garage. s 102 c c | ¢ | ¢ C C
Parking Lot, Private |§8 102 c c c C C C
Parking Lot, Public 2221,0125'6 NP NP NP NP NP (8) NP
Entertainment, Arts and Recreation Use Category

Entertainment, Arts

and Recreation § 102 NP NP NP NP NP NP
Uses*

ggzn Recreation § 102 c c c c C C
Eﬁfg"a‘iign“tdoor § 102 P P | p p P P
Industrial Use Category

Industrial Uses* § 102 NP NP NP NP NP NP
Institutional Use Category

Institutional Uses* (8 102 NP NP NP NP NP NP
Child Care Facility |8 102 P P P P P P
Community Facility |8 102 c c c C C C
Hospital § 102 c c c C C C
E]Z?ittftif;‘)”dary Ed-ls 102 c c c C C C
Public Facilities § 102 P P P P P P
Religious Institution |§ 102 c c c C C C
II?:(':silltijt)e/ntlal Care § 102 P P P p P P
School § 102 c c c C C C
Sales and Service Category

gg:ﬁ:ﬁﬂizsﬁnd § 102 NP NP | NP | NP NP NP
Hotel 8102 NP NP NP NP C@ C@
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Mortuary § 102 5 S5 | C(B) C (5) C (5)
Non-Reta_uI S*ales § 102 NP NP NP NP NP
and Service*

Utility and Infrastructure Use Category

Utility and § 102 Ne | NP | NP NP NP
Infrastructure*

Internet Service § 102 c c c C C
Exchange

Utility Installation § 102 c c C C C
Wireless CorP |Corp

Telecommunications|§ 102 CorRP{H @ @ CiolrlP CorP (7) [CorP (7)
Services Facility

* Not listed below.

* % % %

(10)  Projects utilizing the density exception of Section 207(c)(8) and that provide at least four

dwelling units shall be subject to a minimum Rear Yard requirement of 30% of lot depth, but in no case

less than 15 feet.

(11) P for up to four dwelling units per lot, excluding Corner Lots, and P for up to six dwelling units

in Corner Lots, pursuant to Section 207(c)(8).

Section 4. The Planning Code is hereby amended by revising Sheets ZNO01, ZN02,

ZNO03, ZN04, ZNO05, ZNO06, ZNO7, ZN08, ZN09, ZN10, ZN11, ZN12, and ZN13 of the Zoning

Map of the City and County of San Francisco, as follows:

Zoning Districts to be Superseded

Zoning Districts Hereby Approved

RH-1(D): RH-1; RH-1(S) RH-2
RH-1(D) RH-2(D)
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Section 5. Chapter 37 of the Administrative Code is hereby amended by revising

Sections 37.2 and 37.3, to read as follows:

SEC. 37.2. DEFINITIONS.

* % % %

( Rental Units. All residential dwelling units in the City anrd-Ceunty-of SanFranciseo
together with the land and appurtenant buildings thereto, and all housing services, privileges,
furnishings, and facilities supplied in connection with the use or occupancy thereof, including
garage and parking facilities.

* * % %

The term “rental units” shall not include:
M

(4) Except as provided in subsections (A)-(BE), dwelling units whose 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; provided, however, that units in unreinforced masonry
buildings which have undergone seismic strengthening in accordance with Building Code
Chapters 16B and 16C shall remain subject to the Rent Ordinances to the extent that the
ordinance is not in conflict with the seismic strengthening bond program or with the program's
loan agreements or with any regulations promulgated thereunder;

* * % %

(E) The term “rental units” shall include any new dwelling units created

pursuant to the density exception set forth in Section 207(c)(8) of the Planning Code.

Supervisors Mandelman; Melgar
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SEC. 37.3. RENT LIMITATIONS.

(a) Rent Increase Limitations for Tenants in Occupancy. Landlords may impose rent
increases upon tenants in occupancy only as provided below and as provided by subsections
37.3(d) and 37.3(9):

* ok ok ok

(d) Costa-Hawkins Rental Housing Act (Civil Code Sections 1954.50. et seq.).
Consistent with the Costa-Hawkins Rental Housing Act (Civil Code Sections 1954.50. et seq.)
and regardless of whether otherwise provided under Chapter 37:

(1) Property Owner Rights to Establish Initial and All Subsequent Rental
Rates for Separately Alienable Parcels.

(A) An owner or residential real property may establish the initial and all
subsequent rental rates for a dwelling or a unit which is alienable separate from the title to any
other dwelling unit or is a subdivided interest in a subdivision as specified in subdivision (b),
(d), or (f) of Section 11004.5 of the California Business and Professions Code. The owner's
right to establish subsequent rental rates under this paragraph shall not apply to a dwelling or
unit where the preceding tenancy has been terminated by the owner by notice pursuant to
California Civil Code Section 1946 or has been terminated upon a change in the terms of the
tenancy noticed pursuant to California Civil Code Section 827; in such instances, the rent
increase limitation provisions of Chapter 37 shall continue to apply for the duration of the new

tenancy in that dwelling or unit.

* * % %

(D) An owner’s right to establish subsequent rental rates under
subsection 37.3(d)(1) shall not apply to a dwelling or unit that is a new dwelling unit created

pursuant to the density exception set forth in Section 207(c)(8) of the Planning Code.

* * % %

Supervisors Mandelman; Melgar
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

() New Construction and Substantial Rehabilitation.

(1) An owner of a residential dwelling or unit which is newly constructed and
first received a certificate of occupancy after the effective date of Ordinance No. 276-79 (June
13, 1979), or which the Rent Board has certified has undergone a substantial rehabilitation,
may establish the initial and all subsequent rental rates for that dwelling or unit, except:

(A) where rent restrictions apply to the dwelling or unit under
Sections 37.3(d) or 37.3(f);

(B) where the dwelling or unit is a replacement unit under
Section 37.9A(b);

(C) as provided for certain categories of Accessory Dwelling Units under
Section 37.2(r)(4)(D); and

(D) as provided in a development agreement entered into by the City

under Administrative Code Chapter 56-; and

(E) as provided for certain categories of new dwelling units under Section

37.2(r)(4)(E).

Section 56. Article 9 of the Subdivision Code is hereby amended by revising Sections

1396.2, 1396.4 and 1396.5 and adding Section 1396.6, to read as follows:

SEC. 1396.2. PROHIBITION ON CONDOMINIUM CONVERSIONS FOR CERTAIN
BUILDINGS.

(a) Notwithstanding any provisions in this Code to the contrary, including
Section 1359, the Department of Public Works shall not sell residential condominium
conversion lottery tickets to; shall not accept a residential condominium conversion

subdivision application from; and shall deny a tentative subdivision or tentative parcel map for

Supervisors Mandelman; Melgar
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residential condominium conversion submitted by the owner(s) of a building that meets all of
the following conditions:

(1) the building had two or more evictions with each eviction associated with a
separate unit(s);

(2) issuance of each eviction notice occurred on or after May 1, 2005; and,

(3) issuance of the eviction notice(s) occurred pursuant to San Francisco

Administrative Code Sections 37.9(a)(8), 37.9(a)(10), or 37.9(a)(11);-er3F9{a)13).

SEC. 1396.4. CONDOMINIUM CONVERSION FEE AND EXPEDITED CONVERSION
PROGRAM.

(b) Any building may be exempted from the annual lottery provisions of Section 1396
if the building owners for said building comply with either: (1) Section 1396.3 (g)(1) and all the

requirements of this Section 1396.4 or (2) all the requirements of Section 1396.6.

Notwithstanding the foregoing sentence, no property or applicant subject to any of the
prohibitions on conversions set forth in Section 1396.2, in particular a property with the
eviction(s) set forth in Section 1396.2 (b), is eligible for the Expedited Conversion program
under this Section 1396.4. Eligible buildings as set forth in this subsSection (b) may exercise
their option to participate in this program according to the following requirements:

SEC. 1396.5. SUSPENSION OF THE LOTTERY PENDING PRODUCTION OF
REPLACEMENT UNITS FOR EXPEDITED CONVERSION UNITS.

* Kk k%

(c) Except as otherwise authorized under Section 1396.6, Fthe Department shall not accept

an application for the conversion of residential units under Section 1396 nor conduct a lottery
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under this Article prior to January 1, 2024. Thereafter, the lottery shall resume upon the
earlier of the following: (1) the first February following the Mayor’s Office of Housing and

Community Development report pursuant to Ssubsection (b) showing that the total number of

Conversion Replacement Units produced in the City of San Francisco exceeded the total
number of units converted as identified in the Department's report prepared pursuant to
subsection (a); or (2) completion of the “Maximum Suspension Period” as defined below.

* % % %

1396.6. CONDOMINIUM CONVERSION ASSOCIATED WITH PROJECTS THAT

UTILIZE THE RESIDENTIAL DENSITY EXCEPTION IN RH DISTRICTS TO CONSTRUCT

NEW DWELLING UNITS PURSUANT TO PLANNING CODE SECTION 207(C)(8).

(a) Findings. The findings of Planning Code Section 415.1 concerning the City's inclusionary

affordable housing program are incorporated herein by reference and support the basis for charging

the fee set forth herein as it relates to the conversion of dwelling units into condominiums.

(b) Definition. ““Existing Dwelling Units”” shall refer to the dwelling units in existence on a lot

at the time of the submittal of an application to construct a new dwelling unit pursuant to Planning

Code Section 207(c)(8).

(c) Notwithstanding Section 1396.4 and Ordinance No. 117-13, the a subdivider of a one unit

building that has obtained a permit to build one or more new dwelling units by utilizing the exception

to residential density in RH districts set forth in Planning Code Section 207(c)(8), which results in a

its two or more

dwelling units, and that has signed an affidavit stating the subdivider’s intent to reside in one

of those resulting dwelling units, or in the Existing Dwelling Unit, for a period of three years

after the approval of Certificate of Final Completion and Occupancy for the new dwelling units,

shall (1) be exempt from the annual lottery provisions of Section 1396 with respect to the dwelling units

built as part of the Project Units and (2) be eligible to submit a condominium conversion application
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for sueh the Existing Dwelling Units and/or include the Existing Dwelling Units in a condominium

map application for the project approved pursuant to Planning Code Section 207(c)(8).

Notwithstanding the foregoing sentence, no property or applicant subject to any of the prohibitions on

conversions set forth in Section 1396.2, in particular a property with the eviction(s) set forth in Section

1396.2(b), shall be eligible for condominium conversion under this Section 1396.6. Eligible buildings

as set forth in this subsection (c) may exercise their option to participate in this program according to

the following requirements:

(1) The applicant(s) for the subject building seeking to convert dwelling units to

condominiums or subdivide dwelling units into condominiums under this subsection shall pay the fee

specified in Section 1315.

(2) In addition to all other provisions of this Section 1396.6, the applicant(s) comply

with all of the following:

(A) The requirements of Subdivision Code Article 9, Sections 1381, 1382, 1383,

1386, 1387, 1388, 1389, 1390, 1391(a) and (b), 1392, 1393, 1394, and 1395.

(B) The applicant(s) must certify that within the 60 months preceding the date of

the subject application, no tenant resided at the property.

(C) The applicant(s) must certify that to the extent any tenant vacated their unit

after March 31, 2013, and before recordation of the final parcel or subdivision map, such tenant did so

voluntarily or if an eviction or eviction notice occurred it was not pursuant to Administrative Code

Sections 37.9(a)(8)-(12) and 37.9(a)(14). If an eviction has taken place under Sections 37.9(a)(11) or

37.9(a)(14), then the applicant(s) shall certify that the original tenant reoccupied the unit after the

temporary eviction.

(3) If the Department finds that a violation of this Section 1396.6 occurred prior to

recordation of the final map or final parcel map, the Department shall disapprove the application or

subject map. If the Department finds that a violation of this Section occurred after recordation of the
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final map or parcel map, the Department shall take such enforcement actions as are available and

within its authority to address the violation.

(4) This Section 1396.6 shall not prohibit a subdivider who has lawfully

exercised the subdivider's rights under Administrative Code Section 37.9(a)(13) from

submitting a condominium conversion application under this Section 1396.6.

(d) Decisions and Hearing on the Application.

(1) The applicant shall obtain a final and effective tentative map or tentative parcel

map approval for the condominium subdivision or parcel map within one year of paying the fee

specified in subsection (e). The Director of the Department of Public Works or the Director’s designee

is authorized to waive the time limits set forth in this subsection (d)(1) as it applies to a particular

building due to extenuating or unique circumstances. Such waiver may be granted only after a public

hearing and in no case shall the time limit extend beyond two years after submission of the application.

(2) No less than 20 days prior to the Department's proposed decision on a tentative

map or tentative parcel map, the Department shall publish the addresses of buildings being considered

for approval and post such information on its website. During this time, any interested party may file a

written objection to an application and submit information to the Department contesting the eligibility

of a building. In addition, the Department may elect to hold a public hearing on said tentative map or

tentative parcel map to consider the information presented by the public, other City department, or an

applicant. If the Department elects to hold such a hearing it shall post notice of such hearing and

provide written notice to the applicant, all tenants of such building, any member of the public who

submitted information to the Department, and any interested party who has requested such notice. In

the event that an objection to the conversion application is filed in accordance with this subsection

(d)(2), and based upon all the facts available to the Department, the Department shall approve,

conditionally approve, or disapprove an application and state the reasons in support of that decision.

Supervisors Mandelman; Melgar
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(3) _Any map application subject to a Departmental public hearing on the subdivision

or a subdivision appeal shall have the time limit set forth in subsection (d)(1) extended for another six

months.

(e) Should the subdivision application be denied or be rejected as untimely in accordance with

the dates specified in subsection (d)(1), or the tentative subdivision map or tentative parcel map

disapproved, the City shall refund the entirety of the application fee.

(f) _Conversion of buildings pursuant to this Section 1396.6 shall have no effect on the terms

and conditions applicable to such buildings under Section 1341A , 1385A , or 1396 of this Code.

Section 67. The Planning Department, the Rent Board, and the Department of Public

Works are authorized to adopt regulations to implement this ordinance. The Planning

Department shall create a report summarizing all applicable design standards in residential

districts in the City, and submit such report to the Board for its consideration within six months

from the effective date of this ordinance.

Section #8. Conforming Amendments in the Municipal Code.

(&) This ordinance abolishes RH-1, RH-1(D), and RH-1(S) districts. To conform the
Municipal Code to these districts having been abolished, the City Attorney shall cause all
references to RH-1,RH-1B); and RH-1(S) in the Municipal Code to be removed and replaced
with a reference to RH-2, and all references to RH-1(D) to be replaced with RH-2(D);

provided, however, that where the Municipal Code references ene-ormeore-of-the-three
abelished-distriets RH-1 or RH-1(S) districts along with a reference to RH-2, the City Attorney
shall cause the reference to the abolished district or districts to be removed from the Municipal

Code, with the reference to RH-2 retained.

Supervisors Mandelman; Melgar
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(b) The City Attorney shall provide written notice to the Clerk of the Board of
Supervisors of the changes to the Municipal Code resulting from the implementation of
subsection (a). The Clerk shall place the City Attorney’s notice in Board File No. 210866, the
file for the ordinance abolishing the RH-1, RH-1(D), and RH-1(S) districts.

(c) Any reference in the Municipal Code to RH-1, RH-1(D), or RH-1(S) districts that
might remain, for example, due to inadvertence or delay in implementing subsection (a), or for
any other reason, shall not be understood to contradict or be in conflict with this ordinance’s

abolition of said districts.

Section 89. No Conflict with Federal or State Law. Nothing in this ordinance shall be
interpreted or applied so as to create any requirement, power, or duty in conflict with any

federal or state law.

Section 910. Severability. If any section, subsection, sentence, clause, phrase, or
word of this ordinance, 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 ordinance. The
Board of Supervisors hereby declares that it would have passed this ordinance and each and
every section, subsection, sentence, clause, phrase, and word not declared invalid or
unconstitutional without regard to whether any other portion of this ordinance or application

thereof would be subsequently declared invalid or unconstitutional.

Section 4011. Effective Date. This ordinance shall become effective 30 days after

enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the

Supervisors Mandelman; Melgar
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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 £312. Scope of Ordinance. Except as stated in Sections 4 and 7 of this
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 additions, and Board
amendment deletions in accordance with the “Note” that appears under the official title of the

ordinance.

APPROVED AS TO FORM:
DAVID CHIU, City Attorney

By: /s/ Andrea Ruiz-Esquide
ANDREA RUIZ-ESQUIDE
Deputy City Attorney

n:\legana\as2022\2200012\01594499.docx
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FILE NO. 210866

REVISED LEGISLATIVE DIGEST
(Amended in Committee, 4/11/2022)

[Planning, Administrative, Subdivision Codes; Zoning Map - Density Exception in Residential
Districts]

Ordinance amending the Planning Code to rezone all Residential, One Family (RH-1)
zoning districts, except for Residential. One Family, Detached (RH-1(D)) districts, to
Residential, Two Family (RH-2) zoning districts; to rezone the RH-1(D) districts to a new
class of residential district called Residential, Two Family, Detached (RH-2(D)) districts;
and to provide a density limit exception to permit up to four dwelling units per lot, and
up to six dwelling units per lot in Corner Lots, in all RH (Residential, House) zoning
districts, subject to certain requirements, including among others the replacement of
protected units; amending the Administrative Code to require new dwelling units
constructed pursuant to the density limit exception to be subject to the rent increase
limitations of the Rent Ordinance; amending the Subdivision Code to authorize a
subdivider that is constructing new dwelling units pursuant to the density exception to
submit an application for condominium conversion or a condominium map that
includes the existing dwelling unit and the new dwelling units that constitute the
project; affirming the Planning Department’s determination under the California
Environmental Quality Act; and making findings of consistency with the General Plan
and the eight priority policies of Planning Code, Section 101.1, and findings of public
necessity, convenience, and welfare under Planning Code, Section 302.

Existing Law

The Planning Code sets forth different zoning districts throughout the City, where different
uses are permitted, conditionally permitted, or prohibited, and where various controls (such as
height, bulk, setbacks, etc.) apply. Residential, House (RH) districts are “intended to
recognize, protect, conserve and enhance areas characterized by dwellings in the form of
houses, usually with one, two or three units with separate entrances, and limited scale in
terms of building width and height. Such areas tend to have similarity of building styles and
predominantly contain large units suitable for family occupancy, considerable open space,
and limited nonresidential uses.” (Planning Code Section 209.1.) The RH districts consist of
five separate classes of districts, depending on the number of units permitted in each:

e RH-1(D) Districts: One-Family (Detached Dwellings); RH-1 Districts: One-Family; and
RH-1(S) Districts: One-Family with Minor Second Unit, which are generally
characterized by single-family houses;

e RH-2 Districts: Two-Family, which generally consist of one-family and two-family
houses;
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e RH-3 Districts: Three-Family, in which structures with three units are commonin
addition to one-family and two-family houses.

Currently, San Francisco property owners wishing to convert tenancy-in-common (“TIC")
residential units into condominium units may not convert more than two TIC units due to the
conclusion and expiration of the Expedited Condominium Conversion Program, Subdivision
Code Sec. 1396.4 (“ECP”), in January 2020 and the suspension of the condominium
conversion lottery until January 1, 2024. While the ECP was in effect, the program had
authorized property owners to convert four to six TIC units into condominium units subject to
compliance with certain requirements in the Subdivision Code.

Amendments to Current Law

This ordinance amends the Planning Code and the Zoning Map to rezone all existing RH-1
districts to RH-2 (Residential, Two Family) districts, except for RH-1(D) districts, which the
ordinance rezones to a new class of district called RH-2(D) — Residential, Two Family
(Detached). Further, the ordinance creates a density limit exception to permit up to four units
per lot in all RH-2, RH-2(D) or RH-3 (Residential, Three Family) districts, and up to six units in
Corner Lots, as defined under the Planning Code, for projects that are not seeking or
receiving a density bonus. These units would be permitted in addition to any Accessory
Dwelling Units permitted under the Code. The ordinance makes projects utilizing the density
exception and that provide at least four dwelling units subject to a minimum Rear Yard
requirement of the greater of 30% of lot depth or 15 feet; otherwise, it establishes that all other
building standards applicable under the Planning Code continue to apply.

The ordinance provides that in order to receive this density exception, projects must
demonstrate to the satisfaction of the Environmental Review Officer that they do not cause a
substantial adverse change in the significance of an historic resource as defined by the
California Environmental Quality Act (CEQA). Further, the ordinance incorporates state law
requirements that are applicable to these projects — specifically, the requirements of Section
66300(d) of the California Government Code that projects subject to the density exception
including produce at least as many dwelling units as they would demolish; replace all
protected units; and offer existing occupants of any protected units that are lower income
households relocation benefits and a right of first refusal for a comparable unit, as those terms
are defined under that state law. The ordinance also requires that all new units developed
under the density exception be subject to rent control, and regulated under the Rent Board.
The ordinance requires applicants for the density exception to enter into a regulatory
agreement with the City, agreeing that the extra density they are receiving constitutes
adequate consideration to waive their rights under the Costa-Hawkins Rental Housing Act.
(California Civil Code Sections 1954.50 et seq.) The ordinance also establishes minimum unit
sizes for the new units, providing that at least one of the dwelling units resulting from the
exception must have two or more bedrooms, or a square footage equal to no less than 1/3 of
the floor area of the largest unit on the lot.
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The ordinance amends the Subdivision Code to authorize a subdivider of a one unit building
that has obtained a permit to build one or more new dwelling units under the exception,
resulting in two or more dwelling units, to submit an application for condominium conversion
or a condominium map that includes the existing dwelling unit as well as the new dwelling
units created under the density exception. Applicants must meet certain requirements
specified in the ordinance.

The ordinance provides incentives for property owners who sign an affidavit stating their intent
to reside on their properties for three years after the issuance of the Certificate of Final
Completion and Occupancy (“CFCQO”) for the new dwelling units. It establishes that permit
fees for pre-application Historic Resource Assessments shall be waived for these property
owners and it also limits the condominium conversion authorization described above to these
owners only.

The ordinance authorizes the Planning Department, the Rent Board, and the Department of
Public Works to adopt regulations to implement it, and the City Attorney’s Office to remove all
remaining references to RH-1 districts from the Municipal Code. The ordinance requires the
Planning Department to prepare a report summarizing all applicable design standards in
residential districts in the City, and submit such report to the Board for its consideration within
six months from the effective date of the ordinance.

Background Information

The ordinance contains ample findings setting forth the need to promote housing development
in San Francisco. It states that the City faces a severe crisis of housing affordability and
availability, characterized by dramatic increases in rent and home sale prices over recent
years and historic underproduction of new housing units across income levels, particularly in
the City’s western neighborhoods and RH zoning districts. It further explains that adopting
policies that promote construction of small multifamily buildings in low density areas to support
“missing middle” housing opportunities was one of the recommendations of the City’s COVID-
19 Economic Recovery Task Force.

This ordinance is a substitute for the ordinance that was introduced on July 27, 2021. The
ordinance includes new findings that are necessary to allow the Board to expedite its
consideration and approval of the ordinance with respect to the California Environmental
Quality Act (“CEQA"), as authorized under Senate Bill 10 (Wiener), which took effecton
January 1, 2022 (“SB 10”). Under SB 10, an ordinance that increases the allowed zoning up
to 10 units per parcel in a “transit-rich area” or an “urban infill site” (which includes all of San
Francisco) would not constitute a “project” under CEQA. Such ordinances would be exempt
from CEQA review. However, this exemption applies only to the ordinance, as individual
housing projects proposed within a zone subject to an SB 10 ordinance still require review
under CEQA.
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The substitute ordinance contains other changes compared to the July 27, 2021 ordinance,
such as the rezoning of RH-1 districts to RH-2, the requirements regarding historic resources
under CEQA, and authorizing certain property owners who utilize the density exception to
apply for condominium conversion or condominium maps that include existing residential units
as well as new units created pursuant to the density exception.

This updated Legislative Digest includes amendments that were adopted at a hearing of the
Land Use and Transportation Committee of the Board of Supervisors, on March 7, 2022.
These amendments include:

¢ Rezoning all RH-1(D) districts to a new RH-2(D) class of districts, and corresponding
amendments to Table 209.1;

e Requiring that all new units created under the density exception authorized under new
Section 207(c)(8) be subject to rent control, and that the applicants for the exception
enter into regulatory agreements with the City for purposes of memorializing the
applicability of rent control;

¢ New findings in support of the rent control requirement;

e Clarification that only the subdivider of a one unit building that has obtained a permit to
build new dwelling units utilizing the density exception shall be eligible to convert the
existing unit to a condominium and/or include the existing unit in a condominium map
application; and

e The requirement that the Planning Department prepare a report summarizing all
applicable design standards in residential districts in the City within six months.

This updated Legislative Digest also includes descriptions of amendments that were adopted
at a hearing of the Land Use and Transportation Committee on April 11, 2022. These
amendments include:

e The waiver of the Historic Resource Assessment fees for owners who sign an affidavit
of intent to reside on their properties, for three years after issuance of the CFOC,;

e An amendment to authorize condominium conversions only for that same group of
property owners;

e New requirements regarding minimum unit sizes for the new units; and

¢ New findings related to these amendments.

n:\legana\as2022\2200012\01594 755 .docx
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49 South Van Ness Avenue, Suite 1400
San Francisco, CA 94103

628.652.7600
www.sfplanning.org

Aprit 21, 2022

Honorable Supervisor Peskin
Board of Supervisors’
City and County of San Francisco

Re: Feasibility Analysis Reports for Four-plex Proposals

Dear Supervisor Peskin,

In advance of the Land Use and Transportation Committee meeting this coming Monday, April 25", the
Department would like to ensure you have received a copy of the latest version of the third-party study on the
feasibility of building between three and four units on RH zoned lots. '

The Department has contracted with consultant Century Urban to conduct feasibility studies of both 5B9, and
Supervisor Mandelman's densily exception ordinance. These feasibility studies have been included as part of the
fransmittal materials from the Planning Department for Board Fite No. 210866. The reports are also attached to
‘this memo.

The Department is currently working with Century Urban on an additional memo that will summarize the
financial feasibility challenges for both SB -9 prototypes and 3-4plexes, as well as the additional feasibility
challenges posed by affordability requirements. That memo will also examine the impact of potential public
policy levers (property tax reductions, tow interest loans, fee waivers, etc.) on feasibility, This memo should be
complete in approximately 3-4 weeks,

In the meantime, we wanted to share additional information from Century Urban that looked at the affordabitity
gap. This two-page document is the first attachment in this package. The gap numbers for 100% AMI units are
well above $1 million. Thisis on top of the already $1-2 million dollar feasibility gap shown in the 3-4 plex
memo.!

To summarize: The analyses conducted so far have found that a new 3-4 plex building costs $3-4 million in hard

L plegse note: This affordability analysis presumes oll units would be affordable at 106% of AMI, not just units built over density.
Century Urban is in the process of updating their analysis to examine the affordability gop when only units above the base
density are affordable at 100% of AMI,

th3 B E Para informacion en Espanol llamar al Pata sa imporrnasyon sa Tagalog tumawagsa  628.652.7550




and soft development costs. This does not account for the cost to acquire an existing single-family home and
other costs like developer return, real estate broker costs, etc. Together, these costs result in a massive feasibility
gap relative to likely earnings. Affordability requirements make feasibility even worse and would essentially
require homeowners to subsidize additional units (no return on investment).

If you have any questians or require further information please do not hesitate to contact me,

Sincerely,

Audrey Merlone
Senior Planner, Legislative Affairs

Attachments: ,

Draft Figures from Ceniury Urban on Affordability Gap

Summary of Triplex and Fourplex Prototype Financial Feasibility Analysis
Summary of SB 9 Financial Feasibility Analysis :

% San Francis
piSp



Arios

Protolype Projected Cash Flow

SiOptndshe TR
Bayview Mid-Tler  Pacific Hefphils Bayviow plid-Tler Pacific Holghis
Unilts  Parking Type

3 No  Net Operating Income $129,000 $173,000 $182,000 §137,000 $182,006 - 5191000
3 ‘No  Cash Flow After Debi Service 55,000 549,000 558,000 514,600 558,000 $67,000
3 Yes  Net Operating Income $126,000 $169,000 $177,000 $134,000 $177,000 $186,000
3 Yes  Cash Flow After Debt Service $3,000 546,000 555,000 512,000 555,000 $63,000
4 Ne  Net Operating Income $166,000 $223,000 $235,000 §177,000 $235,000 5246,000
4 No_ Cash Flow After Debi Service 86,000 $64,000 575,000 517,000 575,000 586,000
4 Yes  Net Operating Income $161,600 $217,000 $229,000 $172,000 $229,000 $240,000
4 Yes  Cash Flow After Debt Service $3,000 $59,000 570,000 $14,000 $70,000 $81,000

Profolype Projected Capitalization

Renfal Cases : Optimistie
Bayview  Mid-Tier Pacific Heights Bayview Mid-Tier Pacific Heights
Units  Parking Type I L

3 No  Fquity for Hard/Solt Costs $1,154,000  $1,154,000 51,155,000 51,154,000 %1,155,000 51,156,000
3 No  Debt for Hard /Sofi Costs 52,143,000  §2,143,000 $2,145,000 $2,143,000 $2, 145,000 52,148,000
3 Yes  Equily for Hard/Soft Costs $1,139,000  $1,139,000 $1,140,000 $1,139,000 51,140,000 51,141,000
3 Yes  Debt for Hard/Soft Costs 52,116,000 $2,116,000 $2,117,000 52,116,000 $2,117,000 52,120,000
4 Noe  Equily for Hard/Soft Costs ' $1,488,000 51,488,000 “$1,490,000 $1,448,000 $1,490,000 51,491,000
4 No  Debt for Hard /Soft Costs $2,763,000  $2,763,000 $2,767,000 52,763,000 $2,767,000 $2,770,000
4 Yes  Fquily for Hard/Soft Cests 51,476,000  $1,476,600 $,477,000 %1,476,000 51,477,000 51,479,000
4 Yes  Debt for Hard /Soft Costs 52,741,000  $2,741,000 $2,743,000 52,741,000 $2,743,000 52,746,000

Sale Cises “iBage Cas LEOpiimistie :

Hayview Mid-Tier . Pagific Heights Bayview aid-Tier Pacific Heights
Units  Parking Type : ) :

3 No  Equity for Hard/Soft Costs 51,154,060  $1,155,000 §1,156,000 $1,154,000 41,156,000 §1,157,000
3 No  Debt for Hard /Soft Cosls 52,143,000  $2,145,000 52,147,000 $2,143,000 52,147,006 52,145,000
3 Yes  Equity for Hard/Sofl Cosls $1,139,000  $1,140,000 $1,141,000 $1,129,000 $E, 141,000 $1,142,000

_ 3 Yes  Debt for Hard /Soft Costs $2,016000  $2,187,000 $2,119,060 $2,116,000 32,119,000 $2,121,060 i
4 No  Equily for Hard/Soft Costs : $1,488,000  $1,489,000 51,491,000 $1,488,000 51,491,000 51,492,000
4 No  Deht for Hard /Soft Costs © §2,763,000  $2,766,000 52,769,000 52,763,000 $2,769,000 52,771,000
4 Yes  Bquity for Hard/Soft Costs §1,476,000  $1,477,000 $LATB00C 51,476,000 51,478,000 51,479,000
4 Yes  Debt for Hard/Soft Costs $2,741,000  $2,742,000 $2,745,600 $2,741,000 $2,745,000 $2,748,000

Note:

All financial and programmatic estinintes ave preliminary in nature for illusirative purposes and subject to change.




Affordable Unit Sensitivity - Additional Estintated Impact on Residual Value/Feasibillty

100% AMI for all wiits, renial and sale scenarios

T ek Cavel ] Do Optaiste

Units  Parking Type Bayview Mid-Tier  Pacifi¢c Helghts Bayview Mid-Tier Pacific Heights
3 No Sale (51,519,000) (52,893,000} {53,089,000) {51,716,000)  ($3,089,000) (33,286,000)

3 Yes Sale (51,399,000)  (52,721,000) {52,909,000) {51,588,000) (52,909,000) (%3,098,000)

3 No Rental (51,219,000}  ($2,070,000) ($2,240,000) (51,389,000)  (§2,240,000) .  ($2,410,000)

3 Yes Rental (51,115,0000  (51,933,000) (52,097,000) (51,279,000} (S2,007,000)  ($2,261,000)

4 No Sale (51,883,000) (53,659,000) {53,913,000) (62,136,000)  (33,913,000) {54,166,000)

4 Yes Sale (51,783,000) (53,515,000) {53,763,000) (62,030,000} ($3,763,000)  {54,010,000)

4 No Rental {61,500,000)  (52,6090,000) (52,820,000) {61,720,000)  (52,820,000) {63,040,000)

4 Yes Rental (51,414,000) (52,487,000} {62,701,000) {51,628,000)  (S2,701,000)  ($2,916,000)

110% AMH for one rertal anit, 140% AMI for one sele wnit

SiBase Cdsel i s B T “ Optmistle - SR

Units  Parking Type Bayview Mid-Tier Pacific Helghts Bayview Mid-Tier Pacific Helghts
3 No Sale {512,060)  (5360,000) ($499,000) (568,000) (5409,000) ($458,000)

3 Yes Sale 50 ($188,000) (5229,000) 50 (5229,000) (270,000}

3 No Rental ($154,000)  ($366,000) (3408,000) (5197,000) (5408,000) ($450,000)

3 Yes Rental ) (350,000)  {$229,000} (5265,000) (386,000) {$265,000) (5301,000)

4 No Sale ($59.000)  {5418,000) ($469,000) ($110,000) (5469,000) (8520,000)

4 Yes Sale 50 (5274,000) (5319,000) (54,000) ($319,000) (5364,600)

4 No Rental | (5189,000)  (5411,000) ($456,600) ($233,000) (5456,900) {5500,600)

4 Yes Rentat (5102,000)  ($297,000) {5336,000) (G141,000)  ($336,000) {5375,000)

Nole:

1. Becawse of the unit size of the two bedroo i the scenarios with warking, the estimated market values of the for-sake tiwo bedrootus in the Bayview fail below the estiwted
fwo bedroom affordable price

2. Additionnl estimated impact o residial innd value/feasibility awonnt in inbies above reflect nmonnts thal wanld be added to tie feasibility gap anmonnts if rerts for one or

Sensitivily Analysis

Range of Fstimaied Impact on Feasibility

Reduce Interest Cost to 1% 37,000 555,000
Reduce City Fees Lo $10,000 5123,000 5144,000
Provide Transfer Tax Abatements $20,000 5143,000
Provide Property Tax Abatements $414,000 $812,000 Rental scenarios only. 65% of property tax is assumed abated, based on

estimated percentage received by City and County.

Note:

Al financial and progranmmatic estimates are preliminary in nature for illustrative purposes and subject to change.
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February 3, 2022
Project: Summary of Triptex and Fourplex Prototype Financial Feasibility Analysis
Case Number: 2021-005878CWP |
Staff Contact: James Pappas, Senior Planner, 628.652.7470,
james.pappas@sfgov.org
Reviewed by: Joshua Switzky, Land Use Program Manager, 628.652.7464

joshua.switzky@sigov,org ; and
Maia Small, Community Equity Policies and Strategies Manager; 628.652.7373,

maia.small@sfgov.org

Recommendation: None- informational - i

Background

The San Francisco Planning Department has contracted with consultant Century Urban to analyze the
financial feasibility for property owners and/or developers of building small multifamily buildings on sites
currently occupied by an existing single-family home. As part of this work, Century Urban has analyzed
prototypes based on potential projects that may be possible under recently proposed legislation to ailow
up to four units {fourplexes) on parcels where currently fewer units are allowed, specificaily parcels with
existing single-family homes.

This summary highlights key findings and assumptions from high level financial analyses that Century
Urban performed on development prototype projects in selected neighborhoods representative of
potential scenarios under proposed local legislation to allow fourplexes. This type of financial analysis is
important to understand the potential financial costs and benefits of small multifamily housing '

“developments, the types of owners or developers likely to undertake them, where and under what
circumstances such developments may be more likely to occur, and the barriers or challenges affecting
the potential addition of housing in San Francisco. This analysis is related to work on financial feasibility
of potential projects that may be possible under State law S8 9.




Memo to Planning Commission 2021-005878CWP
Summary of Prototype Financial Feasibility Analysis

Assumptions

Century Urban analyzed potential for development of small muitifamily buildings on sites with existing
single-family homes. For this analysis, Century Urban reviewed prototype developmaents using general
market assumptions for unit types, costs, rents, sale prices, financing, and other factors that shape
feasibility and likelihcod of development. Initial triplex and fourplex prototypes were developed working
with an architect, While financial feasibility (discussed more below) was assessed using metrics typically
used by housing developers, the prospective developments and their econemic performance are largely
similar for long time property owners wishing to redevelop their property. Practical and financial
constraints for existing owners to building triplex and fourplex prototype projécts are discussed in more
detail below.

Development Scenarios, Tenure, and Neighborhoods

Century Urban analyzed both triplex and fourplex prototype scenarios to assess potentiat financial costs
and benefits for a property owner or developer, Century Urban analyzed both for-sale and rental versions
of each of the prototype scenarios and researched rents and sale pricing in different neighberhoods,
specifically Bayview, Pacific Heights, and varicus transit-served neighborhoods representing the “mid-
tier” of the housing market including West Portal, Castro, Balboa Park, and Glen Park. Each of the
scenarios assumed that a single-family home would be demolished and replaced with a new triplex or
fourplex covering a similar footprint to a prototypical single-family home but rising to three or four stories.
(Note that financiat feasibility analysis of projects adding units to an existing home without demolition,
such as might be possinle under SB 9, was examined in a previous memo.) Century Urban analyzed each
tripiex and fourplex prototype with and withouta parking space.

Defining Costs and Financiai Feasibility
In this analysis costs for developing housing are broken down into three broad categories:

s Hard costs for construction labor and materials, and
s Soft costs for architecture and engineering, financing costs, permits and fees, etc. and
» Land costs for purchasing the parcel on which a project would be built.

in addition to development costs, there are costs for selling or renting new housing such as marketing
and brokerage fees and for rental properties ongoing costs of maintenance, property taxes, and
insurance. Given that someone must be compensated for their time spent developing a project as well as
for the inherent risk associated with investing money in property development, the analysis assumesin
the case of the for-sale prototypes, a return to the property owner/ developer of 18% of hard and soft
costs and in the case of the for-rent prototypes, a target return on cost of 5.25%.

To assess financial feasibility for these prototype scenario prejects, Century Urban calculated the residual
value, the amount that a purchaser of a home or land can afford to pay for that home or land and still
have a profitable project. Residual value is caiculated by subtracting the hard and soft costs of the project
and developer return from the total net sale value of the project. If the residuat value is below the
estimated sale price for an existing single-family home then a property owner would be less financially
motivated to redevelop the property, and a developer wouid be unable to match typical offers from other
singte-family home buyers. For rental projects, the analysis assumes a target return on cost and then
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estimates the total amount a buyer could pay for a development parcel. This amount represents the
residual value for the rental versions of the prototype developments.

Project Funding and Developer Profile

For this analysis Century Urban used a simplifying assumption that a property owner/developer would be
able to borrow 65% of the project cost to build the new units. Because of the scate of these projects, loans
. could range from more than $2.1 million for a triplex development to more than $2.7 million for a
fourplex. To provide financing at these amounts for these types of projects, lenders would likely require
verified pricr development experience as well as the net worth and financial liquidity to sufficiently fund
the project and any cost overruns. Someone seeking to undertake a project of this scale would likely need
to provide approximately 35% of the project cost in equity investment that would range from over $1.1 to
nearly $1.5 million for a triplex and fourplex, respectively.

Given the costs involved in the development of a prototypical triplex or fourplex project and the relatively
high level of development exparience and financial resources needed, a professional developer would be
more tikely to consider the kinds of triplex and fourpiex projects analyzed here than the average owner of
an existing single-family home. For most existing homeowners, smaller scale projects to add housing
units to their property in ways that are more modest modifications tc existing properties, such as units
added by converting existing space in ground floors, rear additions, or rear yard structures, may be more
likely and manageable to take on,

Project Timing

Century Urban's analysis assumes entitiement, design, permits and financing, and construction of a
triplex or fourplex development can be completed within one year. This is an optimistic assumption that
may not reflect the typicat timetine and complexity of entitling and building a small multifamily project in
San Francisco.

Key Findings

Below are key findings from the financial feasibility analysis performed by Century Urban.

At Current Costs, Rental Rates, and Single-Family Prices, Financial Feasibility of Demolishing an Existing
Single-Family Home to Develop New Triplexes and Fourplexes is Challenging

in the scenarios analyzed, estimated residual vaiues for a prototype redevelopment (i.e., the amount
someone could pay for the property) fell below current single family home sate prices in all cases
analyzed. The "gap” between the residual value generated by protoiype developments and median single
family home prices in all neighborhoods analyzed was more than -$1 million. These results indicate that
it would be extremely difficult for developers to produce a financially feasible project by acquiring a
typical singla-family home at typical market price to redevelop the site into a triplex or fourplex. In other
words, single-family home buyers planning to maintain the home largely as-is and paying current prices
would typically outbid a developer hoping to build a triplex o fourplex on the same property.

The analysis is based on average or median costs, prices, and rents, and there may be circumstances
when the price of an existing home is low enough that it is feasible for a developer to acguire an existing
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single-family home and construct additional units. For example, when a home is unusually small and/ or
poorly maintained, a developer may face less competition from homebuyers who can afford single family
home prices in San Francisco where the median price is over $1.5 million.

Though all prototype projects analyzed appear financially infeasible, variations in the prototypes resulted
in marginal changes to feasibility. Cwnership prototype projects were marginally closer to feasibitity than
rental projects, projects without a parking space were marginally closer to feasibility than those with a
parking space, and fourplex projects were marginally closer to feasibility than triplexes. The best
performing of the prototypes analyzed was a for-sale, fourplex with no parking in Pacific Heights,
however, this project was still far from being feasible as measured by the residual value cormpared to
median home prices.

Low Financial Feasibility of Triplex and Fourplex Developments Makes Requiring Affordability Difficult

Some recent iocal legislative proposals to allow up to four units in areas currently restricted to fewer units
would impose affordability requirements on at least one newly added unit, targeting rents and prices to a
specificincome level relative to the Area Median Income (AMI). Studies and data indicate that there are
substantial unmet needs for housing affordable to moderate- and middle- income households,
particularly for homeownership opportunities. Unfertunately, mandating units at 100%, 110%, or 140% of
AM| appears to worsen already challenged financial feasibility. Given that prototype projects are far from
feasible when assuming market rents and sale prices, requiring additional affordability simply increases
the feasibility gap and further reduces the likelihood of new housing being built in triplexes or fourplexes.
Affordability requirements could also inadvertently encourage development or expansion of single-family
homes rather than triplexes or fourplexes by making single-family homes more financiaily appealing.
Producing units that are-affordable to middle income households, given the current market conditions,
would require significant subsidy. Additionally, since the income generated by the new units would be
fixed or reduced, it would create a burden on the project owner to repay a construction toan, potentially
even making it difficult to obtain one in the first place.

~ Hard Costs are by Far the Largest Cost of Adding Units

Construction costs, including labor and materials, are the largest component of the development costs
for adding new units, typically representing a litle more than 70% of development costs excluding land
costs, As a result, while reducing other costs such as permits, fees, transaction costs, or compensation for
a developer’s time or investment may have refatively minor impacts on feasibility, the fundamental
challenge with new project feasibility stems primarily from cost of construction relative to the vaiue
generated from rents and sale prices, Construction costs in San Francisco, which are among the world’s
highest, are therefore a significant barrier to building triplex and fourpiex projects but also represent an
area where cost reductions could make a substantiat difference to feasibility.

Financial Feasibility Is Challenging in Al Neighborhoods

Financial feasibility is challenged in all neighborhoods reviewed because high construction costs are
consistent throughout the city. Higher potential sale prices in Pacific Heights result in higher potential
residual land values, however, higher single-family home purchase prices in Pacific Heights mean
developers are still unlikely to outbid home buyers for typical properties. The financial feasibility gap in
Pacific Heights could be multiple millions relative to the median home price. Neighborhoods with high
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development costs and lower rents and sale prices, such as the Bayview show no estimated residual
value, In mid-tier neighborhoods near transit, feasibility is also challenged with residual value falling far
below median home sale prices. in some rare cases, there may be single family homes sold at prices
significantly below average in these mid-tier neighborhoods that could be closer to the residual values
estimated in this analysis, resulting in the potential for a feasible project.

Property Owners Face Significant Financial Constraints to Creating Ground-up Triplexes and Fourplexes,
but Smaller Additions to Existing Housing May be More Feasible

Existing property owners may have a variety of motivations for wanting to add housing to their properties
that are not purely financial, including the housing needs of family and friends. However, owners with
these motivations seem unlikely to take on the type of triplex and fourplex projects analyzed here. The
scale of the prototype projects that demolish an existing single-family home and build a triplex or fourplex
appears beyond the financial or technical reach of most existing single-family homeowners. The financial
feasibility challenges mean that it is also unlikely that professional developers will take on these projects
in most cases.

Previous analysis of prototype projects-potentially allowed under SB 9 show that projects that do not
demolish an existing home may be more financially feasible than those that do, though feasibility is still
challenging in large part due to high construction costs. The analysis of SB 9 prototype projects mostly
looked at scenarios that would retain an existing home, including adding a unitin the ground floor of a
home and/or adding one to two unitsin a rearyard. The lower construction costs associated with these
potential projects, aiong with avoiding the potentially costly purchase and demolition of an existing
home, make them relatively more financially feasible. Additionally, the size of the loan and equity needed
for projects of that scale are lower than for demolition and ground-up fourplex construction, making
those projects that modify or add on to existing homes possibly more within the practical reach for
homeowners or small property owners. Retaining flexibility for these types of projects could be beneficiai
policy to enable more housing to be added in ways that are more affordable and represent less dramatic
physical change to existing homes. While existing ADU legislation ailows for similar types of rental units as
were studied in relation to SB 9, allowing ownership options could expand homebuying opportunities for
more people. ‘

Conclusion and Next Steps

The analysis provided by Century Urban implies very limited financial incentive for property owners and
developers to undertake prototype triplex and fourplex projects on a site with an existing single-family
home. However, this does not rule out that some property owners may undertake projects to build
triplexes and fourplexes in the future or that development may be financially feasible in projects differing
from the average assumptions used in the prototypes. In general, changes in key factors, for éxample
construction costs, could affect project feasibility and likelihood of adding units for existing property
owners and developers alike though the size of the estimated feasibility gaps in most circumstances
imply that significant changes would be needed for more projects to become feasible. Planning will
continue to work with Century Urban on analysis of financial feasibility of fourplexes and other small
multi-family development types on parcels with existing single-family homes including potential public
policy tools to support improving feasibility and achieving greater levels of affordability.
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SMALL MULTIFAMILY ANALYSIS - CONCEPTUAL ANALYSIS

TO: City of San Francisco, Planning Department

FROM: Century | Urban

SUBJECT:  Small Multifamily Analysis - 3- and 4-Unit Prototypes - Conceptual Analysis
DATE: January 31, 2022

Summary

The City of San Francisco (the “City”) has engaged Century | Urban to conduct certain analyses
regarding potential changes to residential zoning laws allowing single-family residential
properties to be redeveloped into three- and four-plex residential properties.

Century | Urban prepared a high-level conceptual analysis of for-rent and for-sale three- and
four-plex prototype development projects. An analysis of each scenario with and without parking
was prepared for three neighborhoods, Pacific Heights, a prototype “Mid-Tier”! neighborhood,
and the Bayview. The specific scenarios and preliminary results of the analysis are summarized
in the attached Exhibit A and Exhibit B.

Analysis Qualifications

The analysis referenced in this memorandum utilizes prototypical projects that represent high-
level average or median types of projects and high-level project assumptions at the time of
analysis preparation. The prototypical projects do not correspond with any particular actual
project or actual economics. Any actual project may reflect dramatically different costs, rental
rates, sale prices, or other details driven by the circumstances of that project such as its sponsor,
history, site conditions, contractor, business plan, and/or other factors. Moreover, the criteria and
assumptions utilized in selecting and analyzing the prototypes are specific to the time the analysis
was prepared and the research was conducted and will likely change over time as sale prices,
rental rates, development costs, lender/ investor return targets, and land costs change over time
based on market conditions,

Key Assumptions

To prepare the conceptual analysis, research was conducted regarding development costs, and
rental rate and sale price comparables, among other assumptions.

! Mid-Tier neighborhoods represented by the protoiype inciude West Porlal, Glen Park, Balboa Park, 24th St. and Castra,
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This conceptual analysis includes simplifying assumptions shown in Exhibit C including
assuming similar hard costs and designs across the three prototype neighborhoods, a fully-
entitled project, and 65% loan-to-cost construction financing, as well as other assumptions. While
past sale comparable information and available comparable rental rates were researched for each
of the various size prototype units in each of the neighborhoods, the revenue and sale numbers
shown in Exhibit A and resultant feasibility gaps reflected in Exhibit B are based on averages or
weighted averages of the research data. Consequently, unless otherwise noted, the results of this
analysis reflect potential outcomes for an average project, not for any particular instance or case 2

Century | Urban estimated the residual value of each scenario by subtracting the estimated
development costs from 1) in the case of for-sale scenatios, net sales proceeds, and 2) in the rental
scenarios, projected project values based on capitalizing income with estimated return on cost
targets, The estimated residual values represent the supportable cost of land / initial home cost
at which a developer would achieve “economic feasibility” for a given development project.3
Typically, where the market value of a potential development site exceeds residual value,
proceeding with development would not be considered feasible. The difference between the
residual value and the median and minimum home prices reflected in the sales data from 2019-
2021 is shown in Exhibit B as the “feasibility gap” for each scenario.

Initial Conclusions

# The analysis concluded that the estimated residual values for the rental scenarios range
from $0 to $433,000 and the residual values for the for-sale scenarios range from $0 to
$546,000, Of all the scenarios, the highest estimated residual value was generated by a for-
sale fourplex prototype without parking.+

4 All scenarios result in a feasibility gap representing a difference between the residual
value of the projects and the sales prices of single-family homes (see Exhibit B). This
difference suggests that for a project resembling one of the prototypes, a buyer of a single-
family home who intends to use that home for occupancy would typically outbid a
developer with a plan to redevelop the site into a three- or four-plex building,

% The analysis included base case and optimistic scenarios. In the optimistic scenarios, the
rents were increased by $0.25 per square foot and sale prices were increased by $50 per
square foot over the established base case scenarios. In all cases reviewed, the estimated

residual values of the redevelopment scenarios are less than the median and minimum

2 Century | Urban notes that construction costs vary over time, that additional unit sizes are in practice driven by actual available buildable square
footage at a given property, and that reatal rates and sale costs respend to macro- and micro-econemic market conditions. Therefore, the general
conclusions noted below apply to the prototypes examined at the time of the examination, but not necessarily over a larger timescale or in specific
instances. -

? Eronomic feasibility in this memorandum is used to mean that the homeowner/deveioper would receive a return of their total investment plus an
approximately 18% profit margin on the new development cost experditure.

4 For projects which result in an infeasible residual value, the residual value in Exhibit A is shown as zero.
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prices of homes in these neighborhoods based on 2019-2021 sales data for single family
homes.

% The analysis of the Bayview neighborhood indicates that these scenarios would not
support any residual value.

4+ The analysis of the Pacific Heights neighborhood reflects the highest residual values of
the surveyed neighborhoods, with an estimated residual value as high as $546,000 for a
four-plex project without parking in an optimistic scenario. However, as the costs of
single-family homes in Pacific Heights are also the highest of the surveyed
neighborhoods, the residual values are consistently less than the median or minimum
price to purchase a home.

% As previously noted in a separate memorandum, the estimated residual values associated
with single family home properties in which additional units are added to garages and
backyards are generally higher than that of the three- and four-plex prototype
development projects. This is due to the high cost of construction and the relatively larger
amount of construction required in the demolition of a home and building of a new
residential building, as opposed to the incremental addition of new residential square
footage.
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Exhibit A

3. 4 Plex Residua

alues and Key Assumptions

Residual Values

: el T Hase Case i ST 23 Optiiniste’ 5
Type Units Parking Type Bayview Mid-Tier  Pacific Heights Bayview  Mid-Tier Pamflc Hei_g_
V1A 3 No Sale 20 $122,600 $268,000 30 $268,000 $414,000
V1C 3 Yes Sale 50 $169,000 $249,000 $0 5249,000 $390,000
V1A 3 No Rental 50 $2,000 $168,000 $0 $168,000 $335,000
¥ 1C 3 Yes  Rental $0 50 $120,000 $0  $120,000 $280,060
I 2A 4 No Sale $0 §168,000 $357,000 $0 $357,000 5546,000
mac 4 Yes - Sale %0 $56,000 $280,000 $0 $280,000 $463,000
T 2A 4 No Rental . 56 $3,000 $218,000 ) $0 $218,000 $433,000
I 2C 4 Yes  Rental $0 S0 $135,000 50 $135,000 $345,000

Price Assumptions

Basecae

i : : s Opmiste i |

Bayview Mid-Tier Pacific Heigths Bayview  Mid-Tier Pamﬁc Helgths
Sale Price (PSF) $800 §1,150 $1,200 5850 $1,200 51,250
Monthly Rental PS] $4.00 $5.25 $5.50 54.25 $5.50 $5.75

Single Family Home Prices

* 2019-2021 Single Fartily Honie Sales 07|

Bayvmw Mid-Tier Paciftc He|ghts
Minimum 5575,000 $535,000 %1,217,000
Median $950,600 $1,650,000 $5,350,000
Maximum . $1,625,000 $6,700,000 514,500,000

Average $990,000 $1,910,000 $6,050,000
Nofes

All financial and programumtic estinmies are preliminary in mature, for illustmbive pirposes only, and subject io dumge

All mnounts rounded fo nearest $1,000

Rent analysis with parking assimes one space rented for $300 per monty, sale analysis assumes one parking space sold for $100,000

Mid-Tier neigtborhoods include West Portal, Glen Park, Batboa Park, 246 Street ami Casiro

Two data points are yenroved from ihe single family fome sales prices in the Bayview and Mid-Tier markets which are considered to be outliers. In Padfic Heighls, cight data points are
removed representing kome sales above $15 million.

bk
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Century | -Urban &
3-4 Plex Residual Value Scen

Exhibit B

Feasibility Gap Based on 2019-2021 Median Single-Samily Home Prices

arios - Feasibility Gap

Construction : . Base Cage: sCpHmistics

Type Units Parking Type Bayview Mid-Tier  Pacific Heights . Bayview  Mid-Tier Pacific Heights
V1B 3 No Sale {51,869,000) (%1,528,000) (85,082,000y  ($1,720,000) (51,382,000) (%4,936,000)
vic 3 Yes Sale £51,843,000) {%1,541,000) ($5,101,000)  ($1,699,000) (51,401,000) (%4,960,000)
V1A 3 No Rental {$1,799,000) (%1,648,000) (85,182,000)  ($1,629,000) (51,482,000) {$5,015,000}
vic 3 Yes Rental {$1,809,000) ($1,691,000) ($5,230,000)  ($1,645,000) (%$1,530,000) ($5,070,000)
11k 2B 4 No Sale (52,128,000} (%1,482,000) $4,993,000)  (%%,935,000) (51,293,000) (54,8G4,000)
M2C 4 Yes Sale 52,169,000} ($1,554,000) (55,070,000)  (51,981,000) {($1,37C,000) (54,887,000)
Hi2B 4 No Rental (52,047,000} (51,647,000) 65,132,000y  ($1,827,000) {$1,432,000) ($4,917,000)
m2C 4 Yes Rental {%2,099,000) {$1,726,000) (65,215,000)  ($1,885,000) ($1,515,000) ($5,005,000)
Feasibility Gap Based on 2019-2021 Minimum Single-Family Home Prices

Constrdction ‘Base Case S Opliodste i
Type Units Parking Type Bayview Mid-Tier  Pacific Heights Bayview  Mid-Tier Pacific Heighls
AE:] 3 No Sale (51,494,000) ($413,000) (6949,000)  (51,720,000)  ($267,000) (5803,000)
Vic 3 Yes Sale (51,468,000) {S426,000) (5968,000)  (51,699,000) {5286,000) ($827,000)
V1A 3 No Rental ($1,424,000) {$533,000) ($1,049,000)  ($1,629,000)  ($367,000) ($882,000)
Vic 3 Yes Rental (61,434,000) {$5706,000) ($1,097,800)  ($1,645000)  ($415,000) {$937,600)
HI2B 4 No Sale (51,753,000) ($367,600) (6860,000)  (51,935,000)  ($178,000) (5671,000)
f2c 4 Yes Sale (51,794,000} (5439,000) (6937,000)  ($1,981,000)  ($255,000) ($754,000)
1 2B 4 No Rental (51,672,000 ($532,000) (5999,000)  {$1,827,000) {$317,000) (5784,000)
i 2C 4 Yes Rental ($1,724,000) {$611,000) ($1,082,000)  ($1,885,000) ($400,000) {$872,000)
Notes

Lo All financial wid progravmmatic cstivmies are prefiminary in nafeere, for Musivative purposes only, and subject to change

2, Al amounrls rounded to vearesi $1,000
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Exhibit C

34 Plex Residual Value Scenarios -

‘Prototype Sizes

Gross to Net / Efficiency 80.0% -
Net SF/Unit
3-Unit Prototype # Units Unit Type No Parking Parking
1 2-bedroom 975 825
2 3-bedroom 1,475 1,475
Total 3 3,925 3,775
Net 5F/Unit
4-Unit Proiotype # Units Unit Type No Parking Parking
1 Z-bedroom 1,025 900
3 3-bedroom 1,350 1,350
Total 4 5,075 4,950
Hard Cosis
Residential - 5500 per square foot
Parking $400 per square foot for scenarios with parking
Contingency 5% of Hard Cosis
Soft Costs
Financing 65% LTC, 1% fee, 5% rate
A&E 10% of hard cosis

Permits and Fees

Total Soft Costs (approximate)

- Revenue Assumptions

[ncludes: School Impact fee, Childcare Impact Fee, PG&E Connection Fees,
Wastewater Connect Pees, Water Capacity Fees, Other Utility Fees, Building
28% of Hard Costs

Rentat assumptions

Other Assumptions

See Exhibit A

Sale Value of Parking Space

Rental Scenario Assumptions

$100,000 per space

Qceupancy 93%

Operating Expenses not incl. property taxes $6,000 per unit/year

Capitalization Rate 4.25%

Permanent Financing Refinance construction loan amount; 4% rate, 30 year amortization
Target Return on Cost §5.25%

Sale Scenario Assumptions

For Sale Brokerage 5%

Closing Costs/ Unit $3,000

Warranty Reserve 1%

Target Profit Margin 18%

Notes:
Al finasezinl and prograsmmnlic estimmfes ore preliminary in nafure for illnstrative purposes and subject to clonge,
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Backgrbund

The San Francisco Planning Department has contracted with consultant Century Urban to analyze the financial
feasibility for property owners and/or developers of adding housing units to an existing singie-family home. As
part of this work, Century Urban has analyzed prototypes based on potential projects that may be possible
under recently enacted California Senate 8ili (SB) 9, which allows for duplexes on most parcels currently zoned
as RH-1 as well as the potential for a lot split with a duplex allowed on the resulting lots. More information on SB
9 can be found in a memo and presentation to the Planning Commission from October 21, 2021.

This summary highlights key findings and assumptions from high level financial anatyses that Century Urban
performed on development prototype projects in different neighborhoaods representative of potential scenarios
under SB 9 in San Francisco. This type of financial analysis is important to understand the potential financial
costs and benefits of smalt multifamily housing developments, the types of owners or developers likely to
undertake them, where such developments may be more likely to occur, and the barriers or challenges as well as
potential toois for future research that might support the addition of more housing.

Assumptions

In late 2021, Century Urban analyzed potential for development of small multifamily buildings on sites with
existing single-family homes, For this analysis, Century Urban reviewed prototype developments using general

DN EEES Para informacion en Espanol llarmar al Para sa impormasyon sa Tagalog tumawagsa  628.652.7350
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market assumptions for unit types, costs, rents, sale prices, financing, and other factors that shape feasibility and
likelihood of development. While financial feasibility {discussed more below) was assessed using metrics
typically used by housing develogers, the prospective developments and their economic performance are
targely similar for long time property owners wishing to add units to an existing property as for housing
developers.

Development Scenarios, Tenure, and Neighborhoods

Century Urban analyzed six develepment prototype scenarios to assess potential financial costs and benefits to
a property owner or developer of adding homes under SB 9. Century Urban analyzed both for-sale and rental
versions of each of the scenarios and researched rents and sale pricing in different neighborhoods, specifically
Bayview, Inner Richmond, and Pacific Heights. The first scenario assumes demolition of an existing single-family
home and construction of a larger home along with a small additional unit. The other five scenarios retain the
existing home and add from one to three units in the ground floor of the existing home, the yard, orin both the
ground fioor and yard. Prior to this analysis on SB 9, Century Urban, on behalf of the Controller’s office, had
conducted an initial feasibility anatysis of 3- and 4-unit redevelopments of existing single-family homes in San
Francisco. Early findings from this analysis showed much higher costs and lower financial feasibility for projects
that demolish an existing home and, for this reason, the analysis described here focuses on retention of an
existing heme with the exception of the scenario of building a large single-family home and small additional
unit. Planning will continue to work with Century Urban to analyze the financial feasibility of fourplex projects to
inform pending legislation and will release information on this analysis when complete.

Defining Costs and Financial Feasibility
in this analysis costs for devetoping housing are broken down into three broad categories:

¢ Hard costs for construction labor and materials, and
» Soft costs for architecture and engineering, financing costs, permits and fees, etc. and
¢ land costs for purchasing the parcel on which a project would be built.

In addition to development costs, there are costs for selling or renting new housing such as marketing and
brokerage fees and for rental properties ongoing costs of maintenance, property taxes, and insurance. Given that
someone must he compensated for their time spent developing a project as well as for the inherent risk
associated with investing money in property development, the analysis assumes a retumn to the property
owner/developer of 20% of hard and soft costs, a real estate industry standard.

Century Urban used two main metrics to assess financial feasibitity:

» Return on cost, the annual rate of return the owner would receive relative to the total project
development cost before debt service. The annual rate of return can be compared to other potential
investments as a way to assess whether the project is an attractive investment.,

s Residual value, the amount that a purchaser of a home or land can afford to pay for that home or land
and still have a profitable project. Residual valueis calculated by subtracting the hard and soft costs of
the project and developer profit from the total net sate value of the project. if the residual value is below
the estimated sale price for an existing single-family home then a property owner would be less
financially motivated to invest in additional units and a developer would be unabte to match typical
offers from other single-family home buyers.

F; i
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Even where projects are financially infeasible or unprofitable, homeowners may have other motivations to
construct units at their properties, including creating housing for family members or friends; lack of concern with
achieving a specific financial return; hope that, white not profitable now, the units may be more valuable or
generate positive income in the more distant future; combining needed renavation with unit additions; or a
preference for investing in their own property rather than in other potential investments,

Project Funding

For this analysis Century Urbar used a simplifying assumption that a property owner or developer would be
able to borrow 60% of the project cost to buitd the new units. The censtruction loans would range from an
estimate of more than $100,000 for a smalt ground flcor unit to $600,000 for two rear yard units to nearly §2
million to build a large single-family home with a small additional unit. This analysis has not addressed how the
toan would be secured, but it would likely require a senior lien on real property or a quatified guarantor. in
addition to the loan amount, the owner or developer would need to provide the remainder of the development
cost likely through their own equity. The equity needed for the prototypes ranged from $76,000 for a small
garage unit to $416,000 for the two rear yard units to $1.3 million for the large single-family home with smal
additional unit, An existing home could be used as an equity source, however, this would depend on the amount

of equity available and the property owner’s ability and willingness to take on additional debt.
Key Findings

Below are key findings from the financial feasibility analysis performed by Century Urban.

At Current Costs, Rental Rates, and Single-Family Prices, Financial Feasibility of Adding New Units is Challenging
In the scenarios analyzed, estimated residual values for a property on which a homeowner could add units {i.e.,

the amcunt someone could pay for the property) fell below current single family home prices in most cases. This
indicates that it would be difficult for homeowners or developers to utitize or acquire a typical single-family
home to add units at a cost that would result in a financially feasible project. In other words, single-family home
buyers paying current prices for most homes would typically outbid a developer for the same property. For
prototype scenarios in which a current hemeowner planned to add units, remain in the property, and collect
rental income, neither the projected investment returns nor the amount of annual cash flow is projected to be
compelling compared to other potential investments.

The analysis is based on average or median costs, prices, and rents, and there may be circumstances when the
price of an existing home is low enough that it is feasible for a developer to acquire an existing single-family
home and construct additional units. For example, when a home is unusually small and/ or poerly maintained, a
developer may face less competition from homebuyers who can afford single family home prices in San
Francisco where the median price is over $1.5 million,

Hard Costs are by Far the Largest Cost of Adding Units

Construction costs, including labor and materials, are the largest component of the development costs for
adding new units, typically representing 70-80% of development costs excluding land costs. As a result, while
reducing other costs such as permits, fees, transaction costs, or compensation for a developer’s time or
investment may improve feasibility, the fundamental challenge with new project feasibility stems primarily from
cost of construction relative to the value generated from rents and sale prices. Construction costs in San

. San Franci
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Memo to Planning Commission _ 2018-016522CWP
Summary of SB 9 Financial Feasibility Analysis

Francisco, which are among the world's highest, are therefore a significant barrier to adding units to existing
homes but also represent an area where cost reductions could make a substantial difference to feasibility.

For-sale Projects Are Stronger Than Rental Projects
Given similar construction costs, the for-sale scenarios resulted in higher residual land values or greater

feasibility than the rental versions. In addition, the annuat cash flow after debt service for the majority of the
rentat scenarios ranged from almost no income to less than $1,000 per month. Only in the highest rent areas
studied such as Pacific Heights was estimated rental income after debt service likely to be more than a few
thousand dollars per month for projects adding three units. This rental income would only be generated after
investing tens if not hundreds of thousands of dollars, as discussed above, and at least a year in develoging the
project, limiting the financial appeal of adding rental units, :

Financial Feasibility Does Not Change Significantly by Neighborhood
Financial feasibility is not substantially different in any of the neighborhoods reviewed. Pacific Heights, with

higher rents and sale prices, also had high single-family home purchase prices, a barrier to adding units. Though
neighborhoods like Bayview may have lower home prices, they may atso have iower sales prices and rents while
construction costs do not vary meaningfully by location and create a barrier to adding units in these -
neighborhoods. The scenario where an existing home is demolished and replaced with a larger home with a
small additional unit seems to be possible only in the highest priced neighborhoods like Pacific Heights. Adding
units to sell may be financially feasible in a minority of cases in mid-price areas like the Inner Richmond. In lower
priced areas like the Bayview, adding a small ground floor unit to sell may be feasible in some cases but most
other scenarios seem less likely.

Property Owners Face Financia! Barriers but May Have Different Goals than Developers

Homeowners wanting to add units to their home may be intimidated by risk, lengthy timelines, high costs, and
limited financial returns relative to the value of the existing hcme and relative to other potential investments, On
the other hand; property owners may be motivated by other factors including the housing needs of family and
friends and some may have the interest, time, and training to build additional units themselves, The City can
explore additional tools and incentives to lower costs for property owners who wish to add housing units to their
properties.

Conclusion and Next Steps

The analysis provided by Century Urban implies limited financial incentive for property owners and developers
to undertake prototype projects using S8 9, however, does not rule out that some property owners may
undertake projects to add housing using SB 9 in the future or that development may be financially feasible in
projects differing from the average assumptions used in the prototypes. In general, changes in key factors, for
example construction costs, could affect project feasibility and likelihood of adding units for existing property
owners and developers alike. Planning will continue to work with Century Urban on analysis of financial
feasibility of small muiti-family (e.g. fourplex} developments on existing single family home parcels and will
publish findings from this analysis in the near future t¢ inform proposed legislation and locat poticy.

See Attached Small Multifamily Analysis From Century | Urban focused on SB 9 Prototypes.
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CENTURY|URBAN

SMALL MULTIFAMILY - CONCEPTUAL ANALYSIS

TO: City of San Francisco, Planning Department
FROM: Century | Urban

SUBJECT:  Small Multifamily - Conceptual Analysis
DATEL: December 14, 2021
Summary

The City of San Francisco, Planning Department (the “City”) has engaged Century | Urban to
conduct certain analyses regarding potential new residential development that may result from
the passage of California Senate Bill 9. Specifically, the City has requested analysis of the
following scenarios: 1) redevelopment of a single family home into a larger prototype home with
an additional unit (Scenario 1), or 2) the development of up to three additional units on a lot with
an existing single family prototype home (Scenarios 2-6).

Century | Urban prepared a high-level conceptual analysis, including six scenarios identified by
the City. Each scenatio included both for-sale and for-rent versions, and each scenario was
applied to three neighborhoods, Pacific Heights, the Inmer Richmond, and the Bayview. The
specific scenarios and preliminary resuits of the analysis are summarized in the attached Exhibit
A.

Analysis Qualifications

The analysis referenced in this memorandum utilizes prototypical projects that represent high-
level average or median project assumptions observed in the market at the time of analysis
preparation. The prototypical projects do not correspond with any particular actual project or
actual economics. Any actual project may reflect dramatically different costs, rental rates, sale
prices, or other details and by contrast to the prototype is driven by the particular circumstances
of that project including its sponsor, history, site conditions, contractor, business plan, and/or
other factors. Moreover, the criteria and assumptions utilized in selecting and analyzing the
prototype assumptions are specific to the time the analysis was prepared and the research was
conducted, and any such assumptions will likely change over time as sale prices, rental rates,
development costs, lender/investor return targets, and land costs change over time based on
market conditions.

Key Assumptions
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For the analysis, Century | Urban utilized lot and unit sizes provided by the City and
assumptions shown in the attached Exhibit B. To prepare the analysis, Century | Urban
researched rental rate and sale comparable information for the three neighborhoods.

This conceptual analysis includes several simplifying assumptions including assuming similar
hard costs and designs across the three neighborhoods, 60% loan-to-cost construction financing
for the projects, sale of additional units as separate condominium units, as well as other
assumptions. In addition, while 12 months of past sale comparable information and available
comparable rental rates were utilized for each of the various size prototype units in each of the
neighborhoods, the amounts shown in Exhibit A are based on averages or weighted averages of
the research data. Ccmséquently, unless otherwise noted, the results of this analysis reflect
potential oulcomes for an average unit or home, not for any particular instance or case,!

Century | Urban calculated the fesidual value of each scenario by subtracting the estimated
development costs from the projected net sales value of the completed development projects. The
residual value represents the maximum cost of land / initial home cost at which a
homeowner/developer would achieve “economic feasibility” for the development project?
Typically, where the market value of land exceeds residual value, proceeding with development
would not be considered feasible.

High Level Conclusions
% Projected equity capital requirements based on the 60% loan-to-cost assumption for the
six prototype scenarios are shown in Exhibit A. The required equity capital contribution
amounts may exceed the available funds or home equity of many homeowners, which
‘may affect a homeownet’s ability to pursue new development or redevelopment.

% In Exhibit A, Century | Urban estimates the amount of annual net operating income for a
rental use for the six scenarios?, which suggest several potential conclusions: 1) the
amount of potential income may not be sufficient to incentivize for-profit third-parties to
develop such projects themselves or to partmer with homeowners to develop these
projects; 2) for homeowners, the projected annual income generated from the project may
not be worth the time, effort, and risk required to pursue development.

¢+ The estimated annual return on cost for renting additional units are shown in Exhibit A.
These returns indicate that while higher returns may be generated in higher rent

! Century | Urban netes that construction costs vary over titre, additional unit sizes are in practice driven by actual available buildable square footage
at a properly, and rental rates and sale cosls respond to macre- and micro-economic market cotiditions. Therefore, the general conclissions noted below
apply to the prolotypes examined at the time of the examination, but nol necessarily over a larger {imescale or in specific instances,

2 Economic feasibility in this memorandum is used to mean that upon sale, the homeowner/developer would receive a return of their total invesiment
plus a 20% profit on the new development cost expenditure. The 20% amounl is assumed to compensale {or homeowner for the significant time and
capital inwvested to complele a San Francisco redevelopment project.

* These amounts do not include deductions for debt service or personal taxes.
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submarkets, the returns may not be sufficiently compelling to attract third-party f01~pr0f1t
investment in these developments from traditional real estate investors.

++ For Scenario 1, of the three neighborhoods, only the residual value of the Pacific Heights
prototype home exceeds the estimated median home price for a 1,500 square foot home.*
In the Inner Richmond and Bayview scenarios, the residual value of the large prototype
home redevelopment does not exceed the estimated median home price. These results
suggest that this redevelopment prototype may not be economically feasible for.average
single-family home lots in the Inner Richmond and the Bayview but may be feasible in
Pacific Heights.

% InScenarios 2-6, where units are added to an existing single-family home, residual values
are calculated assuming either 1) for the for-sale scenarios, the sale of the units as separate
condominium units or 2) for the rental scenarios, the sale of the single-family home with
the value of up to three rental units attached.

o While the residual value of the for-sale scenarios is greater than the residual value
of the rental scenarios, the residual values of both the for-sale and for-rent
scenarios fall beneath the estimated purchase prices by a typical single-family
home buyer for a 1,500-square-foot home in the respective neighborhoods. The
difference between the two ranges from $30,000 to over $600,000.

o The difference between the estimated residual values and purchase prices again
suggests that these development prototypes may not be economically feasible.

+ Estimate based on review of last twelve months of home sates in each neighborhood:

PAGE 4
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Exhibit A

Residuat Vatues of Single Famity Additional Unil Seenarios

Nele, Amevnts are rovnded 1o eovest $1,000 ov SIG003
Scenarlo # Scenarie
4,500-square-foot home + 350-square-fool additional unit
* 1,500-square-foot home + one 350-square-foot garage addilional unit
1,500-square-feol home + one 800-square-foot yard additional unit
1,500-square-foot home + one 350-square-fooi garage additional unit + one 800-square-foo! yard additional unit
1,500-square-foot home + lwo 800-square-foot yard additional units
1,500-square-foot home + one 350-square-foot garage additional unit + two 800-square-foot yard additional units
1,500-stpaare-foot home rediced by 50 square feet for garage additionat unit ond 250 squeare feet for yard additional units {pass

& e ) BF =

Cosés and Capital Required for Homeowner / Developer

Seenario 1 2 3 4 5 [

Hard Costs $2,800,000 $130,000 §420,000 $550,000 5840,000 $970,000
Soft Costs T-U8530,000 T $60000 T $EI0.000 150,000 $200,000 240,000
Total Costs * $3,330,000 $190,000 $530,000 $70000C  S1,040000  $1,210,000
Assumed Financing T 0% 0% 0% 0% £0% 60%
Approx, Equily Required 51,332,000 576,000 $212,000 $280,000 $416,000 $4B84,000

Returns and Values for Homeowner / Developer

Pacific Heights

Seetria 1 2 3 4 5 6
Homeowner Return  Total NOI - Additional Unils NA $12,000 $33,000 44,000 $65,000 $77,000
Refitrrt on Cost - Adilid, Unils "NA 62% 8% 64% 6.3% b.4%
Debt Service on Permanent Loan ) 57,000 $18,000 $24,000 $36,000 $42,000
Cash Flow After Debt Service o $5,000 $15,000 $20,000 $29000  $35,000
Residual Vatue For Sale Scenario $2,650,000  $1,880,000  S1,740,000 51,900,000  $2,010000  $2,160,000
For Rend Scenario™ ’ NA  $1,780,000  $1610,000 $1,670,000 31,740,000 51,800,000
Historic Purchase Cost (Trailing 12 Months)** Low Median High
for 1,500 5F SFH by Avg SF $2,250,000  $2,500,000 2,750,000
Avg 2 Bedroom Price. $2,550.000
Avg 3 Bedroom I’rice $3,500,000
Inner Riclwiond
Scennrio 1 2 3 4 5 6
Homeowner Return  Total NOI - Additional Unils NA $16,000 $20,000 $31,00¢ $41,000 $51,000
Rehirn on Cost - Addit, Ui NA 54% 3.9% 4.4% 3.8% 4.2%
Debt Service on Permanent Loan $7,000 $18,000 524,000 $36,000 . 542,000
Cash Flow After Debi Service $3,000 $2,000 $7,000 $5,000 $9,000
Residual Value For Sale Scenaric $340,000  $1,600,000  $1,420,000 51,560,000 51,580,000 51,720,000
Far Renl Scenario*™ NA 1490000 51,100,000 $1,330,000 $260,000 $980,000
Historic Purchase Cost (Trailing 12 Monthsy-** Low Median High
for 1,500 SF SFH by Avg SF $1,575,000  $i,725,000 51,950,000
. Avg 2 Bedroom Price o . $1,730,000
Avg 3 Bedroom Price $2,570,000
Bayicwe
Scenaria 1 2 3 4 5 6
Homeowner Return  Tatal NOI - Additional Units NA $7,000 521,000 528,000 542,000 549,000
Rebrn on Cast - Addit, Units A 3.8% 4,0% 40% 41% 4,1%
Debt Service on Permanent Loan 57,000 $18,000 $24,000 $36,000 $42,000
Cash Flaw After Debi Service %0 $3,000 34,000 56,000 §7.000
Residual Value For Sale Scenario {61,580,000)  $1,020,000 5800,000 $520,000 $750,000 770,000
For Rent Scenario™ NA $940,000 $690,000 $640,000 $530,000 $480,000
Historic Purchase Cost {Trailing 12 Months)*** Low Median Higti
for 1,500 SF SFH by Avg SF 5975000 $1,050,000  $1,200,000
Avg 2 Bedreom Price $870,6800
Avg 3 Bedroom Price $990,000
Notes:

* Exchules safe casts finzeleling, Froerage), devehepmsnt profit, disconmy for boss of gavageperd, or candoniniums nwap insurance, whid ame factorad tnts restdual valves bebors,
* Assuntes original herme ol os oacant stgle famtly fome and addfienal units sold as rentad aparintents
't Amonnlis are gross of salvs costs, feos, and taxes.

AR finucisl and ragranmalic estirales ave prefiminary s neture for Wasteative poposes and subject to dunge
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Exhibit B

Residual Values Scenarios - Key Assumptions

Unit Sizes

Large Home Redevelopment
Garage Unit

Backyard Unit{s)

Homme Loss for Garage Unit
Home Loss for Backyard Unit(s)

4,500 square feet
350 square feet
800 square feet

50 square feet
250 square feet

Hard Costs

Max 5F Home $550 per square foot
Garage Unit $350 per square foot
Yard Unit 5500 per square foot
Soft Costs

Soft Costs as % of Hard Costs*
Garage Unit Scenario
All Cther Scenarios

Development Return

Revenue

48%
19% to  27%

20% of hard and soft costs

Gross Average Sale Prices Lowest Scenario Highest Scenario
Pacific Heights $1,219 PSF $1,599 PSF
Inner Richmond $1,025 PSF $1,09¢ PSF
Bayview $531 PSF $756 PSF

Average Rent Estimates Lowest Scenario Highest Scenario
Pacific Heights $5.15 PSF $5.27 PSF
Inner Richmond $3.47 PSF $4.85 PSF
Bayview $3.53 PSF $3.88 PSF

Lixpenses

Yacancy

General Operating Expenses
Insurance

Real Estate Taxes
Permanent Financing

Additional Unit Capitalization Rates

5% of revenue
$6,000 per unit annually
$500 per unit annuatly
Caculated based on projected total value
Assumes take-out of construction loan with no cash out, 3.75%
interest rate and 30 year amortization, no fees

Pacific Heights 3.75%
Inner Richmond 3.75%
Bayview 4.00%
Sales Costs / Value

For Sale Brokerage 5%
For Rent Brokerage 3%
Transfer Taxes Per City

Loss of Yard/Garage Discount Not currently incluced

*Soft costs as it % of lrd costs do wot itclude sale costs (markeling, brokerage), dﬁ:efopmmf profit, discount for Ioss of garagefyard, or condomininin
Wrap Msnrance, .
AR financial and programmatic estimates are preliminary in natire for illustrative purposes and subject fo change.




Rezone all the City’s RH-1 zoning districts to RH-2.

RH-1(D), RH-1(S) & RH-1 districts

San Francisco
Plannlng Board File No. 210564 & 210866



Recommendation 2;:

Increase the density exception on corner lots from four units to
SiX units.

Board File No. 210564 & 210866



Recommendation 3:

Adopt a local alternative to SB 9.

Two possible tracks for projects that meet the City’s housing
goals. Both tracks grant:

Reduction of rear yard requirement with four units;
Exempt from 311 notice and 317;
Subject to objective design standards; and

Lot split allowed on corner lots.

The “owner occupied” path additionally grants:
Ability to bypass condo restrictions; and

Historic Evaluation fee waiver.



Explore establishing a fee on single-family homes
= | = larger than 4,000 sq. ft.

@ Increase funding to supportive housing programs.

San l'-'ranclsco
P Board File No. 210564 & 210866



Recommendation 6:

Amend the proposed Ordinances to comply with Senate Bill
10’s technical requirements.

Board File No. 210564 & 210866



Recommendation 7:

\g
/\/ Pursue the adoption of objective residential
ﬂ design standards.

Recommendation 8:

/\ Recommend amendments to the Subdivision
ﬁ Code for projects that meet certain
requirements, to apply to form condos via new

construction pathway, even for existing units
being retained.
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OPTION A OPTION B

Board File No. 210564 & 210866




Height & Bulk
Limits
Front Setback

Rear Yard

Side Yard

Front Setback
Landscaping
Usable Open
Space
Minimum per
Dwelling Unit

Current Building Standards

RH-1(D)

RH-1

RH-1(S)

35ft high for 100% residential buildings, 40ft high for
buildings with non-residential uses

RH-2

40ft high

RH-3

40ft high

Required. Based on average of adjacent properties or if subject property has a Legislated Setback.
When front setback is based on adjacent properties, in no case shall the required setback be

greater than 15ft

30% of lot depth, but in no case less than 15ft

45% of lot depth or average of
adjacent neighbors. If averaged, no
less than 25% or 15ft, whichever is

greater

Required for lots
wider than 28ft.

Not required

Required. At least 50% of Front Setback shall be permeable to increase storm water infiltration and
20% of Front Setback shall be unpaved and devoted to plant material

300 sqft if private, 400 sqgft if
common

300sqgft for the
1st unit and
100sqgft for the
minor 2nd unit if
private, and
400sgft for the
1st unit and
133sqgft for the
2nd unit if
common

125sqft if private,
and 166sqgft if
common

100sqgft if private,
and 133sqgft if
common

Board File No. 210564 & 210866




SB9 versus Local Alternative

Requirements

Proposal

Where it Applies

Lot Split No Lot Split
RH-1, RH-1(D), & RH-1(S)

Proposed Local Alternative

Non-Owner Occupied

Owner Occupied or Owned
by Nonprofit

All RH Districts

Maximum Density

2 units on each new lot
+ ADUs if allowed by
local Ordinance

2 units + ADUs

4 units on Interior Lots, 6 on Corner Lots

Minimum Lot Size

no minimum lotsize
required

1,200 sq ft for each new
lot (2,400 sq ft total)

Lot split allowed on cornerlots with minimum lotsize of 1,200 sq.
ft. no variances required for existing building w/ minimum 4 ft
setback from new property line

Owner "Intent to No owner occupancy

Owner Occupan o "Intent to O "3

% R Occupy" 3years postlot! requirement pre/post No A ;s::an:trucstl:zz* AR

Requirement splitapproval project 3
-No building standards are allowed that would
Required Rear| prevent two, 800sqgft units per parcel 30% 30% if project results in 4 units,
Yard Setback| -4ftrearyard setback can be required by local otherwise underlying zoning.
Ordinance
5 UI.'Ilt None 2nd unit must be atleast 50% of 1st unit size
Proportionality

Increase Density

An SB 9 development mustinclude 2 units per
lot

Must resultin atleast 4 units

Must add atleast 1 new unit

Eligibility

-Has not been tenant occupied foratleast 3
years priorto filing the application (could be
owner occupied orwvacant)

-Will notdemolish a rent-controlled unit, or a
unitwith an Ellis Act eviction within the last 15
years
-ls nota Historic Resource under Article 10 or
in a Historic District

*Has not been tenant
occupied foratleast 3 years
priorto filing the application

*Will not demolish a rent-
controlled unit, or a unit with
fan Ellis Act eviction within the

last 15 years
oK not an A building or
Historic Resource under
Article 10, etc.

*Has been owner occupied forat
least 3 years prior to filing the
application (not allowed to be

vacant)*
eBwnersigns affidavit stating intent
to occupy forat least 3 years post
construction*

«®Will notdemolish a rent-controlled
unit, ora unit with an Ellis Act
eviction within the last 15 years.
*E notan Abuilding or Historic
Resource under Article 10, etc.

Board File No.

10564 & 210866



SB9 versus Local Alternative

. snosed Local Alterna 5
DDOSE L e ' 1 0 L .
0 [ B 0 0 L] @ nieg 0 0 Oro
Where it Applies RH-1, RH-1(D), & RH-1(S) All RH Districts
Subject to 317 No No
Subject to 311 No No

Residential Design

I Objective Standards Only
Guidelines

Objective Standards Only

CEQA Review No

Yes

Fee Waiver for,
Historic Evaluation

No

No

Yes

Condo Conversion|

Depends on the project
Process

Condominiums may be formed
as part of new construction,
however, owners of non-
owner occupied units would
remain ineligible to apply for
condominium conversion of
non-owner occupied units
under a new provision of the
Subdivision Code enacted
underthis ordinance

Owner may apply to form condos via
new construction pathway, even for
existing units being retained (would
require a new provision of the
Subdivision Code enacted under this
Ordinance )

Planning Code processes (311, 317, RDG's, etc.) apply.

distributed to the Down Payment Assistance Fund.
*Not required if owned by a non-profit

ALL OTHER PROJECTS in ANY RH DISTRICT: Up to 2 units allowed plus ADU's for all projects as of right, with up to 4 units on interior lots allowed
and 6 units on corner lots allowed for projects notalso seeking a density bonus. 30% rear yard allowed if building atleast 4 units. Regular

A fee would be charged for projects in RH districts proposing new construction of a single-family home, or expansion of an existing single-family
|home that would resultin a unit 4,000sqft or more. The amount of the fee should be based on both nexus and feasibility studies and should be

Board File No. 210564 & 210866




Local Alternative

Requirements

Proposed Local Alternative

‘Owner Occupied or
Non-Owner Occupied Owned by Nonprofit
Where it Applies All RH Districts
Maximum Density 4 units on Interior Lots, 6 on Corner Lots

Minimum Lot Size

Lot split allowed on corner lots with minimum lot size of
1,200 sq. ft. no variances required for existing building w/
minimum 4 ft setback from new property line
Maximum 6 units across the two lots

Owner Occupancy Requirement

No

Owner "Intent to Occupy" 3
years post construction®

Increase Density

Must result in at least 4

Must add at least 1 new

units unit
30% if project results in 4
Required Rear Yard Setback 30% units, otherwise underlying

zoning.

Unit Proportionality

2nd unit must be at least 50% of 1st unit size

Eligibility

Has not been tenant
occupied for at least 3
years prior to filing the
application

Will not demolish a
rent-controlled unit, or
a unit with an Ellis Act
eviction within the last
15 years

Is not an A building or
Historic Resource under
Article 10, etc.

¢ Has been owner
occupied for at least 3
years prior to filing the
application (not allowed
to be vacant)*

¢ Owner signs affidavit
stating intent to occupy
for at least 3 years post
construction*

Will not demolish a
rent-controlled unit, or
a unit with an Ellis Act
eviction within the last
15 years.

* Is not an A building or
Historic Resource under
Article 10, etc.

Board File No. 210564 & 210866



Local Alternative

] L JCCcup ] L e [ BIre
Where it Applies All RH Districts
Subject to 317 No
Subject to 311 No
Residential Design Guidelines Objective Standards Only
CEQA Review Yes
Fee Waiver for Historic Evaluation No Yes

Condo Conversion Process

Condominiums may be
formed as part of new
construction, however,
owners of non-owner
occupied units would
remain ineligible to apply
for condominium
conversion of non-owner
occupied units under a new
provision of the Subdivision
Code enacted under this
ordinance

Owner may apply to form
condos via new
construction pathway, even
for existing units being
retained. (would require a
new provision of the
Subdivision Code enacted
under this Ordinance)

ALL OTHER PROJECTS in ANY RH DISTRICT: Up to 2-3 units (depending on zoning district) allowed plus
ADUs for all projects as of right, with up to 4 units on interior lots allowed and 6 units on corner lots

allowed for projects not also seeking a density bonus. 30% rear yard allowed if building at least 4 units.
Regular Planning Code processes (311, 317, RDG's, etc.) apply.

*Not required if owned by a non-profit

Board File No. 210564 & 210866




SB 9 & Sup. Mandelman

Where it Applies|

RH-1, RH-1(D), & RH-1(S)

RH-1, RH-1(D), & RH-1(S), RH-2, & RH-3

Maximum Density

2 units on each new
lot + ADUs if allowed
by local Ordinance

2 units + ADUs

4 units + ADU'S

1,200 sq ft for each . X
no minimum lot size
Minimum Lot Size] new lot (2,400 sq ft R Standard
total) required

Owner Occupancy
Requirement|

Owner "Intent to No owner occupancy
Occupy" 3 years post |requirement pre/post
lot split approval project

No owner occupancy requirement pre/post
project

-No building standards are allowed that

Required Rear Yard| would prevent two, 800sqft units per parcel .
RH-3 Buil 4
Setback| -4ft rearyard setback can be required by 3Bullding Standards (43% tearyard)
local Ordinance
Unit Proportionality None ] None None
An SB9devel t include 2 uni
Increase Density NpBAgava opmentlmtus neluge Sunis Must be more than base allowable density
perlo

-Has not been tenant occupied for at least 3
years prior to filing the application (could be
owner occupied or vacant)

-Will not demolish a rent-controlled unit, or

May not also seek or receive a density

Rligibaiey a unit with an Ellis Act eviction within the bonus under Sec. 206.5 or 206.6
last 15 years
-Is not a Historic Resource under Article 10
orin a Historic District
Subject to 317 No Yes
Subject to 311 No Yes
Kb aichuiii sl itha sign Objective RD Standards only Residential Design Guidelines
Guidelines
CEQA Review| No Yes
Fee Waiver for Historic
No No
Evaluation|
Condo Conversion Depends on the Depends on the Subject to condo conversion process for
Program project project proposals retaining an existing unit(s)

le No. 210564 & 210866



Sup. Mar & Sup. Safai

The Way It Would Be:

BF# 211202 (Mar) BF# 211234 (Safai)

Zoning All RH Districts RH-1, RH-1(D), RH-2, & RH-3
Districts
Density 4 units per lot (not including 4 units per lot (inclusive of ADU’s)
Exception ADU’)
Eligible All Must be within 1 mile of a major transit stop?®
Lots Total of 121,429 parcels 2,500 sqgft
Total of 79,850 parcels (See Exhibit C for map)
Eligible Is not receiving another Will result in at least 3 dwelling units
Projects density bonus Is not receiving another density bonus
Each unit over base density Any units proposed for demolition must be replaced
must have at least 2 Must be proposing new construction or additions to
bedrooms, and; existing structures
Each unit over base density Must be 100% residential
must be rent controlled, and; Must include at least 1 affordable unit:
*  All units over base density o Rental @ 110% AMI max, or Owner @ 140% AM|
must be affordable at 100% max, and;
AMI for both rental and owner o At least 2 units contain 1 or more bedrooms, and;
o Subject to rent control
No unit smaller than min. size set by CA TCAC
Additional RH-3 building standards apply Rear yard reduction to ho more than 25% or 15 ft
Exceptions (whichever is greater)*
for Eligible Exposure reduction to no less than 25ft in each direction*
Projects RM-1 open space standards apply

Priority Processing (180 days)*

No Neighborhood Notice (311 Notice)

No Discretionary Review

Minor alleviations from Residential Design Guideline
massing standards at discretion of Planning Director

Up to 15% additional alleviations from open space, rear

yard, and exposure at discretion of Planning Rireetorios64 2 210

866

"With additional restrictions/conditions
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From: Thomas Schuttish

To: Major. Erica (BOS)

Subject: LUT Hearing on April 11, 2022 Board File Nos. 210866 and 211202
Date: Sunday, April 10, 2022 5:23:17 PM

Attachments: Screen Shot 2022-04-10 at 4.42.22 PM.png

This message is from outside the City email system. Do not open links or attachments from untrusted sources.

Our Broken Economy, in One Simple Chart

By DAVID LEONHARDT
AUG. 7, 2017
INCOME GROWTH
Over previous 34 years
But now, the very affluent
(the 99.999th percentile) —
see the largest income growth.
The poor and middle
class used to see the
largest income growth.
In 2014
1 percentile
Lower Income INCOME PERCENTILE Higher Income

Dear Ms. Major:

Please forward this to the Supervisors. Thank you and take care.

Here are my comments for the hearing on Items 5 and 6 for Monday afternoon’ s hearing:
Dear Supervisor Melgar, Supervisor Preston and Supervisor Peskin:

The screenshot of the graph above speaks for itself.

Everyone knows the reality of what the graph illustrates.

Theincome inequality is even more extreme in San Francisco due to the incredible cost of housing which isduein
large measure to speculation.

The “Housing Our Workers' report detailed this.

And the attached chart is from August 2017 which is prior to the Pandemic.

The two Ordinances before the Committee take two different approaches to solve the housing problem.

Even if either Ordinance moves forward to the full Board and is approved, the Planning Department still plansto
undertake amgjor rezoning effort within the next three years. This rezoning could have implications for the
implementation of either Ordinance.

Please move both measures to the Full Board so, there can be a complete and thorough discussion of both Ordinances,


mailto:schuttishtr@sbcglobal.net
mailto:erica.major@sfgov.org

Our Broken Economy, in One Simple Chart

By DAVID LEONHARDT
AUG. 7, 2017
INCOME GROWTH
Over previous 34 years
But now, the very affluent
(the 99.999th percentile) —
see the largest income growth.
The poor and middle
1% class l‘}sed to see the 99.99th percentile
largest income growth.

99th percentile

5th percentile 99th percentile

< Lower Income INCOME PERCENTILE Higher Income >




aswell as the Rezoning Program proposed in the Housing Element at attachment E.
Thank you.

Sincerely,

Georgia Schuttish



From: MARY MCFADDEN

To: Major, Erica (BOS)
Subject: Comment for land use meeting March 7, 2021
Date: Monday, March 07, 2022 10:11:03 AM

This message is from outside the City email system. Do not open links or attachments from untrusted
sources.

To the committee:
Eliminating single family housing will do nothing good and will do harm.

Building more and destroying homes will not create more affordable housing any
more than adding freeways has eased traffic. This is because quantity has nothing to
do with pricing and because the more you have, the more people use it.

Supply & demand is not an consumer economic theory; it is Ronald Reagan's
simplistic explanation of capitalism. Even if it were real, it would be invalid given that
the influx of highly compensated people is fueled by the many billions in tax breaks
and subsidies the city and state have given to companies importing those workers,
and to the real estate developers and speculators that cater to them.

Home prices in San Francisco increased 217% between 2010 and 2020. The
population has not doubled, so it is not demand. What has more than doubled is the
wealth gap. That economic distance between laborers - teachers and plumbers - and
tech and finance employees has deepened and broadened so much that those willing
to offer twice the market price are setting a new exorbitant baseline. With tech
workers making salaries plus stock options that give them income five to twenty times
what teachers make, there is no housing policy that can bridge that distance.

In Noe Valley a shell of a house was listed at $900K but sold for $2m. That means
that after another $1m in remodeling, it will be a $3m to $4m house or, more likely,
two $4m units. This sets the comparable price of all homes in the area at $4m.
Anyone who came to San Francisco after 2000 is the problem they're complaining
about.

Affordability is not related to quantity, but to income levels.

All our policies to provide homes inevitable create a perpetual underclass. Because
the home must be sold back into the affordability pool at a very, very small increase
(3% over purchase price compared to the 13% rise in market rate housing) affordable
home buyers lose equity and economic standing. They may be able to buy up within
the affordability pool, but there are many restrictions in size, the quality of the housing
is usually poor, and the locations are often dangerous, sometimes due to toxic waste
or simply poor workmanship or to the neighborhood. Affordable homes cannot be
inherited by children, so there is no generational wealth, no long term financial
security. People slide down rather than rise up.


mailto:marycmcf@comcast.net
mailto:erica.major@sfgov.org

Density works to a point, then it becomes environmentally damaging.

San Francisco is now the 5th hottest heat island in the United States. Density, the
thing advocates claim as ecologically beneficial, is doing damage, is raising global
temperatures. High rises and huge homes create 4X the radiant heat surfaces that
single family homes do. No amount of roof gardening will relieve the heating effects of
multi-story walls and windows.

The loss of open space has not just been parks and streetscapes, but backyards.
NASA reports that the 3*F rise in Bay Area temperatures and the loss of water in the
aquifer over the last twenty years is directly related to the loss of backyards which
were the largest green space in urban areas. There is no water in California, and
there will be less.

Adding people and buildings, both commercial and residential, will only make things
worse. Any prospects for desalinization or other "solutions" require lots of power and
all create vast amounts of toxic waste. In the case of desalinization, twice as much
toxic waste as potable water and power requirements equal to the yearly output of a
nuclear reactor.

Ultimately we cannot build out way out of a problem created by tax policy.

I'm willing to be that few on this committee know that Apple, a company worth $700
billion, is given sales taxes from Santa Clara County or that Fresno city budget gave
Amazon $30 million and line item and final approval over the city budget and an
official advisory role in the mayor's office. Policies like eliminating single family homes
cater to those who are creating the problem they're complaining about. Removing
single family homes will allow the destruction of history for huge profit by real estate
speculators and developers, but little social gain.

Perpetual growth is unfeasible and deadly. All our housing and tax policies support
those industries and those people who should be supporting society by participating
in morally just and socially reinforcing policy. The only things that grow without
restriction are cancer and kudzu; both kill their hosts. Creating zoning that
undermines community is fertilizing predatory businesses.

Mary McFadden
San Francisco, CA



From: Thomas Schuttish

To: Major. Erica (BOS)

Ce: Jennifer Fieber; Smeallie. Kyle (BOS); Hepner, Lee (BOS); Bintliff. Jacob (BOS); Lovett, Li (BOS); Jones, Ernest (BOS); Haneystaff (B0S)
Subject: LUT Hearing on March 7, 20220 Items no 4, 5 and 6 Board Files No.210866; 211234; 211202

Date: Sunday, March 6, 2022 11:27:48 PM

211 Plans - 23 24th Ave ndf ndf
IMG_ 8932, PNG
March 6. Chron R.F. ad.ndf

This message is from outside the City email system. Do not open links or attachments from untrusted sources.

Dear Ms. Mgjor:
Good morning.
There are three attachments with this email as part of comments on all three of the pr rdin: n the A for the LUT on Mon March 7, 2022.

The three Ordinances that are before the LUT seem to want to deal not only with the “housing crisis” but are also alocal response to SB-9 which went into affect on January 1, 2022. As of last week
there were ten applications using SB-9/SB-330 according to the Planning Department.

Al three proposed Ordinances are well intentioned, most particularly Supervisor Mar’s Ordinance, because this Ordinance confronts the housing affordability issue, which isreally what the “crisis"
isabout.

However in the past, the City has failed to use the tool it already has to preserve existing housing which is more relatively affordable housing, and perhaps even increase the existing housing stock.
The Planning Staff has declared my neighborhood, Noe Valley, “the epicenter of de facto Demoalition”. An epicenter reverberates out. Theincreasein price for both rental and “for sale" housing in
the past decade since the Great Recession, which is cited in the Findings for two of the proposed Ordinances, not only in Noe Valley but throughout the entire City, confirm that reverberation.

The Planning Code Section 317 Demolition Calculations are atool to be used to prevent Alteratlonsfrom becoml ng Demolltlons And Plannl ng Code Sectlon 317 (b) (2) (D) allows for the
ad]ustment of the Demo Calcsin order to preserve more of an existing structure as needed to hi on n gandp ble

housing™. That adjustment has never happened. If it had happened, more housing could have been preserved rather than belng “de facto demollshed and replaced by much more expenswe
housing that is beyond the financial reach of most San Franciscans.

Additionally the parking requirement has been eliminated from the Planning Code, yet major Alterations and other new projects in the RH neighborhoods continue to include garage space.

Whether categorized asa“housing crisis’ or an “affordable housing crisis’, it is fair to say that housing in San Francisco in the RH and RM neighborhoods has become a commodity, with
speculation running rampant and with entitlements often being sold prior to any construction.

San Francisco is stuck...for now...with SB 9.

Until the Board and the Planning Commission can better preserve existing sound housing and/or expand the amount of housing that is within the economic reach of most San Franciscans, this
upzoning of the City, whether from Sacramento or self-imposed by local decision makers, is not going to solve the “affordable housing crisis. And that is what we have: An Affordable Housing
Crisis.

The attachments below are just alittle slice of San Francisco's affordable housing crisis and are three "real world" examples:

Description of Attachments:

Attachments #1 and #2 below show a project in the Richmond District, located on a25' x 120" lot (3,000 sq.ft) zoned RM-1. It was approved as an Alteration with avertical expansion of two levels
above an existing two level house in 2016.

The photo below shows the work during construction under an Alteration Permit in October 2017. There are no published Demolition Calculations per Section 317 for this project. This
unfortunately is often the case for projects in the years following the passage of Planning Code Section 317 by the City in 2008. Y ears which coincidentally parallel the price increases since the
Great Recession as cited in the Findings for both the Mandelman/Haney Ordinance and the Mar Ordinance.

The attached 311 Plans for this project, show that there were likely two units existing on the site, as there are two kitchens noted on Sheet 2. However, looking at the Google Earth photo from
October 2017, it seems reasonable to say that it defies |ogic to think this project was an Alteration, and not a Demolition...de facto or in fact.

This Richmond District project was completed in 2020. The smallest unit (825 sq.ft) sold for $998K, afour bedroom unit (2,301sq.ft) sold for $2.290 million in 2020; and currently the third unit
(2,374 sq.ft) isfor sale asking $2.5 million. Previously prior to the start of construction, the entitlement for this project sold in June 2017 for $1.960 million according to Redfin. According to
Zillow, the June 2013 sales price prior to the City bestowing the entitlement on the original house that appears to have two units....or at least two potential individual living spaces each with a
kitchen...was $997K.

Here are two questions regarding the project in Attachments #1 and #2: |sthis scenario, the sale of the entitlement with amillion dollar increase, an apparent illegal Demolition, three expensive new
units where two units could have previously existed, what the Board wants? And how likely is asimilar scenario throughout the City under the three proposed Ordinances?

Attachment #3 is from the March 6th SE Chronicle Sunday Open Homes Section, page L3. Two “open homes™ are circled, one on Fair Oaks Street and the other on 29th Street.

The property on Fair Oaks Street seems to be the type of housing (the missing middle) that the three Ordinances want to be built. It iszoned RH-3. It isfour units, three of them one bedroom
agpartments and one two bedroom apartment per the ad. Thelotisvery largeat 30’ x 117.5" (3,524 sq.ft) and is athrough lot to Quane Alley that allows for parking and good egress. (Thissizelotis
very conducive for multi-units and is not the typical RH lot.) The asking price for this four unit building is $2.440 million. Apparently all four apartments have been or currently are vacant.

The property on 29th Street is two flats and has an asking price of $2.199 million on a RH-2 zoned lot of 25' x 101.5' (2,535 sq.ft) and is stated to be “delivered vacant”.

The questions for the housing in Attachment #3 are: What will happen to these two properties once sold? How long have the Fair Oaks Street apartments been vacant? Do tenants live in the 29th
Street flats that are to be “delivered vacant"? How will the property on 29th Street be “developed” and how much will it sell for inits new version? What is the potential speculative development

value of both the Fair Oaks Street apartments and the flats on 29th Street? And finally: How will the proposed Ordinances affect the cost of this housing that is now for sale?
Sincerely,

Georgia Schuttish

Attachment #1

Attachment #2
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From: Christopher Pederson

To: Melgar, Myrna (BOS); Preston, Dean (BOS); Peskin, Aaron (BOS)

Cc: Major, Erica (BOS); MandelmanStaff, [BOS]; Mar, Gordon (BOS); Safai, Ahsha (BOS); Haney, Matt (BOS)
Subject: Land Use & Transportation Committee agenda items 4 (file # 211300), 5 (file # 211234), 6 (file # 211202)
Date: Thursday, March 3, 2022 9:25:30 PM

This message is from outside the City email system. Do not open links or attachments from untrusted sources.

Dear Chair Melgar, Vice Chair Preston, and Supervisor Peskin:

I urge the Committee to support Supervisor Mandelman’s proposed ordinance to rezone all RH-1 zoning districts as
RH-2 zoning districts, to allow four units on mid-block lots in RH-2 districts, and to allow six units on corner lots in
RH-2 districts. | urge the Committee to table Supervisor Mar’s and Supervisor Safai’s proposed ordinances that
would make additional density in RH districts contingent on various affordability requirements.

California and especially San Francisco are in the grip of a longstanding housing crisis. The entire world faces a
climate crisis, the consequences of which the IPCC reminded us all just days ago.

Supervisor Mandelman’s proposed ordinance is a necessary but modest first step in San Francisco’s efforts to
address both of those crises. The large portions of the city currently zoned as RH-1 have contributed little new
housing supply in recent decades. That failure has contributed to skyrocketing housing prices, prices that are
excluding and displacing low- and mid-income households from the city.

Given San Francisco’s mild climate, walkability, extensive public transit network, and dense concentration of jobs,
it is the most appropriate location for additional multi-family housing in the entire state. When San Francisco
restricts multi-family housing, it drives households out to other areas that are more automobile dependent and
energy intensive. That undermines the city’s oft-proclaimed determination to be a leader in addressing the climate
crisis.

Supervisor Mar’s and Supervisor Safai’s proposed ordinances might superficially appear to address the housing and
climate crises as well, but they would be ineffectual. As the Planning Commission found, the various proposed
affordability requirements make it highly unlikely that either ordinance would encourage a meaningful amount of
new housing.

Although I strongly support Supervisor Mandelman’s proposed ordinance and urge the Committee to support it, it is
only a first step. The Committee should follow up support for Supervisor Mandelman’s ordinance by pursuing
additional legislation to address the many other factors that impede the construction of new “missing middle”
housing in San Francisco’s lower density neighborhoods.

Thank you for your consideration of my comments.

Sincerely,

Christopher Pederson
District 7 resident
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From: Merlone, Audrey (CPC)
To: Major, Erica (BOS)
Cc: Bintliff, Jacob (BOS); Starr, Aaron (CPC)
Subject: FW: Introduction - substitute "fourplex™ ordinance
Date: Wednesday, February 16, 2022 3:03:02 PM
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Hi Erica,

Forwarding this thread so that you can see the history here, but I'm confirming on behalf of Aaron
that the substituted ordinance for Board File No 210866 has been determined by Planning
Department staff to not require a new hearing in front of the Planning Commission, as the
amendments included in the substituted version were formally recommended by the Commission at
their November 18, 2021 hearing.

Thanks,

Audrey

From: Starr, Aaron (CPC) <aaron.starr@sfgov.org>

Date: Wednesday, February 16, 2022 at 1:11 PM

To: Bintliff, Jacob (BOS) <jacob.bintliff@sfgov.org>, Merlone, Audrey (CPC)
<audrey.merlone@sfgov.org>

Subject: Re: Introduction - substitute "fourplex" ordinance

Will do!

Aaron Starr, MA

Manager of Legislative Affairs

San Francisco Planning

49 South Van Ness Avenue, Suite 1400, San Francisco, CA 94103
Direct: +1628-652-7533]| sfplanning.org

Email: aaron.starr@sfgov.org

Web: www.sfplanning.or

B e O & =

From: "Bintliff, Jacob (BOS)" <jacob.bintliff@sfgov.org>

Date: Wednesday, February 16, 2022 at 1:11 PM

To: Aaron Starr <aaron.starr@sfgov.org>, "Merlone, Audrey (CPC)"
<audrey.merlone@sfgov.org>
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. 49 South Van Ness Avenue, Suite 1400
Pl San Francisco San Francisco, CA 94103

annlng 628.652.7600

www.sfplanning.org

January 7, 2022

Ms. Angela Calvillo, Clerk
Honorable Supervisor Mandelman
Board of Supervisors

City and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

Re: Transmittal of Planning Department Case Number 2021-010762PCA:
Four-Unit Density Exception for Residential Districts
Board File No. 210866

Planning Commission Recommendation: Approval with Modification

Dear Ms. Calvillo and Supervisor Mandelman,

On November 18, 2021, the Planning Commission conducted a duly noticed public hearing at a regularly
scheduled meeting to consider the proposed Ordinance, introduced by Supervisor Mandelman which would
amend the Planning Code to provide a density limit exception for all lots in RH (Residential, House) zoning
districts, to permit up to four dwelling units per lot. At the hearing the Planning Commission recommended
approval with modification.

The Commission’s proposed modifications were as follows:

1. Rezone all the City’s RH-1 Zoning Districts to RH-2. Modify one of the proposed ordinances to upzone all
RH-1, RH-1(D) and RH-1(S) zoning districts to RH-2.

2. Increase the proposed Ordinances’ density exception for corner lots from four units to six units.

3. Adopt a local alternative for SB9. Adopt the following program as an alternative to SB9' to encourage
development that meets the City’s housing priorities:

P XEEFE Para informacién en Espafiol llamar al Para sa impormasyon sa Tagalog tumawagsa  628.652.7550



Transmittal Materials

2021-010762PCA

Density Exception for All Lots in RHD’s

Proposed Local Alternative

Owner Occupied or

Where it Applies

_ Non-Owner Occupied

Owned by Nonprofit

All RH Districts

Maximum Density

4 units on Interior Lots, 6 on Corner Lots

Minimum Lot Size

Lot split allowed on corner lots with minimum lot size of
1,200 sq. ft. no variances required for existing building w/
minimum 4 ft setback from new property line
Maximum 6 units across the two lots

Owner Occupancy Requirement

No

Owner "Intent to Occupy" 3

years post construction*

Increase Density

Must result in at least 4

Must add at least 1 new

units unit
30% if project results in 4
Required Rear Yard Setback 30% units, otherwise underlying

zoning.

Unit Proportionality

2nd unit must be at least 50% of 1st unit size

Requirements

San Francisco

Eligibility

Has not been tenant
occupied for at least 3
years prior to filing the
application

Will not demolish a
rent-controlled unit, or
a unit with an Ellis Act
eviction within the last
15 years

Is not an A building or
Historic Resource under
Article 10, etc.

Has been owner
occupied for at least 3
years prior to filing the
application (not allowed
to be vacant)*

Owner signs affidavit
stating intent to occupy
for at least 3 years post
construction*

Will not demolish a
rent-controlled unit, or
a unit with an Ellis Act
eviction within the last
15 years.

Is not an A building or
Historic Resource under
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Transmittal Materials

2021-010762PCA

Density Exception for All Lots in RHD’s

Article 10, etc.

Subject to 317
Subject to 311
Residential Design Guidelines Objective Standards Only
CEQA Review Yes

Fee Waiver for Historic Evaluation

No

Yes

Condo Conversion Process

Condominiums may be
formed as part of new
construction, however,
owners of non-owner
occupied units would
remain ineligible to apply
for condominium
conversion of non-owner
occupied units under a new
provision of the Subdivision
Code enacted under this
ordinance

Owner may apply to form
condos via new
construction pathway, even
for existing units being
retained. (would require a
new provision of the
Subdivision Code enacted
under this Ordinance)

*Not required if owned by a non-profit

ALL OTHER PROJECTS in ANY RH DISTRICT: Up to 2-3 units (depending on zoning district) allowed plus
ADUs for all projects as of right, with up to 4 units on interior lots allowed and 6 units on corner lots
allowed for projects not also seeking a density bonus. 30% rear yard allowed if building at least 4 units.
Regular Planning Code processes (311, 317, RDG's, etc.) apply.

4. Explore establishing a fee on single-family homes larger than 4,000 sq. ft. This proposed fee would be
assessed against project applications in RH districts that seek new construction of a single-family home
of more than 4,000 square feet, or expansion of an existing single-family home beyond 4,000 sq ft.
Consider allowances for small additions. Allocate the fee to the city’s Down Payment Assistance Loan
Program or another supportive program that assists low/moderate income earners and BIPOC

communities with home ownership or residential development in the city.

5. Increase funding to supportive housing programs. Encourage the Board of Supervisors and the Mayor’s

San Francisco
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Transmittal Materials 2021-010762PCA Density Exception for All Lots in RHD’s

Office to increase funding to supportive programs that assist low and moderate income and BIPOC
residents with buying and building homes in the city.

6. Amend the proposed Ordinances to comply with the technical requirements of Senate Bill 10. Make
non-substantive changes to qualify for SB10 as follows:

a) include a declaration that the zoning ordinance is adopted pursuant to SB 10;
b) clearly demarcate the areas that are zoned;

c) include afinding that “the increased density authorized by the ordinance is consistent with the
city or county’s obligation to affirmatively further fair housing pursuant to Government Code
Section 8899.50; and,

d) specify heights as shown on the City’s zoning maps.

7. Pursue the adoption of objective residential design standards. Direct staff to formalize objective
residential design standards and bring back before the Commission for adoption. See Exhibit F for draft
subjective design standards.

8. Recommend amendments to the Subdivision Code for projects that meet certain requirements, to
apply to form condos via new construction pathway, even for existing units being retained.

With the recommended amendments to the proposed ordinance in Board File No. 210866, the ordinance meets
the requirements of Senate Bill 10, Government Code 65913.5, and review under CEQA is not required.

Supervisor, please advise the City Attorney at your earliest convenience if you wish to incorporate the changes
recommended by the Commission.

Please find attached documents relating to the actions of the Commission. If you have any questions or require
further information, please do not hesitate to contact me.

Sincerely,

A

Aaron D. Starr
Manager of Legislative Affairs

cc: Andrea Ruiz-Esquide, Deputy City Attorney
Jacob Bintliff, Aide to Supervisor Mandelman
Erica Major, Office of the Clerk of the Board
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Attachments :
Planning Commission Resolution
Planning Department Executive Summary
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PLANNING COMMISSION RESOLUTION NO. 21031

HEARING DATE: NOVEMBER 18, 2021

Project Name: Four-Unit Density Exception for Residential Districts

Case Number: 2021-010762PCA [Board File No. 210866]

Initiated by: Supervisor Mandelman / Introduced July 27,2021

Staff Contact: Audrey Merlone, Legislative Affairs
Audrey.merlone@sfgov.org, 628-652-7534

Reviewed by: Aaron D Starr, Manager of Legislative Affairs
aaron.starr@sfgov.org, (628) 652-7533

RESOLUTION APPROVING A PROPOSED ORDINANCE THAT WOULD AMEND THE PLANNING CODE TO
PROVIDE A DENSITY LIMIT EXCEPTION TO PERMIT UP TO FOUR DWELLING UNITS PER LOT IN RH
(RESIDENTIAL, HOUSE) ZONING DISTRICTS; ADOPTING FINDINGS, INCLUDING ENVIRONMENTAL FINDINGS,
PLANNING CODE SECTION 302 FINDINGS, AND FINDINGS OF CONSISTENCY WITH THE GENERAL PLAN AND
PLANNING CODE SECTION 101.1.

WHEREAS, on July 27,2021 Supervisor Mandelman introduced a proposed Ordinance under Board of Supervisors
(hereinafter “Board”) File Number 210866, which would amend the Planning Code to provide a density limit
exception to permit up to four dwelling units per lot in RH (Residential, House) Zoning Districts;

WHEREAS, The Planning Commission (hereinafter “Commission”) conducted a duly noticed public hearing at a
regularly scheduled meeting to consider the proposed Ordinance on November 18, 2021; and,

WHEREAS, with the recommended amendments to the proposed Ordinance in Board File No. 210866, the
Ordinance meets the requirements of Senate Bill 10, Government Code 65913.5, and review under CEQA is not
required; 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
49 South Van Ness Avenue, Suite 1400, San Francisco; and

WHEREAS, the Planning Commission has reviewed the proposed Ordinance; and
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Resolution No. 21031 Case No. 2021-010762PCA
November 18,2021 Four-Unit Density Exception for Residential Districts

WHEREAS, the Planning Commission finds from the facts presented that the public necessity, convenience, and
general welfare require the proposed amendment; and

MOVED, that the Planning Commission hereby approves with modifications the proposed ordinance. The
modifications are as follows:

1. Rezone all the City’s RH-1 zoning districts to RH-2. Modify one of the proposed ordinances to upzone all
RH-1, RH-1(D) and RH-1(S) zoning districts to RH-2.

2. Increase the proposed Ordinances’ density exception for corner lots from four units to six units.

3. Adopt a local alternative for SB 9. Adopt the following program as an alternative to SB9' to encourage
development that meets the City’s housing priorities (chart continues on following page. For a chart
viewable as one page, please see Exhibit D):

Proposed Local Alternative

. Owner Occupied or
Non-Owner Occupied : Owned by Nonprofit

Where it Applies All RH Districts

Maximum Density 4 units on Interior Lots, 6 on Corner Lots

Lot split allowed on corner lots with minimum lot size of
1,200 sq. ft. no variances required for existing building w/

Mini Lot Si
inimum Lot Size minimum 4 ft setback from new property line

(7]
e
= Maximum 6 units across the two lots
£
. Owner "Intent to Occupy" 3
,9_-" Owner Occupancy Requirement No .py*
3 years post construction
()
o Must result in at least 4 Must add at least 1 new

Increase Densit . .
y units unit

30% if project results in 4

Required Rear Yard Setback 30% units, otherwise underlying
zoning.
Unit Proportionality 2nd unit must be at least 50% of 1st unit size

! For a comprehensive chart comparing SB9 to the proposed local alternative pathways, please see Exhibit E.

San Francisco
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Resolution No. 21031

Case No. 2021-010762PCA

November 18, 2021 Four-Unit Density Exception for Residential Districts
Has been owner
occupied for at least 3
years prior to filing the
Has not been tenant application (not allowed
occupied for at least 3 to be vacant)*
years prior to filing the
application Owner signs affidavit
stating intent to occupy
Will not demolish a for at least 3 years post
rent-controlled unit, or construction*
Eligibility a unit with an Ellis Act
eviction within the last Will not demolish a
15 years rent-controlled unit, or
a unit with an Ellis Act
Is not an A building or eviction within the last
Historic Resource under 15 years.
Article 10, etc.
e Isnotan A building or
Historic Resource under
Article 10, etc.
Subject to 317 No
Subject to 311 No
Residential Design Guidelines Objective Standards Only
CEQA Review Yes
Fee Waiver for Historic Evaluation No Yes
Condominiums may be
formed as part of new
construction, however, Owner may apply to form
owners of non-owner condos via new
occupied units would construction pathway, even
Condo Conversion Process remain ineligibI(.e t'o apply : for e'xisting units being
for condominium retained. (would require a
conversion of non-owner : new provision of the
occupied units under a new | Subdivision Code enacted
provision of the Subdivision ; under this Ordinance)
Code enacted under this
ordinance

ALL OTHER PROJECTS in ANY RH DISTRICT: Up to 2-3 units (depending on zoning district) allowed plus
ADUs for all projects as of right, with up to 4 units on interior lots allowed and 6 units on corner lots
allowed for projects not also seeking a density bonus. 30% rear yard allowed if building at least 4 units.
Regular Planning Code processes (311, 317, RDG's, etc.) apply.

*Not required if owned by a non-profit

4. Explore establishing a fee on single-family homes larger than 4,000 sq. ft. This proposed fee would be

PlSan Francisco
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Resolution No. 21031 Case No. 2021-010762PCA
November 18,2021 Four-Unit Density Exception for Residential Districts

assessed against project applications in RH districts that seek new construction of a single-family home
of more than 4,000 square feet, or expansion of an existing single-family home beyond 4,000sgft. Consider
allowances for small additions. Allocate the fee to the city’s Down Payment Assistance Loan Program or
another supportive program that assists low/moderate income earners and BIPOC communities with
home ownership or residential development in the city.

5. Increase funding to supportive housing programs. Encourage the Board of Supervisors and the Mayor’s
Office to increase funding to supportive programs that assist low and moderate income and BIPOC
residents with buying and building homes in the city.

6. Amend the proposed Ordinances to comply with the technical requirements of Senate Bill 10. Make non-
substantive changes to qualify for SB10 as follows:

a) include a declaration that the zoning ordinance is adopted pursuant to SB 10;
b) clearly demarcate the areas that are zoned;

c) include a finding that “the increased density authorized by the ordinance is consistent with the
city or county’s obligation to affirmatively further fair housing pursuant to Government Code
Section 8899.50; and,

d) specify heights as shown on the City’s zoning maps.

7. Pursue the adoption of objective residential design standards. Direct staff to formalize objective
residential design standards and bring back before the Commission for adoption. See Exhibit F for draft
subjective design standards.

8. Recommend amendments to the Subdivision Code for projects that meet certain requirements, to apply
to form condos via new construction pathway, even for existing units being retained.

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:

Objective 4 of the Housing Element instructs the City to “foster a housing stock that meets the needs of all residents
across all lifecycles.” The proposed Ordinance, with all staff modifications, will end a decades old exclusionary
practice that has helped segregate our city. Removing single-family zoning will also create opportunities for areas
of the city that have seen little housing production in the last several decades to add modest density, thereby
increasing housing choice for existing residents, and opening opportunities for current homeowners to build
equity through the addition of a unit(s). Objective 10 of the Housing Element instructs the City to “ensure a
streamlined, yet thorough, and transparent decision-making process”. The proposed Ordinance, with all staff
modifications, will make adding modest density to our RH districts more manageable for homeowners and
developers, through the creation of two ministerial pathways, open to projects and applicants that meet the City’s
housing priorities.

San Francisco
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Resolution No. 21031 Case No. 2021-010762PCA
November 18,2021 Four-Unit Density Exception for Residential Districts

General Plan Compliance

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

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

Policy 1.6
Consider greater flexibility in number and size of units within established building envelopes in community
based planning processes, especially if it can increase the number of affordable units in multi-family structures.

FOSTER A HOUSING STOCK THAT MEETS THE NEEDS OF ALL RESIDENTS ACROSS LIFECYCLES.

Policy 4.6
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.

ENSURE THAT ALL RESIDENTS HAVE EQUAL ACCESS TO AVAILABLE UNITS.

Policy 5.2
Increase access to housing, particularly for households who might not be aware of their housing choices.

Policy 5.4
Provide a range of unit types for all segments of need, and work to move residents between unit types as their
needs change.

The proposed Ordinance, with all staff modifications, will allow areas of the City that have been restricted to single-
family zoning for decades, to add modest density to their neighborhoods, thereby providing a larger range of housing
choices for current and future residents. These range of housing units in size, type, and affordability will assist current
residents with being able to stay within their existing community, even if their housing needs change. It will also open
opportunities for new residents to move into neighborhoods that are currently exclusionary due to the lack of housing
options for those who cannot afford to buy or rent a single-family home.

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

Policy 7.8

San Francisco
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Resolution No. 21031 Case No. 2021-010762PCA
November 18,2021 Four-Unit Density Exception for Residential Districts

Develop, promote, and improve ownership models which enable households to achieve homeownership within
their means, such as down-payment assistance, and limited equity cooperatives.

The proposed Ordinance, with all staff modifications, emphasizes the importance of coupling the densification effort
with supportive programs.

OBJECTIVE 10
ENSURE A STREAMLINED, YET THOROUGH, AND TRANSPARENT DECISION-MAKING PROCESS.

Policy 10.2
Implement planning process improvements to both reduce undue project delays and provide clear information
to support community review.

The proposed Ordinance, with all staff modifications, will promote modest density across RH districts in the City
through the addition of residential units and ADU’s. The proposed Ordinance additionally ensures that large, single-
family home construction or expansions are not approved without careful consideration through a CU authorization.

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;

The proposed Ordinance 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.

2. Thatexisting housing and neighborhood character be conserved and protected in order to preserve the
cultural and economic diversity of our neighborhoods;

The proposed Ordinance would not have a negative effect on housing or neighborhood character.
3. Thatthe City’s supply of affordable housing be preserved and enhanced,;
The proposed Ordinance would not have an adverse effect on the City’s supply of affordable housing.

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

The proposed Ordinance would not result in commuter traffic impeding MUNI transit service or
overburdening the streets or neighborhood parking.

5. 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

San Francisco
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6.

1.

8.

employment and ownership in these sectors be enhanced;

The proposed Ordinance would not cause displacement of the industrial or service sectors due to office
development, and future opportunities for resident employment or ownership in these sectors would not be
impaired.

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;

The proposed Ordinance would not have an adverse effect on the City’s parks and open space and their
access to sunlight and vistas.

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.

NOW THEREFORE BE IT RESOLVED that the Commission hereby APPROVES WITH MODIFICATIONS the proposed
Ordinance as described in this Resolution.

| hereby certify that the foregoing Resolution was adopted by the Commission at its meeting on November 18,

2021.

Jonas P lonin gy e

Jonas P. lonin
Commission Secretary

AYES: Tanner, Chan, Diamond, Fung, Imperial, Moore, Koppel
NOES: None

ABSENT: None

ADOPTED: November 18,2021

San Francisco

Planning 7



. 49 South Van Ness Avenue, Suite 1400
San Francisco San Francisco, CA 94103

628.652.7600
www.sfplanning.org

CASE REPORT
PLANNING CODE TEXT AMENDMENT

November 18, 2021

90-Day Deadline: January 19, 2022 [Board File No. 210564]
November 1, 2022 [Board File No. 210866]

Project Name: Dwelling Unit Density Exception in RHD's

Case Number: 2020-003971PCA [Board File No. 210564] &
2021-010762PCA [Board File No. 210866]

Initiated by: Supervisor Mandelman / Introduced May 24,2021 [Board File No. 210564] &
July 27,2021 [Board File No. 210866]

Staff Contact: Audrey Merlone, Legislative Affairs
Audrey.Merlone@sfgov.org, 628-652-7534

Reviewed by: Aaron Starr, Manager of Legislative Affairs

aaron.starr@sfgov.org, 628-652-7533

Recommendation: Approval with Modifications

Planning Code Amendment

The proposed Ordinances would amend the Planning Code to provide a density limit exception for solely Corner
Lots (Board File No. 210564) or all lots (Board File No. 210866) in RH (Residential, House) zoning districts, to
permit up to four dwelling units per lot.

The Way It Is Now:

1. The RIH districts are composed of five separate classes of districts, defined by the number of units permitted
in each:

RH-1(D) Districts | 1 unit max. per lot

RH-1 Districts 1 unit max. per lot or

1 unit per every 3,000sqft of lot area with a CUA, but in no case more than 3 units per lot
RH-1(S) Districts | 1 unit max. per lot, though a small second unit is allowed if it is 600sqft or less, or

1 unit per every 3,000sqft of lot area with CUA, but in no case more than 3 units per lot
RH-2 Districts 2 unit max. per lot or

1 unit per every 1,500sqft of lot area with CUA;

RH-3 Districts 3 unit max, per lot, or

1 unit per every 1,000sgft of lot area with CUA

Accessory Dwelling Units (ADU’s) may also be built in addition to the base density allowances in RHD’s.
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Executive Summary CASE NO. 2020-003971PCA &2021-010762PCA
Hearing Date: November 18,2021 Dwelling Unit Density Exception for Corner Lots in RHD's

2. Each of the four RH zoning districts has its own set of building standards.
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The Way It Would Be Under Board File No. 210564:

1. InallRHD’s, up to four units (not including any allowed ADU’s) would be allowed on corner lots, for projects
that are not also seeking to utilize a density bonus program.

2. Projects that utilize the proposed legislation’s density waiver would be subject to the building standards of
RH-3 districts.

The Way It Would Be Under Board File No. 210866:
As above, except that applicability would be expanded to all lots.

Background

Supervisor Mandelman introduced the subject Ordinances in conjunction with an ordinance (Board File No.
210116), that would amend the Planning Code to require Conditional Use Authorization for certain large
residence developments in RH zoning districts. The Planning Commission heard Board File No. 210116 on
September 23" and voted to disapprove the Ordinance.
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Board File No. 210564: Supervisor Mandelman introduced this Ordinance on May 24, 2021. The Ordinance only
proposed to grant a density exception for corner RH lots as the predicted impact was small enough to be
covered through an Addendum to the Department’s existing Housing Element. This addendum is attached as
Exhibit C.

Board File No. 210866: Supervisor Mandelman introduced this Ordinance on July 27, 2021. The Ordinance would
affect a much larger area of the city, as it would apply to all RH district lots. While it was initially thought that the
required CEQA review of this Ordinance would be incorporated into that of the 2022 Housing Element, passage
of Senate Bill 10 has made it possible for the Department to bring this Ordinance before the Commission now.

Senate Bill 9: On September 16, 2021 Governor Newsom signed Senate Bill 9, which allows duplexes and lot
splits for certain parcels in single family (RH-1) zoning. The bill becomes effective on January 1, 2022. This bill
affects the implementation of both of Supervisor Mandelman’s proposed Ordinances, when said Ordinances are
applied to single-family zoned lots.

Senate Bill 10: On September 16, 2021 Governor Newsom signed Senate Bill 10, which under certain
circumstances allows local jurisdictions to adopt rezoning ordinances that increase density up to 10 units per
parcel without CEQA review. The bill becomes effective on January 1, 2022.

Issues and Considerations

Senate Bill 9 (SB9)

Senate Bill 9 (Atkins) requires ministerial approval of a project that would (a) add one new unit to a site with one
existing unit, (b) construct two new units on a vacant site, and/or (c) subdivide an RH-1 parcel into two

parcels.! A ministerial decision involves only the use of fixed standards or objective measurements, and the City
cannot use subjective