FILE NO. 121162

LEGISLATIVE DIGEST

[Planning Code - Inclusionary Affordable Housing Program, Updates, and Clarifications]

Ordinance amending the San Francisco Planning Code, Section 401, and
provisions of the Inclusionary Affordable Housing Ordinance, Sections 415 et
seq., to update and clarify provisions of the Inclusionary Affordable Housing
Program by providing a cap on rent increases; clarifying the timing of off-site
developments; requiring rental units that convert to ownership to sell at less than
the price for ownership units under certain circumstance; establishing pricing for
affordable Single Room Occupancy units; changing the status of projects using
California Debt Limit Allocation Committee tax exempt bonds so that such
projects are subject to the Program, but that units may qualify as on or off-site
units under certain circumstances; allowing income levels of qualifying
households to exceed those specified in certain situations; authorizing the
Mayor’s Office of Housing to charge a monitoring fee to verify occupancy of
affordable units; making technical clarifications and corrections; and making
environmental findings and findings of consistency with the General Plan.

Existing Law

The Inclusionary Affordable Housing Program, Planning Code Section 415 et seq. (the
“Program”), requires that certain housing projects pay an Affordable Housing Fee or
provide a certain percentage of units constructed on-site as affordable to qualifying
households (“Below Market Rate” or “BMR” units”) or a higher percentage if constructed
off-site. The Program Procedures Manual (“Procedures Manual”) contains procedures
for monitoring and enforcement of the Program.

Amendments to Current Law

The proposed legislation makes a number of changes to the Program to update the way
that the Program is implemented. The legislation is being proposed in connection with
an update to the Procedures Manual. In addition to some technical corrections, the
proposed legislation:

e provides an explicit cap on rent increases for landlords of Below Market Rate
units where it is not clear if landlords can currently “bank” rent increases from
year to year;

¢ clarifies the timing of off-site developments by requiring that the principal project
may not get a certificate of occupancy until the required off-site units have a
certificate of occupancy;

e clarifies the process to convert a BMR rental unit to a BMR ownership unit and
requires rental units that convert to ownership to sell at less than the price for
ownership units where a current tenant qualifies for the unit and wishes to
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purchase it. These provisions modify a provision of the former Procedures
Manual that requires all units that convert to ownership to sell at a price
affordable to renters under the Program;

e establishes a pricing category for affordable SRO units where none currently
exists;

e changes the status of projects using California Debt Limit Allocation Committee
tax exempt bonds so that such projects are subject to the Program, but that units
may qualify as on- or off-site units under certain circumstances. Currently
projects that use CDLAC tax exempt bonds and meet certain criteria are exempt
from the Program;

¢ allows income levels of qualifying households to exceed those specified in
recorded use restrictions in certain situations including an updated pricing
mechanism for new BMR units; an allowance to exceed the maximum qualifying
income level for new buyers of BMR units at the initial sale by up to 20% above
the maximum income level allowed; an allowance to exceed the specified
maximum income level when a project sponsor or current owner cannot sell a
BMR ownership unit in a timely manner; and allowing the income of current BMR
renters to increase upon recertification. Currently such allowances do not exist;

e authorizes MOH to charge a monitoring fee to verify occupancy of affordable
units where that authority has not been explicit before.
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