
FILE NO. 160255 

AMENDED IN COMMITTEE 
4/25/16 

ORDINANCE NO. 76-16 

[Planning, Administrative Codes - lnclusionary Affordable Housing Fee and Requirements; 
Preparation of Economic Feasibility Report; Establishing lnclusionary Housing Technical 

1 Advisory Committee] 

2 

3 Ordinance amending the Planning and Administrative Codes to increase the 

4 lnclusionary Affordable Housing fee and other requirements; require the Controller to 

5 prepare an economic feasibility report regarding the City's inclusionary housing 

6 requirements and make recommendations by July 31, 2016 and every three years 

7 thereafter; and establish the lnclusionary Housing Technical Advisory Committee to 

8 provide advice about the economic feasibility of proposals to set maximum 

9 economically viable inclusionary housing requirements, and set forth the membership 

1 O and duties of the Advisory Committee; affirming the Planning Department's 

11 determination under the California Environmental Quality Act; making findings of 

12 public convenience, necessity, and welfare under Planning Code Section 302; and 

13 making findings of consistency with the General Plan and the eight priority policies of 

14 Planning Code Section 101.1. 

15 

16 

17 

18 

19 

20 

21 

NOTE: Unchanged Code text and uncodified text are in plain Arial font. 
Additions to Codes are in single-underline italics Times New Roman (ont. 
Deletions to Codes are in strikethrough itttlics Times }lfrw Romttn font. 
Board amendment additions are in double-underlined Arial font. 
Board amendment deletions are in strikethrough Arial font. 
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: 

22 Section 1. Findings. 

23 (a) The Planning Department has determined that the actions contemplated in this 

24 ordinance comply with the California Environmental Quality Act (California Public Resources 

25 
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1 Code Sections 21000 et seq.). Said determination is on file with the Clerk of the Board of 

2 Supervisors in File No. 160255 and is incorporated herein by reference. 

3 (b) On March 31, 2016, the Planning Commission, in Resolution No. 19603, adopted 

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

5 City's General Plan and the eight priority policies of Planning Code Section 101.1. The Board 

6 adopts these findings as its own. A copy of said Resolution is on file with the Clerk of the 

7 Board of Supervisors in File No. 160255, and is incorporated herein by reference. 

8 (c) Pursuant to Planning Code Section 302, this Board finds that this Planning Code 

9 Amendment will serve the public necessity, convenience, and welfare for the reasons set forth 

1 O in Planning Commission Resolution No. 19603 and the Board incorporates such reasons 

11 herein by reference. 

12 

13 Section 2. Findings Regarding lnclusionary Affordable Housing Requirements. 

14 (a) The amendments to Planning Code Sections 415.1, 415.3, 415.5, 415.6 and 415.7 

15 set forth in Section 3 of this ordinance will become effective only on the effective date of the 

16 Charter amendment revising Section 16.110 at the June 7, 2016 election, permitting the City 

17 I to change the inclusionary affordable housing requirements. In the event the voters do not 

18 adopt such Charter amendment, the amendments to Planning Code Sections 415.1, 415.3, 

19 415.5, 415.6 and 415. 7 set forth in Section 3 of this ordinance shall have no effect, and the 

20 City Attorney shall not cause them to be published in the Municipal Code. 

21 (b) The purpose of this ordinance is to adopt new inclusionary or affordable housing 

22 obligations following the process set forth in Section 16.11 O(g) of the proposed Charter 

23 amendment on the ballot at the June 7, 2016 election to revise the City's inclusionary 

24 affordable housing requirements. The inclusionary affordable housing obligations set forth in 

25 this ordinance will supersede and replace the interim requirements set forth in Section 
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1 16.11 O(g) of the Charter amendment, so that the interim requirements will be removed from 

2 the Charter pursuant to the requirements set forth in the Charter amendment. 

3 (c) In the event the City's updated Nexus Study in support of the lnclusionary 

4 Affordable Housing Program demonstrates that a lower affordable housing fee is lawfully 

5 applicable based on an analysis of all relevant impacts, the City may utilize the method of fee 

6 calculation supported by the Nexus Analysis in lieu of the fee requirements set forth herein. 

7 

8 Section 3. Findings About the Need for an lnclusionary Affordable Housing Program. 

9 (a) San Francisco faces a continuing shortage of affordable housing for very low and 

1 O low-income residents. The San Francisco Planning Department reported that for the five-year 

11 period between 2005 and 2009, 14,397, total new housing units were built in San Francisco. 

12 This number includes 3, 707 units for low and very low-income households out of a total need 

13 of 6,815 low and very low-income housing units for the same period. According to the state 

14 Department of Housing and Community Development, there will be a regional need for 

15 214,500 new housing units in the nine Bay Area counties from 2007 to 2014. Of that amount, 

16 over 58%, or 125,258 units, are needed for moderate/middle, low and very low-income 

17 households. The Association of Bay Area Governments (ABAG) is responsible for allocating 

18 the total regional need numbers among its member governments which includes both 

19 counties and cities. ABAG estimated that San Francisco's low and very low-income housing 

20 production need from 2007 through 2014 is 12, 124 units out of a total new housing need of 

21 31, 193 units, or 39 percent of all units built. The production of low and moderate/middle 

22 income units fell short of the ABAG goals. 

23 (b) In response to the direction from the California Legislature and the projections of 

24 housing needs for San Francisco, San Francisco has instituted several strategies for 

25 producing new affordable housing units. The Housing Element of the General Plan recognizes 
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1 the need to support affordable housing production by increasing site availability by identifying 

2 and securing opportunity sites for permanently affordable housing, by enhancing and 

3 expanding financial resources for permanent affordable housing through coordination at the 

4 regional, state, and Federal levels, and by supporting efforts to produce and manage 

5 permanently affordable housing. Further, the City, as established in the General Plan, seeks 

6 to encourage the distribution of affordable housing throughout all neighborhoods and, thereby, 

7 offer diverse housing choices to promote economic and social integration. The Housing 

8 Element calls for an increase in the production of new affordable housing for greater 

9 economic integration and for a range of housing options and opportunities Section 415.1 et 

1 O seq. furthers the goals of the State directives and the General Plan. 

11 (c) The 2015 Consolidated Plan for July 1, 2015 to June 30, 2020, issued by the 

12 Mayor's Office of Housing, establishes that extreme housing pressures face San Francisco, 

13 particularly in regard to low- and moderate/middle-income residents. Many elements constrain 

14 housing production in the City. This is especially true of affordable housing. San Francisco is 

15 largely built out, with very few large open tracts of land to develop. There is no available 

16 adjacent land to be annexed, as the cities located on San Francisco's southern border are 

17 also dense urban areas. Thus new construction of housing is limited to areas of the City not 

18 previously designated as residential areas, infill sites, or to areas with increased density. New 

19 market-rate housing absorbs a significant amount of the remaining supply of land and other 

20 resources available for development and thus limits the supply of affordable housing. 

21 There is a great need for affordable rental and owner-occupied housing in the City. 

22 Housing cost burden is one of the major standards for determining whether a locality is 

23 experiencing inadequate housing conditions, defined as households that expend 30 percent 

24 or more of gross income for rent or 35% or more of household income for owner costs. 

25 According to more recent data from the Comprehensive Housing Affordability Study (CHAS) 
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1 67.,."'015 total renter households, or 34%, were cost burdened in 2005-07. A significant number 

2 [ of owners are also cost burdened. The 2005-07 CHAS indicates that 46,985 owner 

3 households are cost burdened, or 38%. 

4 The San Francisco residential real estate market is one of the most expensive in the 

5 United States. In February 2016, the California Association of Realtors reported that the 

6 median priced home in San Francisco was $1,437,500. This price is 222% higher than the 

7 State of California median ($446,460), and 312% higher than the national average 

8 ($348,900). While the national homeownership rate is approximately 63.8%, only 

9 approximately 37% of San Franciscans own their own home. The majority of market-rate 

1 O homes for sale in San Francisco are priced out of the reach of low and moderate income 

11 households. In 2015, the average rent was $3,524, which is affordable to households earning 

12 over $126,864. 

13 These factors contribute to a heavy demand for affordable housing in the City that the 

14 private market cannot meet. For many years, the number of market rate units that are 

15 affordable to low income households has been reduced by rising market rate rents and sales 

16 prices. The number of households benefiting from rental assistance programs is far below the 

17 need established by the 2000 Census. Because the shortage of affordable housing in the City 

18 can be expected to continue for many years, it is necessary to maintain the affordability of the 

19 housing units constructed by housing developers under this Program. The Housing Element 

20 of the General Plan recognizes this need, and one of its primary objectives is to protect the 

21 affordability of the existing housing stock. The Housing Element also sets the goal of securing 

22 funding and permanent resources for permanently affordable housing, including innovative 

23 programs that are not solely reliant on traditional mechanisms or capital, including the 

24 production of affordable housing through process and zoning accommodations and support 

25 for moderate/middle income housing. 
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1 In 2004 the National Housing Conference issued a survey entitled "lnclusionary 

2 Zoning: The California Experience." The survey found that as of March 2003, there were 107 

3 cities and counties using inclusionary housing in California, one-fifth of all localities in the 

4 State. Overall, the inclusionary requirements were generating large numbers of affordable 

5 units. Only six percent of jurisdictions reported voluntary programs, and the voluntary nature 

6 appears to compromise the local ability to guarantee affordable housing production. While 

7 there was a wide range in the affordability percentage-requirements for inclusionary housing, 

8 approximately half of all jurisdictions require at least 15% to be affordable, and one-quarter 

9 require 20% or more to be affordable. 

10 (d) Development of new market-rate housing makes it possible for new residents to 

11 move to the City. These new residents place demands on services provided by both public 

12 and private sectors. Some of the public and private sector employees needed to meet the 

13 needs of the new residents earn incomes only adequate to pay for affordable housing. 

14 Because affordable housing is in short supply within the City, such employees may be forced 

15 to live in less than adequate housing within the City, pay a disproportionate share of their 

16 incomes to live in adequate housing within the City, or commute ever-increasing distances to 

17 their jobs from housing located outside the City. These circumstances harm the City's ability 

18 to attain goals articulated in the City's General Plan and place strains on the City's ability to 

19 accept and service new market-rate housing development. 

20 ( e) The payment of an Affordable Housing Fee by developers of market rate housing 

21 is justified for the reasons stated herein and has identifiable benefits to the City. Because it is 

22 not financially feasible in most circumstances to develop new housing affordable to very-low, 
I 

23 low, median and moderate/middle-income households, the City and County provide direct 

24 housing investments to developers to enable the creation of affordable housing. The 

25 Affordable Housing Fee will be used to help subsidize these development costs and provide 
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1 administrative support for these programs and other affordable housing development activities 

2 administered by the City and County. Without these funds, the City and County would be less 

3 able to meet its affordable housing needs and the Regional Housing Needs goals established 

4 by ABAG and the State of California for the City and County for 2007-2014. 

5 The Affordable Housing Fee also enables affordable housing developments to leverage 

6 outside development funding from the private sector, and the State and Federal Government. 

7 This development work also creates economic activity, particularly construction work, which 

8 provides high-paying jobs to residents and workers in the City and County. 

9 In addition, it is not financially feasible for the typical moderate/middle income 

1 O household to purchase a home in San Francisco. For these reasons, the Affordable Housing 

11 Fee may also be used to provide down payment assistance to low and moderate/middle 

12 income homebuyers and provide administrative support for these programs and other first-

13 time homebuyer assistance administered by the City and County. 

14 However, the development of affordable housing on the same site as market-rate 

15 housing also increases social and economic integration vis-a-vis housing in the City and has 

16 corresponding social and economic benefits to the City. lnclusionary housing provides a 

17 healthy job and housing balance. lnclusionary housing provides more affordable housing 

18 close to employment centers which in turn may have a positive economic impact by reducing 

19 such costs as commuting and labor costs. 

20 (f) Provided project applicants can take these requirements into consideration when 

21 negotiating to purchase land for a housing project, the requirements of Section 415.1 et seq. 

22 are generally financially feasible for project applicants to meet, particularly because of the 

23 benefits being conferred by the City to housing projects under Section 415.1 et seq. 

24 Section 406 provides a means by which a project applicant may seek a reduction or 

25 waiver of the Affordable Housing Fee or a reduction or waiver of the alternative requirements 
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1 of this Program if the project applicant can show that imposition of these requirements would 

2 create an unlawful financial burden. 

3 (g) Conditional Use Authorization and Planned Unit Development permit the 

4 development of certain uses not permitted as of right in specific districts or greater density of 

5 permitted residential uses. As the General Plan recognizes, through the Conditional Use 

6 Authorization and Planned Unit Development process, applicants for housing projects 

7 generally receive material economic benefits. Such applicants are generally permitted to build 

8 in excess of the generally applicable black letter requirements of the Planning Code for 

9 housing projects resulting in increased density, bulk, or lot coverage or a reduction in parking 

1 O or other requirements or an approval of a more intensive use over that permitted without the 

11 Conditional Use Authorization or Planned Unit Development. Through the Conditional Use 

12 Authorization and Planned Unit Development process, building standards can be relaxed in 

13 order to promote lower cost home construction. An additional portion of San Francisco's 

14 affordable housing needs can be supplied (with no public subsidies or financing) by private 

15 sector housing developers developing inclusionary affordable units in their large market-rate 

16 projects in exchange for the density and other bonuses conferred by Conditional Use 

17 Authorization and Planned Unit Development approvals, provided it is financially attractive for 

18 private sector housing developers to seek such conditional use and/or planned unit 

19 development approvals. 

20 (h) The City wants to balance the burden on private property owners with the 

21 demonstrated need for affordable housing in the City. The Housing Element calls for the City 

22 to review its affordable lnclusionary Housing Program regularly to ensure a fair burden without 

23 constraining new housing production. The Board of Supervisors has reviewed the lnclusionary 

24 Housing Program and finds that, for purposes of the Housing Element of the General Plan, 

25 the current Affordable Housing Fee ensures a more fair burden on all housing development 
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1 and that it will not constrain new housing production. The Board of Supervisors has reviewed 

2 the lnclusionary Housing Program and finds that, for purposes of the Housing Element of the 

3 General Plan, a housing project of 10 units or more is a larger housing project. Applying the 

4 lnclusionary Housing Program requirements to buildings of 10 units or more ensures a more 

5 fair burden on all housing development and will not constrain new housing production. 

6 (i) The findings of former Planning Code Section 313.2 for the Jobs-Housing Linkage 

7 Program, now found in Planning Code Sections 413 et seq., relating to the shortage of 

8 affordable housing, the low vacancy rate of housing affordable to persons of lower and 

9 moderate/middle income, and the decrease in construction of affordable housing in the City 

1 O are hereby readopted. 

11 U) The Land Use and Economic Development Committee of the Board of Supervisors 

12 held hearings on its earlier adoption of inclusionary housing legislation on July 12 and 19, 

13 2006. At those hearings, the Committee heard testimony from Planning Department staff and 

14 consultant Kate Funk of Keyser Marston and Associates regarding a study undertaken at the 

15 direction of the Planning Department by the consultant Keyser Marston Associates. The study 

16 was entitled lnclusionary Housing Program Sensitivity Analysis, dated July 7, 2006, and was 

17 
1 

undertaken to examine the economic impacts of adjusted inclusionary requirements on 

18 market-rate housing projects ("Sensitivity Analysis"). The study can be found in Board File No. 

19 051685 and is incorporated herein by reference. The study was guided by the Planning 

20 Department and MOHCD and informed by a Technical Advisory Committee comprised of a 

21 variety of experts from the San Francisco housing development and affordable housing 

22 advocacy communities. Planning Department staff presented a report summarizing the 

23 findings of the Sensitivity Analysis and the recommendations of the Technical Advisory 

24 Committee. That report, dated July 10, 2006, is found in Board File No. 051685 and is 

25 incorporated herein by reference. After considering the Sensitivity Analysis and staff report 
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and hearing the recommendations and testimony of the Planning Department, MOHCD, 

members of the Technical Advisory Committee, and members of the public including 

representatives of housing developers, community members, and affordable housing 

advocates, the Land Use and Economic Development Committee considered various 

amendments to the legislation. The Committee found, among other things, that it was in the 

public interest to increase the percentage requirements of the ordinance, but not by as much 

as originally proposed; to modify the application dates of the ordinance to grandfather more 

existing projects from the increased percentage requirements, but to make most projects 

subject to the other requirements of the ordinance; and to require further study on some 

issues by the Planning Department and MOHCD. 

(k) The City and County of San Francisco, under the direction of the Office of the 

Controller, has undertaken a comprehensive program of analyses to update its programs and 

supporting documentation for many types of fees, including updating nexus analyses in 

support of development impact fees. At the direction of the Board of Supervisors and as part 

of this larger analysis, the City contracted with Keyser Marston Associates to prepare a nexus 

analysis in support of the lnclusionary Affordable Housing Program, or an analysis of the 

impact of development of market rate housing on affordable housing supply and demand. The 

Planning Department and MOHCD worked closely with the consultant and also consulted with 

I 

the Technical Advisory Committee, noted above, comprised of a variety of experts from the 

San Francisco housing development and affordable housing advocacy communities. 

The City's current position is that the City's lnclusionary Housing Program is not subject 

to the requirements of the Mitigation Fee Act, Government Code Sections 66000 et seq. While 

the City does not expect to alter its position on this matter, due to past legislative actions 

supporting such a study, the Citywide study being undertaken to conduct nexus studies in 

other areas, and a general interest in determining whether the lnclusionary Housing Program 
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1 can be supported by a nexus type analysis as an additional support measure, the City 

2 contracted to undertake the preparation of a nexus analysis. 

3 The 2007 Nexus Study can be found in the Board of Supervisors File No. 051685 and 

4 is incorporated by reference herein. The Board of Supervisors has reviewed the study and 

5 staff analysis and report of the study and, on that basis finds that the study supports the 

6 current requirements of the lnclusionary Housing Program including, but not limited to, the 

7 primary requirement that project applicants pay the Affordable Housing Fee. Specifically, the 

8 Board finds that this study: identifies the purpose of the fee to mitigate impacts on the demand 

9 for affordable housing in the City; identifies the use to which the fee is to be put as being to 

1 O increase the City's affordable housing supply; and establishes a reasonable relationship 

11 between the use of the fee for affordable housing and the need for affordable housing and the 

12 construction of new market rate housing. Moreover, the Board finds that the current 

13 inclusionary requirements are less than the cost of mitigation and do not include the costs of 

14 remedying any existing deficiencies. The Board also finds that the study establishes that the 

15 current inclusionary requirements do not duplicate other city requirements or fees. 

16 (I) The Board of Supervisors recognizes that this lnclusionary Housing Program is 

17 only one part of the City's overall strategy for providing affordable housing. The Mayor's Office 

18 of Housing and Community Development committed over $54 million in capital funds to 

19 affordable housing development in 2009-10. Only $5 million of those monies came from 

20 contributions from private developers through this Program or other similar programs. The 

21 MOHCD has budgeted approximately $64 million for affordable housing development in 2010-

22 11 and the expectation is that about $14 million of those monies will come from contributions 

23 from private developers through this Program or other similar programs. 

24 (m) While the Board of Supervisors in 2010 amended the lnclusionary Affordable 

25 Housing Program to provide that the primary requirement of the Program is the Affordable 

11 

Supervisors Kim; Peskin, Yee, Mar 
, BOARD OF SUPERVISORS 
i 

Page 11 



1 Housing Fee, with on-site and off-site alternatives, for continuity and ease of reference the 

2 Board found that the Program should, in name, remain the lnclusionary Affordable Housing 

3 Program ("Program" or "lnclusionary Housing Program"), but the Board does not intend to 

4 suggest that paying the affordable housing fee is a policy priority over providing mixed-income 

5 housing through on-site inclusionary units or building affordable units in the same immediate 

6 neighborhood of the project. 

7 

8 Section 4. The Planning Code is hereby amended by revising Sections 415.1, 415.3, 

9 415.5, 415.6 and 415.7, to read as follows: 

10 SEC. 415.1. FINDINGS. 

11 A. The Boflrd ofSupcrvisors hcrcbyfinds find dccktrcs flS foU-mvs: 

12 .J(gj_ Affordable housing is a paramount statewide concern. In 1980, the California 

13 Legislature declared in Government Code Section 65580: 

14 (ttl) The availability of housing is of vital statewide importance, and the early 

15 attainment of decent housing and a suitable living environment for every California family is a 

16 priority of the highest order. 

17 (hJ) The early attainment of this goal requires the cooperative participation of 

18 government and the private sector in an effort to expand housing opportunities and 

19 accommodate the housing needs of Californians of all economic levels. 

20 (el) The provision of housing affordable to low-and moderate-income 

21 households requires the cooperation of all levels of government. 

22 (d1.) Local and state governments have a responsibility to use the powers 

23 vested in them to facilitate the improvement and development of housing to make adequate 

24 provision for the housing needs of all economic segments of the community. 

25 @ The Legislature further stated in Government Code Section 65581 that: 
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1 It is the intent of the Legislature in enacting this article: 

2 (ttl) To assure that counties and cities recognize their responsibilities in 

3 contributing to the attainment of the state housing goal. 

4 (bJ) To assure that counties and cities will prepare and implement housing 

5 elements which will move toward attainment of the state housing goal. 

6 (ei) To recognize that each locality is best capable of determining what efforts 

7 are required by-# to contribute to the attainment of the state housing goal. 

8 {!j The California Legislature requires each local government agency to develop a 

g comprehensive long-term general plan establishing policies for future development. As 

10 specified in the Government Code (at Sections 65300, 65302(c), and 65583(c)), the plan must 

11 (1) "encourage the development of a variety of types of housing for all income levels, 

12 including multifamily rental housing"; (2) "[a]ssist in the development of adequate housing to 

13 meet the needs of low- and moderate/middle-income households"; and (3) "conserve and 

14 improve the condition of the existing affordable housing stock, which may include addressing 

15 ways to mitigate the loss of dwelling units demolished by public or private action." 

16 (d) The Board o(Supervisors adopted San Francisco's General Plan Housing Element in 

17 March 2015, and the California Housing and Community Development Department certified it on May 

18 29, 2015. The Housing Element states that San Francisco's share ofthe regional housing need (or 

19 years 2015 through 2022 includes 10,873 housing units for very-low and low-income households and 

20 5,460 units (or moderate/middle-income households, and a total production 0(28,870 net new units, 

21 1
1 with almost 60% to be affordable (or very-low, low- and moderate/middle-income San Franciscans. 
i 

22 2. &m Frtmeisco faces Et continuing shortEtgC o.ft1,jfoPtiElble housingfoP very lo1v Etnd low income 

23 Pesidents. The SEtn Frtmcisco Pkmning DcpEtPtnwnt rcpoPted thEtt fop thefive yeEtrpePiod between 2005 

24 Etnd 2009, 14,397, totEtl lWW housing units '11>'ePe built in SEtn FrEtncisco. This numbeP includes 3, 707 

25 units fop low Etnd ve1y· low income households out &}Et totEtl need of6,815 low Etnd vel)' lmv income 
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1 hoHSing '/;{;nits for the semcpcriod. According to the stete Depertmcnt ofHoHSing end Comml;{;nity 

2 Dc';;clopmcnt, there will be t1: region el need for 214, 500 new heHSin:g '/;{;nits in the nine Bey Arce 

3 cel;{;nticsfrom 2007 to 2014. Ofthet t1:mel;{;nt, over 58pcrccnt, er 125,258 '/;{;nits, ere needed for 

4 medcrete, low end very lmv incemc hoHScholds. The Associetion ofBey Arce Gevcrnmcnts (ABAG) is 

5 rcspensiblc for t1:llect1:tin:g the tetel rcgionel need nl;{;mbcrs emeng its member governments ~which 

6 incl'/;{;dcs beth col;{;ntics end cities. ABAG cstimetcs thet Sen Fr-t1:ncisco's lmv end VCl)' lmt' income 

7 hol;{;singpredl;{;ction nccdfrom 2007 thro'f;f:gh 2014 is 12, 12 4 '/;{;nits Ol;{;t oft1: totel new heHSing need of 

8 31,193 '/;{;nits, er 39pcrccnt oft1:ll 1;{;nits b'/;{;ilt. Within thcpt1:stjivcyct1:rs, only 25pcrccnt a.fell heHSing 

9 b'/;{;ilt, or 54pcrccnt ofthcprcvioHSlyprojcctcd heHSing need fer lmv end vcl)' lo1v incemc hel;{;singfor 

10 the semcpcried, Wtl:Sprodl;{;ccd in Sen Frencisco. Thcproductien o.fmodcretc income '/;{;nits elso fell 

11 she rt of the ABA G goel. Only 1, 093 medcrote income l;{;nits were prodl;{;ccd over the previettsfivc ycers, 

12 er elmost 8pcrccnt oft1:ll '/;f;nits b'/;{;ilt, compercd to ABAG's cell for 26pcrccnt o,ft1:ll '/;f;nits to be 

1 3 effordeblc te hottScholds ofmedcrote incemc. 

14 3. In response to the ebovc mendti:tcfrom the Celifornitl: Lcgislftmrc end thcprojcctions of 

15 hol;{;sing needs for Sen Frencisce, Sen Frencisco hti:S institl;{;tcd severe! strotcgics forprod'/;f;cing new 

16 effordeblc hettSing '/;{;nits. The HottSing Element of the Gcncrol Plti:n rccegnizcs the need to suppert 

17 C?fferdeblc housingproductien by incrct1:Sing site wmilti:bility by identifying end sccl;{;ring opportttnity 

18 sites forpcrmencntly afferdeblc housing, by cnht1:ncing end cxpt1:ndingfint1:ncit1:l rcsel;{;rccs for 

19 pcrmencnt effor~blc housing through coordinetion et the rcgionel, stetc, end Fcdcrel lc';»cls, end by 

20 supporting efforts to produce end mene:gcpcrnwncntly e:jfordeblc housing. Fl;{;rthcr, the City, tl:S 

21 csteblishcd in the Gcncrol Plti:n, seeks to cncoure:gc the distrib'/;{;tion ofe:jfordt1:blc hottSing throttg/10'/;f;f 

22 ell ncighberhoods end, thereby, offer diverse !w'/;{;sing choices end promote economic end socit1:l 

23 integrotion. The HoHSing Element cells for en incrctl:Sc in the prodl;{;ction of new ajferdttblc hoHSing for 

24 greeter economic integrotion end for t1: rongc ofhottSing options end oppormnitics Section 415.1 ct seq. 

25 farthers the goels of the Stti:tc Lcgislti:mrc end the Gcncrol Plti:n. 
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1 4. The 2010 Censolidated Plan for July 1, 2005 to June 30, 2010, iBBued by the }..fayor's Office of 

2 HeUBing, establishes thtl:t extreme hoUBingprCBBures face Stl:n Fr-ancisco, particularly in regard to Jaw 

3 tl:nd mode1'tlte income residents. },{any elements constrtl:in hoUBingproduction in the City. This is 

4 especitl:lly true of tiffordabk housing. San Froncisco is largely built out, with very few large 0J3en tracts 

5 &/land to dn'Clop. There is no tl:vailabk adjtl:cent land to be annexed, tl:S the cities located on Stl:n 

6 Froncisco 's southern border tl:re also dense urbtl:n tl:reas. ThUB new construction ofhoUBing is limited to 

7 tl:reas o,f the City notprevioUBly designtl:ted tl:S residentitl:l tl:reas, infill sites, or to areas with incretl:sed 

8 density. }1kw market rote hoUBing absorbs tl: significant amount of the r-emtl:ining supply of land and 

9 other resources a',;ailabk for deveiopment and thUB limits the supply ofejfordabk housing. 

1 0 There is a gretl:t need for ejfordabk rental and owner occupied hoUBing in the City. HeUBing cost 

11 burden is one of the major standards for determining 1vhether tl: Jocality is experiencing inadequate 

12 housing conditions, defined tl:S hoUBeholds thtl:t expend 30 percent or more ofgroBB income for rent or 

13 35 percent or more ofhoUBehold income fer orvner costs. According to more recent data from the 

14 Comprehensive Reusing Ajferdtl:bility Study (CHAS) 67. 015 total renter hoUBeholds, or 3 4 percent, 

15 were cost burdened in 2005 07. A significant number ofownas tl:re tl:lso cost burdened. The 2005 07 

16 CHAS indicates that 46,985 owner households tl:re cost burdened, or 38percent. 

17 The Stl:n Froncisco residential real estate mtl:rket is one of the most expensi''p'e in the United States. 

1 8 In June 2010, the Ctl:lifornia Association o.fRetl:ltors reported that the medimi priced home in Stl:n 

19 Froncisco was $670, 000. This price is 115 percent higher than the State o,f Ctl:lifornia meditl:n 

20 ($311,950), and 266per-cent higher thtl:n the nationtl:l tl:vernge ($183, 000). Whik the nationtl:l 

21 homeovmership rote is tipproximately 67.2percent, only tipproximately 39percent o.fSan Frtl:nciscans 

22 own their own home. The mtljorit:y of market rote homes for sak in Stl:n Fmncisco are priced out of the 

23 reach ofio1v and moderote income hoUBeholds. In June 2010, the w,;ertl:gC rent was $2,230, which is 

24 ejfordtl:bk to hoUBeholds etl:rning over $89,200. 

25 
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1 These factors contribute to fl heflVy' demflnd for ajferdflble housing in the City thflt the privflte 

2 mflrlwt Cflnnot meet. For many yeflrs, the number o.fmflrkct rote units thflt ere affe1¥iflble to knv' income 

3 households hfls been 1"Cduced by rising market rote rents end sflles prices. Although housing prices flnd 

4 rent levels hflv'e dropped in recent years, lower income ho'bt8eholds still str1;1;ggle to p(iy for ho'bt8ing in 

5 Sen Frflncisco. The number ofho'bt8eholds benefitingfrom rentfll flssistflnceprogroms is far below the 

6 need estflblished by the 2000 Cens'bt8. Becfl'bt8e the shortflge ofEljfor-deble housing in the City cfln be 

7 expected to continue for mflny yeflrs, it is neccssflry to mflintflin the frjferdebility of the housing units 

8 constructed by housing developers under this Progrflm. The Housing Element o.fthe Generfll Plan 

9 recognizes this need, end on o,fitsprime1y objectiY'es is to protect the ttjfordflbility ofthe existing 

1 0 ho'bt8ing stock. The Ho'bt8ing Element fllso sets the goal ofsecuring funding flndpermenent resources 

11 f0rpermenently ajfordeble ho'bt8in:g, inchtding innovfltiveprogroms thet flre not solely relient on 

12 tfflditionel mechenisms or capitel, inchtding the production oftt.ffordeble ho'bt8ing through proccss end 

13 zoning eccommodetions end support for middle income ho'bt8ing. 

14 In 200 4 the }'fationel HoU8ing Conference issued fl survey• entitled "Incl'btSionery Zoning: The 

15 Celifornifl Experience." The sure'ey fmmd thet es o,fAlarch 2003, there '1\>'er-c 107 cities end counties 

16 'bt8ing incl'btSionery· housing in Celifornie, one fifth O,f flll loCfllities in the Stflte. Overall, the 

17 incl'btSionery• requirements were generoting lerge numbers of€ljferdeble units. Only sixpercent of 

18 jurisdictions reported vohtntery•progroms, end the voluntery• nature (ippeers to compr-0mise the loCfll 

19 ebility to guerentee ttffo1<tleble ho'bt8ingproduction. While there W€1;8 e 'vide rongc in the ttffordebility 

20 percentflge requirements for inchtsionfl7y hoHsing, flpproximetely helf of elljurisdictions require et 

21 le€1;8t 15 percent to be tt.ffordeble, end one querter require 20 percent or more to be effe1<tleble. 

22 5. Development of new mflrket rflte ho'bt8ing mekes it possible fer new residents to move to the 

23 City•. These ne1v residents piece demends on services provided by both public endpriv•ete sectors. Some 

24 ofthepHblic endpri·p•ete sector employees needed to meet the needs ofthe new residents eem incomes 

25 only edequete to p(iy for (iffordeble housing. BeCfluse &jfordeble housing is in short supply within the 
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1 City, such empk;y·ees may be farced io live in less than adeqHate housing within the City, J3€lY tl 

2 disproportionate shere eftheir incomes io live in edequete housing within the City, or cemmute ever 

3 increesing distences to theirjobsfrom housing lornted outside the City. These circumstences herm the 

4 City's ebility io ettein goels erticuleted in the City's Generol Plen endplece sffflins on the City's ebility 

5 io eccept end sen;ice nffw merket r-t1;te housing de'i>'elopment. 

6 6. The ptlyment o,fen Affordeble Housing Pee by developers ofmerket rote housing is justified for 

7 the reesons steted herein end h€/;S identifieble benefits io tlie City. Beceuse it is notjinencielly fe€/;Sible 

8 in most circumstences io dev•elop nev.· housing e-Jferdeble io ve1y low, lo!}', medien end moderote 

9 income households, the City end County provide direct housing investments io developers io eneble the 

1 0 creetion ofe-.fferdttble housing. The Affordeble Hausing P'ee will be used io help sitbsidize these 

11 development costs endprovide edministffltive suJ3fJort for theseprogrems end other e-fferdeble housing 

12 dffi>'elopment ecti»Jities edministered by the City end County. Without thesefands, the City end County 

13 would be less eble to meet its effordable housing needs end the Regionel Hausing }leeds goels 

14 esteblished by ABAG flnd the Stflte o:f C€llifernie fer tlie City flnd County for 2007 2014. 

15 The Affordttble Hausing Pee fllso enflbles effordflble housing dC';;elopments io leverege outside 

16 development fundingfrem the private sector, end the Stete flnd Pedernl Gm;ernment. This dev•elopment 

17 work elso creetes economic flctivity, perticulerly construction work, which provides high ptlyingjobs 

18 io residents flnd workers in the City tmd County. 

19 In eddition, it is notfinencittlly fettsible for the typiettl moderate income household to purchttse tt 

20 home in San Proncisco. For these re€f;Sons, the Affordable Housing Pee mtly also be used io provide 

21 dovm ptlyment assistence io low and moderttte income homebuyers endpro',;ide edministretive support 

22 fer these progrems and otherjirst time homebuyer €/;SSistence edministered by the City and County. 

23 Howev•er, the development ofeffe1'tleble housing on the stune site €f;S merket rote housing elso 

24 increeses social and ecenomic integretion vis e vis housing in the City and h€/;S correspending socifll 

25 and economic benefits to the City. Inclusionary· heusingprovides e heelthyjob end housing belence. 

I 
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1 Incht:sionery hobt8ing provides more affordflble housing close to employment centers which in turn mfly 

2 htn•e ct positi1o1e economic impflct by reducing such costs ctS commuting flnd lttbor costs. 

3 7. Pmilidedproject ttpplicflnts ctm tflke these requiroments into considerotion when negotiflting to 

4 pur-chctSe ltmd for ct hobt8ingproject, the requirements o.fSection 415. let seq. flre generollyjinflncifllly 

5 fectSiblc for project ttpplicents to meet, pflrticulttrly becfluse o,fthe benefits being conferred by the City 

6 to housingprojects under Section 415. let seq. 

7 Section 406pro'o1ides fl meflns by )v·hich fl project ttpplic-ttnt mtty seek -fl reduction or w-ttiilcr of the 

8 Afferdflblc Housing Fee or -fl reduction or w-ttivcr o,f the -ttltcrn-tttive roquirements of this Pregrom if the 

9 project ttpplic-ttnt c-ttn sho1~· th-ttt imposition o,f tliese roquiremcnts ·would cre-ttte en unlflwfulfin-ttnci-ttl 

10 burden. 

11 8. Condition-ttl Use Authorization end Plttnncd Unit Development permit the de;,'Clopment of' 

12 ccrtein uses notpcrmittcd ctS afright in specific districts or gre-tttcr density of permitted residenti-ttl 

13 bt8es. As the Gcnerol Plttn recognizes, through, the Condition-ttl Use Authori&tltion -ttnd Plttnncd Unit 

14 Development process, ttpplicents for housing projects gcncrelly receive meteriel economic benefits. 

15 Such ttpplicents ere generollypermitted to build in excess ofthc gencrelly ttppliceblc blttck letter 

16 requirements o,f the Plttnning Code for housing projects resulting in incrcttsed density, bulk, or lot 

17 coverttge or tt reduction in pttrking or other requirements or ttn ttpprovttl oftt more intensive use over 

18 thetpennittcd ·without the Conditionttl Use Aut!1oriztttion or Plttnned Unit Development. Through t!1e 

19 Condition-ttl Use Authoriwtion ttnd Plttnncd Unit Development process, building stttndttrds cttn be 

20 rclttxed in order to promote lo'!'.·er cost home construction. An ttdditionttlportion afSttn Frttncisco's 

21 efferdeble hobt8ing needs cttn be SUJ3Plied (with no public subsidies orfinttncing) by privete sector 

22 hobt8ing dciJclopcrs dc'o1eloping incht:sionttry ttfferdttblc units in their lttrgc merket rote projects in 

23 exchttnge for the density ttnd other bonbt8es conferrod fry Conditionttl [lsc Authoriztttion ttnd Plenned 

24 Unit Dc'o1elopment ttppr·mttls, provided it isfinttncittlly ttttroctiile forprivttte sector housing de;,•clopers 

25 to seek such conditionttl bt8C tlluilorplttnncd unit dc;,•clopmcnt ttppr-o;,•els. 
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1 9. The City wants to balance the burden on pri11ate property ovmers with the demonstl"€lted need 

2 fer &jfer-dable housing in the City. The Housing Element calls for the City to review its afferdctble 

3 Inclusionary• Housing Progrmn reguffl:rly to ensure fair burden and not constr-ein new housing 

4 production. The Board 6fSwper.dsors has rc;,·iewed th.e Inclusionary Housing Progmm tmdfinds that, 

5 for purposes of the Housing Element of the Gene1¥ll Plen, the current Affordable Housing Fee set et 

6 the equivalent to providing 20 percent of the total number o,funits {;f;8 affordable units (or less fer 

7 projects &pprw,,ied under prior requirements) ensures more fair burden on all housing development 

8 and ·will not constrain ne'11>' housingproduction. The Board efSupen·isors h{;f;S reviewed the 

9 Inclusionary· Housing Progmm andfinds that, fer purposes o.f the Housing Element of the General 

10 Pffl:n, a housingproject 6f jive units or more is a ffl:rger housingproject. Applying the Inclusionary 

11 Housing Progmm requirements to buiklings 6/jive units or more ensures more fair burden on all 

12 housing development and r'P'ill not constl"€lin ne-.,•,,i housingproduction. 

13 10. Thejindings o.ffermer Pffl:nning Code Section 313.2 fer the Jobs Housing Linkage Progmm, 

14 nov,1 feund in Pfonning Code Sections 413et seq., releting to the shorffige o,fajfordable housing, the to·w 

15 'mcancy rate of housing efferdable to persons ef tower and moderate income, and the decrease in 

16 construction efafferdable housing in the City ere hereby reedopted. 

17 11. The Lend Use and Economic Development Committee o.f the Board o,fSupen•isors held 

18 hearings on this legislation on July 12 and 19, 2006. At those hearings, the Committee heard testimony 

19 from Pffl:nning Dcpertment stejfand consultent Kate Funk of'Keyser 1\farston and Associates regarding 

20 e study undertaken at the direction afthe Pffl:nning Dcpertment by th.e consultant Keyser },1arston 

21 Associates. The study W{;f;S entitled Inclusionary· Housing Progmm Sensitivity Analysis, dated July 7, 

22 2006, and ',vas underteken to examine the economic impacts ofedjusted inchtsionary• requirements on 

23 market rate housingprojects ("ScnsittvityAnelysis'9. The study can be found in Board File }\To. 051685 

24 and is incorp01"€lted herein by reference. The study v,1{;{;8 guided by the Plenning Department and AfOH 

25 end injOrHicd by a Technical Advisory· Committee comprised 6fe 'mriety of experts from the San 
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1 Froncisco HottSing Development tmdAffel'debk HottSing Advoctwy Communities. Pienning 

2 Department steffpresented a report sununarizing the findings of the Sensitivity Analysis and the 

3 recommend€ltions of the Technicel Ad'rlisory Committee. That report, d€lted July 10, 2006, is found in 

4 Boal'd Fik }lo. 051685 and is incorporated herein by rc~ference. After considering the Sensitivity 

5 Analy·sis and steffrcport and hearing the recommendetions and testimony o,fthe Pienning Dcpertment, 

6 },{()H, members of the Technical Advisory· Committee, end members of the public inchtding 

7 rcpresentetiiJes ofhottSing developers, community members, end efferdabk hottSing edvocetes, the 

8 Land Use end Economic Development Committee considered verious emendments to the legisltltion. 

9 The Committee found, emong other things, thet it Wtls in the pitblic interest to increase the percenftlge 

10 requirements of the ol'dinence, but not by tlS much {:J;8 origintlllyproposed; to modify the appliCtltion 

11 dates of the ordinance to grandfatl'ter more existingprojectsfrom the increasedpercentege 

12 requirements, but to meke most projects su!Jject to the other requirements of the ol'dinance; and to 

13 require further study on some issues by the Pienning Department and M:OH. 

14 12. The City of Sen Prencisco, under the direction of the Office of the Controlkr, hes undertaken 

1 5 a comprehensive program of enalyses to upd€lte its programs end supporting documentetion for many 

16 types o.ffces, including updeting nexus enalyses in support of development impect fees. At the direction 

17 o.ftl'te Boel'd o.fSupervisors and {:J;Spart o,fthis larger analy·sis, tlie City contracted -with Keyser }hirston 

1 8 Associetes to prep ere e nexttS analysis in support &j the Incht:sionary Afferdabk Housing Progrem, or 

19 an analy·sis of the impact of development o,fmerket rete housing on affordabk housing SUJ3J30' and 

20 derrwnd. The Pltlnning Dcpertment end MiJH 'lv'orked closely-with the consultant and else consulted 

21 with the Technical Advisory Committee, noted above, comprised ofe ·p1eriety o,fexpertsfrom the Sen 

22 Froncisco hottSing development end ajfol'deble housing edvocecy communities. 

23 The City's currentposition is thet the City's Incht:sionery Housing Program is not subject to the 

24 requirements of the 1tlitigetion 1%e Act, Government Code Sections 66000 et seq. Whik the City does 

2 5 not expect to alter its position on this matter, due to past kgisietive tlctions sitpporting such tl study, the 
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1 Cityvvide study being undert{:l;ken to conduct nexus studies in other {:l;re{:l;s, {:l;nd {:l; gener{:l;f interest in 

2 determining ~whether the Incf'/;f;SiOn{:l;ry Hob{;Sing Progrem C{:l;lt be supported by {:l; JWX'/;f;S type {:l;n{:l;/ysis {:l;S 

3 {:l;n {:l;ddition{:l;f support me{:l;Sure, the City contrected to undert{:l;ke theprcp{:l;ration of{:l; ncxb{;S {:l;n{:l;lysis {:l;t 

4 this time. 

5 Thefin{:l;f study C{:l;n be found in the Bo{:l;rd o.fStfJ_Jervisors File {:l;nd is incorpornted by reference 

6 herein. The Bo{:l;rd ofSupervisors h{:l;S re;;iffwed the study {:l;nd staff{:l;n{:l;lysis {:l;nd report of the study {:l;nd, 

7 on th{:l;t b{:l;Sisfinds th{:l;t the study supports tlw current requirements of the Inchtsion{:l;ry Housing 

8 Progrem including, but not limited to, theprim{:l;ry' requirement th{:l;tproject app/ic{:l;ntspay the 

9 Ajford&ble Housing Fee. Specific{:l;lly, the Bo{:l;rdfinds th{:l;t this study: identifies the purpose of #w fee to 

10 mitigete imp{:l;cts on the dem{:l;nd for afferd{:l;ble hob{;Sing in tlw City; identifies the use to which the fee is 

11 to be put {:l;8 being to incr-e{:l;Se the City's afferd{:l;bfe housing supply; {:l;nd est{:l;b/ishes {:l; reeson{:l;ble 

12 re/{:l;tionship between the b{;Se of the fee for efferd{:l;b/e housing {:l;nd tlw needfor t1:fferd{:l;ble hob{;Sing {:l;nd 

13 the construction ofnew m{:l;rket rete hob{;Sing. J,1oreo'ver, the Bo{:l;rdfinds tlzet the curr-ent incooion{:l;ry 

14 re€Juirements {:l;re less #t{:l;n tlie cost ofmitigtltion end do not include the costs of remedying any existing 

15 deficiencies. The Bo{:l;rd {:l;/sofinds th{:l;t the study est{:l;b/ishes thet the curr-ent inchtsion{:l;ry requirements 

16 do not duplic{:l;te other city re€Juirements or fees. 

17 13. The Bo{:l;rd ofSupervisors recognizes th{:l;f #zis Inclusion{:l;ry' Hob{;Sing Progrem is only onep{:l;rf 

18 o.fthe City's OY'erell str(:f;fcgyforproviding ajfefflfi;ble housing. The },1ayor's Office o.fHob{;Sing 

19 committed over $5 4 million in rnpitel funds to e:fferd{:l;ble housing development in 2009 I 0. Only $5 

20 million of those monies C{:l;mefrom contributions from prifJ{:l;te developers through this Progrem or 

21 other simi/{:l;rpr-ogrt1;ms. The A10Hh{:l;s budgeted epproxim{:l;tely $64 million for t1:Jferd{:l;b/e housing 

22 development in 2010 II {:l;nd the current cxpect{:l;tion is th{:l;t {:l;bout $14 million ofthose monies will come 

23 frorn contributionsfi"Ompriv{:l;te defJelopers through tliis Prog1"flm or other simi/{:l;rprog1"flms. 

24 14. While the Bo{:l;rd of Supervisors h{:l;s {:l;mended the Inchtsion{:l;ry' Ajford{:l;ble Housing Pr0g1"flm to 

25 h{:l;fJe theprim{:l;ry' re€Juirement of the Progr{:l;m be the Ajford{:l;ble Housing Pee, fer continuity {:l;nd e{:l;Se of' 
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1 reference the Botwdjinds that the Progr-am shoukl, in name, remain the lnchtsienary Affordable 

2 Hobl8ing Progr-ani (''Program" or "lnchtsionary• Housing Program"). 

3 

4 SEC. 415.2. DEFINITIONS. 

5 See Section 401 of this Article. For purposes ofSections 415.3 et seq .. "low income" households 

6 shall be defined as households whose total household income does not exceed 55% of Area Median 

7 Income (or purposes of renting an affordable unit, or 80% of Area Median Income (or purposes of 

8 purchasing an a((ordable unit, and "moderate income" and "middle income" households shall mean 

9 households whose total household income does not exceed 100% of Area Median Income (or purposes 

10 of renting an a(fordable unit, or 120% of Area Median Income (or purposes ofpurchasing an 

11 affordable unit. The Small Sites Fund. defined in Section 415.5(f)(2). and the Small Sites 

12 Program may use Affordable Housing Fees to acquire sites and buildings consistent with the 

13 income parameters of the Programs. as periodically updated and administered by MOHCD. 

14 SEC. 415.3. APPLICATION. 

15 (a) Notwithstanding any other provision to the contrary in this Code, Section 415.1 et 

16 seq. shall apply to any housing project that consists of ten 1 o or more units where an individual 

17 project or a phased project is to be undertaken and where the total undertaking comprises a 

18 project with ten 1 o or more units, even if the development is on separate but adjacent lots. 

19 This provision also applies to housing projects that requires Commission approval of 

20 replacement housing destroyed by earthquake, fire ... or natural disaster only where the 

21 destroyed housing included units restricted under the lnclusionary Affordable Housing 

22 Program or the City's predecessor inclusionary housing policy, condominium conversion 

23 requirements, or other affordable housing program. 

24 I (b) The effective date of these requirements shall be either April 5, 2002, '1vhich is the date that 

25 the requirements originally bec&me effective, or the date & subsequent modification, ifmiy, became 
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1 opert1:th·e. The following ttlble is designed to scmm1Brize the most signiji:Cflnt subseqctent modifictltions 

2 to this Pregf'flm (:J;nd the dtltes those modifictltions went into effect. The PlBnning Deptlrt:Hwnt (:J;nd the 

3 Afayor's Office o.fHousing sh(:J;ll mBinf(:J;in tl record for the public summ(:J;rizing ';J(:J;riotl8 (:J;mendments to 

4 this Progrt1:m Bnd their effective or opertlti'e'e dtltes. To the extent there is tl conflict between tlw 

5 felio»ving t(:J;ble or Bny summtlry·produced by the Dep(:J;rtment or 1\/0H(:J;nd the provisions o.fthe 

6 originBl implementing 01¥/intlnccs, the implementing ordinBnces sh(:J;llprevtlil. Any development 

7 project that has submitted a complete Environmental Evaluation application prior to Januarv 1. 

8 2013 shall comply with the Affordable Housing Fee requirements. the on-site affordable 

9 housing requirements or the off-site affordable housing requirements. as applicable. in effect 

1 O on Januarv 12. 2016. For development projects that have submitted a complete 

11 Environmental Evaluation application on or after Januarv 1. 2013. the+Ae requirements set {Orth 

12 in Planning Code Sections 415.5, 415.6, and 415. 7 shall apply to certain development projects 

13 consisting of25 dwelling units or more during a limited period of time as {Ollows. 

14 (1) If a development project is eligible and elects to provide on-site affordable housing. 

15 the development project shall provide the {Ollowing amounts of on-site afferdable housing. All other 

16 requirements of Planning Code Sections 415.1 et seq. shall apply. 

17 I {A) Any development project that has submitted a complete Environmental 

18 Evaluation application prior to January 1. 2014 shall provide affordable units in the amount ofl 3% of 

19 the number of units constructed on-site. 

20 (B) Any development project that has submitted a complete Environmental 

21 Evaluation application prior to January 1. 2015 shall provide a({Ordable units in the amount ofl 3.5% 

22 ofthe number of units constructed on-site. 

23 (C) Any development project that has submitted a complete Environmental 

24 Evaluation application on or prior to January 12. 2016 shall provide afferdable units in the amount of 

25 14.5% ofthe number ofunits constructed on-site. 
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1 (D) Any residential or predominantly residential mixed use development 

2 projeot that has submitted a oomplete Environmental Evaluation applioation after January 12, 

3 2016 but on or before June 6, 2016, and that replaoes a pre existing non oonforming 

4 oommeroial use on a property in exoess of 10 aores shall provide affordable units in the 

5 amount of 15.5% of the number of units oonstruoted on site. 

6 (DE) Any development project that submits an Environmental Evaluation 

7 application after January 12, 2016, shall comply with the requirements set forth in Planning Code 

8 Sections 415.5, 415.6 and 415.7, as applicable. 

g (E) Notwithstanding the provisions set forth in subseotions (b)(1 )(/\), (B) 

1 O and (C) of this seotion 415.3, if a development projeot is looated in the Mission NCT Zoning 

11 Distriot, and is eligible and eleots to provide on site units pursuant to Seotion 415.5(g), suoh 

12 development projeot shall oomply 1.vith the on site requirements set forth in Seotion 415.6 and 

13 shall not be eligible to use the lm.ver inolusionary housing requirements set forth in this 

14 subseotion (b) of this Seotion 415.3. 

15 (E) Notwithstanding the provisions set forth in subsections {k){l ){A), (B) and 

16 (C) ofthis section 415.3, ifa development project is located in a UMU Zoning District or in the South 

17 of Market Youth and Family Zoning District, and is eligible and elects to provide on-site units pursuant 

18 to Section 415.5(g). such development project shall comply with the on-site requirements applicable 

19 within such Zoning Districts. as they existed on January 12, 2016. plus the following additional 
I 

20 I amounts of on-site affordable units: (i) if the development project has submitted a complete 

21 Environmental Evaluation application prior to January l, 2014, the Project Sponsor shall provide 

22 additional affordable units in the amount of1% ofthe number of units constructed on-site,· (ii) ifthe 

23 development project has submitted a complete Environmental Evaluation application prior to January 

24 l, 2015, the Project Sponsor shall provide additional affordable units in the amount ofl.5% ofthe 

25 number of units constructed on-site; or (iii) if the development project has submitted a complete 
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1 Environmental Evaluation application on or prior to January 12, 2016. the Project Sponsor shall 

2 provide additional affordable units in the amount of2% of the number of units constructed on-site. 

3 {F) Any development project that has submitted a complete Environmental 

4 Evaluation application on or be{Ore January 12, 2016 and seeks to utilize a density bonus under State 

5 Law shall use its best e({Orts to provide on-site a(fordable units in the amount of25% of the number of 

6 units constructed on-site and shall consult with the Planning Department about how to achieve this 

7 amount ofinclusionary affordable housing. Any project seeldng a density bonus under the provisions 

8 of State Law shall prepare a report analyzing how the concessions and incentives requested are 

9 necessary in order to provide the required on-site affordable housing. 

10 (2) Jfa development project pays the A(fordable Housing Fee or is eligible and elects to 

11 provide o(fsite a(fordable housing. the development project shall provide the {Ollowing fee amount or 

12 amounts of o(fsite a(fordable housing during the limited periods oftime set {Orth below. All other 

13 requirements of Planning Code Sections 415.1 et seq. shall apply. 

14 (A) Any development project that has submitted a complete Environmental 

15 Evaluation application prior to January 1. 2014. shall pay a fee or provide o(fsite housing in an 

16 amount equivalent to 25% of the number of units constructed on-site. 

17 (B) Any development project that has submitted a complete Environmental 

18 Evaluation application prior to January 1. 2015, shall pay a fee or provide o(fsite housing in an 

19 amount equivalent to 27.5% ofthe number of units constructed on-site. 

20 (C) Any development project that has submitted a complete Environmental 

21 Evaluation application on or prior to January 12. 2016 shall pay a fee or provide off-site housing in an 

22 amount equivalent to 30% of the number of units constructed on-site. 

23 (D) Any development project that submits an Environmental Evaluation 

24 application afi;er January 12, 2016 shall comply with the requirements set {Orth in Sections 415.5, 

25 415. 6, and 415. 7. as applicable. 
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1 (E) Notwithstanding the provisions set forth in subsections (b)(2)(A), (B) and 

2 (C) ofthis Section 415. 3, for development projects proposing buildings over 120 feet in height, as 

3 measured under the requirements set forth in the Planning Code, except for buildings up to 130 feet 

4 in height located both within a special use district and within a height and bulk district that 

5 allows a maximum building height of 130 feet. such development projects shall pay a fee or provide 

6 off-site housing in an amount equivalent to 33% of the number of units constructed on-site. Any 

7 buildings up to 130 feet in height located both within a special use district and within a height 

8 and bulk district that allows a maximum building height of 130 feet shall comply with the 

9 provisions of subsections (b)(2)(A). (8) and (C) of this Section 415.3 during the limited periods 

1 O of time set forth therein. 

11 (F) Not1rvithstanding the provisions set forth in subseetions (b)(2)(A), (B) 

12 and (C) of this Seetion 415.3, if a development projeet is loeated in the Mission NCT Zoning 

13 Distriet, and pays the Affordable Housing Fee or is eligible and eleets to provide off site units 

14 pursuant to Seetion 415.5(g), sueh development project shall eomply with the requirements 

15 set forth in Seetions 415.5 and 415.6 and shall not be eligible to use the lmver inelusionary 

16 housing requirements set forth in this subseetion (b) of this Seetion 415.3. 

17 {G-f) Notwithstanding the provisions set forth in subsections (b)(2)(A). {B) and 

18 (CJ ofthis section 415. 3, if a development project is located in a UMU Zoning District or in the South 

19 of Market Youth and Family Zoning District, and pays the A((ordable Housing Fee or is eligible and 

20 elects to provide off-site a(fordable housing pursuant to Section 415. 5 Cg), or elects to comply with a 

21 land dedication alternative, such development project shall comply with the fee, off-site or land 

22 dedication requirements applicable within such Zoning Districts, as they existed on Januarv 12, 

23 2016, plus the following additional amounts for the A((ordable Housing Fee or for land dedication or 

24 off-site affordable units: (i) ifthe development project has submitted a complete Environmental 

25 Evaluation application prior to January 1. 2014, the Project Sponsor shall pay an additional fee, or 
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provide additional land dedication or off-site affordable units. in an amount equivalent to 5% of the 

number of units constructed on-site; an if the development project has submitted a complete 

Environmental Evaluation application prior to January 1. 2015, the Project Sponsor shall pav an 

additional fee, or provide additional land dedication or o[fsite atfprdable units. in an amount 

equivalent to 7.5% ofthe number o(units constructed on-site: or (iii) ifthe development project has 

submitted a complete Environmental Evaluation application on or prior to January 12, 2016. the 

Project Sponsor shall pay an additional fee, or provide additional land dedication or off-site atfordable 

units, in an amount equivalent to 10% ofthe number o(units constructed on-site. Notwithstanding 

the foregoing. a development project shall not pay a fee or provide off-site units in a total 

amount greater than the equivalent of 33% of the number of units constructed on-site. 

.(1=1-Q) Any development project consisting o(25 dwelling units or more that has 

submitted a complete Environmental Evaluation application on or prior to January 12, 2016. and is 

eligible and elects to provide off-site affordable housing. mayprovide off-site atfprdable housing by 

acquiring an existing building to fit/fill all or part o(the requirements set forth in this Section 415.3 and 

in Section 415. 7 with an equivalent amount o(units as specified in this Section 415.3(b){2), as reviewed 

I and approved by the Mayor's Office of Housing and Community Development and consistent with the 

parameters ofits Small Sites Acquisition and Rehabilitation Program. in conformance with the 

income limits for the Small Sites Program. 

(3) During the limited period of time in which the provisions of Section 415.3(b) 

apply. for any housing development that is located in an area with a specific affordable 

housing requirement set forth in an Area Plan or a Special Use District. or in any other section 

of the Code such as Section 419. with the exception of the UMU Zoning District or in the 

South of Market Youth and Family Zoning District. the higher of the affordable housing 

requirement set forth in such Area Plan or Special Use District or in Section 415.3(b) shall 

apply. Any affordable housing impact fee paid pursuant to an Area Plan or Special Use 
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1 District shall be counted as part of the calculation of the inclusionarv housing requirements 

2 contained in Planning Code Sections 415.1 et seq. 

3 !il Any development project that constructs on-site or off-site affordable housing units 

4 as set (orth in subsection (lz) ofthis Section 415.3 shall diligentlypursue completion ofsuch units. In 

5 the event the project sponsor does not procure a building permit or site permit (or construction of the 

6 affordable housing units by December 7. 2018, the development project shall comply with the 

7 inclusionary a(fprdable housing requirements set forth in Sections 415. 5, 415. 6, and 415. 7. as 

8 applicable. Such deadline shall be extended in the event of any litigation seeking to invalidate 

9 the City's approval of such project. for the duration of the litigation. 

10 (c) The new inclusionary affordable housing requirements contained in Sections 415. 5, 415. 6, 

11 and 415. 7. as well as the provisions contained in Section 415. 3 (lz). shall not apply to (1) any mixed use 

12 project that is located in a special use district (or which a height limit increase has been approved by 

13 the voters prior to January 12. 2016 to satisfy the requirements ofAdministrative Code Section 61.5.1. 

14 or (2) any mixed use project that has entered into a development agreement or other similar binding 

15 agreement with the City on or before January 12. 2016, or (3) any housing development project that 

16 has procured a final first discretionary development entitlement approval. which shall mean approval 

17 .following any administrative appeal to the relevant City board, on or before January 12, 2016; or (4) 

18 any housing development projeet that, on or before June 7, 2016, has entered into a final, 

19 approved and exeeuted agreement behveen the Projeet Sponsor and the City, demonstrating 

20 that the housing units are not subjeet to the Costa Hm11kins Rental Housing /\et~ 

21 inclusionary housing requirements for these projects shall be those requirements contained in 

22 the projects' existing approvals. 

23 (d) The City may continue to enter into development agreements or other similar binding 

24 agreements (or projects that provide inclusionary affordable housing at levels that may be different 

25 from the levels set forth in Sections 415.1 et seq. 

I 
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1 (e) For any housing development that is located in an area 1.vith a specific affordable 

2 housing requirement set forth in an Area Plan or a Special Use District, or in any other section 

3 of the Code such as Section 419, the higher affordable housing requirement shall apply. Any 

4 affordable housing impact fee paid pursuant to an Area Plan or Special Use District shall be 

5 counted as part of the calculation of the inclusionary housing requirements contained in 

6 Planning Code Sections 415.1 et seq. 

7 Tabk 415.3 

8 

9 

10 

11 

12 

13 

14 

Allprajects ~with 5 or more units mustperticipete 

in the Inchtsionery· Housing Progrem Section 

415 (chengedfrom e threshokl aflO units). 

15 thet the Section 415 et seq. no longer CI,p-plies to 

16 buiklings of 5 9 units. 

17 
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1 (e .i) Section 415.1 et seq., the lnclusionary Housing Program, shall not apply to: 

2 (1) That portion of a housing project located on property owned by the United 

3 States or any of its agencies,_ or leased by the United States or any of its agencies for a period 

4 in excess of 50 years, with the exception of such property not used exclusively for a 

5 governmental purpose; 

6 (2) That portion of a housing project located on property owned by the State of 

7 California or any of its agencies, with the exception of such property not used exclusively for a 

8 governmental or educational purpose; or 

9 (3) That portion of a housing project located on property under the jurisdiction 

10 of the San Francisco Redevel0J3ment Agency O{fice of Community Investment and Infrastructure or 

11 the Port of San Francisco where the application of Section 415.1 et seq. is prohibited by 

12 California or local law. 

13 ( 4) A 100% pereent affordable housing project in which rents are controlled or 

14 regulated by any government unit, agency or authority, excepting those unsubsidized and/or 

15 unassisted units which are insured by the United States Department of Housing and Urban 

16 Development. The Mayor's Office of Housing and Community Development must represent to 

17 the Planning Commission or Planning Department that the project meets this requirement. 

18 * * * * 

19 (d) Forprojects that have 1'Ccei'.1ed afirst site or buiklingpermitprior to the effective date of 

20 Section 415.1 et seq., the requiJ'Cments in cjfcctprior to the effective date ofScction 415.1 et seq. shall 

21 ttpp./-y:-

22 (e) In ~V-ovember 2012 the voters amended the Charter by adopting Pr0J3osition C "The 

23 Ajferdebk HoU8ing TrTt8t Fund and HoU8ing 1Droduction Incenti'v1cs 11 ·which is, in part, codified fl8 

24 Charter Section I 6. I I 0 ( 111Droposition C''). Te the extent that there is any inconsistency between the 

25 
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1 provisions o,f.Proposition C tmd Sections 415 et seq. or ttny other Plenning Code provisions, 

2 tlie pl''o-visions of Proposition C shttU control. 

3 SEC. 415.5. AFFORDABLE HOUSING FEE. 

4 The fees set forth in this Section 415. 5 will be reviewed when the City completes an Economic 

5 Feasibility Study. Except as provided in Section 415.5(g), all development projects subject to 

6 this Program shall be required to pay an Affordable Housing Fee subject to the following 

7 requirements: 

8 (a) Payment of a Fee. The fee is due and payable to the Development Fee Collection 

g Unit at DBI for deposit into the Citywide Affordable Housing Fund at the time of and in no 

1 O event later than issuance of the first construction document, with an option for the project 

11 sponsor to defer payment to prior to issuance of the first certificate of occupancy upon 

12 agreeing to pay a deferral surcharge that would be deposited into the Downtown Perk Citywide 

13 Affordable Housing Fund, in accordance with Section 107 A.13.15 of the San Francisco Building 

14 Code. 

15 (b) Amount of Fee. The amount of the fee which may be paid by the project sponsor 

16 subject to this Program shall be determined by MOHCD utilizing the following factors: 

17 (1) The number of units equivalent to the applicable off-site percentage of the 

18 number of units in the principal project. The applicable percentage shall be 20% percent [or 

19 housing development projects consisting of 10 dwelling units or more. but less than 25 dwelling units. 

20 The applicable percentage (or development projects consisting of 25 dwelling units or more shall be 

21 33% or thepercentege thttt epplied to the pr-eject ifthepr•eject is subject to the requirements ofttn 

22 eerlier '•'ersion o.f this Progrttm due to the dttte it submitted its epplicetion or thtttpercentttge required 

23 in certttin Specie/ Use Districts or Arce Plttns. For the purposes of this Section 415. 5, the City 

24 shall calculate the fee using the direct fractional result of the total number of units multiplied 

25 
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1 by the applicable percentage, rather than rounding up the resulting figure as required by 

2 Section 415.6(a). 

3 (2) The affordability gap using data on the cost of construction of residential 

4 housing and the Maximum Purchase Price for the equivalent unit size. As ofthe effective date of 

5 this Ordinance No. 62 13,1 },fOHshall use construction cost datafrom the "San Frencisco 

6 lnchtsiontlly Ho1i8ing Program Financial Analysis 2012 "prepared by Seifel Consulting. The 

7 Department and MOHCD shall update the technical report from time to time as they deem 

8 appropriate in order to ensure that the affordability gap remains current. 

9 (3) No later than January 1 of each year follmving the effec#ve date of this 

1 O Ordinance ~Vo. 62 13, MOH CD shall adjust the fee. 1Vo later than December 1 following the effecti',•e 

11 date of this Ordinance }'lo. 62 131 ofeach year, MOH CD shall provide the Planning Department, 

12 DBI, and the Controller with information on the adjustment to the fee so that it can be included 

13 in the Planning Department's and DBl's website notice of the fee adjustments and the 

14 Controller's Citywide Development Fee and Development Impact Requirements Report 

15 described in Section 409(a). MOHCD is authorized to develop an appropriate methodology for 

16 indexing the fee, based on adjustments in the cost of constructing housing and the Maximum 

17 Purchase Price for the equivalent unit size. The method of indexing shall be published in the 

18 Procedures Manual. 

19 (4) For any housing development that is located in an area with a specific a(fordable 

20 housing requirement set forth in a Special Use District, or in any other section ofthe Code such as 

21 Section 419. the higher a(fordable housing requirement shall apply. 

22 * * * * 

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

24 I Housing Program shall be deposited in the Citywide Affordable Housing Fund ("the Fund"), 

25 established in Administrative Code Section 10.100-49. The Mayor's Office of Housing and 
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1 Community Development ("MOHCD") shall use the funds collected under this Section in the 

2 following manner: 

3 (1) Except as provided in subsection (2) below, the funds collected under this 

4 Section shall be used to: 

5 (A) increase the supply of housing affordable to qualifying households 

6 subject to the conditions of this Section; and 

7 (B) provide assistance to low and moderate/middle income homebuyers; 

8 and 

9 (C) pay the expenses of MOHCD in connection with monitoring and 

1 o administering compliance with the requirements of the Program. MOHCD is authorized to use 

11 funds in an amount not to exceed $200,000 every 5 years to conduct follow-up studies under 

12 Section 415.9(e) and to update the affordable housing fee amounts as described above in 

13 Section 415.5(b ). All other monitoring and administrative expenses shall be appropriated 

14 through the annual budget process or supplemental appropriation for MOHCD. 

15 (2) "Small Sites Funds." 

16 (A) Designation of Funds. MOHCD shall designate and separately 

17 account for 10% percent of all fees that it receives under Section 415.1 et seq. that are 

18 deposited into the Citywide Affordable Housing Fund, established in Administrative Code 

19 Section 10.100-49, excluding fees that are geographically targeted such as those referred to 

20 in Sections 415.5(b )(1) and 827(b )(1 ), to support acquisition and rehabilitation of Small Sites 

21 ("Small Sites Funds"). MOHCD shall continue to divert 10 percent of all fees for this purpose 

22 until the Small Sites Funds reach a total of $15 million at which point, MOHCD will stop 

23 designating funds for this purpose. At such time as designated Small Sites Funds are 

24 expended and dip below $15 million, MOHCD shall start designating funds again for this 

25 purpose, such that at no time the Small Sites Funds shall exceed $15 million. When the total 
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1 amount of fees paid to the City under Section 415.1 et seq. totals less than $10 million over 

2 the preceding 12 month period, MOHCD is authorized to temporarily divert funds from the 

3 Small Sites Fund for other purposes. MOHCD must keep track of the diverted funds, however, 

4 such that when the amount of fees paid to the City under Section 415.1 et seq. meets or 

5 exceeds $10 million over the preceding 12 month period, MOHCD shall commit all of the 

6 previously diverted funds and 10 percent of any new funds, subject to the cap above, to the 

7 Small Sites Fund. 

8 (8) Use of Small Sites Funds. The funds shall be used exclusively to 

9 1 acquire or rehabilitate "Small Sites" defined as properties consisting of less tlum ~ 25 units. 

1 O Units supported by monies from the fund shall be designated as housing affordable to 

11 qualifying low income to Moderate/Middle income qualified households as defined set forth in 

12 Section 415.-J.J for no less than 55 years. Properties supported by the Small Sites Funds must 

1 3 be eitheF: 

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

15 (ii) vacant properties that were formerly rental properties as long 

16 as those properties have been vacant for a minimum of two years prior to the effective date of 

17 this legislation; 

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

19 (iv) a Limited Equity Housing Cooperative as defined in 

20 Subdivision Code Sections 1399.1 et seq. or a property owned or leased by a non-profit entity 

21 modeled as a Community Land Trust. 

22 (C) Initial Funds. If, within 18 months from April 23, 2009, MOHCD 

23 dedicates an initial one-time contribution of other eligible funds to be used initially as Small 

24 Sites Funds, MOHCD may use the equivalent amount of Small Sites Funds received from 

25 
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1 fees for other purposes permitted by the Citywide Affordable Housing Fund until the amount of 

2 the initial one-time contribution is reached. 

3 (D) Annual Report. At the end of each fiscal year, MOHCD shall issue 

4 a report to the Board of Supervisors regarding the amount of Small Sites Funds received from 

5 fees under this legislation, and a report of how those funds were used. 

6 (E) Intent. In ffdepting this ordinff1wc rcgffr-ding establishing guidelines tor 

7 Small Sites Funds, the Board of Supervisors does not intend to preclude MOHCD from 

8 expending other eligible sources of funding on Small Sites as described in this Section, or 

g from allocating or expending more than $15 million of other eligible funds on Small Sites. 

1 O (3) For all projects funded by the Citywide Affordable Housing Fund, MOHCD 

11 requires the project sponsor or its successor in interest to give preference as provided}& in 

12 Administrative Code Chapter 47. 

13 

14 SEC. 415.6. ON-SITE AFFORDABLE HOUSING ALTERNATIVE. 

15 The requirements set forth in this Section 415. 6 will be reviewed when the City completes an 

16 Economic Feasibility Study. If a project sponsor is eligible and elects to provide on-site units 

17 pursuant to Section 415.5(g), the development project shall meet the following requirements: 

18 (a) Number of Units. The number of units constructed on-site shall be as follows: 

19 (1) The number of units constructed on-site shall generally be 12% of all units 

20 constructed on the project site for housing development projects consisting of 10 dwelling units or 

21 more, but less than 25 dwelling units. The affordable units shall be affordable to low-income 

22 households. The number of units constructed on-site shall generally be 25% of all units constructed on 

23 the project site for housing development projects consisting of25 dwelling units or more, with a 

24 minimum of 15% ofthe units affordable to low- income households and 10% of the units affordable to 

25 low- or moderate/middle-income households. The Department shall require for housingprojccts 
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1 covered by Section 415.3(e)(l), as a condition of Department approval of a project's building 

2 permit, or by Section 415.3(e)(2), (3) (:lnd (4), as a condition of approval of a Conditional Use 

3 Authorization or Planned Unit Development or as a condition of Department approval of a 

4 live/work project, that 12% or 25% percent, as applicable, of all units constructed on the project 

5 site shall be affordable to qualifying households so that a project sponsor must construct .12 

6 or .25 times. as applicable. the total number of units produced in the principal project. If the total 

7 number of units is not a whole number, the project sponsor shall round up to the nearest 

8 whole number for any portion of .5 or above. 

9 (2) Specific Geographic Areas. For any housing development that is located 

1 O in an area with a specific affordable housing requirement set forth in a Special Use District or 

11 in any other section of the Code such as Section 419, the mere specific higher housing 

12 requirement shall apply ttS Ieng (:lS it is consistent with Ch(:lrter Section 16.110. 

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

14 affordable housing units renting or selling to households at income levels and/or for a rental 

15 rate or sales price below corresponding income thresholds for units affordable to qualifying 

16 low income households, the Commission or the Department shall require that the project 

17 sponsor replace the number of affordable units removed with units of a comparable number of 

18 bedrooms or provide that .J-2- 25% percent of all units constructed as part of the new project 

19 , shall be affordable to qualifying low income or moderate/middle income households, 

20 whichever is greater. 

21 (4) Alrrndy Approved Pr-ejects. Ch(:lrter Section 16.11 O(g) (3) cent(:lins procedures for 

22 ccrffiin projects th(:lt h(:lve been approved but th(:lt hfl:ve net received theirjirst construction document (:lS 

23 de-fined in Section 107A.13.1 of the S(:ln Frtmcisce Building Cede by Jtmu(:lry 1, 2013 to modifo their 

24 conditions ofapprmml under limited circumsffinces. 

25 
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1 (b) Timing of Construction. On-site affordable housing required by this Section 

2 415.6 fl'Ht9f shall be constructed, completed, ready for occupancy, and marketed no later than 

3 the market rate units in the principal project. 

4 (c) Type of Housing. All on-site units constructed under this Section 415.6 shall fftif8f 

5 be provided as ownership units unless the project sponsor meets the eligibility requirement of 

6 Section 415.5(g). All on-site units must be A,gffordable to low income households Qualifying 

7 Households. In general, affordable units constructed under this Section 415.6 shall be 

8 comparable in number of bedrooms, exterior appearance and overall quality of construction to 

g market rate units in the principal project. A Notice of Special Restrictions shall be recorded 

1 o prior to issuance of the first construction document and shall specify the number, location and 

11 sizes for all affordable units required under this 8§.Ubsection @_. The affordable units shall be 

12 evenly distributed throughout the building. For buildings over 120 feet in height. as measured under 

13 the requirements set forth in the Planning Code, the affordable units may be distributed throughout the 

14 lower 213 of the building. as measured by the number offloors. The interior features in affordable 

15 units should be generally the same as those of the market rate units in the principal project, 

16 but need not be the same make, model or type of such item as long as they are of good and 

17 new quality and are consistent with then-current standards for new housing. The square 

18 footage of affordable units does not need to be the same as or equivalent to fhe&e that in 

19 market rate units in the principal project, so long as it is consistent with then-current standards 

20 for new housing. The affordable units are not required to be the same size as the market rate units, 

21 and may be 90% ofthe average size ofthe specified unit type. For buildings over 120 feet in height, as 

22 measured under the requirements set forth in the Planning Code, the average size of the unit type may 

23 be calculated for the lower 213 of the building. as measured by the number o(floors. Where 

24 applicable, parking shall be offered to the affordable units subject to the terms and conditions 

25 of the Department's policy on unbundled parking for affordable housing units as specified in 
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the Procedures Manual and amended from time to time. On-site affordable units shall be 

ownership units unless the project applicant meets the eligibility requirement of Section 

415.5(9). 

* * * * 

SEC. 415.7. OFF-SITE AFFORDABLE HOUSING ALTERNATIVE. 

The requirements set forth in this Section 415. 7 will be reviewed when the City completes an 

Economic Feasibility Study. If the project sponsor is eligible and aelects pursuant to Section 

415.5(g) to provide off-site units to satisfy the requirements of Section 415.1 et seq., the 

project sponsor shall notify the Planning Department and the Mayor's Office of Housing and 

Community Development ("MOHCD") of its intent as early as possible. The Planning 

I Department and MOHCD shall provide an evaluation of the project's compliance with this 

Section 415. 7 prior to approval by the Planning Commission or Planning Department. The 

development project shall meet the following requirements: 

I. 

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

(1) {Af For any housing development eftmy height that is located in an area 

with a specific affordable housing requirement, set forth in Section 419, or elsewhere in this 

Code, the more specific higher off-site housing requirement shall apply. 

(BJ) For housing development projects consisting of] 0 dwelling units or more but less 

than 25 units. the number of units constructed off-site shall be 20%. so that a project applicant shall 

construct .20 times the total number of units produced in the principal project. !(the total number of 

units is not a whole number, the project applicant shall round up to the nearest whole number (or anv 

portion of.5 or above. The off-site affordable units shall be atfprdable to low-income households. 

{fJ3) For housing development projects consisting of25 dwelling units or more. the 

number of units constructed off-site shall be 33%. with 20% ofthe units affordable to low-income 

households and 13% of the units affordable to low- or moderate/middle-income households, so that a 

Supervisors Kim; Peskin, Yee, Mar 
BOARD OF SUPERVISORS Page 39 



1 project applicant shall construct .33 times 20percent so thflt tlproject tfJ3pliC€lnt mbtSt construct .20 

2 #mes Builtl-ings of120 feet tlnd under in height or builtl-ings of over 120 feet in height thflt do not meet 

3 the criterifl in Subsection (C) beww: Except €ls provided in Subsection (A), the Dcptlrtment shflll 

4 require for housingprojects described in Section 415.3(a)(l), (2), (3), tlnd (4) the total number of 

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

6 project applicant shall round up to the nearest whole number for any portion of .5 or above. 

7 fJ1 For any housing development that is located in an area with a specific affordable 

8 housing requirement set forth in a Special Use District, or in any other section of the Code such as 

9 Section 419, the higher affordable housing requirement shall apply. 

10 

11 {G) Buildings a.fever 120 feet in height. Except €ls provided in subsection ?4) 

12 €lbo'e'e, tlte requir-ements of this Subsection shflll B:f3ply te flnyproject thflt is over 120 feet in heigh,t tlnd 

13 does not require €l Zening },{a,p tlmendment or Plflnning Code text tlmendment relflted te its project 

14 appre>fltlls ·which (i) results in €l net incretlse in the number of permissible residentifll units, or (ii) 

15 results in €l m€lterifll incre€l8e in the netpermissible residentifll squtlre footage tlS defined in Section 

16 415.3(6)(2); or hfls not received or ·will not receive €l ZoningAJap tlmendment or Plflnning Code text 

17 tlmendment €lSp€lrt oftln Aretl Plfln fldepted eftcr Januflry' 1, 2006 which (i) results in fl net increftse in 

18 the number o.fpermissible residentifll units, or (ii) results in €l mtlterifll increftse in the netpermissible 

19 residentifll squtlre footage €lS defined in Section 415. 3 (b) (2). The Dcp€lrtment shflll require for hobtSing 

20 projects covered by this Subsection tlnd Section 415. 3(a)(l), flS €l condition o.f Plflnning Dcptlrtment 

21 approvfll oftlproject's builtl-ingpermit, or by this Subsection flnd by Section 415.3(a)(2), (3) tlnd (4), flS 

22 €l condition ofapprovfll &jfl Conditionfll Use Authorixfltion or Plflnned Unit Development or flS €l 

23 condition ofDeptlrtment tfJ3J3rov€ll o.ffl live/rvorkproject, thflt 17percent offlll units constructed on the 

24 p1<oject site shflll be efferdtlblc te qufllifying households so thflt €l project sponsor mbtSt construct .17 

25 times the totfll number ofunitsproduced in theprincip€tlp1<oject. If the tetftl number o.funits is not €l 
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1 vi1hok number, the project sponsor shell round up to the neerest v,;hole number fer eny portion of. 5 or 

2 ebove. Consistent vvith the conclusions o.f the },{QH study eutlwrized in Section 415. 9(e), },{QH shell 

3 1"Cconmwnd end the Boerd o.fSupervisors shell consider whether the requirements of this Subsection 

4 fer buiklings of over 120 feet in heighl shell continue or expire tf:jter Bpproximetelyfive yeersfrom 

5 April 24, 2007. 

6 (b) Timing of Construction: The project sponsor shall insHre ensure that the off-site 

7 units are constructed, completed, ready for occupancy, and marketed no later than the market 

8 rate units in the principal project. In no case shall the Principal Project receive its first 

9 certificate of occupancy until the off-site project has received its first certificate of occupancy. 

10 (c) Location of off-site housing: The project sponsor mU8t insure thet off-site units €f:re 

11 shall be located within one mile of the principal project. 

12 (d) Type of Housing: All off-site units constructed under this Section 415. 7 shall mus-t 

13 be provided as ownership housing for the life of the project unless the project applicant meets 

14 the eligibility requirement of Section 415.S(g). Ifoffered fer ownership, ell effsite units mU8t be 

1 5 efferdeble to hoU8ehokl:s eerning no more then 70% percent of the A},{L or if offered far rent, 

16 Afferdeble to Quelijj·ing Househokl:s et the rentel level. Nothing in this Section shall limit a project 

17 sponsor from meeting the requirements of this Section through the construction of units in a 

18 limited equity or land trust form of ownership if such units otherwise meet all of the 

19 requirements for off-site housing. In general, affordable units constructed or otherwise provided 

20 under this Section 4-1-5;7- shall be comparable in number of bedrooms, exterior appearance and 

21 overall quality of construction to market rate units in the principal project. The total square 

22 footage of the off-site affordable units constructed or otherwise provided under this Section 

23 4-1-5;7- shall be no less than the calculation of the total square footage of the on-site market-

24 rate units in the principal project multiplied by the relevant on-site percentage requirement for 

25 the project specified in this Section 4-1-5;7-. The Notice of Special Restrictions or conditions of 
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1 approval shall include a specific number of units at specified unit sizes - including number of 

2 bedrooms and minimum square footage - for affordable units. The interior features in 

3 affordable units should generally be the same as those of the market rate units in the principal 

4 project but need not be the same make:. model:. or type of such item as long as they are of 

5 new and good quality and are consistent with then-current standards for new housing and so 

6 long as they are consistent with the "Quality Standards for Off-Site Affordable Housing Units" 

7 found in the Procedures Manual. Where applicable, parking shall be offered to the affordable 

8 units subject to the terms and conditions of the Department's policy on unbundled parking for 

9 affordable housing units as specified in the Procedures Manual and amended from time to 

1 O time. If the residential units in the principal project are live/work units which do not contain 

11 bedrooms or are other types of units which do not contain bedrooms separated from the living 

12 space, the off-site units shall be comparable in size according to the following equivalency 

13 calculation between live/work and units with bedrooms: 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Number of Bedrooms (or, for 
Number of Persons in 

live/work units, square foot 
Household 

equivalency) 

0 (Less than 600 square feet) 1 

1 (601 to 850 square feet) 2 

2 (851 to 1, 100 square feet) 3 

3 (1, 101 to 1,300 square feet) 4 

14 (More than 1,300 square feet) 5 

* * * * 

Section 5. The Planning Code is hereby amended by adding Section 415.10, to read 

as follows: 
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1 SEC. 415.10. ECONOMIC FEASIBILITY STUDY TO MAXIMIZE HOUSING 

2 AFFORDABILITY. 

3 (a) Findings. 

4 San Francisco continues to experience a housing crisis that requires a broad spectrum 

5 ofland use and financing tools to address. The Housing Element ofthe City's General Plan calls for 

6 38% of all new housing production to be affordable (or lower income households below 80% of area 

7 median income and 19% of new housing affordable to be built (or moderate/middle income households 

8 up to 120% of area median income. San Francisco's inclusionary housing program, which requires 

9 housing developers to provide affordable units as part of their projects, is a critical component of the 

1 O City's programs to expand a(fordable housing options. The Inclusionary Housing program is one o(the 

11 City's tools (or increasing a(fordable housing dedicated to lower income San Franciscans without 

12 using public subsidies, and in particular it is a useful tool (or creating any affordable housing to meet 

13 the growing need of moderate/middle income households. 

14 The City adopted an Inclusionary Housing ordinance in 2002 that set requirements on market 

15 rate development to include affordable units at 12% ofthe total (or the first time. The inclusionary 

16 program has successfully resulted in more than 2,000 units of below-market, permanently affordable 

17 housing since its adoption. The City prepared a Nexus Study in 2007 in support o(the program. The 

18 report demonstrated the necessary affordable housing in order to mitigate the impacts of market rate 

19 housing, and the inclusionary requirements were increased to 15% of total units. The City's 

20 I inclusionary housing requirements are codified in Section 415 of the Planning Code. The City is now 

21 in the process of updating that nexus analysis. 

22 In 2011, Governor Jerry Brown dissolved the State Redevelopment Agency, which was the 

23 City's primarypermanent fitnding stream (or affordable housing. In 2012. in response to this loss, the 

24 voters amended the San Francisco Charter to create the Af.fprdable Housing Trust Fund, which 

25 included a provision to lower the on-site inclusionary requirement to 12%. In November 2014, in 
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1 response to an escalating affordable housing crisis. the voters passed Proposition K. which set forth a 

2 policy directive to the City to ensure that additional affordable housing is a minimum of33% ofits 

3 overall housing production to low- and moderate/middle-income households up to 120% ofthe Area 

4 Median Income and at least another 17% affordable to households from 120% to 15 0% oft he Area 

5 Median Income. 

6 The Board ofSupervisors has proposed to the voters a Charter amendment that will appear on 

7 the June 7. 2016 ballot. The Charter amendment would authorize the City to enact by ordinance 

8 subsequent changes to the inclusionary housing requirements. including changes to the minimum or 

9 maximum inclusionary or atfgrdable housing obligations applicable to market rate housingprojects. 

1 O On March 1. 2016, the Board of Supervisors unanimously adopted Resolution No. 79-16 

11 declaring that O) it shall be City policy to maximize the economically feasible percentage of affordable 

12 inclusionary housing in market rate housing development to create housing for lower and 

13 moderate/middle income households; (2) ifthe voters adopt the proposed Charter amendment on June 

14 7. the Board intends to adopt a fitture ordinance requiring the Controller and other City departments to 

15 conduct a periodic economic study to maximize affordability in the City's inclusionary housing 

16 requirements.· and (3) the future ordinance would create an advisory committee to ensure that the 

17 economic study is the result of a transparent and inclusive public process. 

18 The purpose ofthis Section 415.10 is to study how to set inclusionary housing obligations in 

19 San Francisco at the maximum economically feasible amount in market rate housing development to 

20 create housing (or low and moderate I middle income households. at the income levels set forth in 

21 Section 415.1 O(d). and with guidance from the City's Nexus Study, which should be periodically 

22 updated. 

23 (b) Triennial Economic Feasibility Analysis. With the support ofindependent consultants as 

24 deemed appropriate by the Controller and with advice on setting qualifications and criteria (or 

25 consultant selection from the Inclusionary Housing Technical Advisory Committee established in 
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1 Administrative Code Chapter 5, Article XXlX, the Controller, in consultation with relevant Citv 

2 Departments and the Inclusionary Housing Technical Advisory Committee, shall conduct a feasibility 

3 study ofthe City's inclusionary affordable housing obligations set forth in Planning Code Section 415 

4 et seq .. including but not limited to the affordable housing fee and on-site and off-site alternatives, and 

5 shall submit a report to the Board of Supervisors by July 31, 2016 and by October 31 for subsequent 

6 years. Thereafter, the Controller, in consultation with the Department and the Inclusionary Housing 

7 Technical Advisory Committee, shall repeat this process at least every 36 months. or more frequently 

8 as deemed necessary by the Controller in response to a significant shift in economic or market 

9 conditions. 

10 (c) Elements of the Economic Feasibility Analysis. The economic feasibility analysis required 

11 by subsection (b) of this Section 415. l 0 shall include sensitivity analyses of key economic parameters 

12 that can vary significantly over time, such as. but not limited to: interest rates; capitalization rates; 

13 equity return rates; land prices; construction costs; project scale, available state and federal housing 

14 finance programs including Low Income Housing Tax Credits readily available {or market rate 

15 housing; tax-exempt bond financing; Federal Housing Administration and US. Department of Housing 

16 and Urban Development mortgage insurance; available City or local housing finance programs, such 

17 as Enhanced Infrastructure District (EIFD) and tax increments; zoning changes that increase or 

18 decrease development potential; variable City exactions, including community benefit fees, capacity 

19 charges, community facilities districts; the value of state density bonus, concessions and incentives 

20 under California Government Code Section 65915 and any other state law that confers value to 

21 development and which project sponsors may attempt to avail themselves ot and public-private 

22 partnership development agreements where applicable and other factors as deemed reasonably 

23 relevant. 

24 (d) Report to Board of Supervisors. The Board of Supervisors may review the feasibility 

25 analyses, as well as the periodic updates to the City's Nexus Study evaluating the necessary affordable 
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1 housing in order to mitigate the impacts of market rate housing. The Board of Supervisors. in its sole 

2 and absolute discretion. will review the feasibility analyses within three months of completion and will 

3 consider legislative amendments to the City's Inclusionary Housing in-lieu fees, on-site, off-site or 

4 other alternatives, and in so doing will seek consultation from the Planning Commission, adjusting 

5 levels ofinclusionary or a(fordable housing obligations and income levels up to maximums as define.d 

6 in Section 415.2, based on the feasibility analvses. with the objective of maximizing affordable 

7 Inclusionary Housing in market rate housing production. and with guidance from the City's Nexus 

8 Study. Any adjustment in income levels shall be adjusted commensurate with the percentage 

9 of units required so that the obligation for inclusionarv housing is not reduced by any change 

1 O in income levels. The Board ofSupervisors may also utilize the Nexus Study in considering 

11 legislative amendments to the Inclusionary Housing requirements. Updates to the City's Inclusionary 

12 Housing requirements shall address affordable housing fees, on-site a((ordable housing and o((-site 

13 affordable housing. as well as the provision of affordable housing available to low-income households 

14 at or below 55% ofArea Median Income (or rental units and up to 80% of Area Median Income (or 

15 I ownership units. and moderate/middle-income households from 80% to 120% of Area Median Income. 

16 

17 Section 6. The Administrative Code is hereby amended by adding Article XXIX, 

18 Sections 5.29-1 through 5.29-7, to Chapter 5, to read as follows: 

19 ARTICLEXXIX: 

20 INCLUSIONARY HOUSING TECHNICAL ADVISORY COMMITTEE 

21 Sec. 5.29-1. Creation o(Advisory Committee. 

22 Sec. 5.29-2. Findings. 

23 Sec. 5.29-3. Membership. 

24 Sec. 5.29-4. Organization and Terms of Office. 

25 Sec. 5.29-5. Duties. 
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1 Sec. 5.29-6. Meetings and Procedures. 

2 Sec. 5.29-7. Sunset. 

3 SEC. 5.29-1. CREATION OF ADVISORY COMMITTEE. 

4 The Board of Supervisors hereby establishes the Inclusionary Housing Technical Advisory 

5 Committee (the "Advisory Committee") of the City and County ofSan Francisco. 

6 SEC. 5.29-2. FINDINGS. 

7 The Board of Supervisors intends that the economic feasibility analysis required by Planning 

8 Code Section 415. l 0 shall be prepared through a transparent and inclusive public process that will 

9 include the Advisory Committee. The feasibility study inputs and assumptions should be based on 

10 documented and verifiable costs of housing development over the fitll course of a business cycle. 

11 SEC. 5.29-3. MEMBERSHIP. 

12 The Advisory Committee shall consist of eight members. All members shall have experience 

13 and expertise in development finance. The Board ofSupervisors shall appoint members to Seats 1 

14 through 4. and the Mayor shall appoint members to Seats 5 through 8. 

15 SEC. 5.29-4. ORGANIZATION AND TERMS OF OFFICE. 

16 (a) Each member shall serve at the pleasure of the member's appointing authority. Each 

17 member appointed to the Advisory Committee in 2016 shall serve until three months after the date the 

18 Controller produces the first economic feasibility analysis required by Planning Code Section 415. l 0, 

19 at which point the member's term shall expire. The Board ofSupervisors and the Mayor shall appoint 

20 new members to the Advisory Committee in anticipation of each subsequent economic feasibility 

21 analysis by the Controller. and those members' terms shall similarly expire three months after the date 

22 the Controller produces the economic feasibility analysis required by Planning Code Section 415. l 0. 

23 Members shall not hold over after the expiration oftheir terms. 

24 If a vacancy occurs in any seat on the Advisory Committee, the appointing authority for 

25 . the vacated seat shall appoint a successor to that seat. 
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1 (c) Members of the Advisory Committee shall receive no compensation from the City for 

2 , serving on the Advisory Committee. 

3 (d) Any member who misses three regular meetings of the Advisory Committee without the 

4 express approval ofthe Advisory Committee at or before each missed meeting shall be deemed by 

5 operation oflaw to have resigned from the Advisory Committee ten days after the third unapproved 

6 absence. The Advisory Committee shall inform the appointing authority ofthe resignation. 

7 (e) The Controller's Office shall provide clerical and administrative support and staffing 

8 (or the Advisory Committee. 

9 SEC. 5.29-5. DUTIES. 

10 (a) The Advisory Committee shall provide input and advice to the Controller, the Mayor, the 

11 Planning Department and the Board o(Supervisors regarding the content of the economic feasibility 

12 analysis required by Planning Code Section 415.10. The Advisory Committee shall hold technical 

13 workshops to evaluate the fiscal feasibility of various inclusionary housing fees and on-site and off-site 

14 alternatives, including evaluating a range ofproject types, inclusionary percentages, and resident 

15 income levels, and assessing whether fiscal feasibility varies within the City across different 

16 neighborhoods. The Advisory Committee may, but is not required to, prepare written reports. 

17 All City departments, commissions, boards, and agencies shall cooperate with the 

18 Advisory Committee in conducting its business. 

19 SEC. 5.29-6. MEETINGS AND PROCEDURES. 

20 The Advisory Committee shall hold a regular meeting not less than once every (our months until 

21 the sunset date set forth in Section 5.29-7. 

22 SEC. 5.29-7. SUNSET. 

23 The Board of Supervisors and Mayor intend the Advisory Committee to last until the enactment 

24 o(an ordinance removing this Article XXIX from the Administrative Code. Notwithstanding Rule 2.21 

25 ofthe Board o(Supervisors Rules of Order, which provides that advisory bodies created by the Board 
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1 should sunset within three years, the Board intends the Advisory Committee to exist {Or longer than 

2 three years. 

3 Section 7. Severability. Clauses of this ordinance are declared to be severable, and if 

4 any provision or clause of this ordinance or the application thereof is held to be 

5 unconstitutional or to be otherwise invalid by any court of competent jurisdiction, such 

6 invalidity shall not affect other provisions of this ordinance. 

7 

8 Section 8. Scope of Ordinance. In enacting this ordinance, the Board of Supervisors 

9 intends to amend only those words, phrases, paragraphs, subsections, sections, articles, 

1 O numbers, punctuation marks, charts, diagrams, or any other constituent parts of the Municipal 

11 Code that are explicitly shown in this ordinance as additions, deletions, Board amendment 

12 additions, and Board amendment deletions in accordance with the "Note" that appears under 

13 the official title of the ordinance. 

14 

15 Section 9. Effective Date. This ordinance shall become effective 30 days after 

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

17 ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board 

18 of Supervisors overrides the Mayor's veto of the ordinance. 

19 

21 

22 

23 

By: 

24 n:\legana\as2016\1600550\01100898.docx 

25 
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