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BILL TITLE: Inclusionary Housing for Baltimore City  

Bill Comparison to Montgomery County code: 
Both the Moderately Priced Dwelling Unit Program (MPDU) in Montgomery County and the Inclusionary Housing (IZ) legislation, introduced by Councilwoman Ramos, provide housing options to those that may be unable to afford certain neighborhoods.  
The MPDU program and IZ both have a rental and buying program. They both have a way for the developer to “get out” of the IZ requirements, but in different ways. The IZ Legislation states, developers are able to receive a waiver from the Housing Commissioner after all other avenues of feasibility have been explored. The MPDU program is similar, but allows the County to enter into “flexible” contracts with a developer to make sure the project is feasible. If feasibility is not reached, the developer is required to pay 3% of each unit’s sales price (in the for-sale program only) to a housing offset fund. 
One major difference is within the requirements themselves. MPDU policy only requires 12-15% of the units to be moderately priced, whereas, IZ Legislation requires 20% across the board. For this reason, MPDU’s program is much more financially feasible for developers. The MPDU program, however, does allow for certain incentives if the developer goes above their statutory requirement. The only incentive Montgomery County provides, other than flexible agreements in extenuating circumstances, is a density bonus, additional height bonus, public benefit points, and impact tax waivers (see attachment). As drafted, the IZ legislation, contains upfront financial incentives to offset costs for developers, to include, “Major Public Subsidies” like selling land for below value, tax credits, etc. Generally, the MPDU program does not offer up-front financial incentives, but because the MPDU legislation has been in affect since the 80s developers have “baked” in these costs over time. It’s also important to note, Montgomery County has a number of neighborhoods where development is booming, which has allowed them to increase MPDU percentages above the original statutory requirements. However, there are neighborhoods where MPDUs are not financially feasible and Montgomery County has recognized this hurdle by waiving MPDUs in these areas of “slower development.” 
Of note, the IZ legislation is broken into two broad parts, the Rental Market and For Sale Market. Within the Rental Market, the IZ bill has different requirements depending on project type. For instance, Project Receiving a “Major Public Subsidy,” Project Benefitting from a Significant Land Use or Rezoning, and Projects with 30 or more units. However, the MPDU program sets the required percentage based off of census-tract level data. For instance, if a projects census tract is “In Planning Areas designated by the planning board, in which 45 percent of the US Census Tracts have a median household income of at least 150% of the county-wide median HHI the amount is 15 percent of units need to be MPDU. All other developments are 12.5%.” This is a way of controlling costs in areas of neighborhoods where market rates cannot support MPDU production. 
In talking with program administrators at Montgomery County, they noted that increased percentages of MPDU units can increase the costs of market rate units to help cover the costs. This could be a slight problem with housing costs already so high. The crux of this policy lands on finding the balance between required MPDU set-asides that don’t kill development. 
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Additional Analysis 
	Inclusionary housing aims to give households the ability to live in neighborhoods they could not otherwise afford. One problem with this could be, the cost of goods and services in these neighborhoods will likely be higher. Households that are defined as extremely low to moderate income will be able to afford housing, but they could realize an increased cost of goods and services in their new neighborhoods. Mostly driven by higher average income in more demanded neighborhoods. This affect is likely small, but could be viewed as an additional barrier to entering into the program. 
Another note, the legislation uses the HUD AMI figures which also incorporate Towson and Columbia. In comparison to those two areas, median household income is much lower in Baltimore City (Median Income: $54,121)1 and thus the AMI calculations are inflated for the City (Towson Median Income: $93,435 Columbia Median Income: $113,592)1. This creates two local issues for Baltimore City: One, Baltimore City will have a higher proportion of households in the lower income brackets of the IZ policy, which makes development even more expensive. Second, more families higher on the income scale will be eligible for IZ units, potentially crowding out those who have a greater need for affordable housing. 
Another aspect, this program would likely incentivize families to move from blighted neighborhoods into in-demand neighborhoods. This would be a huge positive benefit to individual households, but could further exacerbate the vacant crisis currently enveloping the city. To make this program successful, Baltimore should also have detailed plans in place to curb this negative affect to blighted neighborhoods and continue aggressively revitalizing these blighted neighborhoods. Further, Inclusionary zoning makes the most financial sense in “core” submarkets where the market rates are high enough to partially offset IZ unit development costs. So, similar to Montgomery County, IZ requirements would be less feasible in “strong” and “transitional” neighborhoods, as noted in the study released by DHCD and DOF bill report. See map below. 
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1 Census table S1901 “Income in the Past 12 Months” 2021 ACS 5-year estimate 


Full Bulletized Outline of Each Bill’s Notable Statutes: 
Inclusionary Housing for Baltimore City: 
· Housing Commissioner determines the sufficiency of potential cost offsets (within 45 days). 
· Establishment of an Inclusionary Housing Board
§ 2B-31. [2B-21.] [Project receiving major public subsidy] INCLUSIONARY REQUIREMENTS.
· IZ requirement applies to projects with 20 or more residential dwelling units, receives a major public subsidy or significant land use authorization, and is newly constructed, wholly renovated, or converted from a non-residential building. 
· Every residential project needs at least 20% of all dwelling units for rent to be affordable units to low income households. 
· Rental Units 
· At least 30% extremely low rental cost 
· Investment Threshold: $125,000
· At least 25% at or below very low rental cost 
· Investment Threshold: $100,000
· At least 25% at or below low rental cost 
· Investment Threshold: $50,000
· Remainder must be provided to eligible households at a rental cost that does not exceed 1/12th of 30% or 100% AMI. 
· Investment Threshold: $25,000
· Ownership Units: 
· At least 25% very low ownership cost 
· Investment Threshold: $125,000
· At least 50% low ownership cost 
· Investment Threshold: $100,000
· Remainder provided at a moderate ownership cost
· Investment Threshold: $50,000
· If a developer received an additional subsidy or offered to apply for funding for very low and extremely low, up to an additional 5% of units need to be affordable for very low and extremely low households. 
· Housing Commissioner is able to exempt developers, if the additional cost per affordable unit exceeds the basic investment threshold.
§ 2B-22. Project benefitting from significant land use authorization or rezoning.
· Applicable to projects that provide 20 or more residential units and is wholly or partially on property that received a significant land use authorization or a significant rezoning. 
· At least 10% of units are required to be affordable. 
· At least 50% of the total for at or below low affordable cost for ownership OR at or below very low affordable cost for rental units. 
· Remaining units provided at a moderate affordable ownership cost or rent. 
· Developers can apply for a “density bonus” which would allow them to develop an additional 20% of units to make the project more feasible. 
· If still insufficient, the City can provide an additional cash subsidy from the Inclusionary Housing Offset Fund. 
· If further determined as insufficient, the Housing Commissioner can exempt the project or modify the total number of affordable units required so the density bonus or cash subsidies are sufficient. 
§ 2B-23. Other projects – 30 or more units.
· 10% requirement for at or below moderate affordable cost. 
· If all affordable units are provided at or below low affordable housing cost, the developer can apply to Board of Zoning Appeals for 20 additional bonus units to offset costs. Total units still need to be 10% affordable. 
· Investment Threshold’s 
· Rent
· At or Below Very low Cost: $115,000
· At or Below Moderate Cost: $40,000
· Ownership
· At or Below Very Low Cost: $110,000
· At or Below Moderate Cost: $50,000
General Provisions and Definitions: 
· Income Limits - ***Some of these are “ballpark calculations” I did myself because I can’t find the actual levels from HUD.***
· Extremely Low Housing Cost: Household Income (HHI) below 30% AMI 
· For 30% = 
· Very Low Housing Cost: HHI greater than 30% and less than 60% AMI
· For 50% = 
· For 30% = 
· For 60% = 
· Low Housing Cost: HHI greater than 60% and less than 80%
· For 60% = 
· For 80% = 
· Ceiling @ $89,400
· Moderate Housing Cost: HHI greater than 80% and less than 120%
· For 80% = 
· For 120% = 
· “Major Public Subsidy” is the provision provided by the City of Baltimore for a residential project – including, 
· sale of land substantially below its appraised value, 
· payment in lieu of taxes, 
· tax increment financing, grants or loans that exceed 15% of total project costs, 
· tax credits, or any other funds provided by the city. 
· “Additional Cost” difference between major public subsidy required to make development feasible with affordable units compared to the amount of amount of major public subsidy required to make development feasible if it did not include the affordable units. 
· “Investment Threshold” is the additional cost per affordable unit of creating inclusionary units. 
· “Additional Subsidies”: 
· The difference between the rent that would be collected for a market-rate dwelling unit and the rent that would be collected for an affordable unit (Limited to the maximum amount of 15% of the residential project’s property tax liability). 
· A variance from the parking requirements
· A density bonus of up to 20% additional dwelling units calculated based on the number of dwelling units planned for the residential project without any density bonus. 
· Any other available subsidy determined by Commissioner. 
· Rental Units:
· “Continued Affordability” Every unit must remain at affordable level for at least 30 years. Period of affordability begins each time it is transferred. 
· Rent Increases: May not be increased more than the annual cost of living increase percentage. 

Moderately Priced Dwelling Units – Montgomery County 
Applicable Legislative Findings:
1. Encourage the construction of moderately priced housing by allowing optional increases in density, including MPDU density bonus to offset cost of construction. 
2. Amended in 2004 to increase number of developments required from 35 units to 20 units. (Same as our bill) 
3. In2018, Council found availability of affordable housing was still a problem for low- and moderate-income households. The creation of income-restricted affordable housing through construction and preservation is critical as market rents continue to increase. 
4. There is unmet demand for MPDUs with 2, 3, and 4 bedrooms. Providing flexibility that allows MPDU agreements based on square footage, rather than requirements based on the number of bedrooms in market rate units, can help to address this need. 
MPDU Policy: 
· All subdivisions of 20 or more units include a minimum number of MPDUs or make a payment to the Housing Initiative Fund. (Same as our bill) Also, allows for the developer to provide the MPDUs at an off-site location. (Different from our bill)
· Allow the Department of Housing and Community affairs and developers the flexibility to enter into an agreement to meet the needs of low and moderate-income households. 
· County Executive annually sets the eligibility for moderate-income levels for eligibility. 
· Households that rent an MPDU may buy it, but if it is ever sold, they have met the eligibility standards. 
· Households that initially met the eligibility standards may continue to rent the MPDU for the term of the lease if they, at a later date, no longer meet the eligibility standards. 
· If a developer is completing a project between 11-19 units, they are not required to provide MPDUs, but are required to make a payment to the Housing Initiative Fund. 
· Developers can complete a project that is less than 20 units at a specific location without requiring MPDUs, but if they, at a later date, add more units over the 20 thresholds at the same location they need to comply with the MPDU regulation. 
· MPDU amounts
· In Planning Areas designated by the planning board, in which 45 percent of the US Census Tracts have a median household income of at least 150% of the county-wide median HHI the amount is 15 percent of units need to be MPDU. 
· In all other developments 12.5% of the units need to be MPDU. 
· In subdivisions with multifamily housing, the MPDUS must have 3 or more bedrooms. Further, if the subdivisions are multifamily housing, the MPDUS bedroom mix must match the bedroom mix of the market-rate units. 
· In subdivisions with multi and single-family housing, the MPDUs must not have a lower mix than the market-rate housing. 
· MPDUs must be reasonably disbursed throughout the building. 
· If the developer does not comply with the MPDU requirements, they will pay 3% of the sales price for all market-rate units. 
· Sales prices and rents are set by the County Executive. 
· Built-in option for any government authority to purchase MPDUs for their respective objectives. 
· If the MPDU is sold through a foreclosure, all MPDU covenants must be released, and a payment must be made to the Housing Initiative Fund. 
· Executive Regulations: Must maintain a list of all MPDUs
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