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Permitting Fee Waivers and

‘Accessory Dwelling Units

Civil Grand Jury Response
San Francisco Budget and Legislative Analyst’s Office




Civil Grand Jury Report

» Recommendation No. R2:

“Recommends the Board of Supervisors amend existing City
codes and ordinances, before June 30, 2019, to waive or
reduce ADU permit fees, with the understanding that reduced
departmental revenues would be made up from the City’s
general fund.”

Recommendation No. R3:

“Recommends the Board of Supervisors structure fees
separately for ADUs in single family residences and ADUs in
multi-unit buildings, specifically designed to ease the
permitting costs for single family homeowners.”

2/21/2019 San Francisco Budget and Legislative Analyst's Office



Background on ADUs
» Accessory dwelling unit (ADU): residential unit added to
an existing housing lot

In-law units, granny flats, secondary units

- Independent living units with separate kitchens, bathrooms,
and living areas

Small-scale residential infill strategy

» Ordinance No. 162-16 (adopted July 2016) amended the
Planning Code to allow the construction of ADUs on all (
lots that allow for residential use

- 2/2172019 San Francisco Budget and Legislative Analyst's Office 3



Portland and Seattle Case Studies

» Portland: zoning changes, development impact fee
waivers - correlated with an increase in the number of
ADU authorizations

Figure 1: ADU authorizations, Portland, 2000-2016°
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Source: Chapple, et al, 2016.
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Portland and Seattle Experience

» Seattle increased public awareness but did not make
zoning changes or waive permitting fees

Figure 4;: ADU Authorizations, Seattle, 2012-2016
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All Housing in Seattle & Portland

» However, some of the increase may be due to cyclical
increases in construction levels and rising property
values, as opposed to a fee waiver

Figure 2: New Units Autharized, Monthly, Portland Metropolitan Statistical Area Figure 5: Total New Units Authorized, Monthly, Seattle MSA (2000-2018)
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Fee Impact on Property Owners
San Francisco assesses planning and building permit fees, service
and capacity-charges, and development impact fees

On average fees account for nearly 8% total project costs

Fee impact is similar for single family and multi-unit projects

Figure 9: Average Permit Value and Fee Overall and by Residence Type
Single-family  Multi-unit  Other* Total

Number of permits 64 199 12 275
Average permit fee $9,199 $15,345 $9,011 | $13,638
Average project cost b $127,133  $193,798 $123,112 | $175,199

Permit fee as % of

. 7.24% 7.92% 7.32% 7.78%
project cost

Source: Department of Building Inspection.
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Fiscal Impact of Waiving Fees

» The Planning Department, the Department of Building
Inspection, and the Fire Department are the three main
City departments that always charge fees on an ADU
project and receive most of the fee revenue

» SFPUC, the Department of Public Works, and SFUSD may
charge fees depending on the parameters of the ADU
project

» Waiving fees prevents the City from recovering costs
associated with monitoring permitted projects and

mitigating the effects of development on City public
services

2/21/2019 San Francisco Budget and Legislative Analyst's Office



Fiscal Impact of Waiving Fees

» Costs to City departments of approximately S2 million a
year would be spread across permitting departments
(DBI, Planning, Fire)

» Waiving fees would reduce ADU project costs to property
owners by about 8%

» The cost to City departments will be higher if there is an
increase in annual permit issuances

2/21/2019 San Francisco Budget and Legislative Analyst's Office



General Conclusions

» A fee waiver reduces ADU project costs by an average of 8
percent and could encourage property owners to
construct ADUs

» The cost to City departments — based on $2 million per
year in permit fees — would not be significant and would
be spread across more than one department

» Other factors, such as cycles in the construction market
and interest rates, may also affect the public’s interest in
ADUs

2/21/2019 San Francisco Budget and Legislative Analyst's Office 10



Policy Considerations

» Program duration
- Possibility of a pilot program to assess outcomes and costs
» Selection of fees to waive

- The Board of Supervisors could decide to only waive certain
fees or to exclude certain fees from the waiver

- Limiting fees waived would decrease cost savings to property
owners but would allow the City to continue to recover certain
costs or mitigate the impact of development on City services

» Single-family focus
» Update: On February 11, Mayor Breed announced a

proposal to eliminate DBI permitting fees for ADUs and
100% affordable housing projects

L 212172019 San Francisco Budget and Legislative Analyst's Office Il



Questions

Credits
Project staff: Severin Campbell, Linden Bairey, Monica Balanoff, Karl Beitel

Portland and Seattle studies: Urban Land Institute, The Terner Center for Housing
Innovation, and the Center for Community Innovation, (2017), “Jumpstarting the Market for
Accessory Dwelling Units: Lessons Learned from Portland, Seattle and Vancouver”, Karen
Chapple, Jake Wegmann, Farzad Mashhood, and Rebecca Coleman.

Cover image: Robert Bye, Unsplash
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Carroll, John (BOS)

From: Carroll, John (BOS)
Sent: Monday, February 04, 2019 12:14 PM
To: . 'Lori Campbell'; 'Rasha Harvey'; 'Kathleen Lowry'; Valdez, Marie (MYR);

‘civilgrandjury@sftc.org’; Rahaim, John (CPC); Sanchez, Scott (CPC); Gibson, Lisa (CPC);
Jain, Devyani (CPC); Rodgers, AnMarie (CPC); Sider, Dan (CPC); Starr, Aaron (CPC);
Rosenfield, Ben (CON); Rydstrom, Todd (CON); Stevenson, Peg (CON); Lediju, Tonia (CON);
GIVNER, JON (CAT); Somera, Alisa (BOS); Newman, Debra (BUD); Campbell, Severin
(BUD); Clark, Ashley (BUD); Wright, Edward (BOS); Cancino, Juan Carlos (BOS); 'Angulo,
Sunny (sunny.angulo@sfgov.org)'; Anatolia Lubos; 'P Segal'

Subject: 2017-2018 Civil Grand Jury Report - Mitigating the Housing Crisis: Accessory Dwelling Units
and Modular Housing - GAO Committee Follow-up Hearing - February 21, 2019

Categories: 2019.02.21 - GAO, 180701

Good afternoon,

The Government Audit and Oversight Committee has confirmed a hearing date to follow-up on a 2017-2018 Civil Grand
Jury Report.

This message serves to inform you that the Committee will consider the report entitled “Mitigating the Housing Crisis:
Accessory Dwelling Units and Modular Housing” at its regularly-scheduled meeting on Thursday, February 21, 2019, at
10:00 a.m. During this hearing, the Committee will review the recently-released Budget and Legislative Analyst Policy
Analysis Report on Permitting Fees and Accessory Dwelling Unit Construction. ‘

For your convenience, this report is available from the following link:

Permitting Fees and Accessory Dwelling Unit Construction

In the 2017-2018 CGI report, Recommendation Nos. R2 and R3 were directed to the Board of Supervisors for required
response. .

Recommendation R2 reads as follows: “recommends the Board of Supervisors amend existing City codes
and ordinances, before June 30, 2019, to waive or reduce ADU permit fees, with the understanding that
reduced departmental revenues would be made up from the City’s general fund.”

Recommendation R3 reads as follows: “recommends the Board of Supervisors structure fees separately
for ADUs in single family residences and ADUs in multi-unit buildings, specifically designed to ease the
permitting costs for single family homeowners.”

In October of. 2018, the Board of Supervisors responded to both Recommendation Nos. R2 and R3 with the following
text: “requires further analysis, the Budget and Legislative Analyst Office, the San Francisco Planning Department, and
the Office of the Controller should study the correlation between a reduction in permitting fees and an increase in ADU
construction.”

During the February 21, 2019 hearing, the Government Audit and Oversight Committee may consider drafting a
motion updating the Board responses to Recommendation Nos. R2 and R3.

linvite you to review the entire matter on our Legislative Research Center by following the links below:

Board of Supervisors File No. 180701 and
Board of Supervisors Resolution No. 342-18




We look forward to this hearing. Thank you for your review.

John Carroll

Assistant Clerk

Board of Supervisors

San Francisco City Hall, Room 244
San Francisco, CA 94102

(415) 554-4445

MO Click here to complete a Board of Supervisors Customer Service Satisfaction form.
The Legislative Research Center provides 24-hour access to Board of Supervisors legislation and archived matters since August 1998.

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying
information when they communicate with the Board of Supervisors and its committees. All written or oral communications that members of the public submit to the
Clerk's Office regarding pending legislation or hearings will be made available to all members of the public for inspection and copying. The Clerk's Office does not
redact any information from these submissions. This means that personal information—including names, phone numbers, addresses and similar information that a
member of the public elects to submit to the Board and its committees—may appear on the Board of Supervisors website or in other public documents that members
of the public may inspect or copy. SPQSF



Carroll, John (BOS)

From:
Sent:
To:
Cc:

Subject:
Attachments:

Categories:

Loeza, Gabriela (BUD)

Thursday, January 31, 2019 5:19 PM

Calvillo, Angela (BOS); Carroll, John (BOS); BOS Legislation, (BOS); Laxamana, Junko
(BOS); Lew, Lisa (BOS); Major, Erica (BOS); Mchugh, Eileen (BOS); Somera, Alisa (BOS);
Wong, Linda (BOS); Young, Victor (BOS) :

Campbell, Severin (BUD); Bairey, Linden (BUD); Rose, Harvey (BUD); Brousseau, Fred
(BUD)

January 31, 2019 - Permitting Fees and Accessory Dwelling Unit Construction

BLA Policy Report.Accessory Dwelling Units.013119.pdf ‘

180701

Attached please find a copy of the Budget and Legislative Analyst’s report, Permitting Fees and Accessory
Dwelling Unit Construction, prepared for Supervisor Mar, Chair, Government Audit and Oversight
Committee. For further information about this report, please contact Severin Campbell at the Budget and
Legislative Analyst’s Office: 553-4647 or severin.campbell@sfgov.org.

Gabriela Loeza

Budget & Legislative Analyst’s Office
1390 Market Street, Suite 1150

San Francisco, CA 94102

(415) 552-9292



CITY AND COUNTY OF SAN FRANCISCO

BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST
1390 Market Street, Suite 1150, San Francisco, CA 94102
(415)552-9292 FAX (415) 252-0461

Policy Analysis Report

To: Supervisor Gordon Mar, Chair,

Government Audit and Oversight Committee
From: Budget and Legislative Analyst’s Office ‘,G@A"/
Re: Permitting Fees and Accessory Dwelling Unit Construction
Date: January 31, 2019

Summary of Requested Action

Board of Supervisors Resolution 342-18 (File 18-0702) directed the Budget and Legislative
Analyst’s Office to study the correlation between a reduction in permitting fees and an increase
in accessory dwelling unit construction in response to Recommendation No. R2 and
Recommendation No. R3 in the 2017-2018 Civil Grand Jury Report entitled “Mitigating the
Housing Crisis: Accessory Dwelling Units and Modular Housing.”

For further information about this report, contact Severin Campbell at the Budget and
Legislative Analyst’s Office.

Project Staff: Severin Campbell, Linden Bairey, Monica Balanoff, Karl Beitel.

Executive Summary

®»  An accessory dwelling unit (ADU) is a residential unit that is added to an
existing housing lot. San Francisco’s Planning Code allows the construction of
ADUs on all lots in San Francisco that allow residential use. ADUs are
considered an opportunity to increase lower-cost housing, especially in built-
out neighborhoods with little room for large scale development.

= Two other cities — Portland and Seattle — have enacted zoning changes,
waived fees, and/or conducted public outreach to facilitate ADU construction.
The number of new ADU units approved by the city of Portland increased
between 2010, when development impact fees were waived, and 2016, after
design and setback standards were relaxed. The city of Seattle legalized the
construction of detached ADUs in certain neighborhoods in 2014 and
conducted a study of options for increasing construction of ADUs in 2015, but
has not implemented citywide zoning changes or fee waivers. However, the
number of new ADUs approved by the city of Seattle increased between 2014
and 2016 during the period of increased public visibility occasioned by the
city-commissioned study.

Budget and Legislative Analyst’s Office
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»  According to the 2017 joint report published by the Terner Center, the Center
of Community Innovation, and the Urban Land Institute, property owners in
Portland, Seattle, and Vancouver stated that additional rental income (38
percent) and providing space for a family member or caregiver (28 percent)
were the most important factors in deciding to construct an ADU. When asked
what factors discouraged or encouraged property owners to actuélly
undertake new construction, the most commonly cited reasons were changes
in zoning restrictions and financial capacity.

= Qur analysis of new housing construction and housing prices in Portland
suggests that some of the increase in ADU approvals may be due to the overall
housing market, including rising property values, as opposed to changes in
zoning or fee waivers. Between 2010 and 2016, when the number of new
ADUs approved by the city of Portland increased, the total number of new
housing units approved in the Portland area and the Portland Case-Shiller
House Price Index also increased. Between 2014 and 2016, when the number
of new ADUs approved by the city of Seattle increased, the total number of
new housing units approved in the Seattle area also increased.

* In San Francisco, the number of ADU screening forms — the first step in the
ADU permit application process — increased between 2015 and 2018, during
which time the Board of Supervisors approved several changes to the City’s
Planning Code to facilitate construction of new ADUs. More than 70 percent
of the permits for ADU construction are for multi-unit residences. On average,
permit fees make up approximately 8 percent of total ADU project costs.

= ADU permit fees were $2 million in FY 2017-18. Because permit fees are
divided among several City departments, primarily the Planning Department,
the Department of Building Inspection, and the Fire Department, the costs to
waive permit fees would be spread across several departments, representing

- asmall percentage of total department revenues.

=  Waiving ADU permit fees could benefit property owners by reducing project
costs by approximately 8 percent, and would have only a small revenue
impact on City departments. While San Francisco would likely see an increase
in ADU construction if permit fees were waived, other factors, including rising
property values and the potential for rental income, would also likely impact
the decision by San Francisco property owners to construct ADUs.

* If the Board of Supervisors were to approve a fee waiver for ADU permits, the
Board should consider {a) a time-limited program, including a potential pilot
program of two to three years to evaluate the impact of a fee waiver; (b) a
waiver of specific types of fees — such as planning and building permit fees —
but not all potential fees; and (c) whether to waive fees for ADUs constructed
on single-family lots (which make up approximately 20 percent of ADU
permits) in order to specifically waive the permit fee burden on single family
homeowners. :

Budget and Legislative Analyst’s Office
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2017-2018 Civil Grand Jury Recommendations

The 2017-2018 Civil Grand Jury Report entitled “Mitigating the Housing Crisis:
Accessory Dwelling Units and Modular Housing” contains 14 findings and 11
recommendations related to accessory dwelling units (ADUs) and modular
housing. Board of Supervisors Resolution 342-18 (File 18-0702) directed the
Budget and Legislative Analyst’s Office to study the correlation between a
reduction in permitting fees and an increase in accessory dwelling unit
construction in response to Recommendation No. R2 and Recommendation No.
R3:

=  Recommendation No. R2 “recommends the Board of Supervisors amend
existing City codes and ordinances, before June 30, 2019, to waive or
reduce ADU permit fees, with the understanding that reduced
departmental revenues would be made up from the City’s general fund.”

= Recommendation No. R3 “recommends the Board of Supervisors structure
fees separately for ADUs in single family residences and ADUs in multi-unit
buildings, specifically designed to ease the permitting costs for single
family homeowners.”

Accessory Dwelling Units in San Francisco

An accessory dwelling unit (ADU), also known as an in-law unit, granny flat, or
secondary unit, is a residential unit that is added to an existing housing lot. ADUs
may be constructed within the existing building, as an extension to the existing
building, or as a separate structure, and are typically developed using
underutilized spaces within lots, such as garages, storage areas, rear yards, or
attics. ADUs are independent living units with their own kiti:hens, bathrooms, and
living areas. San Francisco’s Planning Code allows the construction of ADUs on all
lots in San Francisco that allow residential use.

The addition of ADUs as a small-scale residential infill strategy may help address
San Francisco’s growing housing demand, high cost of living, and scarcity of
affordable housing. An added unit that is rented out can subsidize a homeowner’s
mortgage or provide additional income, and the renter may pay a lower rent for
an ADU than a full-size standard unit. An ADU is often rented at below-market
rates because of the unit’s size, secondary status, and relatively low costs of
construction. ADUs may also facilitate multi-generational households by housing a
homeowner’s senior parent, college-age child, or other family member.

ADUs are also an opportunity to add new and likely lower-cost housing options in
neighborhoods of San Francisco that are already built out with a single-family
homes or multi-unit apartments and that are not undergoing major development.
The construction of ADUs in these neighborhoods would create new housing
supply in developed areas of San Francisco that otherwise might not have added
additional housing in the short- or long-term future. '

Budget and Legislative Analyst’s Office
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Policy 1.5 of the City’s 2014 Housing Element, which is a required element of the
City’s General Plan, states that “secondary units represent a simple and cost-
effective method of expanding the housing supply. Such units could be developed
to meet the needs of seniors, people with disabilities, and others who, because of
modest incomes or lifestyles, prefer or need smaller units at relatively low rents.”

Ordinance 162-16 (File 16-0657), adopted by the Board of Supervisors on July 26,
2016, amended San Francisco’s Planning Code to allow the construction of ADUs
on all lots in the City that allow for residential use. Prior to Ordinance 162-16 and
subsequent amendments,* construction of ADUs on residential lots was limited by
various requirements in the Planning Code. Section 65852.2 of the California
Government Code provides that any local agency may, by ordinance, provide for
the creation of ADUs in zones that allow for residential use.

Other Cities’ Experiences with ADUs

Fee Waivers and ADU Construction

Only a few cities in the United States of comparable size to San Francisco have
enacted zoning changes and/or fee waivers for the express purpose of facilitating
the construction of ADUs. The experience of two cities, Portland and Seattle,
indicates that zoning changes, fee waivers, and public education to increase
awareness of ADUs are correlated with.an increase in the number of ADUs that
are authorized. These effects are particularly pronounced in Portland, where a
combination of public outreach and education, fee waivers, and subsequent
complementary zoning changes to facilitate ADU construction appear to have
achieved a significant boost in new production.

Fee Waivers, Zoning Changes, and New Construction in Portland and Seattle

A 2017 joint report published by the Terner Center, the Center of Community
Innovation, and the Urban Land Institute attempted to assess whether zoning
changes and fee waivers encouraged the development of ADUs by examining the
number of ADUs authorized in Portland, Seattle, and Vancouver following changes
to zoning laws and the implementation of fee waivers.2 The policy rationale
underlying these policy changes is straightforward. Minimum lot sizes, setbacks,
and on-site parking requirements can render many potential ADUs illegal. Fees
increase the total cost of an ADU project to the property owner, and render ADU
construction non-feasible if project costs exceed the savings or financial capacity
of homeowners. Zoning easements and fee waivers would therefore encourage
new production by making potential ADUs legal and reducing project costs to
property owners interested in constructing an ADU.

' Ordinance 95-17 (File 17-0125), adopted by the Board of Supervisors on May 2, 2017, expanded opportunities for single-
family homes to add ADUs. Ordinance 162-17 (File 17-0434), adopted by the Board of Supervisors on July 18, 2017, amended
Ordinances 162-16 and 95-178 to offer greater flexibility in the Planning Code.

2 Urban Lland Institute, The Terner Center for Housing [nnovation, and the Center for Community Innovation, (2017),
“fumpstarting the Market for Accessory Dwelling Units: Lessons Learned from Portland, Seattle and Vancouver”, Karen
Chapple, Jake Wegmann, Farzad Mashhood, and Rebecca Coleman. :

Budget and Legislative Analyst’s Office



Memo to Government Audit and Oversight Committee
January 31, 2019

City of Portland Fee Waivers and Zoning Changes

Portland enacted regulatory changes in 1997 and 2004 that included reduction in
minimum lot sizes, legalization of garage conversions, and elimination of on-site
parking requirements. These changes were followed in 2008-2009 by a city-wide
organizational and outreach campaign. ADU advocates organized bicycle tours and
various educational events to increase awareness of the multiple environmental,
transit, and social benefits of ADUs. In 2010, the city waived System Development
Charges, which are one-time fees based on the new or increased use of a property
(for example, impact fees for parks, sewers, water, and streets) that average 7
percent of the cost of a new home. Portland subsequently enacted further
regulatory changes, allowing short-term rentals in 2014 and relaxing design and
setback requirements in late 2015.

Figure 1 shows ADU authorizations in Portland between 2000 and 2017. Neither
the 1997 nor 2004 zoning changes appear to have any impact on ADU
authorizations. [n contrast to the negligible effect of zoning changes, the fee
waiver did appear to result in a significant increase in ADU permit authorizations,
which rose from fewer than 50 in 2009 to more than 600 in 2016.

Figure 1: ADU authorizations, Portland, 2000-2016°
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Source: Chapple, et al, 2016.

However, some of the upturn in ADU authorizations may be due to the cyclical
increase in construction levels and rising property values, as opposed to changes
in zoning or effects of a fee waiver. It is difficult to separate the rise in ADU
authorizations from the overall increase in permit issuance that took place
beginning in early 2009, as shown in Figure 2. The post-2009 upturn in overall

3 “STR” stands for “short term rentéls", and “SDC” stands for “system development charges”.
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permit authorizations coincides with recovery from the 2007-2008 recession,
increases in population that have driven a sustained increase in housing demand,
and rising incomes among segments of the renter population. Some of the
increase in ADU authorizations may be due to the more general recovery in new
housing construction. In addition, rising housing prices can provide incentives to
increased ADU construction by increasing the value of home equity. Combined
with very low interest rates during the 2010-2016 periods and the viability of
using home equity loans to finance new construction, these factors may also have
contributed to the observed increase in ADU authorizations.

Figure 2: New Units Authorized, Monthly, Portland Metropolitan Statistical Area
(MSA) (2000-2018)
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Source: St. Louis Federal Reserve FRED.
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Figure 3: Portland Case-Shiller House Price Index, 2000-2018
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City of Seattle

The 2017 Terner Center et al. report also reviewed the effects of zoning change
and educational and outreach efforts on ADU authorizations in Seattle, which has
allowed the construction of attached ADUs since the 1990s. In 2012, Seattle
legalized the construction of detached ADUs in selected neighborhoods. In 2014,
the city engaged in a study of options for increasing the production of ADUs,
which was released in 2015. As seen in Figure 4 below, in the two-year period of
2015-2016, there was a significant increase in ADU permit issuance, with ADU
authorizations rising from a negligible level in 2012 to approximately 75
_authorizations in 2014, and then again to slightly over 200 authorizations in 2016.

However, in contrast to Portland, Seattle has not enacted any major City-wide
zoning easements or fee waivers. The increase in ADU production, to the extent it
is due to local public policy, appears to be due entirely to the increased public
visibility occasioned by the city-commissioned study. However, similar to Portland,
the upturn coincides with the upturn in the construction cycle as seen in Figure 5,
as well as rising housing prices (not shown), strong regional population growth,
and rising wages for certain categories of workers employed in the region’s
technology industry. Therefore, public awareness and the upturri in regional
housing construction and rising home prices, as opposed to policy changes,
appear to be the major factors driving the increase in ADU authorizations in
Seattle.

Budget and Legislative Analyst’s Office



S

Memo to Government Audit and Oversight Committee

January 31, 2019

Figure 4: ADU Authorizations, Seattle, 2012-2016
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Figure 5: Total New Units Authorized, Monthly, Seattle MSA (2000-2018)
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Survey of Property Owners

Aside from the city case studies, the 2017 Terner Center et al. report also
surveyed homeowners in Portland, Seattle, and Vancouver who had constructed
ADUs to determine which factors were most significant to homeowners when
deciding to engage in new development. The most common motives for ADU
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construction identified in the survey results were additional rental income (38
percent) and providing space for a family member or caregiver (28 percent). When
asked what factors discouraged or encouraged property owners to actually
undertake new construction, the most commonly cited reasons were changes in
zoning restrictions and financial capacity. The largest share of homeowners that
developed ADUs financed the project through loans secured against existing home
equity (40 percent) or with cash savings (30 percent), which indicates that new
ADU construction is likely to be influenced by fluctuations in property values of
existing homes and interest rates on long-term home equity loans. Both these
factors were favorable to new construction between 2010 and 2016.

ADUs, Shifting Urban Demograbhics, and Affordability

ADUs may be well suited to providing housing in cities that conform to the type of
demographic profile that currently characterizes San Francisco. The NYU Furman
Center published a report in 2014 that evaluated micro-unit construction as a
means of providing housing that meets the needs and profiles the urban renter
populations in the United States. Urban populations have become generally
younger since 1990, and the percentage of single persons living alone has been
steadily rising over the last five decades, although at a slower rate since 1980. In
the selected comparison cities used in the Furman study, the number of one-
person households in 2011 ranged from 34.5 percent (Austin) to 45.2 percent
(Washington DC), with San Francisco at 37.1 percent.* Because ADUs are typically
occupied by a single individual, or at most a couple, the authors conclude that
ADU development will match the housing needs and preferences of the single
households that compose a significant, and growing, percentage of total urban
households.

In addition, the 2014 Furman study reported that micro-units often rent at higher
rates per square foot but at lower overall rents then larger apartments, which
suggests that ADUs could meet the housing needs of individuals earning at, or
below, area median income (AMI). These conclusions are supported by studies
and working papers published by the Berkeley Institute of Urban and Regional
Development that seek to assess the degree to which ADU production could be
used to promote policy goals such as increasing affordable housing production. In
one working paper, researchers conducted a review of Craigslist data for the
Qakland-Fremont HUD Metro Fair Market Rent Area comparing rental rates for
non-secondary and secondary (ADU) units.” The average secondary unit was
affordable to a single household earning 62.8 percent of AMI, while the average
regular unit was affordable to a household earning 69.3 percent of AML® The
report also found that: (a) 30 percent of all secondary units were affordable to
those earning between 30 and 50 percent of AMI, as opposed to 12 percent of
non-secondary units; {(b) 49 percent of all secondary units were affordable to

* See data at https://statisticalatlas.com/place/California/San-Francisco/Household-Types

® Institute of Urban and Regional Development (2012), “Scaling Up Secondary Unit Production in the East Bay: Impacts and
Policy Implications”. Jake Wegmann, Alison Nemirow, and Karen Chapple.

s Using the standard assumption that a unit is affordable if the household pays no more than 30 percent of income in rent.
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households earning 50-80 percent of AMI, as opposed to 67 percent for non-
secondary units, and; (c) affordability percentages for households earning above
80 percent of AMI were 21 and 20 percent for non-secondary and secondary
units, respectively.

The Institute of Urban and Regional Development also undertook an analysis of
the total increase in potential supply that could be achieved in the half-mile radius
surrounding selected BART stations on the Oakland-Berkeley-Richmond corridor
through zoning changes specifically targeted to encourage ADU construction.
Effects in encouraging affordable housing development and increased transit
usage were generally seen as favorable, with estimates of a potential increase
ranging between 17 to 42 percent.” However, there are no studies of the longer-

- term impacts of zoning changes and fee waivers that allow us to assess whether

these policy changes have significant impacts on construction volumes or housing
affordability over the longer term. The prinhcipal barriers in order of ranked
importance according to surveyed homeowners were parking requirements,
mandated minimum lot size, and development costs.®

The lower overall rents in micro-units reported by the Furman study in 2014, and
in secondary units reported by the [nstitute of Urban and Regional Development
in 2012 may be less evident in San Francisco, which is presently characterized by
very high area median income and very pronounced income disparities. The
Institute of Urban and Regional Development survey of rents in 2012 was for the
Oakland-Fremont area, which in 2012 had a higher percentage of low- to
moderate-income working class residents and less housing pressures than San
Francisco has in 2019. The 2019 housing and rent pressures in San Francisco may
result in higher rents for ADUs.

ADU Permit Applications and Construction in San Francisco

San Francisco has enacted Planning Code changes to facilitate construction of
ADUs. In July 2016, the Board of Supervisors amended the City’s Planning Code to
allow the construction of ADUs on all lots in the City that allow for residential use
with subsequent changes to further facilitate ADU construction.’ Following the
Planning Code changes, the number of screening forms received by the
Department of Building Inspection (DBI), which is the first step in the ADU
application process, increased by nearly three times from 115 between July 2015
and June 2016 to 319 between July 2016 and June 2017. The number of ADU
screening forms submitted to DBI continued to increase in 2017 and 2018, as
shown in Figure 6 below.

7 Institute of Urban and Regional Development (2012}, “Yes, But Will they Let Us Build: The Feasibility of Secondary Units in the

East Bay, Alison Nemirow and Karen Chapple;

® |nstitute of Urban and Regional Development (2012), “Understanding the Market for Secondary Units in the East Bay”. Jake
Wegmann and Karen Chapple. institute of Urban and Regional Development {(2012), “Scaling Up Secondary Unit Production in

the East Bay: Impacts and Policy Implications”. Jake Wegmann, Alison Nemirow, and Karen Chapple.

® As noted above, Ordinance 95-17 (File 17-0125), adopted by the Board of Supervisors on May 2, 2017, expanded
opportunities for single-family homes to add ADUs. Ordinance 162-17 (File 17-0434), adopted by the Board of Supervisors on

July 18, 2017, amended Ordinances 162-16 and 95-178 to offer greater flexibility in the Planning Code
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Figure 6: ADU Screening Forms Submitted, July 2015-November 2018

120
-]
g
.3100 9 r
] ° .
®
% 80 o
E [ )
G
= 60 . -
j =
E i WY
5 40 .
G
wy
-5 20 >
o ™
<
0 T T T T T T T T T T T T T 1
N & & Q"'% 0“9 > o“//\' 0\/'\ ‘b'('\ o"/'\ & P P S
s R S ) S S S S U W S S
R &F & FRE S FRF S E RS
R IR S R R RN SRS = A S LA SO SN
N S T S O ET & &S
\OX'va O\'bvg O\QVLQ\O

Source: Department of Building Inspection.

Most property owners who submitted screening forms between June 2015 and
November 2018 submitted permit applications to construct ADUs. Of the 960
screening forms that DBI received between June 2015 and November 2018, 884
(or 92 percent) submitted permit applications. As of November 30, 2018, 261
permits had been issued and/or approved and construction work had been
completed for 65 permits. DBI calculates that 584 ADUs have been constructed,
are being constructed, or have been approved to begin construction as of
November 30, 2018. (Many ADU projects generate multiple units on a property
under a single project and permit.) Figure 7 below summarizes the status of ADU
project screenings and permits in the 3 % vyear period between June 2015 and

November 2018.

° DBI's database includes screening forms received beginning in the second half of June 2015.

11
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Figure 7: Status of ADU Project Screenings and Permit Applications,
June 2015-November 2018

Under review by Planning 298
Under review by DBI 100
Under review by other agency ° 59
No routing/activity ° 42
TOTAL UNDERGOING PLAN REVIEW 479
Permit issued 210
Permit approved (waiting for pickup) 51
Work completed 65
Permit withdrawn/revised 59
TOTAL PERMITS : 884
No permit application after screening form 76
TOTAL SCREENING FORMS RECEIVED 960

Source: Department of Building Inspection.
? Other City agencies may include the Fire Department, the Department of Public Works, the San
Franusco Public Utilities Commission, and DBI’s Permlt Processing Center.

® Owners have not paid filing fees.
Note: The totals presented above represent ADU projects, not ADU units. Some ADU projects add
multiple dwelling units under a single project and permit. DBI calculates that the completed, issued,
and approved permit applications together have generated 584 ADUs that have been constructed,
are being constructed, or have been approved to begin construction.

Once an ADU project has been reviewed by all necessary departments, DBl may
approve the permit application. In order to issue the permit, the applicant must
pay applicable City fees.

ADU Fee Costs to Property Owners

Types of ADU Fees

The fees assessed on an ADU project include: 1) permit fees, which are fees
imposed by a Department to compensate for the cost of reviewing applications,
issuing permits, and inspecting permitted work; 2) service fees or charges, such as
water and wastewater capacity charges, record retention fees, and other fees or
charges; and 3)development impact fees, which are fees imposed on
development projects to mitigate the impacts on public services, infrastructure,
and facilities.

The Planning Department, DBI, and the Fire Department are the three main City
departments that always charge fees on an ADU project and receive most of the
fee revenues, éccording to DBI. The San Francisco Public Utilities Commission
(SFPUC), the Department of Public Works (DPW), and San Francisco Unified School
District (SFUSD), among other departments, may charge fees depending on the
parameters of the ADU project. ‘

Significant fees that consistently apply to ADU projects include the Building Permit
Fee, the Planning Permit Fee, and the Fire Plan Review Fee, which are always
assessed on permits for new construction or building alterations and are based on

Budget and Legislative Analyst’s Office
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the cost of construction of the project. Other significant fees, including the SFPUC
Water Capacity Charge and the SFUSD School Impact Fee, vary by other
circumstances, and not all of these fees are assessed on all projects.

The fees that apply to an ADU project and the fee value depends on various
factors, including the number of dwelling units to be added, the valuation of the
construction work, changes in the building’s occupancy code, square footage of
the ADU(s), the addition of a house number, increase in water meter size, and
other factors. Examples of valuation-based fees and fees that vary by
circumstance are shown in Figure 8 below. '

Figure 8: Catégories of ADU Fees

Type of Fee Example

Permit fees based on DBI Building Permit Fee, Planning Building Permit Fee, Fire
valuation Plan Review Fee

Other specific fees and PUC Water Capacity Charge, PUC Wastewater Capacity
charges Charge, DBI Records Retention Fee, Building Numbers Fee
Development Impact SFUSD School Impact Fee, Childcare Impact Fee for

fees Residential Projects

Note: This exhibit is not an exhaustive list of all fees that could apply to an ADU project.

ADU Fee Costs to Property Owners

Of the 275 ADU projects that have had fees assessed {210 issued permits and 65
completed permits, as shown in Figure 7 above), the average permit fee paid was
$13,638. On average, fees represent 7.8 percent of the total cost (permit value
plus permit fees) of an ADU project.

Recommendation No. R3 in the Grand Jury’s report recommends that permit fees
for ADUs in single family residences and multi-unit residences be structured
separately, “specifically designed to ease the permitting costs for single family
homeowners.” Single family residences make up nearly one-quarter of ADU
permits (64) and multi-unit residences make up nearly three-quarters of ADU
permits (199). Average total ADU project costs are lower for single family
residences ($127,133) than for multi-unit residences ($193,798). Permit fees
represent 7.24 percent of total project costs for single-family homes and 7.92
percent of total project costs for multi-unit residences.

Figure 9 below summarizes ADU project costs and permit fees overall and for
single-family and multi-unit residences specifically.

Budget and Legislative Analyst’s Office
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Figure 9: Average Permit Value and Fee Overall and by Residence Type
Single-family  Multi-unit  Other® Total

Number of permits 64 199 12 275
Average permit fee $9,199 $15,345 $9,011 | $13,638
* Average project cost ° $127,133  $193,798 $123,112 | $175,199

Permit fee as % of
_project cost
Source: Department of Building Inspection.

7.24% 7.92% 7.32% 7.78%

a: “Other” includes hotels, boarding houses, private garages, and other buildings.

b: The permit value is the cost of construction under the scope of work of the ADU permit as
calculated by DBI based on the Department’s cost schedule.

Note: The fees presented above represent fees per ADU project, not per ADU unit. Some ADU
projects add multiple dwelling units under a single project and permit. Total cost calculated as the
permit value plus the permit fees associated with a project.

Overall, ADU project permit fees have a similar cost impact on single-family homes
and multi-unit homes.

The Fiscal Impact of Waiving ADU Fees

General permit fees are designed to cover the cost to the City of monitoring

permitted projects. Specific fees and charges like capacity charges are intended to

cover the costs of sewer and water line connections or other costs generated by

the project. Development impact fees are designed to mitigate the effects of

development on City public services, such as transportation and schools. Waiving
 these fees would prevent San Francisco from recovering these costs.

Estimations of Annual Cost of Waiving ADU Fees

Fees for ADU permits are paid upon the issuance of the building permit. In FY

2017-18, 142 ADU permits were issued and fees for these permits totaled

$1,914,689. Waiving these fees would cost the City approximately $2 million per
11

year.

The costs of approximately $2 million per year associated with the fee waiver
would be spread out across the permitting departments, primarily the Planning
Department, DBI, and the Fire Department, and to a lesser extent SFPUC, DPW,
SFUSD, and others. These costs will increase if number of issued permits for ADU
projects increases in the future. If the number of issued permits in future fiscal
years is higher than in FY 2017-18, City costs of waiving permit fees will be higher.

™ bBl issued 92 ADU project permits for the first six months of FY 2018-19; if total permits in FY 2018-19 are 184 (or 2x the
permits issued for the first six months), estimated permit costs are $2.5 million, based on average permit costs of $13,638.

Budget and Legislative Analyst’s Office
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Conclusion and Costs and Benefits

Both zoning changes and fee waivers likely contribute to an increase in permit
applications and construction of ADUs. Portland saw an increase in ADU
authorizations after relaxing some zoning restrictions and waiving some fees. San
Francisco saw an increase in ADU screening forms after allowing ADUs to be
constructed on all lots zoned for residential use. Because total housing
construction also increased during the same time period, high housing prices and
low interest rates may have also contributed to an increase in ADU permit
applications and construction.*?

Because permit fees are a significant part of ADU project costs, making up nearly 8
percent of total project costs, waiving permit fees could be an incentive to
property owners to construct ADUs. These savings can offer significant benefit to
property owners, who typically finance ADU projects through loans or the use of
their savings.

Recommendation No. R2 in the Civil Grand Jury report recommends waiving or
reducing ADU permit fees “with the understanding that reduced departmental
revenues would be made up from.the City’s general fund.” However, it is likely
that affected departments will be able to absorb the reduction in revenue without
General Fund assistance. While City departments would incur estimated costs of
approximately $2 million or more per year, these costs would be spread among
several City -departments, including Planning, DBI, and Fire, making up a smaller
percentage of each department’s permitting budget.

Policy Considerations

if the Board of Supervisors were to consider a fee waiver program to encourage
owners of single-family properties to construct ADUs, the following program
components should be considered.

Program duration: The duration of a fee waiver program will affect both the
ongoing fiscal impact and the incentives for property owners. A time-limited
program may cause an increase in ADU construction in the short term, while also
limiting the fiscal impact on City departments. However, if the time limit causes a
spike in ADU permits because property owners want to take advantage of the fee
waiver while it is in place, such an increase would increase the short-term fiscal
impact on the City. The Board of Supervisors could also implement a fee waiver
program for two to three years initially with the option to make a waiver program
permanent. An initial term of two to three years would allow the City to assess
whether the program has successfully encouraged more ADU construction,

2 The 2004 zoning change in Portland removing prohibitions on garage conversions and eliminating parking requirements
occurred at the turning point of the construction cycle, and appeared to have no impact on the overall volume of new permit
authorizations. This period was also characterized by rising interest rates that increased the cost of ADU construction finance.
These factors would dampen the interest in ADU development.

Budget and Legislative Analyst’s Office
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calculate the fiscal impact on the City, and decide whether to make the fee waiver
permanent.

Selection of fees waived: Another policy consideration is the selection of fees to
be waived. This analysis assumes that both permit fees and impact fees would be
waived. However, the Board of Supervisors could decide to only waive permit
fees, to exclude certain impact fees from the waiver, or otherwise to select which

. fees are waived for ADU projects. Limiting the fees waived would decrease the
cost savings to property owners. However, selecting which fees to waive would
offer the Board flexibility and allow the City to continue to recover certain costs or
to mitigate the impacts of development on certain City services.

Single-family homes: Recommendation No. R3 in the Grand Jury report focuses
on single-family homes. The Board of Supervisors could decide to waive fees for
ADUs constructed only on single-family lots in order to specifically alleviate the
permit fee burden on single family homeowners.

Budget and Legislative Analyst’s Office
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B Civil Grand Jury Report o

Finding 10 Recommendation: “Reserve ground floor
space at 1068 Mission and possibly Mission Bay Block 9
for construction training programs, p055|bly facilitated by
CityBuild.”

MOHCD Response: This is a worthy suggestion, but the
ground floor space at 1068 Mission is already

- programmed for homeless services, HSH/DPH operations,
and Ecumenical Community Services’” CHEF’s training
program. MB Block 9 will use the entire ground floor
space for supportive services.
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Civil Grand Jury Report

Finding 11 Recommendation: “DBI should regularly
inspect modular factories outside the City, if those
factories are building housing for the City, to ensure
construction is built to City code.” | |

MOHCD Response: DBI has appointed staff to lead the
process for permitting modular housing. MOHCD and DB
are working together closely to create local code
compliance specifications that will be required for
MOHCD-funded modular housing units. These specs will
be integrated into the state housing inspection process.

|




Civil Grand Jury Report |

Finding 12: “Some current trade union contracts prevent
the City from using modular construction for City-

- sponsored, below-market housing projects, and

- further slow progress on below market housing.”

v

MOHCD Response: While opposition from some building
trades has slowed adoption of modular housing
technologies, no specific trade contracts exist that prevent
the City's use of modular housing.




Civil Grand Jury Report

Finding 13: “It may take as many as five residential
modular construction projects for the City to accurately
assess this alternate construction method, including an
~assessment of cost and time benefits. In addition to the
1068 Mission project, it will be helpful to this assessment
if the pending homeless housing project at Mission Bay
Block 9 is built using modular construction methods.”
MOHCD Response: MOHCD agrees with this finding.
Mission Bay Block 9 will be built using modular
technologies, as will the first Treasure Island affordable
housing development (Maceo May, for homeless vets).




Civil Grand Jury Report

~Additibna| Information from MOHCD:

MOHCD and OEWD are currently working with a
consultant to create a feasibility study/business plan for a
modular housing facility located in San Francisco. It is
expected to be complete by the end of the year.

The goal of building a local factory is to create housing

construction costs savings and quality job opportunities
for local workers.
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Respond to CGJ Recommendations

- 1= Over the last six months, DBI has been meeting
with Planning and other departments to improve
codes/review process relating to ADUs. DBI to

submit joint code recommendations to Board by
April 2019.

« Shared meetlng space already available on fifth
floor of DBI’'s Office at 1660 Mission Street —
has been in place since 2014.

~+» DBI to work with Controller’s Office to develop

- meaningful, outcome-based, performance
metrics on ADU permit approval duration, to be
reported on OpenData starting January 2019.




Mayor’s Executive Directive 18-01

» 6-months to complete existing backlog ADU
applications under review by all City agencies

 4-months to review/approve any new complete |
applications received as of 9/4/18

« Applicants’ design professionals must respond
immediately to department’s review comments

» Bi-weekly progress report from inter-
departmental ADU unit (DBI, Planning), with first
report due to City Hall week of October 1

3



DBIl’'s ADU Current Process

An owner files for ADU permit
application at DBI.

Permit Issuance

If Form 8, can go Over-the-Counter
(OTC) review, which may result in
same-day permit review, approvals
and issuance.

If Form 3, DBI prioritizes permit for
Special ADU Working Group review
to qualify for OTC approval,
available for Building, Structural and
Mechanical Plan review.

Permit application routed back to
Planning after inter-departmental
review and approvals. Costa
Hawkins agreement and notice of
special restrictions review by
Planning required.




Recent Improvements to Process

Since May 2018, DBI has implemented the following new protocols:

* DBI fast-tracks plan review of ADU permits by approving them
through Over-The-Counter (OTC) review, which includes building, N
structural and mechanical. Permit applicant thus may receive
DBI approval the same day, reducing wait-times for most.

* DBI coordinates with SF Planning to allow DBI plan review to
occur simultaneously while Planning conducts its review.

N DBI established Special ADU Review Unit led by an experienced
Benior plan checker to fast-track and prioritize review by DBI staff of ADU permits.

* SF Planning review occurs both at the beginning and the end of the plan review process to ensure
Planning requirements are fuffilled.



Amendments Upcoming |

)« DBI participates in Supervisor Tang’s ADU working group with
Planning, Fire, SFPUC, Public Works to improve streamlining
- procedures and reviews.

« Examples include:

— Assembling all agency ADU Checklists, and posting these on the
DBI web site.

— Recent passage of Supervisor Tang’s Planning Code amendments
to allow owners to pay in-lieu fee instead of Street Tree
requirements.

— Possible Building Code amendment coming to require Pre-
Application meeting with DBI, Fire and Planning for complicated,
mid-block ADU with single tradesmen exit.



CURRENT NUMBERS

P

ADU units applied for S, || 889 - L T SRl |

Appllcatlon backlog and walt tlme for 65 Average Walt tlme is 19 days between
each application : : arrival and approval

ADU units approved and issued 345

ADUunitsbuilt 85

ADU units approved & bunt subject to rent 74
control | o




Factory-Built Housing (FBH)

) Factory-built housing certified by the State, and receives
State approval to show compliance with State building
code requirements.

« DBI has a regulatory role to inspect the assembly and
installation of the factory-built housing units within the
proposed construction, after onsite installation.

- DBI provides foundation review and approval, in addition
-to conducting and approving R-2 building life-safety
- systems.
« Current Process Used:
— Work with architect/engineers on local code amendments
to be incorporated into design documents of proposed FBH.




QUESTION & ANSWER
Thank you!

Daniel Lowrey, Deputy Director of Permit Services
Daniel.Lowrey@sfgov.org




Carroll, John (BOS)

From: - Carroll, John (BOS)
Sent: Friday, September 07, 2018 3:23 PM
To: ' . Lori Campbeli; Rasha Harvey; Kathleen Lowry; Valdez, Marie (MYR); ‘civilgrandjury@sftc.org’;

Karunaratne, Kanishka (MYR); Tugbenyoh, Mawuli (MYR); Power, Andres (MYR); Hartley,
Kate (MYR); Flannery, Eugene (MYR); Chan, Amy (MYR); Rahaim, John (CPC); Sanchez,
Scott (CPC); Gibson, Lisa (CPC); Jain, Devyani (CPC); Rodgers, AnMarie (CPC); Sider, Dan
(CPC); Starr, Aaron (CPC); Hui, Tom (DBI); Strawn, William (DBI); Jayin, Carolyn (DBI);
Hayes-White, Joanne (FIR); Alves, Kelly (FIR); Nuru, Mohammed.(DPW), Steinberg, David
(DPW); Spitz, Jeremy (DPW); Blot, Jennifer (DPW); Thomas, John (DPW); Liu, Lena (DPW);
Kelly, Jr, Harlan (PUC); Ellis, Juliet (PUC); Hood, Donna (PUC); Scarpulia, John (PUC);
Whitmore, Christopher (PUC); Rosenfield, Ben (CON); Rydstrom, Todd (CON); Stevenson,
Peg (CON); Lediju, Tonia (CON); Kositsky, Jeff (HOM); Cohen, Emily (HOM); Sesay, Nadia
(CI); GIVNER, JON (CAT); Somera, Alisa (BOS); Newman, Debra (BUD); Campbell, Severin
(BUD); Clark, Ashley (BUD); Somera, Alisa (BOS); Pereira.Tully, Marisa (MYR); Duong, '
Noelle (BOS); 'Angulo, Sunny (sunny.angulo@sfgov.org)'; Cancino, Juan Carlos (BOS)
Sandoval, Suhagey (BOS) '

Subject: 2017-2018 Civil Grand Jury Report - Mitigating the Housing Crisis: Accessory Dwelling Units

' and Modular Housing - GAO Commlttee Hearing - October 3, 2018

Good afternoon,

The Government Audit and OverSIght Commlttee has conflrmed its schedule to hear the 2017-2018 Civil Grand Jury
reports.

"This message serves to inform you that the Committee will consider the report entitled “Mitigating the Housing Crisis:
Accessory Dwelling Units and Modular Housing” at its regularly-scheduled meeting on October 3, 2018, at 10:00 a.m. At
this meeting, the Committee will hear presentations from the Civil Grand Jury, and review the responses from the
departments required to respond to the Civil Grand Jury’s findings and recommendatlons

The Board of Supervisors is a named respondent for this particu_lar Civil Grand Jury report; the Government Audit and
Oversight Committee will consider a resolution responding to the Civil Grand Jury report during this me_etihg.

The Office of the Clerk of the Board received responses to this Civil Grand Jury report from the Office of the Controller;
and, the Mayor’s Office submitted a consolidated response to the Civil Grand Jury Report for the following departments:
Office of the Mayor; Mayor’s Office of Housing and Community Development; Department of Building Inspection;
Planning Department; Office of Community Investment and Infrastructure; Fire Department; Department of
Homelessness and Supportive Housing; Public Utilities Commission; and Public Works. Please let me know in a response
email who to expect in attendance from these departments to present and respond to questions raised by the

. Committee membership.

We look forward to this hearing. Thank you for your review.

l-invite you to review the entire rriatt_eE on our Legislative Research Center by following the link below:

Board of Supervisors File No. 180702

John Carroll

Assistant Clerk

Board of Superwsors

San Francisco City Hall, Room 244
'San Francisco, CA 94102

(415) 554-4445



Carroll, John (BOS)

From: Carroll, John (BOS)

Sent: ' - Thursday, September 06, 2018 11:23 AM

To: Valdez, Marie (MYR); BOS-Supervisors

Cc: BOS-Legislative Aides; Calvillo, Angela (BOS); cwnlgrandjury@sftc org’; Karunaratne,

Kanishka (MYRY); Tugbenyoh, Mawuli (MYR); Power, Andres (MYR); Hartley, Kate (MYR);
Flannery, Eugene (MYRY); Chan, Amy (MYR); Rahaim, John (CPC); Sanchez, Scott (CPC);
Gibson, Lisa (CPC); Jain, Devyani (CPC); Rodgers, AnMarie (CPC); Sider, Dan (CPC); Starr,
Aaron (CPC); Hui, Tom (DBI); Strawn, William (DBI); Jayin, Carolyn (DBI); Hayes-White,
Joanne (FIR); Alves, Kelly (FIR); Nuru, Mohammed (DPW); Steinberg, David (DPW); Spitz,
Jeremy (DPW); Blot, Jennifer (DPW); Thomas, John (DPW); Liu, Lena (DPW); Kelly, Jr,
Harlan (PUC); Ellis, Juliet (PUC); Hood, Donna (PUC); Scarpulia, John (PUC); Whitmore,
Christopher (PUC); Rosenfield, Ben (CON); Rydstrom, Todd (CON); Stevenson, Peg (CON);
Lediju, Tonia (CON); Kositsky, Jeff (HOM); Cohen, Emily (HOM); Sesay, Nadia (Cll);
GIVNER, JON (CAT); Somera, Alisa (BOS); Newman, Debra (BUD); Campbell, Severin
(BUD); Clark, Ashley (BUD); Lori Campbell; Kathleen Lowry; Rasha Harvey; Board of
Supervisors, (BOS); Mchugh Eileen (BOS); Somera, Alisa (BOS); Pereira.Tully, Marisa
(MYR)

Subject: RE: 2017-2018 Civil Grand Jury Report - Hearing - Civil Grand Jury Report - Mltlgatmg the
Housing Crisis: Accessory Dwelling Units and Modular Housing

Categories: 180701, 180702

Thank you for sending the revised response, Ms. Valdez.

| have updated the Board’s files on this report, to reflect receipt. The below links will now take interested parties to the
revised documents from the Office of the Mayor.

Clerk of the Board Memo - September 5, 2018

Consolidated Response - Mayor - September 3, 2018

] invite you to review the entire matter on our Legislative Research Center by following the link below:

Board of Supervisors File No. 180701

For the information of all the recipients of this message: I'm working with the Office of the Chair of the Government
Audit and Oversight Committee to finalize the hearing schedule for this year’s Civil Grand Jury reports. We should be
ready to announce the hearing dates within the day, so expect to see a future message from me in your inbox.

Best to you al,

John Carroll

Assistant Clerk

Board of Supervisors

“San Francisco City Hall, Room 244
San Francisco, CA 94102

(415) 554-4445

MO Ciick here to complete a Board of Supervisors Customer Service Satisfaction form.

- The Legislative Research Center provides 24-hour access to Board of Supervisors legislation and archived matters since August 1998.



Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying
information when they communicate with the Board of Supervisors and its committees. All written or oral communications that members of the public submit to the
- Clerk's Office regarding pending legislation or hearings will be. made available to all members of the public for inspection and copying. The Clerk's Office does not
redact any information from these submissions. This means that personal information—including names, phone numbers, addresses and similar information that a
member of the public elects to submit to the Board and its committees—may appear on the Board of Supervisors website or in other public documents that members
of the public may inspect or copy. :

From: Valdez, Marie (MYR)

Sent: Thursday, September 06, 2018 10:23 AM

To: Carroll, John (BOS) <john.carroll@sfgov.org>; BOS-Supervisors <bos-supervisors@sfgov.org>

Cc: BOS-Legislative Aides <bos-legislative_aides@sfgov.org>; Calvillo, Angela (BOS) <angela.calvillo@sfgov.org>;
‘civilgrandjury@sftc.org' <civilgrandjury@sftc.org>; Karunaratne, Kanishka (MYR) <kanishka.cheng@sfgov.org>;
Tugbenyoh, Mawuli (MYR) <mawuli.tugbenyoh@sfgov.org>; Power, Andres (MYR) <andres.power@sfgov.org>; Hartley,
Kate (MYR) <kate.hartley@sfgov.org>; Flannery, Eugene (MYR) <eugene.flannery@sfgov.org>; Chan, Amy (MYR)
<amy.chan@sfgov.org>; Rahaim, John (CPC) <john.rahaim@sfgov.org>; Sanchez, Scott (CPC)
<scott.sanchez@sfgov.org>; Gibson, Lisa (CPC) <lisa.gibson@sfgov.org>; Jain, Devyani (CPC) <devyani.jain@sfgov.org>;
Rodgers, AnMarie (CPC) <anmarie.rodgers@sfgov.org>; Sider, Dan (CPC) <dan.sider@sfgov.org>; Starr, Aaron (CPC)
<aaron.starr@sfgov.org>; Hui, Tom (DBI) <tom.hui@sfgov.org>; Strawn, William (DBI) <william.strawn@sfgov.org>;
Jayin, Carolyn (DBI) <carolyn.jayin@sfgov.org>; Hayes-White, Joanne (FIR) <joanne.hayes-white @sfgov.org>; Alves, Kelly
(FIR) <kelly.alves@sfgov.org>; Nuru, Mohammed (DPW) <mohammed.nuru@sfdpw.org>; Steinberg, David (DPW)
<david.steinberg@sfdpw.org>; Spitz, Jeremy (DPW) <Jeremy.Spitz@sfdpw.org>; Blot, Jennifer (DPW)
<jennifer.blot@sfdpw.org>; Thomas, John (DPW) <John.Thomas@sfdpw.org>; Liu, Lena (DPW) <lena.liu@sfdpw.org>;
Kelly, Jr, Harlan (PUC) <HKelly@sfwater.org>; Ellis, Juliet (PUC) <JEllis@sfwater.org>; Hood, Donna (PUC)
<DHood@sfwater.org>; Scarpulla, John (PUC) <JScarpulla@sfwater.org>; Whitmore, Christopher (PUC)
<CWhitmore@sfwater.org>; Rosenfield, Ben (CON) <ben.rosenfield@sfgov.org>; Rydstrom, Todd (CON)
<Todd.Rydstrom@sfgov.org>; Stevenson, Peg (CON) <peg.stevenson@sfgov.org>; Lediju, Tonia (CON)
<tonia.lediju@sfgov.org>; Kositsky, Jeff (HOM) <jeff.kositsky @sfgov.org>; Cohen, Emily (HOM)
<emily.cohen@sfgov.org>; Sesay, Nadia (Cll} <nadia.sesay@sfgov.org>; GIVNER, JON (CAT) <Jon.Givner@sfcityatty.org>;
Somera, Alisa (BOS) <alisa.somera@sfgov.org>; Newman, Debra (BUD) <debra.newman@sfgov.org>; Campbell, Severin
{BUD) <severin.campbell@sfgov.org>; Clark, Ashley (BUD) <ashley.clark@sfgov.org>; Lori Campbell
<lori.j.campbell@comcast.net>; Kathleen Lowry <kathie.l.lowry@gmail.com>; Rasha Harvey <r.harvey@sfcgj.org>;
Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org>; Mchugh, Eileen (BOS) <eileen.e.mchugh@sfgov.org>;
Somera, Alisa (BOS) <alisa.somera@sfgov.org>; Pereira.Tully, Marisa (MYR) <marisa.pereira.tully@sfgov.org>

Subject: RE: 2017-2018 Civil Grand Jury Report - Hearing - Civil Grand Jury Report - Mitigating the Housing Crisis:
Accessory Dwelling Units and Modular Housing '

Good morning,

An update has been made to the letter that accompanies the consolidated response from the Office of the Mayor to the
2017-2018 Civil Grand Jury report entitled “Mitigating the Housing Crisis: Accessory Dwelling Units and Modular
‘Housing.” The Superior Court has agreed to accept the updated letter as part of the official response. We ask that the
Clerk of the Board of Supervisors please update Legistar to replace the filed letter with this final submission. Please find
the updated letter attached and retain only this version for your records.

Thank you,

Marie Valdez

Mayor’s Office of Public Policy and Finance
City and County of San Francisco
marie.valdez@sfgov.org|(415) 554-5965




From: Carroll, John (BOS)

Sent: Wednesday, September 05, 2018 4:13 PM

To: BOS-Supervisors <bos-supervisors @sfgov.org> v

Cc: BOS-Legislative Aides <bos-legislative aides@sfgov.org>; Calvillo, Angela (BOS) <angela.calvillo@sfgov.org>;
'civilgrandjury@sftc.org' <civilgrandjury@sftc.org>; Karunaratne, Kanishka (MYR) <kanishka.cheng@sfgov.org>;
Tugbenyoh, Mawuli (MYR) <mawuli.tugbenyoh@sfgov.org>; Power, Andres (MYR) <andres.power@sfgov.org>; Valdez,
Marie (MYR) <Marie.Valdez@sfgov.org>; Hartley, Kate (MYR) <kate.hartley@sfgov.org>; Flannery, Eugene (MYR)
<eugene.flannery@sfgov.org>; Chan, Amy (MYR) <amy.chan@sfgov.org>; Rahaim, John (CPC) <john.rahaim@sfgov.org>;
Sanchez, Scott (CPC) <scott.sanchez@sfgov.org>; Gibson, Lisa (CPC} <lisa.gibson@sfgov.org>; Jain, Devyani (CPC)
<devyani.jain@sfgov.org>; Rodgers, AnMarie (CPC) <anmarie.rodgers@sfgov.org>; Sider, Dan (CPC)
<dan.sider@sfgov.org>; Starr, Aaron (CPC) <aaron.starr@sfgov.org>; Hui, Tom (DBI) <tom.hui@sfgov.org>; Strawn,
William (DBI) <william.strawn@sfgov.org>; Jayin, Carolyn (DBI) <carolyn.jayin@sfgov.org>; Hayes-White, Joanne (FIR)
<joanne.hayes-white @sfgov.org>; Alves, Kelly (FIR) <kelly.alves@sfgov.org>; Nuru, Mohammed (DPW)
<mohammed.nuru@sfdpw.org>; Steinberg, David (DPW) <david.steinberg@sfdpw.org>; Spitz, Jeremy (DPW)
<Jeremy.Spitz@sfdpw.org>; Blot, Jennifer (DPW) <jennifer.blot@sfdpw.org>; Thomas, John (DPW)
<John.Thomas@sfdpw.org>; Liu, Lena (DPW) <lena.liu@sfdpw.org>; Kelly, Jr, Harlan (PUC) <HKelly@sfwater.org>; Eliis,
Juliet (PUC) <JEllis@sfwater.org>; Hood, Donna (PUC) <DHood@sfwater.org>; Scarpulla, John (PUC)
<JScarpulla@sfwater.org>; Whitmore, Christopher (PUC) <CWhitmore@sfwater.org>; Rosenfield, Ben (CON)
<ben.rosenfield@sfgov.org>; Rydstrom, Todd (CON) <Todd.Rydstrom@sfgov.org>; Stevenson, Peg (CON)
<peg.stevenson@sfgov.org>; Lediju, Tonia (CON) <tonia.lediju@sfgov.org>; Kositsky, Jeff (HOM)
<jeff.kositsky@sfgov.org>; Cohen, Emily (HOM) <emily.cohen@sfgov.org>; Sesay, Nadia (Cil) <nadia.sesay@sfgov.org>;
GIVNER, JON (CAT) <Jon.Givner@sfcityatty.org>; Somera, Alisa (BOS) <alisa.somera@sfgov.org>; Newman, Debra (BUD)
<debra.newman@sfgov.org>; Campbell, Severin (BUD) <severin.campbell@sfgov.org>; Clark, Ashley (BUD)
<ashley.clark@sfgov.org>; Lori Campbell <lori.j.campbell@comcast.net>; Kathleen Lowry <kathie.l.lowry@gmail.com>;
Rasha Harvey <r.harvey@sfcgj.org>; Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org>; Mchugh, Eileen
(BOS) <eileen.e.mchugh@sfgov.org>

Subject: 2017-2018 Civil Grand Jury Report - Hearlng Civil Grand Jury Report - Mitigating the Housing Crisis: Accessory
Dwelling Units and Modular Housing

Supervisors:

The Office of the Clerk of the Board has received required responses to the 2017-2018 Civil Grand Jury report
entitled “Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing,” from the Office of the
Controller and the Office of the Mayor. The Office of the Mayor submitted a consolidated response on behalf of the
Mayor’s Office of Housing and Community Development, the Department of Building Inspection, the Planning
Department, the Office of Community Investment and Infrastructure, the Fire Department, the Department of
Homelessness and Supportive Housing, the Public Utilities Commission, and Public Works. Please find the foIlowmg link
to an informational memo from the Clerk of the Board of Supervisors, and direct links to the responses.

Clerk of the Board Memo - September 5, 2018

5 Controller Response - August 17, 2018

Consolidated Response - Mayor - September 3, 2018

Please note that the Board of Supervisors is required to respond by resolution to this Civil Grand Jury report. The
Government Audit and Oversight Committee will consider the subject report, along with the responses, and will prepare
‘the Board's official response by Resolution for the full Board's consideration at an.upcoming hearing.

3
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| invite you to review the entire. matter on our Legislative Research Center by following the link below:

Board of Supervisors File No. 180701

Thank you,

John Carrolt
Assistant Clerk
- Board of Supervisors
San Francisco City Hall, Room 244
San Francisco, CA 94102
(415) 554-4445

MO Click here to complete a Board of Supervisors Customer Service Satisfaction form.
The Legislative Research Center provides 24-hour access to Board of Supervisors legislation and archived matters since August 1998.

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying
information when they communicate with the Board of Supervisors and its committees. All written or oral communications that members of the public submit to the
Clerk's Office regarding pending legislation or hearings will be made available to all members of the public for inspection and copying. The Clerk's Office does not
redact any information from these submissions. This means that personal information—including names, phone numbers, addresses and similar information that a
member of the public elects to submit to the Board and its committees—may appear on the Board of Supervisors website or in other public documents that members
of the public may inspect or copy.



LONDON N. BREED
MAYOR

OFFICE OF THE MAYOR
SAN FRANCISCO

September 3, 2018

The Honorable Teri L. Jackson

Presiding Judge, Superior Court of California, County of San Francisco
400 McAllister Street, Room 008 '
San Francisco, CA 94102

Dear Judge Jackson: |

Pursuant to Penal Code sections 933 and 933.05, the following is in reply to the 2017-18 Civil Grand Jury
report, Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing. We would like to thank the
members of the Civil Grand Juty for their efforts to promote innovative methods to alleviate the C1ty S
housing crisis.

We strongly agree with premise of the report: that the City must build significantly more housing to meet
the needs of a growing City. We agree that non-traditional types of building, like Accessory Dwelling Units
(ADUs) and modular housing, have tremendous potential to add to the City’s housing supply while
requiring less public subsidy, less time to build, and fewer of the impacts to neighborhood character that
often generate opposition to new housing. We agree that for both ADUs and modular housing, the City
needs to take concrete action to facilitate the adoptlon of the technology through smatt public policy and
comprehensive commumty outreach.

With regards to ADUs, we acknowledge that the lengthy perrmttmg process and strict bqudlng codes are
one reason more ADUs have not been built. Through better coordination between City departments,
permitting times have already fallen significantly. We will continue to strive for more improvement. The City .
has already taken significant action to make the planning, building, and fire codes less of an obstacle for
propetty ownets who wish to build ADUs in their building. That is why the Mayor issued an Executve
Directive on Thursday, August 30th to both speed up the process of approving new ADU applications and
clear the backlog of older applications. From this point forward, it should only takes four months for the
City to review a completed application to construct an ADU and only six months to clear the 900 unit .
backlog of permits. There exists significant potential to make the building codes less restrictive and more
flexible — allowing easier and more affordable construction of ADUs with no diminished safety for
residents. However, elements of the building and fire code that are governed by the State code do not allow
the City to make our local code less restrictive. This remains a significant challenge.

With regards to modular housing, we are supportive of the establishment of a union-staffed modular
housing factory in the City limits. This will ensure a sufficient supply of housing units to serve the City’s
affordable housing pipeline for formerly homeless individuals while guaranteeing quality control and code
compliance. Furthermore, it will leverage the skills and capacity of ourlocal bu.lldmg trades, protecting local
jobs while delivering housing in 2 shorter time at 2 lower cost.

While we are not named as respondants to the report’s Finding 1, we wanted to take this opportunity to
trespond to the Finding, which states that San Francisco “has produced more than the required market rate
housing to satisfy demand, but not nearly enough below market rate housing.” We agree that production of
below market rate housing has not met minimum targets in the Regional Housing Needs Assessment

1‘ DR. CARLTON B. GOODLETT PLACE, Room 200
SAN FRANCISCO, CALIFORNIA 94102-4681 -
TELEPHONE: (415) 554-6141



(RHNA) and has not met the needs of tens of thousands of low and moderate income households that are
cost butdened or face other housing challenges. Regarding production of tnarket rate housing, however, we
believe that meeting minimum production targets in RHNA is not the same as meeting market demand and
that thete is ample evidence that demand from higher income households has exceeded production, placing
greater pressures on the City’s housing stock and residents with low to middle incomes. Therefore, the need
to facilitate housing production highlighted in the report extends to housing for all income groups.

A detailed response from the Mayor’s Office, Mayor’s Office of Housing and Community
Development, Department of Building Inspection, Department of City Planning, Department of
Homelessness and Supportive Housing, Department of Public Works, Fire Department, Office of
Community Investment and Infrastructure, and Public Utilities Commission to the Civil Grand
Jury’s findings and recommendations ate attached.

Thank you again for the opportunity to comment on this Civil Gtand Jury rep‘or’t.

Sincetely,

London N. Breed
Mayor

/&ﬁm T, C- Yhur

Director, Mayor’s Office of
Housing and Community Director, Depattment of
Development Building Inspection

oeatis S @wﬁwm G

Executive Director, Office of Directot, Department of
Community Investment and . Homelessness and Supportive
Infrastructute Chief, Fire Department Housing




Rl 27

General Manager, Public Utilities
Commission

Directot, Public Wotks



RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

Report Title “Fé ). Finding Respondent Asslgned by | Finding Response Finding Response Text R¥ Recommendation Respondent Assigned by /| Recommendation Recommendation Response Text
[Publication Date] (text may be duplicated dus to spanningand <G * {AgreefOisagree} ) [tor F¥) | ({text may be duplicated due to spanning and 6l Response .
multiple sffectst - (| Dus Ditel ! multiole effects) 1 Dus Date]

Mitigating the F1 The City has produced more than the required .

HousIng Crisls: market rate housing to satisfy market demand

Accessory Dwelling uslng traditional bullding practices, but not *

Units and Modular nearly enough below market rate housing.

Houslng Taking better advantage of alternative

[Published: July 5, construction methods can Increase the City’s

2018) abllity to narrow the below-market housing gap.

Mitlgating the F2 Construction of ADUs can add a meaningful Planning Department Agree with the R1 Recommends the Planning Department and the |Planning Department Wil be Over the [3st slx months, DBY, Planning, Fire Department, PUC,

Housing Crisis: number of moderately priced rental housing [Response due: September [finding [F2,F8) |Oi of Bullding lon folntly due: Publlc Works-BSM and representatives from the Mayor's Office

Accessory Dwelling units In San Francisco, with no significant 3, 2018] thelr codes and submit JoInt recommendatlons {3, 2018] and Board of Supervisors have been meeting to review codes

Unlts and Modular burden on City finances, Therefore, encouraging to the Board of Supervisors no later than April 1, and develop lons to ADU c

Housing ADU development Is of value to San Frandisco, 2019 for code amendments deslgned to Through this Interagency working group, staff have developed

{[Published: July 5, encourage homeowners to bulld more ADUs. Y for each resp dep s

2018) {requirements to expedite and streamline ADU approval. Several
rounds of amendments have increased flexibility for property
lowners to add unlts to thelr property.
Stlll, further analysis Is warrented to analyze Clty codes for
further recommendatlons. Planning and DBI will jolntly review
thelr codes and submit joInt recommendatlons to the Board of
Supervisars no later than April 1, 2019 for code amendments
designed to encourage homeowners to bulld more ADU's,

Mitlgating the F2 Construction of ADUs can add a meaningful Department of Bultding Agree with the R1 Recommends the Planning Department and the |Department of Bullding Will ba Over the last six months, DBY, Planning, Fire Department, PUC,

Housing Crisis; number of moderately priced rental housing Inspection finding ” [F2,F8) |Dep: of Bullding Jointly * [implemented Public Works-BSM and representatives from the Mayor's Office

Accessory Dwelling unlts In San Francisco, with no [{ due: thelr codes and submilt Jolnt due: and Board of Supervisors have been mesting to review codes

Unlts and Modular burden on Clty finances. Therefore, encouraging |3, 2018} to the Board of Supervisors no [ater than April 1,|3, 2018} and develop r ions to ADU ¢

Housing [ADU development is of value to San Frandsco. 2019 for code amendments designed to Through this interagency working group, staff have developed

[Published; July S, encouragé homeowners to bulld more ADUs. y checklists for each respi p 's

2018) requirements to expedite and streamline ADU approval, DBlis
partidpating in a working group with Supervisor Tang to address
Improvements to the ordinance, which expands the OTC
approval process to Incdude other city agencles {PUC, Public
Works-BSM, Fire Department and Planning).
Planning and DBI will Jointly review thelr codes and submit Jolnt

to the Board of Sup no later than

April 4, 2019 for code amendments designed to encourage
homeowners to bulld more ADU's.

Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housling
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RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

Report Title ] FindIng i Respondent Assigned by [ Finding Response finding Response Text R¥ Recommendation Respondent Asslgned by | Recommendation Recommendation Response Text
[Publlcation Date] (text may be duplicated due to spanning and €6 o {Agree/Disagree) [tor F¥) | {text may be duplicated due to spanning and Gl Response .
affects) [{ Dus Datel] N - multiole. pifects) Due Datal 1 -

MItigating the F2 Construction of ADUs can add a Planning Depart Agree with the R4 Recommends the five agencles involved with Planning Department * |Has been D8I, Planning, SFFD, DPW, and PUC currently have staff
Housling Crisls: number of moderately priced rental housing [Response due: September |finding [F2, F4, FS}|ADU permitting establlsh a shared meeting due: located together at a shared meeting space on the
[Accessory Dwelling unlts [n San Franclsco, with no significant 3, 2018) space by January 1, 2019, and not wait for the |3, 2018) fifth floor at 1660 Mission Street to expedite the ADU permit
Unlts and Modular burden on City finances. Therefore, encouraging completion of the new shared agency bultding. . approval process.
HousIng ADU Is of value to San Frand: This space would be used by polnt persons from
{Published: July 5, each of the five permitting agendes to expedite
2018} the ADU permit approval process. )
Mitigating the F2 Construction of ADUs can add a meaningful Department of Bullding Agree with the . R4 Recommends the five agencles Involved with | Department of Bullding Has been DB, Planning, SFFD, DPW, and PUC currently have staff
Housing Crlsls: number of moderately priced rental housing Inspection finding [F2, F4, FS]|ADU permitting establish a shared meeting Inspection located together at a shared meeting space on the
Accessory Dwelling units in San Frandisco, with no due: space by January 1, 2019, and not wait for the  |[Response due: September fifth floor at 1660 Mission Street to expedite the ADU permit
Units and Modular burden on City finances. Therefore, encouraging {3, 2018} completlon of the new shared agency bullding. |3, 2018) approval process,
HousIng ADU development Is of valua to San Frandsco. This space would be used by point persons from
(Published: July 5, each of the five permltting agendes to expedite
2018} the ADU permlt approval process. .
Mitigating the F2 Construction of ADUs can add a meanlngful Fire Department Agrea with the R4 Recommends the five agencles involved with  |Fire Department Has been D8I, Planning, SFFD, DPW, and PUC currently have staff
Housing Crisis: number of moderately priced rental housing  |[Response due: September |finding [F2, F4, FS}|ADU permitting establish a shared meeting due; focated together at a shared meeting space on the
Accessory Dwelling units In San Francisco, with no significant 3,2018) space by January 1, 2019, and not walt for the |3, 2018) fifth floor at 1660 Mission Street to expedite the ADU permit
Units and Modular burden on City finances. Therefore, encouraging completion of the new shared agency bullding. approval process.
Housing ADU development Is of value to San Frandisco. This space would be used by polnt persons from
{Published: July S, each of the five permitting agendes to expedite
201B) the ADU permit approval process.
Mitlgating the F2 Constructioh of ADUs can add a meaningful [Department of Publlc Agree with the R4 Recommends the five agencies Involved with | Department of Public Has been DBI, Planning, SFFD, DPW, and PUC currently have staff
Housing Crisls: number of moderately priced rental housing Works finding [F2, F4, F5)| ADU permitting establish a shared meeting Works d focated together at a shared meeting space on the
Accessory Dwelllng units in San Francisco, with no due; space by January 1, 2019, and not walt for the due; fifth floor at 1660 Misslon Street to expedite the ADU permit
Unlts and Modutar burden on Clty finances. Therefore, encouraging {3, 2018} completion of the new shared agency bullding. |3, 2018) approval process.
Housing ADU development Is of value to San Frandsco. . | This space would be used by polnt persons from
{Published: July 5, each of the five permlitting agencies to expedite
2018) the ADU permlt approval process. i
Mitigating the F2 Constructlon of ADUs can add a meaningful Public Utilities Commission [Agree with the R4 Recormmends the five agencies [nvolved with | Public Utllitles Commission |Has been DBI, Planning, SFFD, DPW, and PUC currently have staff
Housing Crisls: number of moderately priced rental housing [Response due: September |finding [F2, F4, F5)| ADU permitting establish a shared meeting due: located together at a shared meeting space on the
Accessory Dwelling unlts in San Franclsco, with no significant 3, 2018} space by January 1, 2019, and not walt for the |3, 2018) fifth floor at 1660 Misslon Street to expedite the ADU permit
Unlts and Modular burden on City finances. Therefore, encouraging completion of the new shared agency bullding. approval process.
Housing ADU development is of value to San Frandsco. This space would be used by polnt persons from
{Pubilshed: July 5, each of the five permitting agencles to expedite
2018] the ADU permit approval process.
MItigating the F2 Construction of ADUs canadd a Planning Agree with the R9 Recommends the Planning Department walve | Planning Department Has been The Planning Code does not require parking for addition of one
Houslng Crisis: number of moderately priced rental housing [Response due: September |finding [F2, F8] |parking space requirements for ADUs bullt In due: d unit to any building. This control was already in place even

[Accessory Dwelling
Unlts and Modular
Housing
{Published: July 5,
2018}

unlts In San Francisco, with no significant
burden on City finances. Therefore, encouraging
(ADU development Is of value to San Frandisco.

3, 2018)

single-family residences,

3,2018)

before the ADU program. The ADU program expanded this by

" |not requiring parking for ADUs, even when more than one ADU

is proposed at one property. The Planning Code permilts this
through the provision of blcyde parking at the property, or
through the granting of an adminlstrative exception to the
parking requirement per the ADU program, The ADU program
made removing exlsting required parking afso possible, This
provision was bullt Into the ADU program since Its early

In 2014, The Planning Code permits this through the
provision of blcycle parking at the property, or through the
granting of an admnlstrative exception to the parking
requirement per the ADU program,

Mitigating the Houslng Crisls: Accessory Dwelllng Units and Modular Housing
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RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

Report Title . FN B Finding Respondent Assigned by |- Finding Response -Finding Response Text R# Recommendation Respondent Assigned by | Recommendation Recommendation Response Text
[Publlcation Date] (text may be duplicated due to spanningand | [c]) (Agree/Disageee) [for ¥&] - | {text may be duplicated due to spanning and [«c)) Response
multlole effects) ) Ii Dus Datal multiple effects) Due Date]
Mitigating the F2 Construction of ADUs can add a Planning Dep Agree with the R10 Recommends the Planning Department expand |Planning Department Wil be To date, the Planning Department has conducted the following
Housing Crisls; number of moderately priced rental housing [Response due: September |finding {F2,F9} |[its public outreach on ADUs to Increase due: 1! d to market and publicize the ADU program: Developed an ADU
Accessory Dwelllng units In San Francisco, with no significant 3,2018} homeowner awareness of ADU opportunities. |3, 2018) handbook that Include slx ADU prototypes, developed an ADU
Unlts and Modular burden on Clty finances. Therefore, encouraging video, created user frlendly Fact Sheets, hosted, co-hosted, and
Housing [ADU development Is of value to San Frandsco. attended public events to present the program and answer
[Published: July 5, [common public questions. Moving forward, the ADU Planning
2018) team recelved a grant for community outreach from Friends of
. Clty Planning {FOCP) for $29,000 to update and create
materfals, and fadlitate communlty outreach. Part of the grant
Is for contracting a consultant to update the ADU Handbook for
updated prototypes to reflect Code changes and conduct an
" {updated financlal analysls. Anticipated timeline for finalization
Is late Fall of 2018°. This ADU Handbook Is a free online
. |resource, and Is used by design professionals and homeowners .
to learn about how an ADU could fit on thelr property, as well
a5 used as a resource at outreach events.
Furthesmore, Planning will create a one-stop online ADU
resource portal antlcipated by end of Q3 2018. These tools will
be almed to single family homeowner audlence and to multl-
unlt homeowner audlence.
The community outreach {Planning and DB!) antidpated
timeline Is as follows:
0 To deslgn professlonals fall 2018*.
0 To single-famlly homeowners Q4 2018 - Qt 2019°.
*Predicated on DBI & Fire mutually agreeing on equivalendes.
Mitlgating the F3 The City has provided a program to encourage |Department of Bullding Agree with the R6 Recommends the Department of Building Department of Building Wil be The Department of Bullding Inspectlon wlll work with the
HousIng Crlsis: ADU construction, and as a result, the number  |Inspaction findIng [F3,F4) |inspection work with the Department of the Inspection Dep of the Controller to develop reaningful, outcome-
Accessory Dwelllng of ADU permit applications has been growing | [Response due: September Controller to develop outcome- due: based performance metrics on ADU permit approval duration,
Units and Modular dramatically. Further Improvements to this 3,2018) based performance metrics on ADU permit 3, 2018) to be reported on OpenData starting January 2019,
Houslng program will help ADU construction to continue approval duration, to be reported on OpenData
[Published: July 5, on a successful trajectory. starting Janvary 2019. N
2018} . .
Mitigating the F4 The length of the permitting process for ADUs{s [Planning Department Agree with the R4 Recommends the five agencles Involved with  }Planning Department Has bean DBI, Planning, SFFD, DPW, and PUC currently have staff
Houslng Crisls: a major factor In limiting the speed of bringing  |[Response due: September |finding [F2, F4, F5]|ADU permitting establlsh a shared meeting due: located together at a shared meeting space on the
Accessory Dwelling [ADUs to market to help meat the housing 3, 2018} space by Janvary 1, 2019, and not wait for the |3, 2018} fifth fioor at 1660 Misslon Street to expedite the ADU permit
Unlts and Medular L Jsh the ADU completion of the new shared agency bullding. approval process.
Housling pracess both expedites and encourages ADU This space would be used by polnt persons from
{Published: July 5, construction, each of the five permitting agendes to expedite
2018} the ADU permlt approval process. .
Mitigating the F4 The length of the permitting process for ADUs is |Department of Bullding Agree with the R4 Recommends the five agencies Involved with  |Department of Buliding Has been DBI, Planning, SFFD, DPW, and PUC currently have staff
Houslng Crisis: a mafor factor [n limlting the speed of bringing  |Inspection finding [F2, F4, F5)|ADU permitting establish a shared meeting Irispection d located together at a shared meeting space on the
Accessory Dwelling ADUs to market to help meet the housing [Response due: September space by January 1, 2019, and not walt for the  |{Response due: September fifth floor at 1660 Misslon Steeet to expedite the ADU permlt
Unilts and Modular shortage. Shortenlng the ADU permitting 3, 2018) completion of the new shared agency bullding. |3, 2018) approval process.
Houslng process both expedites and encourages ADU This space would be used by polnt persons from
{Published: July 5, construction. each of the five permltting agendes to expedite -
2018} the ADU permit approva! process.
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Mitigating the F4 The length of the permitting process for ADUs s |Fire Department Agree with the R4 Recommends the flve agencles involved with  |Fire Depariment Has been DB, Planning, SFFO, DPW, and PUC currently have staff
HousIng Crisls: a major factor in limlting the speed of bringing  |{Response due: September |fnding {F2, F4, F5)|ADU permitting establish a shared meeting. due: located together at a shared }neetlng space on the
Accessory Dwelllng ADUs to market to help meet the housing 3,2018] space by January 1, 2019, and not walt for the |3, 2018) fifth floor at 1660 Misslon Street to expedite the ADU permit
Units and Modular shortage. Shortening the ADU permitting completton of the new shared agency bullding. approval process.
Housing process both expedites and encourages ADU This space would be used by polnt persons from
[Published: July S, construction. each of the five permitting agendes to expedite
2018) the ADU permit approval process.
Mitlgating the F4 The length of the permitting process for ADUs is |Department of Publtc Agrez with the R4 Recommends the five agencles [nvolved with | Department of Public Has been DBI, Planning, SFFD, DPW, and PUC currently have stafi
Housing Crisls: a major factor in limiting the speed of bringing  [Works finding [F2, F4, F5)|ADU permitting establlsh a shared meeting Works focated together at a shared meeting space on the
Accessory Dwelling ADUs to market to help meet the housing (Response due: September space by January 1, 2019, and not walt for the  |{Response due: September fifth floor at 1660 Misslon Street to expedite the ADU parmlt
Units and Modular shortage. Shortening the ADU permitting 3, 2018] completion of the new shared agency bullding. |3, 2018) approval process.
Houslng process both expedites and encourages ADU This space would be used by polnt persoris from
[Published: July 5, construction. each of the five permitting agencies to expedite
2018} ' the ADU permit approval process.
Mitigating the F4 The length of the permliting process for ADUs is [Public Utilities Commlission [Agree with the R4 Recommends the five agencies [nvolved with | Public Utilities Commission |Has been DB, Planning, SFFD, DPW, and PUC currently have staff
HousIng Crisls: a major factor in limiting the speed of bringing  |{Response due: September |finding [F2, F4, FS]{ADU permitiing establish a shared meeting due: located together at a shared meeting space on the
Accessory Dwelling ADUs to market to help meet the housing 3, 2018) space by January 1, 2019, and not walt for the |3, 2018) fifth floor at 1660 Mission Street to expedite the ADU permit
Unlts and Modular shortage. Shortenfng the ADU permitting completion of the new shared agency bullding. approval process.
Housing process both expedites and encourages ADU This space would be used by polnt persons from
[Published: July 5, construction. each of the five permitting agendes to expedite
2018) the ADU permit approval process.
Mitigating the F4 The length of the permitting process for ADUs is [Department of Bullding Agree with the R6 Recommends the Department of Bullding Department of Bullding Will be ~ The Department of Building inspection will work with the
Housing Crisis; a major factor in limiting the speed of bringing  |Inspection finding [F3,F4) |inspection work with tha Department of the Inspection of the Controller to develop meaningful, outcome-
Accessory Dwelling ADUs to market to hélp meet the housing due: Controller to develop I, outcome- due: based performance metrics on ADU permit approval duration,
Unlts and Modular shortage. Shortening the ADU permitting 3, 2018} based performance metrics on ADU permit 3, 2018) to be reported oft OpenData starting January 2015,
Housing process both expedites and encourages ADU *|approval duratlon, to be reported on CpenData :
{Published: July 5, construction. starting January 2019.
2018)
Mitigating the FS The Planning Department expects to establish a |Planning Department Disagree, partlally | The Department Is In agreement that Interim R4 Recornmends the five agencies involved with Planning Department Has been DB, Planning, SFFD, DPW, and PUC currently have staff
Hous!ng Crisls: one-stop permit center in Its new bullding, [Response due: September to expedite ADU approvals are [F2, F4, FS}| ADU permitting establish a shared meeting due: located togather at a shared meeting space on the
Accessory Dwelilng which would bring together all agencies 3, 2018) needed ahead of the apening of the one stop space by January 1, 2019, and not walt for the  [3, 2018) fifth floor at 1660 Mission Street to expedite the ADU permit
Unlts and Modular involved [n the permit process, and thereby permit center In 2020, The Depariment completion of the new shared agency bullding. approval process,
Houslng expedite approvals, but the new building won't with the 1 that the This space would be used by polnt persons from
[Published: July 5, be ready untll 2020; therefore, Interim Planning Department will be the entity each of the five permltting agendes to expedite
2018) measures to expedite ADU approvals are the one stop permlt center and the the ADU permit approval pracess.
. needed. h that the new bulding will

belong to the planning department. Rather, the

one stop permlt center will be established and

run by the City Adminlistrator. The bullding at 49

South Van Ness will befong to the City and will

be managed by the Department of Real Estate,
Mitigating the FS The Planning Department expects to establish a |Department of Bullding Disagree, partially |The Department Is In agreement that Interim R4 Recommends the five agencles involved with | Department of Bullding Has been DB, Planning, SFFD, DPW, and PUC currently have staff
Housing Crisis: one-stop permlt center In its new bullding, Inspection measures to expedite ADU approvals are {F2, F4, F5)| ADU permitting establish a shared meeting Inspection located together at a shared meeting space on the

Accessory Dwelling
Units and Modular
Housing
{Published: July 5,
2018)

which would bring together all agencies
Involved in the permit process, and thereby
expedite approvals, but the new building won't
be ready until 2020; therefore, interim
measures to expedite ADU approvals are
needed.

[Response due: September
3,2018)

needed ahead of the opening of the one stop
permit center in 2020, The Department
disagrees with the characterizatlon that the
Plannlng Department will be the entity
establishing the one stop permit center and the
characterization that the new bulding will
belong to the planning department. Rather, the
one stop permit center will be established and
run by the Clty Adminlstrator. The bullding at 49
South Van Ness will belong to the City and will
be managed by the Department of Real Estate,

space by January 1, 2019, and not wait for the
completton of the new shared agency bullding.
This space would be used by point persons from
each of the five permitting agendes to expedite
the ADU permit approval process.

|[Response due: September
3, 2018)

fifth floor at 1660 Misslon Street to expedite the ADU permft.
approval process.
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Mitigating the 33 The Planning Depariment expects to establish a [Fire Department DI! partlally  |The Dep: Isin that interim R4 Recommends the five agencles involved with Fire Department Has been DBY, Planning, SFFD, DPW, and PUC currently have staff
Houslng Crlsis: one-stop permit center inits new bullding, {Response due: September - to expedite ADU approvals are [F2, F4, FS)|ADU permitting establish a shared meating due: located together at a shared meeting space on the
Accessory Dwelling 'which would bring together afl agencles 3, 2018] needed ahead of the opening of the one stop space by January 1, 2019, and not wait for the 13, 2018) fifth floor at 1660 Misslon Street to éxpedite the ADU permlt
Unlts and Modular Involved In the permit process, and thereby permit center in 2020, The Department completion of the new shared agency bullding. approval process.
Houslng {expedite approvals, but the new bullding won't s with the ion that the This space would be used by polnt persons from
{Published: July 5, be ready untll 2020; therefore, interim Planning Department will be the entity each of the five permitting agendles to expedite
2018) measures to expedite ADU approvals are the one stop permit center and the the ADU permit approval process.
needed. that the new bulding will
belong to the planning depariment. Rather, the
one stop permit center will be established and .
run by the City Adminlstrator. The bullding at 49 /
South Van Ness will belong to the City and will {
be managed by the Department of Real Estate; i
Mitigating the FS The Planning Department expects to establish a |Department of Public DIsagree, partially  {The Department Is In agreement that Interim R4 Recornmends the five ageacles Involved with  |Departnient of Public Has been DBY, Planning, SFFD, DPW, and PUC currently have staff
Housing Crisls: 'one-stop permlt center Inits new bullding, (Works to expedite ADU approvals are [F2, F4, FS)|ADU permitting establish a shared meeting Works located together at a shared meeting space on the
Accessory Dwelllng which would bring together all agencles {Response due: September needed ahead of the opening of the one stop space by January 1, 2019, and not wait for the  ][Response due: September fifth floor at 1660 Misslon Street to expedite the ADU permit
Unlts and Modular Invelved in the permit process, and thereby 3, 2018) permit center [n 2020, The Department completion of the new shared agency building. |3, 2018) approval process. °
Houslng expedite approvals, but the new bullding won't with the that the  This space would be used by point persons from
{Published: July 5, be ready untll 2020; therefore, interlm Planning Department will be the entity each of the five permitting agendies to expedite
2018) measures to expedite ADU approvals are the one stop permit center and the the ADU permit approval process.
needed. lon that the new buldingwill
belong to the planning department. Rather, the
one stop penmnit center will be established and
run by the Clty Adminlstrator. The building at 49
South Van Ness will befong to the City and will
be managed by the Department of Real Estate,
Mitigating the F5 The Planning Department expects to establish a |Public Utilitles Commilsslion |Dlsagree, partially |The Department Is In agreement that Intedm R4 Recommends the five agencies involved with  |Publlc Utillties Commission fHas been DBI, Plannlng, SFFD, DPW, and PUC currently have staff
Housing Crisis; one-stop permit center in its new bullding, (Response due: September to expedite ADU approvals are [F2, F4, FS)|ADU permitting establish a shared meeting [t due: located together at a shared meetlng space on the
Accessory Dwelling which would bring together all agencles 3, 2018) needed ahead of the opening of the one stop space by January 1, 2019, and not walt for the |3, 2018) fifth floor at 1660 Misslon Street to expadite the ADU permlt
Unlts and Moduler involved In the permit process, and thereby permlt center in 2020. The Department completion of the new shared agency bullding. approval process.
Houslng expedite approvals, but the new bullding won't with the that the This space would be used by polnt persons from "
{Published: July 5, be ready untll 2020; therefore, Interim Planning Department will be the entlty each of the five permitting agendes to expedite
2018) measures o expedite ADU approvals are the one stop permit center and the the ADU permit approval process. -
needed. - that the new bulding will
belong to the planning department. Rather, the
one stop permit center will be established and
run by the Clty Adminlstrator. The bullding at 49
South Van Ness will befong to the Clty and will
be managed by the Department of Real Estate,
{
1
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Mitigating the f6 The Clty’s ADU program acknowledges the value|Department of Bullding Disagree, partially |More research Is required on the reasons more B
Houslng Crisis: « |to the City of Increasing ADU constructlon, Inspection slnde-ianillv homeowners are not applying for
Accessory Dwelling Homeowners who construct ADUs do so [Response due: September ADUs {n San Francisco, which may mitror larger
Units and Modular voluntarily and at their own expense. The 3,2018) state and natlonal trends. In our experience,
Housing additional burden of heavy permit feesis fees have not been noted as & key barrler. The
[Published: July 5, counterproductive to the Clty's goal of cost of bullding materials and construction labor|
2018) increasing the rate of ADU construction, In that drive the cost of the ADU project, as these hard
it represents an addltlonal barrier to building costs plus the soft costs such as deslgner fees
ADUs for single family homeowners, and and permit fees (which are often a percentage
therefore likely reduces the number of of the hard costs) form a bulk of project costs;
applications. other project fees may Include water and power|
charges, Impact fees,
school district fees, which are dependent on
scope of project. Anecdotal reasons that are
d d as barriers include: the
lack of financing through existing mechanlsms,
the burden of construction loan payments,
limited public outreach, and the duratlon of
permit review,
Mitigating the 113 The Clty’s ADU program the valt ning Depi D partially  |More research s required on the reasons more
HousIng Crisls: to the City of ADU due; single-famlly homeowners are not applying for
Accessory Dwelling Homeowners who construct ADUs do so 3,2018) [ADUs In San Franclsco, which may mirror larger
Unlts and Modular voluntarily and at thelr own expense. The state and national trends. In our experience,
Houslng additional burden of heavy permit fees Is fees have not been noted as a key barrier. The
{Publlshed: July 5, counterproductive to the City’s goal of cost of bullding materfals and constructfon labor|
2018) Increasing the rate of ADU construction, in that drive the cost of the ADU project, as thesa hard
It represents an additional barrer to bullding costs plus the soft costs such as designer fees
ADUs for single famlly homeowners, and and permlit fees {which are often a percentage
{therefore likely reduces the number of of the hard costs) form a bulk of project costs;
applications. other project fees may Include water and power
connection charges, development Impact fees,
school district fees, which are dependent on
scope of project. Anecdotal reasons that are
discussed frequently as barriers include: the
lack of financing through existing mechanisms,
the burden of construction loan payments,
limited public outreach, and the duratlon of
permit review. : .
Mitigating the F7 Cltles that lower permiiting fees for ADUs, as  |Department of Butlding Agree with the
HousIng Crisls: Portland, Seattle and BC have done, finding
Accessory Dwelling see an increase [n the number of permit [Response due: September
Unlts and Modular applications by single family homeowners; if 3,2018)
Housing San Frandsco reduces permitting fees for that
{Publlshed: July 5, type of ADU permit applications, they are Ilkely
201B) to Increase,
Mitigating the F? Clties that lower permitting fees for ADUs, as  [Planning Department Agree with the
Hous!ng Crisls: Portland, Seattle and BC have done, due: finding

Accessory Dwelling
Units and Modutar
Housing -
{Published: July 5,
2018)

see an Increase [n the number of permit
applications by single family homeowners; If
San Frandsco reduces permitting fees for that
type of ADU permit applications, they are llkely
to Increase,

3,2018)

Mitigating the Housing Crisis: Accessory Dwelling Unlts and Modular Houslng

Page 6 of 11



RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

i

Report Title [T Finding Respondent Asslgned by -|- Finding Response Finding Response Text—~- R¥ Recommendation Respondent Assigned by | Recommendation Recommendation Response Text
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Mitigating the F8 The City’s Bullding and related construction Planning Department Dlsagree, partially |The ADU program already includes much R1 Recommends the Planning Department and the |Planning Department Wil be Over the [ast six months, DB, Planning, Fire Department, PUC,

Houslng Crisfs: codes place limitations on what can be bulit, {Response due: September flexibllity from the Planning Code [F2,F8) P of Bullding on fointly due: é Public Works-BSM and representatives from the Mayor's Offlce

Accessory Dwelling inhibiting some homeowners from building 3,2018) which regulates quality of life In the unlt. Basic thelr codes and submit Joint recommendations |3, 2018} and Board of Supervisors have been mesting to review codes

Units and Medular ADUs. Allowing exceptions from these . health and safety requirements are regulated by)| to the Board of Supervisors no later than Aprll 1, and davelop to i

HousIng reguirements, when it can be done without the Bullding Code which Is also constratned by 2019 for code amendments deslgned to Through this interagency working group, staff have developed

[Published: July 5, comp. safety, helps add the State Code. The City is exploring ways to encourage homeowners to bulld more ADUs, pi Y for each department's

2018) ADUs to thelr homes. ease Bullding and Fire Code standards within requirements to expedite and streamline ADU approval. Several
the limitatlons of the State Law. This is difficult, rounds of amendments have increased fiexibility for property
however, because the City's discretion to lowners to add units to thelr property.
change these codes s limlted to making those
codes more— not less— restrictive. Local still, further analysis Is warranted to znalyze City codes for
Jurfsdlctions cannot waive or be less restrictive further recommendations. Planning and DBI will jolntly review
than State mandate. A homeowner/ADU their codes and submit JoInt recommendatfons to the Board of
applicant may request an alternative means of - Supervisors no later than April 1, 2019 for code amendments
protection equal to or greater than prescribed designed to encourage homeowners to bulld more ADU’s,
frequirements.

1 the F8 The City's Bullding and related construction Department of Bullding DI partlally  |The ADU program afready Includes much R1 the Planning Department and the {Department of Bullding Will be Over the last six months, DB, Planning, Fire Department, PUC,
Housing Crisls: codes place limitations on what can be bullt, Inspection flexibllity from the Planning Code requirements,] [F2,F8} |Department of Bullding Inspection jolntly review]inspaction mplemented Public Works-B5M and representatives from the Mayor's Office
Accessory Dwelling {Inhiblting some homeowners from bullding [Response due: September which regulates quallty of llfe in the unit. Basic thelr codes and submlt JoInt ¢ due: and Board of Supervisors have been meeting to’ review codes
Unlts and Modular ADUs. Allowlng exceptlions from these 3,2018) health and safety requirements are regulated by| to the Board of Supervisors no later than April 1, |3, 2018} and develop 0 to ADU {f
Housing [requirements, when it can be done without the Bullding Code which is also constralned by 2019 for code amendments designed to Through this interagency workIng group, staff have developed
[Published: July 5, comp g safety, helps add the State Code. The Clty Is exploring ways to encourage homeowners to build more ADUs, for each resp P
2018) ADUs to their homes. ease Bullding and Fire Code standards within requirements to expedite and streamiine ADU approval. Several

the limltations of the State Law, This Is difficult, rounds of amendments have increased flexibllity for property
however, because the City's discretion to owners to add units to their property.

change these codes Is limited to making those

codes more— not less— restrictlve. Local StilY, further analysls is warranted to anatyze City codes for
Jurisdictions cannot walve or be less restrictive further recommendattons. Planning and 981 will jolntly review
than State mandate. A homeowner/ADU thelr codes and submlt Joint recommendations to the Board of
applicant may request an alternative means of Supervisors no later than April 1, 2019 for code amendments
protection equal to or greater than prescribed designed to encourage homeowners to build more ADU's,
requirements.

{Mit(gating the F8 The Clty’s Bullding and related Planning Dep: Disagree, partially |The ADU program already Includes much R9 Recommends the Planning Department walve |Planning Department [Has been The Planning Code does not require parking for addition of one
Housing Crisls: . codes place Iimitations on what can be bullt, [Response due; Septembe flexibility from the Planning Code requirements, | (F2,F8] |parking space requirements for ADUs bullt In due; unit to any bullding. This control was already in place even
Accessory Owelllng [nhibiting some homeowners from bullding 3,2018) . which regulates quality of life In the unit. Basic single-family restdences. 3,2018) before the ADU program. The ADU program expanded this by
Units and Modular [ADUSs. AllowIng exceptlons from these health and safety requirements are regulated by| not requiring parking for ADUs, even when more than one ADU
Houslng requirements, when It can be done without the Building Code which Is also constralned by Is proposed at one property. The Planning Code permits ths
[Published: July 5, safety, helps add the State Code, The Clty Is exploring ways to through the provision of blcydle parking at the property, or
2018) [ADUs to their homes, ease Bullding and Fire Code standards within through the granting of an administrative exception to the

the limitations of the State Law. This [s dlfficult, parking requirement per the ADU program. The ADU program
however, because the City’s discretion to made removing exlsting required parking also possible. This
change these codes Is limlted to making those pravislon was built Into the ADU program since Its early
codes more- not less-— restrictive., Local [nception In 2014. The Planning Code permits ths through the
cannot walve or be less restrictive pravislon of blcycle parking at the property, or through the

than State mandate. A homeowner/ADU granting of an adminlstrative exception to the parking

may request an means of requirement per the ADU program. -
pi equal to or greater than presaibed i
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Report Title 113 i - Finding " Respondent Assigned by .| Finding Response FindIng Response Text R# Recommendation Respondent Assigned by | Recommendatlion. Recommendation Response Text
{Publication Date] -{text may be duplicated due to spanning and [«<]] {Agree/Disagree) - [for F#] | (text may be duplicated due to spanning and W) - Response
: multiole derit effects) i Due Datsl _ multiole effacts) Due Datel
Mitigating the F9 The Planning Department’s current public Planning Department Agree with the RIO Recommends the Plannlng Department expand |Planning Department Will be To date, the Planning Department has conducted the following
HousIng Crisls; loutreach program Is a good start, but the [Response due: September |finding [F2,F9] |its public outreach on ADUs to increase due: to market and publicize the ADU program: Developed an ADU
Accessary Dwelling materlal needs to be updated, and it is not 3, 2018) homeowner awareness of ADU opportunitles. |3, 2018) handbook that Include six ADU prototypes, developed an ADU
Unlts and Modular reaching enough people. Better outreach vldeo, created user frlu:adly Fact Sheets, hosted, co-hosted, and |
HousIng directed to more homeowners will Iikely lead to attended public events to present the program and answer
[Published: July 5, an Increase In applications for ¢onstruction of common public questions. Moving forward, the ADU Planning
2018) [ADUs in single famlly homes. team recelved a grant for communlty outreach from Feiends of
City Planning (FOCP) for $29,000 to update and create
- materlals, and facilitate community outreach. Part of the grant
is for contracting a consultant to update the ADU Handbook for
updated prototypes to reflect Code changes and conduct an
updated financlal analysls. Anticipated timeline for finalization
is late Fall of 2018*. This ADU Handbook Is a free online
resource, and is used by design professionals and homeowners
to learn about how an ADU could fit on thelr property, as well
a5 Used as a resource at outreach events.
Fur , Planning will create a one-stop online ADU
resource portal anticipated by end of Q3 2018. These tools will
be almed to single family homeowner audlence and to multi-
unit homeowner audlence.
The community outreach (Planning and DB8}) antidpated
timeline is as follows:
0 To design professionals fall 2018*.
o To single-famlly homeowners Q4 2018 - Q1 2019°,
*Predicated on DBJ & Fire mutvally agreelng on equivalendes,
Mitigating the F10  |Spaces at the 1068 Mission and possibly the Mayor's Offlce of Housing [ Disagree, wholly While the [dea to use the 1068 slte for RS Recommends that MOHCD and OCI require the |Mayor's Office of Houslng  [WIil not be While the ldea to use the 1068 site for construction trades
Houslng Crisis: Mission Bay Block 9 homeless housing projects  |and Community constructlon trades tralnfng for residents(s a [F10)  |managers of 1068 Mission Street and possibly  |and C tralning for residents Is a good one, the space has already been
Accessory Dwelling may be suitable for trade "soft good one, the space has already been Misslon Bay Block 9 to reserve ground floor Development because it s not programmed to be used for the CHEF's program. The CHEF's
Unlts and Modular skills™ tralning—preparatory tralning for {Response due: September programmed to be used for the CHEF's space for use [n tralning construction workers, due: or program Is currently In operation at other locatlons, replicable
HousIng construction work. This could be facilltated by |3, 2018) ) program, The CHEF's program is currently In Including training In ADU construction methods {3, 2018} reasonable by ECS at the 1068 site, and has a proven track record regarding
[Published: July 5, DHSH as part of the CltyBulld program. The end operation at other locatlons, replicable by ECS and modular unit construction work. for formerly persons,
2018) result could be a strengthened labor force. at the 1068 slte, and has a proven track record restrictions bestowed on the site when transferred from the
for formerly federal government mandate that the site be used only to serve
persons. Additlonally, restrictions bastowed on formerly homeless Individuals, which would limft participation
the slte when transferred from the federal In a consteuctlon tralning program.
mandate that the site be used only
to serve formerly homeless indlviduals, which Mission Bay Block 9 s similarly not available for a construction
would limit participation In a construction training program because the demand for robust supportive
tralning program. services at Misslon Bay South Block 9 requires the entlrety of
the project's ground floor space not otherwise used for
Mlsslon Bay Block 9 is slmllarly not avallable for [mechanlcal and utility uses. The non-mechanical/utility ground
a construction training program because the floor uses include sultes to accommodate supportive services,
demand for robust supportive services at property management functions, exam rooms, community
Mission Bay South Block 9 requires the entlrety room and kitchen, and a founge.
. of the projact’s ground floor space not
used for and ulility uses.
The non-mechanical/utility ground floor uses
Include suites to accommodate supportive
services, property management functions, exam
rooms, community room and kitchen, and a
. lounge.
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RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

Report Title ¥ Finding Respondent Assigried by | Findlng Response Finding Response Text RN Recommendation Respondent Assigned by | Recommendation Recommendation Response Text
(Publication Date] | (text may be duplicated due to spanning and CGJ - {Agree/Olsagree) (for F¥] {text may be duplicated due to spanningand |’ <Gl Response
roultiple offscts) il Dus Datel multiole respondenteffects) 1 [Responss Dus Date] ~
Mitigating the Fi0 Spaces at the 1068 Misslon and possibly the Department of Dlsagree, wholly While the Idea to use the 1068 site for RS Recommends that MOHCD and OClI requlre the |Department of Wil not be \While the Idea to use the 1068 slte for constructlon trades
Hous(ng Crisis: Misslon Bay Block 9 homeless housing projects |Homelessness and construction trades tralning for residents Is a (F10) |managers of 1068 Misston Street and possibly  |Homelessness and Implemented tralning for residents Is a good one, the space has already been
Accessory Dwelling ray be suitable for construction trade “soft Supportive Housing good one, tha space has already been Misston Bay Block 9 to reserve ground floor Supportive Housing because [t Is not [programmed to be used for the CHEF's program, The CHEF's
Units and Modular skills” tralning—preparatory tralning for [Response due: September programmed to be used for the CHEF's space for use In training workers, due: or program Is currently in operation at other locations, replicable
HousIng construction work. This could be facilitated by |3, 2018) program. The CHEF’s program Is currently n tralning In ADU methods |3, 2018 reasonable by ECS at the 1068 site, and has a proven track record regarding
[Published: July 5, DHSH as part of the CltyBulld program, The end operation at other locatlons, replicable by ECS and modular unit constructlon work. for formerly homeless persons,
2018) result could be a strengthened labor force, at the 1068 slte, and has a proven track record reste{ctions bastowad on the site when transferred from the
for formerly federal govarnment mandate that the site be used only to serve
persons, Additlonally, restrictions bestowed on formerly homeless individuals, which would limit participation
the slte when transferred from the federal [n a construcilon tralning program.
government mandate that the site be used only -
to serve formerly homelass individuals, which Mission Bay Block 91s stmilaily not avallable for a construction
would lImit participation in a construction tralning program because the demand for robust supportive
tralning progtam. services at Misston Bay South Block 9 requires the entirety of
the project's ground floor space not otherwise used for
Mission Bay Block 9 Is similarly not avallable for mechanlcal and utility uses. The non-mechanical/utility ground
a construction tralning program because the floor uses include sultes to accommodate supportive services,
demand for robust supportive services at property management functions, exam rooms, community
Misslon Bay South Block 9 requifes the entlrety room and kitchen, and a lounge.
of the profect's ground floor space not
otherwlse used for mechanical and utility uses,
The non-mechanlcal/utllity ground floor uses
Include sultes to accommodate supportive
services, property management functions, exam
rooms, communlty room and kitchen, and &
lounge.
Mitigating the F10  {Spaces at the 1068 Misslon and possibly the Offlce of Communlty Disagree, wholly While the Idea to use the 1068 site for: R5 Recommends that MOHCD and OCII requlre the |Office of Community Will not be While the idea to use the 1068 site for constructlon trades
Houslng Crisis: Mission Bay Block 9 homeless housing projects  |Investment and construction trades tralning for residents s a [F10) |managers of 1068 Misston Street and possibly  |Investment and Implemented tralning for residents Is a good one, the space has already been
Accessory Dwelling may be sultable for construction trade “soft Infrastructure good one, the space has already been Misslon Bay Block 9 to reserve ground floor Infrastructure because it Is not programmed to be used for the CHEF's program. The CHEF's
Units and Modular skills” tralning—preparatory tralning for [Response due; September programmed to be used for the CHEF's space for use In tralning workers, due: or - |program Is currently in operation at other locatlons, replicable
Housing construction work. This could be facilltated by program. The CHEF’s program is currently in tralning [n ADU methods |3, 2018) reasonable by ECS at the 1068 slte, and has a proven track record regarding

{Published: July 5,
2018)

DHSH as part of the CityBulld program. The end
result could be a strengthened labor force.

3,2018)

operation at other locations, replicable by ECS
at the 1068 slte, and has a proven track record

for formerly
persons. Additlonally, restrictlons bestowed on
the site when transferred from the federal

mandate that the site be used only
to serve formerly homeless Individuals, which
would limlt participation [n a construction
tralning program. ’

Misslon Bay Block & Is simllarly not avallable for
a construction tralning program because the
demand for robust supportive services at
Mission Bay South Block 9 requlres the entirety
of the project's ground floor space not
otherwise used for mechantcal and utility uses.
The non-mechanlcal/utliity ground floor uses
include sultes to accommodate supportive

* |services, property management functlons, exam

rooms, communlty room and kitchen, and a
lounge.

and modular unit constructton work.

for formerly persons.
d on the slte when transferred from the

federal government mandate that the site be used only to serve
formerly homeless indlviduals, which would limlt particlpation

"|in a construction tralning program.

Mission Bay Block 9is stmilarly not available for a construction
tralning program because the demand for robust supportive
services at Misslon Bay South Block S requires the entirety of
tha project’s ground floor space not otherwise used for
mechanlcal and utility uses. The non-mechanlcat/utility ground
floor uses Include sultes to accommodate supportive services,
property management functions, exam reoms, community
room and kitchen, and a lounge.
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RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

FindIng Response Text

Respondent Assigned by

Accessory Dwelling
Units and Modular
Houslng
[Published: July 5,
2018)

assess this alternate construction method,
Inciuding an assessment of cost and time
benefits. In addltion to the 1068 Misslon
proect, it wlll be helpful to this assessment If
the pending homeless housing project at
Mission Bay Block 9 Is bullt using modular
construction metheds.

Development ~
[Response due: September
3, 2018)

Report Title 'FH Finding Respondent Assigned by | -Finding Response R# Recommendation Recommendatlon Recommendation Response Text
{Publication Date) {text may be duplicated due to spanning and -, [+ ] . -{Agree/Dliagree) [for F¥) (text may be dupllicated due to spanning and Gl . Reésponse
multiofe denteffects) - Dus Datel _ multlols affects) __[Response Dus Date]

Mitigating the F11  |When the City Is bullding houslng using factory- |Mayor's Office of Housing  |Dlsagree, partially  |Factory-bullt housing Is required to be certifled R8 Recommends the Department of Bullding Mayor's Office of Houslng | Will not be It Is erltical that housing unlts bulit In factories outside of San
Houslng Crlsls: constructed modules from outslde the City, the |and Community and recelve a State Insignia of approval to show (F11]  [inspection regularly inspect modular factorles  |and Ce [impl d r comply with our local code and are built to a standard
Accessory Dwelling factory construction of those modules Is subject |Development compliance with State bullding code outside the Clty, If those factories are bullding  |Development because It Is not that ensures safety and quality. Howaver, it will be for more
Units and Modular to state bullding codes but not local bullding [Respanse due; September requirements, The City's goal Is to have fully houslng for the Clty, to ensure construction Is due: or effictent to have DB! partidpate in reviewing and approving the
Housing codes, if local building codes are not taken Into |3, 2018) code-compllant modular housling that is high built to comply with Clty codes, - 13, 2018) {reasonable plans and Inspection procedures at the factory before
[Published: July S, account at the factory, there can be code quality and long lasting. To accomplish this, manufacturing begins.
2018) compliance problems at the project site. ‘during production of housing modules bound

for San Francisco, Clty codes will be adhered to

at the factory to ensure there Is no code

compliance issue at the project site. .
Mitigating the Fi1  |When the City Is bullding housing using factory- |Department of Bullding Disagree, partlally  [Factory-bulit houslng Is required to be certified R8 Recommends the Department of Bullding Department of Bullding Wil not be It Is eritical that housing unlts bullt In factories outslde of San
Houslng Crisls: constructed modules from outside the City, the |lnspection * and recelve a State Insignla of approval to show (F11]  {Inspection regularly inspect modular factories  |Inspection Implemented Francisco comply with our local code and are bullt to a standard
Accessory Dwelling factory construction of those modules Is subject |[Response due: September compliance with State bullding code outside the City, If those factorles are bullding  |[Response due: September |because it Is not that ensures safety and quality. HuWwer, It will be far more
Unlts and Modular to state bullding codes but not local bullding 3,2018] requirements. The City's goal s to have fully housing for the City, to ensure construction (s |3, 2018] warranted or efficlent to have D8I partlcipate in reviewing and approving the
HousIng codes. If loca! bullding codes are not taken Into code-compliant modular housing that is high built to comply with Clty codes. reasonable plans and inspectlon procedures at the factory before
[Published: July 5, account at the factory, there can be code quality and long lasting. To accomplish this, manufacturing begins.
2018]) compllance problems at the project site, during production of housing modules bound

for San‘Francisco, Clty codes will be adhered to

at the factory to ensure there Is no code

issue at the project site.
Mitigating the F11  [When the City Is bullding housing using factory~ |Offlce of Community Dlsagree, partially |Factory-bullt housing Is required to be certified RB the Dep: of Bullding Office of Community WIll not be It s critical that housing units bullt In factorles outslde of San
Housing Crisls: constructed modules from outstde the City, the [investment and and recelve a State Insignla of approval to show {F11]  |inspectlon regularly Inspect modular factories  |lnvestment and ply with our local code and are bullt to a standard
Accessory Dwelling factory construction of those modules [s subject [Infrastructure with State bullding code outside the City, if those factorles are building  |Infrastructure because It Is not that ensures safety and quallty. However, It will be far more
Units and Modular to state bullding codes but not local bullding [Response due: September ) The City's goal Is to have fully housing for the City, to ensure is due: b, or efficient to have DBI pi pate In g and the
Housing codes. If local bullding codes are not taken into |3, 2018} code-compliant modular housing that Is high bullt to comply with City codes. 3, 2018) plans and Inspection procedures at the factory before
“|[Published: July 5, account at the factory, there can be code quallty and long asting. To accomplish this, manufacturing begins.

201B) compliance problems at the project site. during production of housing modules bound

for San Francisco, City codes will be adhered to

at the factory to ensure there Is no code

issue at the project site.
Mitigating the F12  [Some current trade unlon contracts prevent the |Mayor's Office of Houslng  |Disagree, partially  [While opposlition from some bullding trades has
Housing Crisis: City from using modular construction for City-  |and Community slowed adoptlon of modular housing
Accessory Dwelllng sponsored below market housing projects, and |Development no speclfic trade contracts ex(st
Unlts and Modular further slow progress on below market housing. |[Response due: Septembar that prevent the City's use of modular housing.
Housing 3, 2018] -
{[Published: July 5,

2018) )
Mitigating the F12  |Some current trade unlon contracts prevent the |Mayor Disagree, partially |While opposlition from some bullding trades has R11 Recommends the Mayor support the Mayor Has been_ In January 2018, Mayor Bread announced her support of the
Housing Crlsls: City from using modular construction for City-  |[Response due: September slowed adoption of modular housing [F12, F14} of a unit ffed modular due: of a plan to establish a modular housing factory
Accessory Dwelling sponsored below market housing projects, and |3, 2018] no speclfic trade contracts exIst houslng factory In San Frandsco. 3, 2018) within the City limits staffed by unlon labor. The City has hired a
Units and Modular further slow progress on below market housing. that prevent the Clty's use of modular housing. consultant to review whether a modular factory staffed by
Housing - union workers Is feasfble., The clty expects the consultants to
[Published: July 5, work to conclude by the end of this year.
2018] - X
Mitigating the F13 It may take as many as five resldential modular |Mayor's Office of Housing  |Agree with the
Housing Crisis: construction projects for the Clty to accurately |and Community finding
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RESPONSES TO 2017-2018 CIVIL GRAND JURY FINDINGS AND RECOMMENDATIONS

Report Title ] Finding :Respondent Assigned by |- FindIng Response FindIng Response Text R# Recommendatlon Respondent Asslgned by | Recommendation Recommendation Response Text
[Publication Date] (text may be duplicated due to spanning and R <] (Agree/Disagree) : . [for F¥] | ({text may be duplicated due to spanning and Gl Response
multile resnondent effacts) Dus Datel ___multigle effects) I Due Date]

Mitigating the F13 it may take as many as five residenttal modular [Ofiice of Communlty Agree with the R? Recommends the Office of Community Office of Communlty Has been In OCII's Request for Proposals for Misslon Bay South Block 9
Houslng Crisis: construction projects for the Clty to accurately [Investment and finding {F13) |Investment and Infrastructure make its best Investment and Implemented Issued [n 2017, OC) induded a requirment for developers to
Accessory Dwelling assess this alternate method, effort to the to use ture pursue alternative construction technologies such as modular.
Units and Modular including an assessment of cost and time [Respanse due: September 'modular construction for the Mission Bay Block |{Response due: September As a result, the selected devaloper team's archltect has
Houslng benefits, In addition to the 1068 Msslon 3, 2018} 9 homeless housing project. 3, 2018) designed the project for modular construction to comply with
{Published: July 5, project, it will be helpful to this assessment If the RFP. :
2018} the pending homeless housing project at

Mission Bay Block 9 Is bullt using modular

construction methods. .
Mitigating the F14 The bullding trade unlons are open to talks with [Mayor's Office of Houslng | Agrea with the
Houslng Crisls: the City to establish a factory for modular unit  |and Community finding

. |Accessory Dwelling constructlon in San Francisco, staffed by unlon  |Development

Units and Modular workers, and committed to best practices, and |[Response due: September
HousIng this Is a promlsing start to trade union 3, 2018])
[Published: July 5, of modular
2018]

i the Fi4  |The bullding trade unlons are open to talks with |Mayor Agree with the Ri1  |Recommends the Mayor support the Mayor Has been In January 2018, Mayor Breed announced her support of the
Housing Crisls: the City to establish a factory for modular unlt  J[Response due: September {finding (F12,F14) of aunt taffed modular due b if d of a plan to establish a modular housing factory
Accessory Dwelllng constructlon In San Franclsco, staffed by unlon |3, 2018) hous(ng factory in San Frandsco. 3,2018) within the Clty limlts staffed by unfon labor. The City has hired a
Units and Modular workers, and committed to best practices, and consultant to review whether a modular factory staffed by
Housing this Is a promlising start to trade unfon unlon workers Is feasible, The City expects the consultants to
[Published: July S, of modular work to conclude by the end of this year.

2018)
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Carroll, John (BOS)

From: Carroll, John (BOS)

Sent: Wednesday, September 05, 2018 4:13 PM

To: BOS-Supervisors

Cc: BOS-Legislative Aides; 'Calvillo, Angela (angela.calvillo@sfgov.org)'; ‘civilgrandjury@sftc.org’;

Karunaratne, Kanishka (MYR); Tugbenyoh, Mawuli (MYR); Power, Andres (MYR); Valdez,
Marie (MYR); Hartley, Kate (MYR); Flannery, Eugene (MYR); Chan, Amy (MYR); Rahaim,
John (CPC); Sanchez, Scott (CPC); Gibson, Lisa (CPC); Jain, Devyani (CPC); Rodgers,
AnMarie; Sider, Dan (CPC); Starr, Aaron (CPC); Hui, Tom (DBI); Strawn, William (DBI); Jayin,
Carolyn (DBI); Hayes-White, Joanne (FIR); Alves, Kelly (FIR); Nuru, Mohammed (DPW); .
Steinberg, David (DPW); Spitz, Jeremy (DPW); Blot, Jennifer (DPW); Thomas, John (DPW);
Liu, Lena (DPW); Kelly, Jr, Harlan (PUC); Ellis, Juliet (PUC); Hood, Donna (PUC); Scarpulla,
John (PUC); 'Whitmore, Christopher’; Rosenfield, Ben (CON); Rydstrom, Todd (CON);
Stevenson, Peg (CON); Lediju, Tonia (CON); Kositsky, Jeff (HOM); Cohen, Emily (HOM);
Sesay, Nadia (Cll); GIVNER, JON (CAT); Somera, Alisa (BOS); Newman, Debra; Campbell,
Severin (BUD); Clark, Ashley (BUD); 'Lori Campbell'; 'Kathleen Lowry'; ‘Rasha Harvey'; Board
of Supervisors, (BOS); Mchugh, Eileen (BOS)

Subject: 2017-2018 Civil Grand Jury Report - Hearing - Civil Grand Jury Report - Mitigating the
Housing Crisis: Accessory Dwelling Units and Modular Housing

Categories: 180701, 180702

Supervisors:

The Office of the Clerk of the Board has received required responses to the 2017-2018 Civil Grand Jury report
entitled “Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing,” from the Office of the
Controller and the Office of the Mayor. The Office of the Mayor submitted a consolidated response on behalf of the
Mayor’s Office of Housing and Community Development, the Department of Building Inspection, the Planning
Department, the Office of Community Investment and Infrastructure, the Fire Department, the Department of
Homelessness and Supportive Housing, the Public Utilities Commission, and Public Works. Please find the following link
to an informational memo from the Clerk of the Board of Supervisors, and direct links to the responses.

Clerk of the Board Memo - September 5, 2018

Controller Response - August 17, 2018

Consolidated Response - Mayor - September 3, 2018

Please note that the Board of Supervisors is required to respond by resolution to this Civil Grand Jury report. The
Government Audit and Oversight Committee will consider the subject report, along with the responses, and will prepare
the Board's official response by Resolution for the full Board's consideration at an upcoming hearing.

| invite you to review the entire matter on our Legislative Research Center by following the link below:

Board of Supervisors File No. 180701

Thank you,

John Carroll

Assistant Clerk

Board of Supervisors

San Francisco City Hall, Room 244
San Francisco, CA 94102



City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
BOARD of SUPERVISORS San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
DATE: September 5, 2018
TO: Members of the Board of Supervisors
FROM: Angela Calvillo, Clerk of the Board

SUBJECT: 2017-2018 Civil Grand Jury report, entitled
"Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing”

We are in receipt of the following required responses to the San Francisco Civil Grand Jury
report released July 5, 2018, entitled: “Mitigating the Housing Crisis: Accessory Dwelling Units
and Modular Housing.” Pursuant to California Penal Code, Sections 933 and 933.05, named
City Departments shall respond to the report within 60 days of receipt, or no later than
September 3, 2018.

For each finding the Department response shall:
1) agree with the finding; or
2) disagree with it, wholly or partially, and explain why.

As to each recommendation the Department shall report that:

1) the recommendation has been implemented, with a summary explanation; or

2) the recommendation has not been implemented but will be within a set timeframe as
provided; or

3) the recommendation requires further analysis. The officer or agency head must define
what additional study is needed. The Grand Jury expects a progress report within six
months; or

4) the recommendation will not be implemented because it is not warranted or
reasonable, with an explanation.

The Civil Grand Jury Report identified the following City Departments to submit responses
(attached):

e Office of the Controller:

Received August 17, 2018 for
Recommendation No. Ré6.

- Continues on next page



Mitigating the Housing Crisis: 4 © ssory Dwelling Units and Modular Housing

Office of the Clerk of the Board 6u-Day Receipt
September 5, 2018
Page 2

e The Mayor’s Office submitted a consolidated response for the following departments:

Office of the Mayor;

Planning Department;

Fire Department;

0O 0O0O0OOOOODO

Public Works.

Mayor’s Office of Housing and Community Development;
Department of Building Inspection;

Office of Community Investment and Infrastructure;

Department of Homelessness and Supportive Housing;
Public Utilities Commission; and

Received September 3, 2018, for Finding Nos. F2, F3, F4, F5, F6,
F7,F8, F9, F10, F11, F12, F13 and F14; and
Recommendation Nos. R1, R4, R5, R6, R7, R8, R9, R10, and R11.

These departmental responses are being provided for your information, as received, and may not
conform to the parameters stated in California Penal Code, Section 933.05 et seq. The
Government Audit and Oversight Committee will consider the subject report, along with the
responses, and will prepare the Board’s official response by Resolution for the full Board’s

consideration at an upcoming hearing.

c:

Honorable Teri L. Jackson, Presiding Judge

Kanishka Karunaratne Cheng, Mayor’s Office

Mawuli Tugbenyoh, Mayor's Office

Andres Power, Mayor's Office

Marie Valdez, Mayor’s Office

Kate Hartley, Director, Mayor's Office of Housing and
Community Development

Eugene Flannery, Mayor's Office of Housing and
Community Development

Amy Chan, Mayor's Office of Housing and Community
Development

John Rahaim, Director, Planning Department

Scott Sanchez, Planning Department

Lisa Gibson, Planning Department

Devyani Jain, Planning Department

AnMarie Rodgers, Planning Department

Dan Sider, Planning Department

Aaron Starr, Planning Department

Tom Hui, Director, Department of Building Inspection

William Strawn, Department of Building Inspection

Carolyn Jayin, Department of Building Inspection

Joanne Hayes-White, Chief, Fire Department

Kelly Alves, Fire Department

Mohammed Nuru, Director, Public Works

David Steinberg, Public Works

Jeremy Spitz, Public Works

Jennifer Blot, Public Works

John Thomas, Public Works

Lena Liu, Public Works

Harlan Kelly, General Manager, San Francisco Public
Utilities Commission

Juliet Ellis, San Francisco Public Utilities Commission

Donna Hood, San Francisco Public Utilities
Commission '

John Scarpulla, San Francisco Public Utilities
Commission

Christopher Whitmore, San Francisco Public Utilities
Commission :

Ben Rosenfield, Office of the Controller

Todd Rydstrom, Office of the Controller

Peg Stevenson, Office of the Controller

Tonia Lediju, Office of the Controller

Jeff Kositsky, Director, Department of Homelessness
and Supportive Housing

Emily Cohen, Department of Homelessness and
Supportive Housing

Nadia Sesay, Executive Director, Office of Community
Investment and Infrastructure

Jon Givner, Office of the City Attorney

Alisa Somera, Office of the Clerk of the Board

Debra Newman, Budget and Legislative Analyst

Severin Campbell, Budget and Legislative Analyst

Ashley Clark, Budget and Legislative Analyst

Lori Campbell, Foreperson, San Francisco Civil
‘Grand Jury



. Ben Rosenfield

OFFICE OF THE CONTROLLER Controler
CITY AND COUNTY OF SAN FRANCISCO Todd Rydstrom

Deputy Controller

August 17, 2018

The Honorable Terri L. Jackson :
Presiding Judge, Superior Court of California, County of San Francisco
400 McAllister Street, Room 008

San Francisco, CA 94102

Dear Judge Jackson:

Pursuant to Penal Code sections 933 and 933.05, the following is in reply to the 2017-18 San Francisco
Civil Grand Jury reports, Open Source Voting in San Francisco and Accessory Dwe///ng Units and
Modular Housing. We would like to thank the Civil Grand Jury for their work.

The Civil Grand Jury’s reports provided important findings and recommendations on each of the topics
reported on in this session. We will use this work to inform future audit and project planning and

communication with leadership, stakeholders, and the public on these issues. .

If you have any questions about this response, please contact me or Deputy Controller Todd Rydstrom
at 415-554-7500.

Respectfully submitted,

en Roseé
Controller

cc: Todd Rydstrom

CITY HALL - 1 DR. CARLTON B. GOODLETT PLACE - ROOM 316 - SAN FRANCISCO, CA 94102-4694
PHONE 415-554-7500 » FAX 415-554-7466
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3 | Controller's Response to 2017-18 Civil Grand Jury Reports

CGivil Grand Jury Report: Accessory Dwelling Units and Modular Housing

Required Responses to Recommendation 6:

Recommendation 6. Recommends the Department of Building Inspection work with the Department of the
Controller to develop meaningful, outcome-based performance metrics on ADU permit approval duration, to

be reported on OpenData starting January 2019. (F3, F4)

Response: The recommendation has not been, but will bé, implemented in the future.

We will work with the Department of Building Inspection to develop one or more metrics on
permitting of ADUs by January 2019. Depending on the data sources, content or related factors, we
may publish such metrics in the Performance Scorecard section of the Controller’s website, or in

another accessible format, to be determined in consultation with stakeholders.
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Supervisors:
Please find linked below the 2017-2018 Civil Grand Jury report, entitled: Mitigating the Housing Crisis: Accessory
Dwelling Units and Modular Housing, as well as a press release memo from the Civil Grand Jury and an informational

memo from the Clerk of the Board.

Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing

Civil Grand Jury Press Release - July 5, 2018

Clerk of the Board Memo -July 5, 2018

| invite you to review the entire matter on our Legislative Research Center by following the link below:

Board of Supervisors File No. 180701

Thank you,

John Carroll

Assistant Clerk

Board of Supervisors

San Francisco City Hall, Room 244
San Francisco, CA 94102

(415) 554-4445

&5 Click here to complete a Board of Supervisors Customer Service Satisfaction form.
The Legislative Research Center provides 24-hour access to Board of Supervisors legislation and archived matters since August 1998.

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying
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City Hall
‘1 Dr. Carlton B. Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
' Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
MEMORANDUM
Date: July 5, 2018
To: onorable Members, Board of Supervisors
From: ngela Calvillo, Clerk of the Board

Subject: 2017-2018 CIVIL GRAND JURY REPORT - Mitigating the Housing Crisis:
Accessory Dwelling Units and Modular Housing

On July 5, 2018, the 2017-2018 Civil Grand Jury issued a press release, publicly announcing
issuance of their report, entitled:

Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing
Pursuant to California Penal Code, Sections 933 and 933.05, the Board must:

1. Respond to the report within 90 days of receipt, or no later than October 3, 2018; and
2. For each finding the Department response shall:
e agree with the finding; or
o disagree with the finding, wholly or partially, and explain why.
3. For each recommendation the Department shall report that:
e the recommendation has been implemented, with a summary of how it was
implemented;
e the recommendation has not been, but will be, implemented in the future, with a timeframe
for implementation;
e the recommendation requires further analysis, with an explanation of the scope of the
analysis and timeframe of no more than six months from the date of release; or
e the recommendation will not be implemented because it is not warranted or reasonable,
with an explanation.

Pursuant to San Francisco Administrative Code, Section 2.10, in coordination with the Committee
Chair, the Clerk will schedule a public hearing before the Government Audit and Oversight
Committee to allow the Board the necessary time to review and formally respond to the findings
and recommendations.

Continues on following page
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The Budget and Legislative Analyst will prepare a resolution, outlining the findings and
recommendations for the Committee’s consideration, to be heard at the same time as the hearing
on the report. These matters are anticipated for hearing in Government Audit and Oversight
during a regular committee meeting in September 2018.

If you have any questions, please contact John Carroll, Assistant Clerk, at (415) 554 4445.

Attachments: July 5, 2018 Press Releasé; and
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FOR IMMEDIATE RELEASE
Contacts:  Lori Campbell, Foreperson, (415) 672-8350; P Segal, Juror (415) 568-7212

***PRESS RELEASE***
SOLVING SAN FRANCISCO’S HOUSING CRISIS:
ALTERNATIVES TO THE EXISTING HOUSING PARADIGM

SAN FRANCISCO (July 5, 2018) San Francisco’s population soared in the early years of the new
millennium, precipitating a housing crisis. The late Mayor Ed Lee pledged in 2014 to add 5,000
new units to the housing stock every year, for a total of 30,000 units by 2020. However, year
after year, more than enough market rate units are built, but not enough below market rate or
low-income ones. The 2017-2018 San Francisco Civil Grand Jury investigated what the city was
doing to meet the shortfall of affordable housing, and found two specific programs in place, one
for Accessory Dwelling Units (ADUs), and another exploring the feasibility of modular housing.

The ADU program encourages single-family homeowners and multi-family building owners to
construct ADUs (Accessory Dwelling Units) on their properties, additions that were previously
illegal. This program, launched in 2014, shows increasing interest every year, particularly from
.owners of multi-family buildings, since they can add more than one unit in empty ground floor
spaces. ADUs are considered “naturally affordable” for renters, since they are typically small and
they increase density without changing neighborhood character.

Another program pursues the use of modular construction, beginning with one project for
homeless housing at 1068 Mission, and possibly another in Mission Bay. The city is slow to try
modular construction, which experts say is both less expensive and much faster to build, as the
building trades have opposed factory built housing to protect union workers and existing union
contracts. Some unions have agreed to work on the first homeless housing project, as the need to
get people off the streets is increasingly dire. The City is considering building a factory for
modular housing in San Francisco, in conjunction with local construction trade unions.

For many years, San Francisco has relied on private developers and nonprofit partners to build
new housing in the city. As the cost of land, materials, and labor have skyrocketed here, as fewer
funds are available, and the labor pool shrinks, it becomes harder to build affordable below-
market-rate housing. The need for alternatives to the existing housing construction paradigm
motivated the jury to examine alternative City programs now in place, evaluate their efficiency,
and recommend changes to the current process that offer benefits to all concerned.

The public may view the reports online at http://civilgrandjury.sfgov.org/report.html

Hith
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SUMMARY

San Francisco has experienced an economic boom in the past decade, and a population surge
(18% since 1990).! The City has been unable to keep up with housing demands and now faces a
severe housing shortage, especially of below-market and middle class housing. Of the relatively
few residential building permits that were issued during the past 30 years, virtually all of them
were for market-rate housing. San Francisco needs below-market housing, but developers
primarily build profitable market rate projects. The City needs to find other sources of affordable
housing, and to do so must facilitate less expensive projects without compromising quality of
life. The jury looked at two new alternative approaches to housing in San Francisco: the
legalization of Accessory Dwelling Units (ADUs), and modular construction. These new
approaches to housing in San Francisco, if guided correctly by city government, can improve our
city’s housing paradigm, where otherwise the city remains dependent on market forces or non-
profits. ADUs add value to single-family homes and benefit communities, and modular housing
particularly shows promise in helping San Francisco’s homeless population.

Regarding ADUs, the laws concerning zoning and other permit considerations affecting ADUs
have changed substantially since 2014, and ADU permit applications have been rising
dramatically as a result. Regarding modular housing, this type of construction has not yet been
used by the City for below-market housing, but an upcoming multi-story homeless housing

- project at 1068 Mission Street will be built using modular units. Another homeless housing
project is in the works at Mission Bay Block 9, and modular construction is also under serious
consideration for that project. These are the areas covered by this investigation.

BACKGROUND

The housing crisis in San Francisco is an ongoing, well-known problem. A host of complications
has created a dire shortage in affordable housing as we approach the end of the decade. Although
the City’s population has surged over the last 25 years, from 723,496 in 1990 to 884,363 in
20172 current studies and polls show the population starting to level out, and even decline,
probably due to high housing costs.? If a city can’t sustain working class housing, then not only
police, firefighters, teachers, and nurses will be gone, but also a large number of service industry

! See footnote #2 immediately below.

2 https://sf.curbed.com/2018/3/26/17165370/san-francisco-population-2017-census-increase

3 http://www.bayareacouncil.org/economy/bacpoll-housing-frustration-spikes/
http://www._bayareacouncil.org/economy/bacpoll-more-people-looking-to-leave-bay-area-as-housing-traffic-
problems-mount/
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workers. The need is clear for more below-market housing—without the displacement of
existing homes and businesses.

In 2014, the City passed legislation* that eased zoning restrictions, so homeowners could
construct ADUs on their properties, an option that had previously been impossible without
getting a zoning change; a path for legalization was also opened up for existing non-compliant
ADUs.? Concurrently, the Planning Department launched new programs encouraging
homeowners to build ADUs and legalize existing ADUs. In 2017, the program expanded to
allow more kinds of ADU construction.® ADUs convert existing homeowner space, such as
garages, basements, or attics, into separate apartments; in general, they must be built within the
existing building envelope. As the program developed, owners of multi-unit properties began
applying to add ADUs into their buildings, in areas such as ground-floor garages or common
storage space. The jury investigated how effective the ADU program is in practice.

Modular housing is, by all reports, both less expensive and faster to build than traditional
construction.” Units are built in a factory while the foundation is laid, so cost and time are saved
on the production line, and more time is saved from parallel work processes. Thus the
technology can potentially address high construction costs and more quickly fill the housing gap.
San Francisco is starting to calibrate how much time and money can actually be saved with
modular construction, using the upcoming homeless housing project at 1068 Mission Street as a
test case.

Modular construction has had a slow start in San Francisco. There are logistical, political, and
civil challenges that potentially reduce the benefits of cost reduction and speed substantiated in
other cities. However, as the need for new affordable housing continues to increase, the City
needs to deal with these challenges and ascertain the magnitude of realizable benefits.

The city is surrounded on three sides by water, and few areas remain for new development
without displacing something else. Alternative building approaches can work within these
constraints. ADUs offer a practical option: they displace nothing, offer what City agencies call
“naturally affordable” rental housing, and retain the historic qualities of neighborhoods. Modular
housing provides an alternative, for larger projects, to the high cost of traditional construction in
San Francisco. Despite these advantages, numerous factors stand in the way of integrating ADUs
and modular construction into the housing fabric. This report examines the pros and cons of both
alternatives to conventional development, and offers recommendations for implementation.

4 https://sfdbi.org/adu

3 https://www.sfbos.org/fip/uploadedfiles/bdsupvrs/ordinances14/00043-14.pdf
6ht“l:ps://sfgov.legistar.com/View.ashx?M=F&ID=5 170884&GUID=F4CABC66-C96B-41FE-A2AA-
321AB6DFF79A

7 http://ternercenter.berkeley.edv/uploads/offsite_construction.pdf
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METHODOLOGY

The Civil Grand Jury researched what is being done outside San Francisco, and what experts in
the field are saying about viable solutions to the housing shortage. Armed with an understanding
of the possibilities in alternative housing solutions, we interviewed people in City government,
think tanks, and other agencies dedicated to evaluating and implementing these options.

Members of the Civil Grand Jury interviewed personnel from the Planning Department,
Department of Building Inspection (DBI), Mayor’s Office of Housing and Community
Development (MOHCD), Office of Community Investment and Infrastructure (OCII), and
Department of Homelessness and Supportive Housing (DHSH). In addition to government
agencies, we interviewed experts from UC Berkeley’s Terner Center for Housing Innovation, the
San Francisco Bay Area Planning and Urban Research Association (SPUR), the San Francisco
Tenants Union, the Building and Construction Trades Council (BCTC), and the San Francisco
Apartment Association (SFAA).

Through these interviews, the Jury acquired and analyzed documents and data, most of which are
not available online for reference. Members of the Jury visited the Navigation Center at 1950
Mission Street, researched relevant City codes, and U.S. Census data regarding population
growth. We also consulted published documents from other sources.

DISCUSSION

Accessory Dwelling Units (ADUs): The Promise

ADUs allow for increasing population density without blocking sunlight or changing
neighborhood character. These “infill” projects make use of available land, and because ADUs
are generally small, they are potentially “naturally affordable”.® ADUs offer an alternative to
expensive structures that command high rents—a simpler construction project that is, in theory,
more affordable to rent.

ADUs should be a win-win for the City and for the homeowners who add them. For the City,
ADU s relieve some of the housing production burden. For homeowners, they are a source of
additional rental income, or a place to house family members or caregivers. They can be cozy
places to retire to without leaving home. Having an extra unit also increases the value of the

property.
The Planning Department provides an ADU handbook and video from 2014, explaining the

application and permitting process, and demonstrating how an ADU can fit into a home.’ It
states that adding a living space for family members was the most frequently cited reason for a

- 8 From interviews ‘
% See Appendix A for the location of these resources.
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permit application. As the program has developed, however, the bulk of applications are
currently for units in multi-family buildings, primarily using unused ground floor space. The
Planning Department recently released a list of over 25,000 lots in the City where at least one
ADU is permitted, demonstrating the potential. (see Appendix A). The Planning Department is
also working on updating their outreach material, but as of this report, the handbook and video
provide the most up to date information. The department has also begun outreach at street fairs to
further publicize the ADU program and to encourage permit applications.

To offset restrictions on where ADUs can be built, the Planning Department initiated a waiver
program, in 2016, based on legislation introduced by the Board of Supervisors.'® Waivers allow
viable alternatives to code, or in some cases override code requirements, including required
amounts of open space, light exposure, mandatory parking spaces, or impact on density. Code
requirements were set in times when conditions were different, such as parking space
requirements that are no longer as important, given the growth of public transit and alternative
transportation.'!

During the launch of the ADU program, the Planning Department issued permits in only two
neighborhoods, North Beach and the Castro, and the program got off to a slow start with fewer
than 6 applications. In 2016, the city opened permitting to all neighborhoods, and the number of
applications increased substantially: 43 in 2015, 384 in 2016, and by the third quarter 0f 2017,
there were 531 applications for a total of 1023 applled for units, '? as multi-family buildings were
now allowed to add multiple ADUs.

Until 2017, the Planning Department permitted only ADU additions that fit within the envelope
of the existing building. A change in policy allowed for ADU construction in other pre-existing
structures on the property, separate from the original building, as long as certain requirements are
met.'? This program expansion coincided with a substantial increase in permit applications.

ADUs, The Reality

Like everything in San Francisco, building an ADU is expensive, costing anywhere from
$50,000 to $200,000 or more.'* ADUs are described as naturally affordable for renters, given the
size of an ADU is generally that of a studio apartment. With these relatively low rents, it may
take a homeowner a significant period of time to recoup the costs of building. City officials and
other experts identified several factors that increase costs and discourage homeowners from

10https://sfgov.legistar.com/V iew.ashx?M=F&I1D=4571286&GUID=3E206909-6E9C-45CF-8 A03-
7CC4B44A0CBB

! From interviews

12 Document provided by Planning Dept.

1B gee Appendix D for requirements.

14 Based on 172 permit applications that were approved before March 2018, provided by DBI
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undertaking an ADU project. These include the time it takes to get permits and the costs of
multiple permits.

Applying for an ADU permit, as it does for any new residential construction, requires the
applicant to pay an architect to draw up plans, and that expenditure does not guarantee permit
approval. During the permit process, five City agencies evaluate the design, building and safety
code compliance, structural integrity, utility connections, and neighborhood impact. Scrupulous
code compliance, a must in earthquake country, also slows the process.

The ADU approval process is slower than the Planning Department claims, '° although it is
getting better. The application must go through many departments, taking what the City
estimates as six to nine months. The jury examined DBI records of ADU permits approved
during 2015-2017; across 172 permit applications, the average processing time from start to
approval was 364 calendar days. Within this time period, the Planning Department spent a
median of 199 calendar days reviewing permits.'

The Department of Building Inspection has advanced a pre-application option, where interested
parties meet with DBI and Fire Department inspectors before beginning the application process,
to determine if a location is suitable for an ADU, and what requirements may be waived. DBI
has initiated several internal procedures to speed up permit approval, which is highly
commendable, including better tracking of permit applications. Once these new processes are
fully in place, the department now claims that 92% of ADU applications can be approved over
the counter, particularly when presented by an architect or contractor.'’

In September 2017, shortly before his death, Mayor Ed Lee issued a directive to streamline and
expedite the residential permitting process. The Planning Department responded on December
1st, 2017,'® proposing to:

1) review permits jointly with the Department of Building Inspection, rather than
separately;

2) join the pre-application reviews currently conducted jointly by DBI and Fire;
3) establish an ADU liaison in all responsible agencies;

4) develop capability for counter review service for Planning, similar to DBI; and

15 http://default.sfplanning.org/plans-and-programs/planning-for-the-city/accessory-dwelling-
units/2015_ADU_Handbook web.pdf :
16 See Appendix E for summary of results.

17 Prom interviews

! 8http://defaul’c.sfplanning.org/adminis’cration/communica’cions/ExecutiveDirective1 7-
02_ProcessimprovementsPlan.pdf
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5) develop a process with the Rent Board to speed up searches of eviction history for the
property, the last major hurdle before permit approval.

Parallel processing of permits among departments has speeded up the approval time to some
degree. Planning reported to us that they expect additional internal streamlining to cut their ADU

review process to roughly sixty days.

A new City building is under construction at Mission and South Van Ness, where DBI,
Planning, and DPW will reside. This will create the opportunity for a one-stop permit counter,
relieving applicants from having to travel to various City buildings to obtain their ADU permits.
Potentially, an inter-agency office can operate in this building, where point-persons from all the
agencies involved in ADU permitting can coordinate their reviews, expedite permits, and
improve communications. Interdepartmental meetings have discussed improvements to the
permit process, but a one-stop counter and regular meetings are feasible only when these
agencies are in the same building. This new building will not be completed for several years.

Some of the provisions in the Planning Department’s response could be done before the
building’s completion. DBI and the Fire Department now consult prior to a formal permit
application—the optional pre-application review—and Planning likely could join this review
process as it currently exists. Doing so would be a promising start to the agency’s plans for a
quicker process.

Fees

Fees charged for permits, at approximately 9% of projected building cost, are high enough to be
a barrier for single family homeowners.!® We understand that city building codes seem to call for
permit fees to cover the costs of administering permits and inspections. ADU applications more
than doubled each year from 2015 to 2017; this is a promising trend, but managing the increased
demand necessitated more staff, which requires additional expenditure. Permit applications were
submitted for over 1,000 ADUs in 2017, representing 20% of the late Mayor Lee’s call for 5,000

new housing units a year.?’

Fees during the permitting process cover building inspections and plan reviews. Additionally,
there are City fees related to impact on the school district, street tree requirements which involve
reviewing plans from the city to identify locations of street utilities, and other infrastructure
considerations.

According to the Terner Center,?! lower ADU permit fees appear to spur construction of ADUs,
with Portland, Seattle, and Vancouver, BC cited as specific examples. In San Francisco, the costs

19 From interviews.
20 https://sfmayor.org/housing-for-residents
21 http://ternercenter.berkeley.edu/uploads/ADU_Update Brief December 2017 .pdf
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of construction are high, compared with national averages.?? DBI records show that approved
ADU projects range anywhere from an estimated cost of $50,000 to $200,000 per unit. In the
jury’s analysis of 172 ADU permit records?® from DBI, permit fees represent about 9% of the
projected construction cost of an added ADU. Permit fees could therefore add nearly $20K to
upfront costs, potentially deterring property owners from pursuing a permit that may or may not
be approved. The Terner Center notes that the average cost of building an ADU is $150,000
nationally, but given the higher cost of living in SF, agrees that a $200,000 average is likely
accurate for San Francisco conditions.

If a multi-unit building is undergoing seismic retrofit, either mandated or voluntary, the owner
can bypass statutory limitations on the number of ADUs that can be added, and multiple ADUs
are consolidated under one permit, rather than requiring a permit for each unit; this gives
landlords an advantage over single-family homeowners. Perhaps not incidentally, the majority of
ADU applications that we examined were for units in multi-family buildings.?*

Given that individual homeowners are building voluntarily and at their own expense, and their
efforts potentially contribute to the city’s housing supply, it seems counterproductive to us to
burden them with the additional obligation to finance a city agency’s work—particularly in
combination with a long and complicated process of permitting. We would like to see San
Francisco relieve homeowners’ ADU permit expenses and subsidize related building
departmental functions from the general fund. This relatively small investment could go a long
way to encouraging more ADU construction, which would contribute meaningfully to the
housing inventory.

Costs and Financing

Financing is also an issue, as many homeowners, saddled with high mortgage payments and
property taxes, may not have the resources to invest in construction with no short-term profit.
There may be a longer term profit when the original cost has finally been recouped through

rental income, or a medium term profit if the house is sold, but combined with the disincentive of
an immediate property tax increase, the prospect of financing such construction can be daunting
for any homeowner. :

Financing aside, construction costs are a major barrier for single family homeowners. Labor is
expensive in San Francisco for many reasons, including the cost of living for workers. The
supply of local labor is shrinking in a market with rising demand, which raises construction costs
further.® 26 Additionally, the North Bay fires have stretched the Bay Area’s construction and

2 https://www.bizjournals.com/sanfrancisco/news/2018/0 1/24/sf-construction-costs-2nd-hi ghest-housing-crisis.html
23 From copies of official documents provided by DBI
2 See Appendix F

25 hitps://ternercenter.berkeley.edu/construction-costs-series
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trade unions very thin.?” 2 It is axiomatic that where demand is high and supply is low, costs
increase.

Most of the labor for ADU construction is non-union.? Representatives of the building trades
indicate that the trade unions are generally not involved with small ADU construction, as large
unions typically stick to large projects with greater emphasis on union labor. The non-union
labor pool is more flexible, and it might be possible to supplement it with temporarily less
expensive, but well supervised, trainees.

To conclude our discussion of ADUs, we believe that it might be possible to reduce costs for
some homeowners if the City developed architectural templates for some single family homes.
For example, the developer of most of the homes in the Sunset, Henry Doelger, used five basic
architectural plans. If the City offered five standard ADU plans to fit into Sunset District homes,
this could speed up the process of approval, add available units more rapidly, and save
homeowners some or all of the expense of architectural plans.

Modular Construction - The Potential

Construction labor is growing more scarce,® due in no small part to the high cost of living in
San Francisco and the surrounding areas. When construction workers can’t afford to live here or
within reasonable commute distance, they find work elsewhere. At the same time, the cost of
construction for both materials and labor continues to rise. Under these conditions, another
alternative to traditional multi-unit residential construction methods offers the potential of
noticeably increased efficiency. This alternative is modular housing construction—prefabricated
units assembled in factories, delivered as freight, and assembled on site. These housing units
have external utility connections already in place when delivered, and are stacked by crane on
top of a specially-constructed concrete pad. When all the units are connected, the building’s
outer skin and roof are added.

Industry experts and local authorities agree that modular construction methods are expected to
save both time and money compared to traditional methods. The Mayor’s Office of Housing and
Community Development (MOHCD) estimates that, in San Francisco, modular construction
would reduce building costs by 7-15%, and would reduce time of construction by 10-15%.
Estimates for other areas of the country estimate cost savings of 20-30% and time savings of 30-
50%, depending on conditions. The Terner Center for Housing Innovation and other independent

26 From interviews

27 From interviews

28 http://www.sacbee.com/news/local/article1 79433551 .html

2% From interviews
3oh‘rtps://www.mercurynf:ws.corn/2018/02/25/hidden—cos’c-of-housing—how—a—shox‘cage-of-construction-workers-is-
making-our-crisis-worse/
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experts also predict time savings of up to 50%.3! There are several factors that go into these
efficiencies:

e Production line efficiency—building identical or similar units one after another in a
factory setting allows for more efficient staging of materials and more efficient use of
workers’ time. These efficiencies save both time and expense.

e Parallel work—while the housing units are being built in a factory, the specially-
constructed on-site concrete foundation pad can be built concurrently, which saves time.

e San Francisco as a special case—logistical, labor, and political issues affect how much
time and expense can actually be saved in City-sponsored residential projects that use
modular construction. Those issues are detailed in a later section of this report.

Modular construction of residential units is an industry that has been growing and maturing for
more than 20 years. Construction techniques for modular units and for the underlying concrete
pad have become more sophisticated and precise over time, so that the units fit better on the pad,
and fit together without gaps or leaks. Research and testing to improve processes and materials
are constants in the industry.

San Francisco’s urgent need for housing and the City’s budget constraints mean that modular
construction methods deserve more serious consideration for City-sponsored, below-market
residential projects than they have received. The City needs to look beyond and creatlvely
challenge current practices in housing construction.

The first step is now being taken: MOHCD is financing a residential project for homeless people
located at 1068 Mission Street, with up to 250 housing units, and they have decided to build it
with modular housing units.*? It should be breaking ground soon, and is planned to be completed
in 2021. The units will be built by a company called Factory OS, located in Vallejo. The
Carpenters Union has signed an exclusive labor contract with Factory OS to build modular units
at that location.

The land for this project was acquired from the federal government in a deal which puts time
pressure on the project.>* Even more pressure, perhaps, is on MOHCD to make this modular
project work within the expected time and cost parameters. This is the first City-sponsored
modular residential project and it will be the crucible that builds management experience and
skill for future modular projects. The concern expressed by MOHCD is that this first project may
by itself be used to gauge' the viability of modular construction techniques. City authorities have
told us that it could take up to five modular projects before they can be sure whether modular

3'1http://ternercen’ter.be:rkelvay.edu/uploads/A.Stein_PR_Disruptive_Development_-
_Modular_Manufacturing_in_Multifamily Housing.pdf

32 From interview

33 Based on interviews: the project must be completed and occupied with 3 years of the start date or the current
property deal will be rescinded. What deal might take its place if the project fails to meet that timeline is unknown.
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construction methods should be adopted by them generally. Fortunately another, larger homeless
residential project is being planned by the Office of Community Investment and Infrastructure
(OCII) for Mission Bay Block 9, and they are strongly considering using modular construction
for that project. We hope that modular construction methods for city-supported below-market
housing will not be abandoned prematurely, before they have been adequately tested by
experience.

There is further potential to the 1068 Mission homeless residential project that would work to
reduce the housing shortage and to benefit the homeless themselves. Due to the agreement to
obtain this Federal land, the project will not allow any retail on the ground floor. This area could
provide space for training for both traditional building skills and new modular construction
practices. Also, being trained in the building trades would provide a new path forward for the
formerly homeless, and lessen the labor shortage.

Modular Construction - The Challenge

Over the course of our interviews, we learned of a number of logistical challenges associated
with modular construction that don’t apply to traditional building methods. Some of these are
unique to San Francisco, some are built-in parts of the process.

e Transportation—the size of each unit is substantial, and requires a large transport vehicle
to move it from the factory to the job site. In addition to traffic issues along the way, this
requires more unloading space than normal at the job site.

e Unit storage—to keep work flowing, a number of finished units will have to be stored at
the job site before being installed. This requires more storage space than normal at the job
site.

e Larger crane—lifting the large units to their place in the building requires a larger crane
than normal, and this takes up more than the usual space required for a crane.

e Narrow streets—many San Francisco streets tend to be narrower than other cities. This
means that wide vehicle loads and larger unloading areas will have a larger negative
impact on traffic than in other cities, and a larger impact than other construction methods
in San Francisco.

e Lack of open space—San Francisco does not have a lot of open space in many areas of
the city. This means that it can be more difficult to fit into a building site the extra space
required for unit storage and a larger crane.

e Vulnerability to weather—unlike traditional construction, modular units are installed
before the building’s exterior walls or roof, and finished unit interiors can be damaged by
rain or excessive moisture. Units are delivered covered in protective wrappings, but at
least some of those wrappings must be removed for installation. Manufacturers need to
devise means to address this challenge.
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Clearly, based on these logistical issues, construction space for a modular project will need to be
. larger than normal, and extra attention will need to be given to its impact on sidewalks, parking,
and traffic. Modular construction may, therefore, not be feasible in some areas of the city.

There are also concerns about inspection of the modular units. Inspection of the interiors of units
as they are built must happen at the factory, and currently these inspections are done by state
inspectors following state building codes. Construction site inspections, in contrast, are
conducted by City officials applying San Francisco building codes, which are in some cases
more rigorous than state codes. Since modular unit interiors are finished when they arrive at the
construction site, City inspectors can’t inspect the plumbing, wiring, and construction integrity.
This is a cause for some concern if San Francisco inspectors are not present at the factory. For
modular units built outside the city, it may be necessary for City inspectors to travel to the
factory to inspect for compliance with San Francisco building codes as the units are built. If this
is not done, some San Francisco buildings would end up built to less strict codes than others.

San Francisco’s construction trade unions have their own problems with modular construction
projects. Some of these unions (plumbing, sheet metal workers, electricians)®* have existing
contracts that forbid them from working with components that were not manufactured with the
participation of their union members, and that description would currently include all modular
housing units. When those unions can’t participate in a project, it becomes a non-union project,
and that keeps the other unions from working there as well. Other trade unions that don’t have
that specific clause in their contracts have agreed to waive that restriction and work on a non-
union site only for City-sponsored homeless residential projects, such as the one at 1068 Mission
Street, and the one at Mission Bay Block 9, should that one be built with modular construction.

One proposal that would resolve both the problem of local building codes and inspections, and
the trade union issues, would be to establish a modular residential unit factory, staffed with union
labor, here in San Francisco. Units built in such a factory would be subject to local building
codes and would have City inspections. The units would be built within the parameters of
existing union contracts, and City-sponsored modular projects would be able to proceed as fully
unionized work sites. This may be the only way forward for modular construction of City-
sponsored residential projects in San Francisco. Private contractors may choose to build their
modular projects using non-union labor, but the City does not have that option for its projects.

Establishing a modular unit factory in the city has other advantages:

e Such a factory would increase middle-class manufacturing jobs in San Francisco.

e A factory employing union labor ensures best practices, good construction quality, and
fair wages.

e A factory setting can serve as a training ground for trade union apprentices.

34 From interviews
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e A modular factory would help retain building trade expertise within the city, and build a
stronger labor force.
e Producing modular units in San Francisco would reduce transportation costs from the
factory to the building site in the city. _
The City and the trade unions are discussing the possibility of such a factory, and have already
identified a potential site. There is much to consider, including a possible new paradigm of
construction labor. Factory work is very different from on-site construction, and modular
construction could end up creating a new factory-based trade union.3> Most current trade union
skills could translate to a factory setting, but someone who has been trained and has worked only
in a factory will not have the same skills as a current trade union journeyman. Unions,
developers, and the City will have to negotiate these changes.

CONCLUSION

It clearly doesn’t work to depend on developers to provide housing for all San Francisco
residents, as below-market and middle class housing are left further and further behind. All
construction methods and formats face the escalating costs of construction in the city. A city that
has always been a nexus of innovation must actively pursue and implement alternatives to
traditional housing construction. We have identified two kinds of alternative building methods
that can help to meet the City’s housing needs: ADUs in single family homes, and modular
construction for multi-unit residential structures .

For ADUs, we wholeheartedly recommend accelerating the permitting process and lowering the
fees for building them. Other cities have shown that lowering fees increase homeowners’
willingness to apply for permits. This approach would require funding the costs to City
departments of ADU permit processing and inspections from other sources, such as the general
fund. We also envision creating a job training program within the first homeless housing project
to teach homeless workers preparatory skills for construction work.

Modular construction is another alternative worth pursuing more actively than it has been in San
Francisco; considered strictly as a construction method, it is both faster and cheaper than
conventional construction. It may take as many as five projects using this alternative building
process to get a real understanding of the benefits and challenges, specifically in San Francisco.
There is only one project currently in the works, and possibly two, if the OCII project commits to
modular construction for Mission Bay Block 9. We will need to do more of these.

The City has changed dramatically in the 21st century, and that calls for new ways of addressing
the housing needs of a growing population. ADUs offer the possibility of increased density,
without changing the look and feel of our neighborhoods, a process pleasing to both proponents
of greater density and advocates of protecting neighborhood character. As we face the challenges

35 From interviews.
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of getting our homeless citizens off the streets and of housing our middle and working classes,
cheaper and faster methods are vitally important. Modular construction appears to be one
solution, and we will see how these first attempts meet those goals and satisfy those standards.
The needs are clear, and these two alternatives offer new ways to deal with a new city.

F1.

F2.

F3.

F4.

F5.

Fé.

F7.

F8.

FINDINGS

The City has produced more than the required market rate housing to satisfy market

. demand using traditional building practices, but not nearly enough below market rate

housing. Taking better advantage of alternative construction methods can increase the
City’s ability to narrow the below-market housing gap. (No recommendation)

Construction of ADUs can add a meaningful number of moderately priced rental housing
units in San Francisco, with no significant burden on City finances. Therefore, encouraging
ADU development is of value to San Francisco. (R1, R2, R3, R4, R9, R10)

The City has provided a program to encourage ADU construction, and as a result, the
number of ADU permit applications has been growing dramatically. Further improvements
to this program will help ADU construction to continue on a successful trajectory. (R6)

The length of the permitting process for ADUs is a major factor in limiting the speed of
bringing ADUs to market to help meet the housing shortage. Shortening the ADU ’
permitting process both expedites and encourages ADU construction. (R4, R6)

The Planning Department expects to establish a one-stop permit center in its new building,
which would bring together all agencies involved in the permit process, and thereby
expedite approvals, but the new building won’t be ready until 2020; therefore, interim
measures to expedite ADU approvals are needed. (R4)

The City’s ADU program acknowledges the value to the City of increasing ADU
construction. Homeowners who construct ADUs do so voluntarily and at their own
expense. The additional burden of heavy permit fees is counterproductive to the City’s goal
of increasing the rate of ADU construction, in that it represents an additional barrier to
building ADUs for single family homeowners, and therefore likely reduces the number of
applications. (R2, R3)

Cities that lower permitting fees for ADUs, as Portland, Seattle and Vancouver, BC have
done, see an increase in the number of permit applications by single family homeowners; if
San Francisco reduces permitting fees for that type of ADU permit applications, they are
likely to increase. (R2, R3)

The City’s Building and related construction codes place limitations on what can be built,
inhibiting some homeowners from building ADUs. Allowing exceptions from these
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Fo9.

F10.

F11.

F12.

F13.

F14.
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requirements, when it can be done without compromising safety, helps homeowners add
ADUs to their homes. (R1, R9)

The Planning Department’s current public outreach program is a good start, but the
material needs to be updated, and it is not reaching enough people. Better outreach directed
to more homeowners will likely lead to an increase in applications for construction of
ADUs in single family homes. (R10)

Spaces at the 1068 Mission and possibly the Mission Bay Block 9 homeless housing
projects may be suitable for construction trade “soft skills” training—preparatory training
for construction work. This could be facilitated by DHSH as part of the CityBuild program.
The end result could be a strengthened labor force. (R5)

When the City is building housing using factory-constructed modules from outside the
City, the factory construction of those modules is subject to state building codes but not
local building codes. If local building codes are not taken into account at the factory, there
can be code compliance problems at the project site. (R8)

Some current trade union contracts prevent the City from using modular construction for
City-sponsored below market housing projects, and further slow progress on below market
housing. (R11)

It may take as many as five residential modular construction projects for the City to
accurately assess this alternate construction method, including an assessment of cost and
time benefits. In addition to the 1068 Mission project, it will be helpful to this assessment if
the pending homeless housing project at Mission Bay Block 9 is built using modular
construction methods. (R7)

The building trade unions are open to talks with the City to establish a factory for modular
unit construction in San Francisco, staffed by union workers, and committed to best
practices, and this is a promising start to trade union acceptance of modular construction
technology. (R11)

RECOMMENDATIONS

The San Francisco Civil Grand Jury:

RI.

Recommends the Planning Department and the Department of Building Inspection jointly
review their codes and submit joint recommendations to the Board of Supervisors no later
than April 1, 2019 for code amendments designed to encourage homeowners to build more
ADU:s. (F2, F8)
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R3.

R4.

RS.

Ré.

R7.

R8..

RO.

R10.

R11.

Recommends the Board of Supervisors amend existing City codes and ordinances, before
June 30, 2019, to waive or reduce ADU permit fees, with the understanding that reduced
departmental revenues would be made up from the City’s general fund. (F2, F6, F7)

Recommends the Board of Supervisors structure fees separately for ADUs in single family
residences and ADUs in multi-unit buildings, specifically designed to ease the permitting
costs for single family homeowners. (F2, F6, F7)

Recommends the five agencies involved with ADU permitting establish a shared meeting
space by January 1, 2019, and not wait for the completion of the new shared agency
building. This space would be used by point persons from each of the five permitting
agencies to expedite the ADU permit approval process. (F2, F4, F5)

Recommends that MOHCD and OCII require the managers of 1068 Mission Street and
possibly Mission Bay Block 9 to reserve grourid floor space for use in training construction
workers, including training in ADU construction methods and modular unit construction
work. (F10)

Recommends the Department of Building Inspection work with the Department of the
Controller to develop meaningful, outcome-based performance metrics on ADU permit
approval duration, to be reported on OpenData starting January 2019. (F3, F4)

Recommends the Office of Community Investment and Infrastructure make its best effort
to encourage the developer to use modular construction for the Mission Bay Block 9
homeless housing project. (F13)

Recommends the Department of Building Inspection regularly inspect modular factories
outside the City, if those factories are building housing for the City, to ensure construction
is built to comply with City codes. (F11)

Recommends the Planning Department waive parking space requirements for ADUs built
in single-family residences. (F2, F8)

Recommends the Planning Department expand its public outreach on ADUs to increase
homeowner awareness of ADU opportunities. (F2, F9)

Recommends the Mayor support the establishment of a union-staffed modular housing
factory in San Francisco. (F12, F14)

REQUIRED RESPONSES

Pursuant to Penal Code section 933. The San Francisco Civil Grand Jury requests responses as
follows:
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From the following individuals:

Director, Mayor’s Office of Housing and Community Development (MOHCD)
(F10, F11,F12, F13, F14)
(R5,R8)

Director, Planning (City Planning) Department
(F2, F4, F5, Fe, F7, F8, F9)
(R1, R4,R9,R10)

- Director, Department of Building Inspection
(F2, F3, F4, F5, F6, F7, F8, F11)
(R1, R4, R6,R8)

Chief, Fire Department
(F2, F4, F5)
(R4)

Director, Department of Public Works
(F2, F4, F5)
(R4)

General Manager, Public Utilities Commission
(F2, F4, F5)
(R4)

Controller, Office of the Controller
(No Findings to Respond To)

(R6)

Director, Department of Homelessness and Supportive Housing
(F10)
®5)

Director, Office of Community Investment and Infrastructure
(F10, F11, F13)
(R5,R7,R8)

San Francisco Board of Supervisors
(F2, F6,F7)
(R2, R3)

Office of the Mayor
F12,F14)
R11)

SFCGJ 2017-2018: Accessory Dwelling Units and Modular Housing



GLOSSARY

ADUs: Accessory Dwelling Units. Living spaces added to existing residential properties,
sometimes referred to as “in-law” units.

DBI: Department of Building Inspection.
DPW: Department of Public Works.
DHSH: Department of Homelessness and Supportive Housing.

Modular Units: Prefabricated housing units assembled at a factory for delivery to a construction
site.

MOHCD: Mayor’s Office of Housing and Community Development.

OCII: Office of Community Investment and Infrastructure. Successor to the San Francisco
Redevelopment Agency.

SFPUC: San Francisco Public Utilities Commission.

SPUR: A think tank formerly known as the San Francisco Bay Area Planning and Research
Association.

Terner Center for Housing Innovation: A think tank affiliated with UC Berkeley.

APPENDICES

Appendix A: City lots where ADU additions are currently allowed:
https://data.sfeov.org/Housing-and-Buildings/Accessory-Dwelling-Units-ADU-/9¢i 8-
cnht?category=Housing-and-Buildings&view name=Accessory-Dwelling-Units-ADU-

Appendix B: (https://data.sfgov.org/Housing-and-Buildings/Accessory-Dwelling-Units-ADU-
/9¢ci8-cnht?category=Housing-and-Buildings&view name=Accessory-Dwelling-Units-ADU-

Appendix C: The video (https://www.youtube.com/watch?v=y9ymJxOBSHI&feature=youtu.be)
shows how a unit is installed and the process of application to build one

Appendix D: Until 2017, the city only allowed ADUs within the envelope of the existing
building. Starting in 2017, the city allowed ADUs in other existing structures on the property,
such as free-standing garages. Additionally, if a property has a large porch extending over a yard,
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the owner can extend an ADU to the dimensions of the porch.3¢ Additionally, in 2017,
Ordinance 162-17 was passed, easing ADU restrictions regarding the number of ADUs that can
be built in a multi-unit building and exemptions to Costa Hawkins.>’

Appendix E: Review of 172 ADU permit records for duration of permit process per department.

Intake to Planning
Planning | Daysin | to DBI | DaysIn | Days After Total |Total "Gap"
GAP |Planning| GAP DBI Planning Days Days
Highest
Value| 169 747 31 376 423 858 170
2nd
Highest
Value 96 479 23 316 415 747 97
Lowest
Value 0 0 0 0 1 24 0
2nd
Lowest
Value 0 0 0 0 21 33 0
Average| 9.14 199.15 1.77 79.63 156.33 364.61 10.89
Median 2 175.5 1 52.5 140 1 3485 4

Appendix F: Review of 172 ADU permit applications for number of units built compared to
number of pre-existing units.

36https://sfgov.legistar.conv View.ashx?M=F &ID=5170884&GUID=F4CABC66-C96B-41FE-A2A A-
321AB6DFF79A
37 hitps://sfbos.org/sites/default/files/00162-17.pdf

SFCGJ 2017-2018: Accessory Dwelling Units and Modular Housing 20



Permit Application distribution by # of units of original
building

Data source: June 2015 - Dec 2017 from DBI

1 1 16 17
2 8 1 9
3 5 3 8
4 3 1 4
5 6 1 7
6 24 9 8 3 44
7 2 2 1 5
8 4 1 1 6
9 7 3 3 13
10 1 1 2
11 1 1 2
12 6 8 6 2 22
13 1 1
14 1 1 1 3
15 1 1 4
16 2 2
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17 1 1 2
18 1 1 2
19 1 1
20 1 | 1
21 1 1
23 | 1 1
24 2 2
27 2 1 3
28 1 1
29 1 1
30 2 2
34 1 1
42 1 1
49 1 1
55 1 - 1

Appendix G: Rules for Calculation of Permit Fees in San Francisco City Codes

The San Francisco Building Code provides for fees in sections 107A and 110A, and spells out
fee calculations in enormous detail in Table 1A-A, section 110A. Parenthetically, these sections
note that other departments may also charge fees, including Public Works, Planning, Fire, and
other agencies. The San Francisco Planning Code states in section 350(a) that the Planning
Department "...shall charge fees," and that "...the Board of Supervisors may modify the fees by
ordinance at any time."
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Clerk of the Board

Subject:

Hearing - Civil Grand Jury Report - Mitigating the Housing Crisis: Accessory Dwelling Units and Modular Housing

The text is listed below or attached:

Hearing on the recently-published 2017-2018 Civil Grand Jury report, entitled "Mitigating the Housing Crisis:
Accessory Dwelling Units and Modular Housing."
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