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Substituted
FILE NO. 091251 03/09/2010 ORDINANCE NO.

[Development Fee Collection Procedure; Administrative Fee. ]

Ordinance ainending the San Francisco Building Code by adding Section 107A.13 to
establish a procedure for the Department of Building Inspection (DBI) to collect
development impact and in lieu fees, to provide that the fees are payable prior to
issuance of the first building permit or, in the case where a site permitis issued, the
first‘addendum authorizing construction of the project, with a temporary option for the
project sponsor fo defer payment to prior to issuance of the first certificate of
occupancy upon agreeing to pay a deferral surcharge on the amount owed that would
be deposited into the same fund that receives the development fees, to require that any
in-kind public benefits required in lieu of payment of development fees are
implemented prior fo issuance of the first certiﬁcate of occupancy for the project, to
require DBI to generate a Project Development Fee Report prior to issuance of the
building or site permit for the project listing all fees due with the opportﬁnity for an
appeal of technical errors to the Board of Appeals, to establish a Development Fee
Coilection Unit within DBl and a fee for administering the program; providing that the
ordinance's operative dateis May 15, 2010; and adopting findings, including
environmental findings.

NOTE: Additions are single-underiine italics Times New Roman,
deletions are strike-through-iteties Fimes-NewRomarn.
Board amendment additions are double-underlined;
Board amendment deletions are strikethrough-normal.

Be it ordained by the People of the City and Coun’éy of San Francisco:
Section 1. Findings. The Board of Supervisors hereby finds that:
(a)  The Planning Department has determined that the actions contemplated in this

ordinance comply with the California Environmental QL_fa!ity Act (California Public Resources
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Code Section 2‘1 000 et seq.). Said determination is on file with the Clerk of the Board of

Supervisors in File No. 091251 and is incorporated herein by reference.

{b) In March, 2008, San Francisco published its Citywide Development Impact Fee
Stﬁdy Consolidated Report. The purpose of the Study was to evaluate the overall state,
effectiveness, and consistency of the City's impact fee collection process and to identify
improvements. Among other things, the Study cited the City's decentralized process as a
problem. Centralizing the collection of development impact and in-lieu fees within the
Department of Building Inspection, providing for an auditing and dispute-resolution function
within DBI, generating a single record listing all the impact and in-lieu fees that the City
assesses on development projects, and providing Project Development Fee Reports to project
sponsors and the public listing fees owed for individual development projects will further the
City's goals of streamlining the process, ensuring that fees are accurately assessed and
collected in a timely manner, informing the public of the fees assessed and collected, and
implemeﬁtin‘g suggestions contained in the Consolidated Report.

{c) The City assesses a variety of development fees on.land-use development
projects; the timing for collection of these fees varies. Also, typical economic cy_c.Ies create
\;rotla_tility in the building and construction industries that has negativé impacts on the-
availability of financing, greaﬂy affecting the viability of a range of development projects. The
current global economic crisis has exceeded both the depth and breadth of typical economic
downturns. These boom-and-bust economic cycleg; create financial and other hardships for
both project sponsors and the City's permit-issuing departments.

By enacting this procedure to standardize the collection and timing of payment of
dévelqpment impact and in-lieu fees assessed by the City and give the projéct sponsor the
option to defer payment of the fees, the City intends not only to streamline the process but

also to mitigate the financial hardships caused by economic cycles in general and the current
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global economic crisis in particular. 'This'will allow project sponsors to proceed to obtain
eniitlements for development projects' that would otherwise be unable to proceed under
adverse economic conditions and enable a better-managed economic recovery.

Section 2. The San Francisco Bujlding Code is hereby amended by adding Section
107A.13, to read as follows: | |

107A.13  Development Impact and In-Lieu Fees.

107A.13.1 Definitions. (a} The following definitions shall govern interpretation of this Section:

(1) "City" shall mean the City and County of San Francisco.

(2) "Department” shall mean the Department of Building Inspection.

(3) "Development fee" shall mean either a development impact fee or an in-lieu fee. It shall

not include a fee for service or any time and material charges charged for reviewing or processing

permit applications,

{4) "Development impact fee" shall mean a fee imposed on a development project as a

condition of approval by the various departments and agencies of the City and levies against

development projects by the San Francisco Unified School District under Section 17620 of the

California Education Code and otfzer provisions of State law to mitigate the impacts of increased

demand for public services, facilities or housing caused by the development project that may or may

not be an impact fee governed by the California Mitigation Fee Act (California Government Code

Section. 66000 et seq.)

{(5) “Development impact requirement” shall mean a requirement 1o provide physical

improvements, facilities or below market rate housing units imposed on a development project as a

condition of approval to mitigate the impacts of increased demand for public services, facilities or

housing caused by the development project that may or may not be governed by the California

Mitieation Fee Act (California Government Code Section 66000 et seq.).

Mayor Newsom
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{6) "Development project” shall mean a project that is subject to a development impact or

in-lieu fee or development impact requirement,

(7] "First certificate of occupancy” shall mean either a temporary certificate of occupancy

or a Certificate of Final Completion and Occupancy as defined in San Francisco Building Code

Section 109A, whichever is issued first,

(&) "First construction document” shall mean the first building permit issued for a

‘development project or, in the case of a site permit, the first building permit addendum issued or gther

“ document that authorizes construction of the development project. Construction document shall not

include permits or addenda for demolition, grading, shoring, pile driving, or site preparation work.

{9) "In-lieu fee" is a fee paid by the project sponsor in lieu of complying with a City

requirement that is not a development impact fee within the meaning of the Mitigation Fee Act .

(10} "Project sponsor” or "sponsor” shall mean an applicant seeking approval for

construction of a development project subject to this Section, such applicant's successor and assigns,

and/or any entity which controls or is under common control with such applicant.

(11)  "Unit” shall mean the Department's Development Fee Collection Unit. .

107A.13.2 Collection by Department. The Department shall be fesponsible for collecting all

development impact and in-lieu fees, including (a) fees levied by the San Francisco Unified School

District if the District authorizes collection by the Department, and (b) fees levied by the San Francisco

Public Utilities Commission, if the Commission's General Manager authorizes collection by the

Department, deferral of payment of any development fee, and/or resolution of any development fee

dispute or appeal in accordance with this Section 107A.13.

107A.13.3 Timing of development fee payments and satisfaction of development impact

requirements.
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{a) All development impact or in-lieu fees owed for a development project shall be paid by

the project sponsor prior to issuance of the first construction document; provided, however, that the

project sponsor may elect to defer payment of said fees under Section 107A.13.3. 1.

(b) Any development impact requirement shall be completed prior to issuance of the first

certificate of occupancy for the development project.

107A.13.3.1 Option to defer payment; deferral surcharee. A project sponsor may elect to defer

pavment of any development impact or in-lieu fee collected by the Department to a due date prior to

issuance by the Department of the first certificate of occupancy. This option may be exercised by (1)

submitting a deferral reguest to the Department on a form provided by the Department prior to

issuance of the first construction document, and (2} agreeing to pay a Development Fee Deferral

Surcharee. The option to defer pavment of a development fee shall not be available to q project sponsor

who paid the fee prior to the operative date of May 15, 2010, and shall expire three years from May 15,

2010 unless the Board of Supervisors extends it.

The Development Fee Deferral Surcharge shall be paid when the deferred fees are pdi‘d prior to

issuance of the first certificate of occupancy, and shall accrue at the Development Fee Deferral

Surcharge Rate. The Development Fee Deferral Surcharge Rate shall be calculated monthly by the

San Francisco Treasurer's Office as a blended interest rate comprised of 50% of the Treasurer's vield

on_a standard two-yeqr investment and 50% of the Annuagl Infrastructure Construction Cost Inflation

Estimate published by the Office of the City Administrator's Capital Planning Group and approved by

the City's Capital Planning Committee consistent with its obligations under Section 409(b) of the San

Francisco Planning Code. The Treasurer's vield on a standard two-vear investment shall be 60% of

the Two-Year U.S. FNMA Sovereign Agency Note Yield-to-Maturity and 40% of the Current Two-Year

U.S. Treasury Note Yield-to-Meaturity as quoted from the close of business ok the last open market day

of the month previous to the date when g proiect sponsor elects to defer the development fees owed on a

development project. The annual Infrastructure Constriction Cost Inflation Estimate shall be updated

Mayor Newsom :
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by the Office of the City Administrator's Capital Planning Group on an annual basis, in consultation

with the Capital Planning Committee, with the goal of establishing a reasonable estimate of

constriction cost inflation for the next calendar vear for a mix of public infrastructure and facilities in

San Francisco. The Capital Planning Group may rely on past construction cost inflation data, market

trends, and a variety of national, state and local commercial and institutiongl construction cost

inflation indices in developing their annual estimates for San Francisco. The San Francisco

Treasurer's Office shall publish the blended rate on its website at the beginning of each month,

commencing on March 1. 2010. The accrual of any deferred development fees begins on the first day

that a project sponsor elects to defer development fees, but never later than immediately after issuance

of the first construction document. The Developmenr‘Fee Collection Unit shall calculate the final

Development Fee Deferral Surcharge by multiplying the total development fees otherwise due prior to

issuance of the construction document by the Development Fee Deferral Surcharge Rate by the actual

day count of the entire Developﬁment Fee Deferral Period, which shall be the nmunber of davs between

the project sponsor's election to defer to final pavment of the deferred development fees. The

Development Fee Deferral Surcharee shall be apportioned among all development fee funds according

to the ratio of each development fee as a percentage of the total development fees owed on the specific

project.
107A.13.4 Development Fee Collectioﬁ Unit. There shall be a Development Fee Collection

Unit established within the Department. The Unit's duties include: (1) receiving and organizing

information from various City agencies concerning the amount of development fees owed or specific

development impact requirements imposed under various sections of the San Francisco Municipal

Code or other legal authority, {2} working with the project sponsor and relevant agencies to resolve

any disputes or guestions concerning the development fees or development impact requirements

applied to specific development projects, (3) ensuring that the first construction document, or first

certificate of occupancy if the proiect sponsor elects to defer payment, Is not issued prior to payment of

Mayor Newsom
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all development fees that are due and owing, (4) confirming with the Planning Department that any

outstanding development impact requirements are satisfied prior to issuance of the first certificate of

occupancy for_projects subject to such requirements, (5) generating Project Development Fee Reports.

(6) processing any development fee refunds, (7) publishing and updating the Citywide Development

Fee Register, (8) initiating lien proceedings to collect any unpaid development impact or in-lieu fees,

and (9) performing such other duties as the Building Official requires. The fee for the Department's

services shall be as provided in Section 1074.13.14,

107A.13.5 Citywide Development Fee Register. The Unit shall publish g Citywide

Development Fee Register that lists all current San Francisco development impact and in-lieu fees, The

Unit shall update the Repister whenever a development impact or in-lieu fee is newly enacted,

rescinded or amended. The Unit shall make the Register available to the public upon request, including

but not limited to posting it on the Department's website.

107A.13.6 Required City Agency or Department Notice to Development Fee Collection Unit.

Prior to issuance of any building or site permif for a project, any department or agency responsible for

calculating a development fee collected by the Unit or imposing a development impact requirement

shall send written or electronic notification to the Development Fee Collection Unit that (i) identifies

the development project, (ii) lists which specific development fees and/or development impact

requirements are applicable and the legal authorization for their application, (iii) specifies the amount

of the development fee or fees that the department or agency calculates is owed to the City or that the

project sponsor has elected to satisfy a development impact requirement through the direct provision of

public benefits, and (iv) lists_the niome and contact information for the staff person gt each agency or

department responsible for calculating the development fee or monitoring the development impact

requirement.

107A.13.7 Project Development Fee Report, Prio_r to the issuance of the building or site

permit for a development project that owes a development fee or fees or is subject to development

Mayor Newsom
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impact requirements, and at any time thereafter, the Development Fee Collection Unit shall prepare

and provide to the project sponsor, or any member of the public upon request, a Project Development

Fee Report. The Report shall: (i) identify the development project (ii) list which specific development

fees and/or development impact requirements are applicable and the legal authorization for their

© ©W o N o U A W N

application, (iii) specify the amount of the development fee or fees that the department or agency

calculates is owed or that the project sponsor has elected to satisfy a development impact requirement

through the direct provision of physical improvements, (iv) list the name and contact ipformation for

the staff person at each agency or department responsible for calculating the development fee or

monitoring the development impact requirement, and (v} state whether the development fee or fees are

H

due and payable prior to issuance of the first construction document or whether the project sponsor has

reqguested deferral under Section 107A.13.3. 1. and note the status of pavment. A copy of the Project

Development Fee Report shall always be made available to the project sponsor immediately prior to

‘issuance of the site or building permit for a development project subject to any development fee or fees

to provide adeguate notice of the proposed development fee or fees. The Development Fee Collection

Unit shall not issue a Final Development Fee Report and the respective site or building permit for a

- development project until it has received written confirmation from the First Source Hiring

Administration { FHSA) that the project sponsor has executed a first source hiring agreement(s) with

the FHSA consistent with Administrative Code Section 83.11. .

107A.13.8 _ Failure to give notice of a development fee owed or development impact

requirement. The failure of the Unit or a fee-assessing department or agency to give any notice of a

development fee owed or development impact requirement shall not relieve the project sponsor of the

obligation to pay the development fee when it is due,  The pfocedure set forth in this Section is not

intended to preclude enforcement of the development fee or develppment impact requirements pursuant

to any other section of this Code, the Planning Code or other parts of the Municipal Code or under the

laws of the State of California.

Mayor Newsom
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107A.13.9 Development fee dispute resolution; appeal 10 Board of Appeals,

1074.13.9.1 Procedure for resolution by Development Fee Collection Unit. If a dispuite or

question arises concerning the accuracy of the final Project Development Fee Report, including the

mathematical calculation of any development fee listed thereon, the Development Fee Collection Unit

shall attempt to resolve it in consultation with the department or agency affected by the disputed fee

and the project sponsor. A person protesting the accuracy of the Report must submift the issue or issues

in writing to the Unit with a copy o the department or agency whose development fee is in dispute.

Anv public notice of the issuance of the building or site permit shall notify the public of the right to

request a copy of the Project Development Fee Report and of the right of appeal to the Board of

Appeals under Section 1074.13.9.2,

107A.13.9.2 Appeal to Board of Appeals. (a) If the Development Fee Collection Unit is unable

to resolve the dispute or question . the project sponsor or a member of the public may appeal the

Project Development Fee Report to the Board of Appeals within 15 davs of the.issuance of the building

or site permit under Article 8 et seq. of the San Francisco Business & Tax Regulations Code.

(b} In cases where a project sponsor is not using the site permit process and is required 1o

pay a development fee or fees prior to issuance of the development project's building permit, and

chooses not to defer pavment under Section 107A.13.3.1, the sponsor may pay a disputed fee under

protest and file an appeal within 15 days of the issuance of the permit.

{c) In order to appeal to the Board of Appeals under this Section, a project sponsor

appellant must first have attempted fo resolve the dispute or guestion by following the procedure in

Section 107A.13.9.1. Evidence of this prior aitempt must be submitted to the Board of Appeals in order

for the Board to accept the appeal. Members of the public may file an appeal under this Section without

providing such evidence if they lacked adequate notice to raise the issues by following the procedures

in Section 107A.13.9.1,

Mayor Newsom :
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{d) Promptly after an appeal has been filed the Board of Appeals shall notify the

department or agency whose development fee or development impact requirement is at issue of the fact

that an appeal has been filed and the date scheduled for hearing. A representative of the Department of

Building Inspection and of the department or agency whose development fee or development impact

requirement is in dispute must be present at the gppeal hearing.

{e) In hearing any appeal of the Project Development Fee Report, the Board's jurisdiction

“is strictly limited to determining whether the mathematical calculation of the development fee or the

scope of a development impact requirement is accurate and resolving any technical disputes over the

use, occupancy, floor area, unit count and mix, or other objective criteria that calculation of the

challenged development fee or develppment impact requirement is based upon,

{f) If a decision by the Board of Appeals requires a refund of all or any portion of the

disputed development fee, the refund shall be processed prompily by the Development Fee Collection

Unit under Section 107A.13.11. If a decision requires a new determination regarding the scope of a

development impact requirement, such new determination shall be made by the relevant City agency or

department prior to issuance of the first certificate of occupancy. Where the Board determines that an

additional amount of the fee or fees is due and owing, the additional amount shall be paid prior to

issuance of the first certificate of occupancy for the development project.

107A.13.10 Violation of this Section deemed a violation of the Building Code. In addition to

the lien proceedings authorized by Section 107A.13.14. a violation of this Section 107A.13 shall be

deemed a violation of the Building Code and subject to the provisions of Section 1034 and any

investigation or other fees authorized under other sections of this Code to compensate the Department

for the cost of abating violations.

107A.13.11  Development fee refunds. Upon notification by the property owner or project

sponsor and confirmation by the applicable department or agency that a fee refund is due, the Unit

Mayor Newsom
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shall process the refund. The fee for processing the refund shall be as set forth in Table JA-D — Other

Building Permit and Plan Review Fees.

107A.13.12  Development fee information a public record. Any notice of development fees dﬁe

or development impact requirements imposed sent to the Development Collection Unit by any fee-

assessing departments and agencies, the Project Development Fee Report issued by the Unit, and any

development fee refunds or development impact requirement revisions made are a matter of public

record,

107A.13.13 _Administrative fee. The fee for services provided by the Department under this

Section 107A.13 shall be the Standard Hourly Rate for Administration set forth in Table IA-D of this

Code . The administrative fee is pavable within 30 davs' of the Deparfinent's notice that payment is

due.

107A.13.14 Administrative procedures. The Building Official is empowered to adopt such

administrative procedures as he or she deems necessary to implement this Section. Such administrative

procedures shall be generally consistent with the procedural requirements set forth in this Section
107A.

107A.13.15 Wrongful Issuance of First Construction Document or Certificate of Occupancy;

assessment lien; notice. In addition to any other remedy established in this Code or under other

authority under the laws of the State of California, if DBI inadvertently or mistakenly issues the first

construction document or first certificate of occupancy, whichever applies, for a development project

that has not paid a development fee that is due and owing and payment has not been received within 30

days following notice_that payment is due, or, in the case where a sponsor has elected to satisfy a

development impact requirement through direct provision of physical improvements and where non-

compliance with any such requirement is not corrected within 30 days following notice, the Department

shall initiate proceedings in accordance with Argicle XX of Chapter 10 of the San Francisco

Administrative Code to make the entire unpaid balance of the fee that is due, including interest at the

Mayor Newsom
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rate of one and one-half percent per month or fraction thereof on the amount of unmid fee, a lien

against all parcels used for the development project. The penalty fee provisions of this section shall

also apply to projects that have elected to provide physical improvements in lieu of paying a

development fee, as if they had elected to pay the relevant development fee.

The Department shall send all notices required by Article XX to the owner or owners of the

property and to the project sponsor if different from the owner. The Department shall also prepare a

preliminary report,_and notify the owner ahd sponsor of a hearing by the Board of Supervisors to

confirm such report gt least ten days before the date of the hearing. The report shall contain the owner

and sponsor's names, a description of the development project, a description of the parcels of real

property to be encumbered a§ set forth in the Assessor's Map Books for the current year, a description

of the atle,qed violation oflrhis Section, and shall fix a time, date, and place for hearing. The

Department shall mail this report to the sponsor and each owner of record of the parcels.of real

property subject to the lien.

Any notice required to be given to an owner or sponsor shall be sufficiently given or served

upon the owner or sponsor for all purposes in this Section if personally served upon the owner or

sponsor or if deposited, postage prepaid, in post office letterbox addressed to the owner or sponsor at

the official address of the owner or sponsor maintained by the Tax Collector for the mailing of tax bills

or, if no such address is available, to the sponsor at the address of the development project, and to the

applicant for the site or building permit at the address on the permit application.

Except for the release of the lien recording fee authorized by Administrative Code Section

" 10.237. all sums collected by the Tax Collector under this Section shall be held in trust by the

Treasurer and deposited in the City’s appropriate fee account.

Section 3. Operative Date. The operatiile date of this ordinance shall be May 15, 2010.

Mayor Newsom
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APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By: Wﬂfﬂ//ﬂw

JUDITH A. BOYAJIAN
puty City Atiorney
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FILE NO. 091251

REVISED LEGISLATIVE DIGEST

[Development Fee Collection Procedure; Administrative Fee.]

Ordinance amending the San Francisco Building Code by adding Section 107A.13 to

- establish a procedure for the Department of Building Inspection (DBI) to collect
development impact and in lieu fees, to provide that the fees are payable prior to
issuance of the first building permit or, in the case where a site permit is issued, the
first addendum authorizing construction of the project, with a temporary option for the
project sponsor to defer payment to prior to issuance of the first certificate of
occupancy upon agreeing to pay a deferral surcharge on the amount owed that would
be deposited into the same fund that receives the development fees, to require that any
in-kind public benefits required in lieu of payment of development fees are
implemented prior to issuance of the first certificate of occupancy for the project, to
require DBI to generate a Project Development Fee Report prior to issuance of the
building or site permit for the project listing all fees due with the opportunity for an
appeal of technical errors to the Board of Appeals, to establish a Development Fee
Collection Unit within DBl and a fee for administering the program; providing that the
ordinance’s operative date is May 15, 2010; and adopting findings, including
environmental findings.

Existing Law

The City and County of San Francisco imposes a number of impact fees on development
projects and also requires certain development projects to provide physical improvements,
facilities or below market rate housing units {"development impact requirements”) as a
condition of approval of the building or site permit for the project. These development impact
fees and requirements are imposed to mitigate the estimated impacts of increased demand
for public services, facilities or housing caused by development projects. In many cases, the
Planning Code gives project sponsors the option of paying a fee in lieu of providing the
physical improvements, facilities or below market rate housing units ("in-lieu fees") to mitigate
the effects of new development. Development impact and in-lieu fees are distinct and different
from fee for service or permit processing fees, which reimburse the City for the actual time
and material expenses of City staff in reviewing and approving the permits required for new
development. : -

Most of the City's development impact fees, in-lieu fees, and development impact
requirements are scattered throughout various sections of the San Francisco Planning Code.
In addition to the Planning Code development impact fees and requirements, the Municipal
Transportation Agency imposes a Transit Impact Development Fee (TIDF) on certain projects
under Chapter 38 of the San Francisco Administrative Code, the San Francisco Public Utilities
Commission imposes water and wastewater capacity charges and a sewer connection fee by
resolution of the PUC Commission, and the San Francisco Unified School District imposes a
school fee under provisions of State law.

BOARD OF SUPERVISORS : Page 1
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Most of the City's development fees are collected by the Office of the Treasurer prior {0
issuance of the first site or building permit; some, like the TIDF, are payable prior o issuance
of the first certificate of occupancy. The school fee is currently collected by the School District
prior to issuance of the first site or building permit, and the PUC divides its collection between
site permit and first certificate of occupancy.

Amendments {o Current Law

The proposed legislation adds Article 107A.13 to the San Francisco Building Code to provide
that the Department of Building Inspection ("DBI") will collect all development impact and in-
lieu fees, including fees assessed by the Public Utilities Commission and the School District if
those agencies separately agree to participate in the new collection process proposed by this
legislation. A companion ordinance will amend the Planning and Administrative Codes to
relocate into one Article of the Planning Code ali development impact fees, in-lieu fees, and
development impact requirements and authorize DBI to collect development fees and enforce
compliance with development impact requirements.

The legislation simplifies the existing law by requiring that all development fees be payable
prior to issuance of the first building permit or other document authorizing construction of a
development project, but provides that a project sponsor has the option o defer payment to a

~date prior to issuance of the first certificate of occupancy if the sponsor agrees to pay a

deferral surcharge equivalent o the effective interest that the City would have accrued on the

funds if it collected the fees at the earlier date. This deferral option is available only to project

. sponsors who have not already paid the fee and will expire after three years unless the option

is further extended.

A Development Fee Collection Unit will be established within DBI that will be funded by a fee
for administrative services. The Unit wili (1) receive and organize information from various City
agencies concerning the amount of development fees owed or specific development impact
requirements imposed, (2) work with the project sponsor and relevant agencies to resolve any
disputes or questions conceming the development fees or development impact requirements,
(3) ensure that the first construction document or first certificate of occupancy, if the sponsor
has elected to defer payment, is not issued prior to payment of all development fees that are
due, {4) confirm with the Planning Department that any outstanding development impact
requirements are satisfied prior to issuance of the first certificate of occupancy, (5) generate
Project Development Fee Reports that will inform both project sponsors and the public of the
applicability and application of the development impact fees and requirements and the status
of compliance, (6) confirm that the project sponsor has executed a first source hiring
agreement(s) for the development project consistent with Administrative Code Section 83.11,
(7) process any development fee refunds, (8) publish and update a Citywide Development
Fee Register of all development impact and in-lieu fees that the City imposes for the benefit of
project sponsors and the public, (9) initiate lien procedures to collect outstanding development
impact and in-lieu fees, and (10) perform such other duties as the Building Official requires.
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Any development fee disputes over the calculation of the fees that the Unit is unable 1o
resolve may be appealed to the Board of Appeals.

The legislation also sets up a process by which City agencies notify the Development Fee
Collection Unit at DBI of any development project that owes development impact or in-lieu
fees and the dollar amounts owed so that the Unit may ensure that building permits or other
construction documents, or certificates of occupancy if the project sponsor has elected to
defer payment, are not issued prior to payment of all development fees that are due. If a
development project is required to construct any physical improvements, facilities or below
market rate housing units, the Unit will notify the agency or depariment responsible for
monitoring implementation of the improvements- prior to issuing the first certificate of
occupancy for any project subject to such requirements o ensure that the requirements have
been implemented to the satisfaction of the responsible depariment or agency.

Background Information

in March, 2008, San Francisco published its Citywide Development Impact Fee Study
Consolidated Report. The purpose of the Study was to evaluate the overall state,
effectiveness, and consistency of the City's development impact fee collection process and to
identify improvements. Among other things, the Study cited the City's decentralized process
as a problem. Centralizing the collection of development impact and in-lieu fees within DBI
and providing a process whereby DBl can ensure that building permits, other documents that
authorize construction, and certificates of occupancy for the project are not issued before all
development fees are paid and/or development impact requirements are satisfied will: (1)
centralize and streamline the process, (2) ensure the consistency and accuracy of fee
collection and the enforcement of development impact requirements, and (3) provide
information to both the sponsors of development projects and the public concerning the
application and imposition of the City's myriad development fees and development impact
requirements on development projects. '

Another central goal of the legislation and its companion ordinance is to lessen the financial
burden of the City's current development impact fee requirements to improve the financial
viability of development projects on the margin so that they are comparatively easier to
finance when conditions improve and construction lending is once again available. Working
with the affected City agencies, the Office of Economic and Workforce Development
developed these specific changes as part of a larger set of stimulus policies designed to spur
construction jobs and development revenues for the City. This will be done through a variety
of policy changes. '

Under current rules, the majority of the City's development impact fees are due prior to
issuance of the first building or site permit. Aliowing a project sponsor to defer collection of
development impact fees to much later in the permitting process should lower initial equity
participation requirements and/or the carrying costs of construction loans. The farther back in
time the City can defer collection, the greater the financial benefit to individual development
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project pro-formas and the more likely a project will commence construction earlier than would
be the case under the current system. Because most developers pay higher interest rates on
commercial loans or equity to finance early payment of impact fees than the City Treasurer by
collecting these fees early in the process, both the public and private project sponsors should
benefit from a system that makes the City whole while allowing project sponsors to save the
margin of difference between the private and public interest rates.

in addition to reducing the overall financial feasibility of individual projects, the requirement to
pay development impact fees at the beginning of the DBI permitting process also prevents

- many project applicants from paying the permit processing fees necessary for DBI and the
staff of other City agencies fo review and approve individual building permits. This, in furn,
exacerbates staff lay-offs in recessions by réstricting the flow of permit processing fees to an
even greater degree than might otherwise occur but for the requirement that impact fees be
paid up-front. For larger projects, the cost of permit processing fees is relatively insignificant
compared to the cost of development impact fees. When the business cycle eventually
rebounds and developers can once again finance up-front development impact fees, DBl and
other City agencies must re-hire staff to handle the increased permit load and a processing
backlog ensues, adding further to delays. As a result, the construction of many projects that
could have been "shovel ready” is further delayed.

The cost to the City of delaying fee collection is off-set by a deferral surcharge that would be
required if a project sponsor elects fo defer payment, the amount of which is equivalent to the
interest the City would have eamed on the funds. Allowing payment deferral is also off-set by
the following factors: (1) the City cannot safely spend development impact fees when it -
collects them early in the permitting process because the fees will have to be refunded if the
project is never actually built or occupied, (2) most, if not all, development impact fees are
used for long-range planning efforts so delaying their collection is not necessarily delaying
delivery of public infrastructure and affordable housing, (3) in any given fiscal year, once a
project commences substantial construction, the City can assume, for budgetary reasons, that
development impact fees will be available for capital projects and plan to spend that money
accordingly, and (4) any "opportunity costs" aftributable to deferring collection of development
impact fees would be off-set with economic gains from earlier collection of property and
transfer tax proceeds due to projects commencing and selling or leasing sooner than under
the current impact fee collection system.
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SAN FRANCISCO
PLANNING mEWAR’TMENT

DATE: March 16, 2010
- TO: The Board of Supervisors
FROM: AnMarie Rodgers, Manager of Legislative Affairs
Teresa Ojeda, Manager of Information and Analysis Group
RE: Develepment Stimulus and Fee Reform
Board File Numbers:  091275/091275-2 Development Impact and In-Lieu Fees;

091251/091251-2. Development Fee Collection Procedure Administrative Fee;
and : ‘

091252 Affordable Housing Transfer Fee Restricion Alternative for
Inclusionary & Jobs Housing Linkage Programs

This memorandum is in response to a Planning Commission request that the Department provide
information to the Board of Supervisors on projects that are subject to area plan impact fees and/or
affordable housing requirements and that may be affected by proposed Development Stimulus and Fee
Reform legislation.

 SUMMARY: Table 1 is a summary of projects that are subject to 1) plan area impact fees; 2) Section
313 requirements for the Jobs-Housing Linkage Program; and 3) Section 315 requirements for the
Residential Inclusionary Affordable Housing Program.

Table 1:

Enfitled Not Entifled
No. of Units No. of Units
Requirement Projects ar Sg Ft Projects or 3g Ft
Plan Area Impact Fees:{residential uniis) 42 4,090 45 2,050
Section 313: Office (square feat) 21 1,142,775 18 4,518,948
Section 315: lnc§usi6nary Affordable Housing program ‘
{Residential Units) 78 8,949 72 5,197

“Entitled” projects are those projects that have received City Planning entitlernents but have not
received Department of Building Inspection approvals as of 12/31 2009. Projects that have filed
applications for City FPlanning entitiement but have yet to receive a decision are “Not Entitled.” It
should be noted that some projects may be counted twice as some projects subject to Plan Area impact
fees may also be required to comply with Section 313 or Section 315.

DATA SOURCE: The tables submitted are from the 2009 fourth quarter development pipeline database

obtained from Planning Department and Department of Building Inspection praoject and permit tracking
databases and includes applications filed with the Planning Department as of 12/31/2009. San Francisco

Memo
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Redevelopment Agency (SFRA) projects are included in this accounting but net all of them may be
subject to the area plan, office or inclusionary requirements. The SFRA entitles applications
independently and under redevelopment agency jurisdiction of the Redevelopment Code. Only
projects that have to comply with the Planning Code would be subject to planning fees and the fee
deferral legislation. Projects entitled per SFRA controls do not need to meet Planning Code
requirements and therefore could not defer fees that were not paid.

What is not included: Projects that are a) under construction; b) have received building permit
approvals or have been issued a building permit (“BP”), or c) have had BP re-instated are not included
in this accounting. Very large projects in the pipeline - such Treasure Island, Park Merced and the
Bayview Waterfront Project — are assumed to have developer agreements in lieu of §315 requirements
and are therefore not included. Mission Bay projects are also exempt from these requirements and are
not included. !

PROJECTS SUBJECT TO PLANNING AREA FEES: Table 2 is a summary of projects subject to
planning area fees. ‘ '

Table 2:
Entitled Mot Entitled Total No Of Projects
‘ No of No of No'of No of Ho of

Planning Area  Projecis Units Projects Units Projects Ho of Units
Baiboa Park 3 230 1 30 4 260
Central ‘
Waterfront 1 10 - - 1 10
East SoMa 11 680 13 940 24. 1,620
Market Octavia 9 1,000 12 700 21 1,700
Mission 7 30 17 370 24 460
Rincon Hitt 5 1,530 - - 5 1,530 .
Showplace Sq/ '
Potrero Hill 8 610 2 10 8 620
Total 42 4,080 45 2,050 87 6,140

Details of all projects that may be subject to plan area impact fees can be found on Appendix List 1.

! Mission Bay projects are not entitled by the Planning Department. “This Plan and the other Plan Documents, including the
Design for Development, shall supersede the San Francisco Planning Code in its entirety.” Mission Bay North Redevelopment
Plan, San Francisco Redevelopment Agency, 1998.
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PROJECTS SUBJECT TO OFFICE FEES: Table 3 below summarizes projects subjects to Section 313,
the Jobs-Housing Linkage Program, by Planning Area.

Table 3:

Entitied Not Entiled Total No Of Projecis
Planning Area Mo of Projecis  Noof S Noof Projects  Noof SF Noof Projects Mo of SF
Balboa Park 1 1,140 - - 1 - 1,140
East SoMa 1 3,860 - - 1 3,860
Market Octavia 1 9,900 2 34,900 3 44800
Rincon Hill 1 24,500 - - 1 24,500
Rest of the City 17 1,103,370 17 4,485 550 34 5,588,920
Total 21 1,142,770 19 4,520,450 40 5,663,220

Appendix List 2 includes all office projects citywide that may be subject to Section 313 and have not yet
paid fees. Projects in Redevelopment Areas are included to be on the conservative side.

PROJECTS SUBJECT TO INCLUSIONARY AFFORDABLE HOUSING REQUIREMENTS: Table 4

below summarizes projects subject to Section 315, the City's inclusionary affordable housing
requirements.

Table 4:
Entitled Not Entitled Total No of Projects
_ No of ‘ ,
Plan District Projects  Noof Units  No of Projects  No of Units  No of Projects  No of Units
Balboa Park 3 230 1 30 4 260
Central Waterfront 1 10 - - 1 10
East SoMa 7 590 10 890 17 1,480
Market Octavia 8 1,000 9 630 17 1,690
Missiori 3 20 B b 340 14 360
Rincon Hill 5 1,530 - - 5 1,530
Showplace Sof ‘
Potrero Hill 1 450 - - 1 ‘ 450
Visitacion Valley 1 10 - - 1 10
Rest of the City 49 5,100 42 3,420 91 8,520
Total 78 8,940 73 5,370 151 14,310

Appendix List 3 includes all projects subjects to the City's Inclusionary Affordable Housing requirement
that have not yet paid fees. Projects in Redevelopment Areas, except Mission Bay are included to be on
the conservative side.
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APPENDIX

List 1:
PROJECTS SUBJECT TO AREA PLAN IMPACT FEES, BY ENTITLEMENT
AND PLANNING AREA
ENTITLED PROJECTS
) Planning Area Profect Address No. of Units Planring Case Number
Balboa Park 1446 OCEAN AV 13 2008.0538
1150 GCEAN AV 159  2006.0884
50 PHELAN AV 60 20091117
Central Waterfront 1025 TENNESSEE ST 12 2004.0648
East SoMa 12 SHERMAN ST 3 20071015
251 D8TH 8T 83 2004.0099
452 TEHAMA ST 20 2005.1026
345 06TH 8T 33 20050876
900 FOLSOM ST 300 2007.0689
260 05TH ST 151 20070650
42 HARRIET ST 2 2008.0084
250 BRANNAN 8T 51 2006.0451
136 SOUTH PARK AV 1 20050418
246 RITCH ST 19 2008.1348
750 02ND ST 18 2007.0007
Market Octavia 580 HAYES ST 90 2005.0651
' 1390 MARKET 8T 230 2005.0979
2001 MARKET 5T 72 2008.0550
149 FELL ST 2 2008.0422
1 FRANKLIN 5T 35 206081328 -
335 DAK ST 16 2008.0988
4 OCTAVIA ST 49 2008.0568
55 Laguna Street 491 2004.0773
2210 MARKET 57 20 2006.1409
Mission 1340 NATOMA ST 3 2007.0310
3547 20TH ST ¢ 2007.0308
3380 20TH ST 6 2005.0370
1186 HAMPSHIRE ST 2 2008.0240
1280 HAMPSHIRE 5T 3 2008.1063
3135 24TH ST 12 2005.1076
953 TREAT AV 5 2007.0981
Rincon Hill 399 FREMONT ST 432 2006.0368
340 FREMONT ST 384 2004.0552
105 HARRISON ST 259  2007.1250
429 BEALE ST 113 2007.1121
425 First Strest 340 2003.0028
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Showpl/Potrero

838 KANSAS ST 2 2007.1484

1036 WISCONSIN ST 2 2008.0870

1321 DE HARO ST 3 2008.0505

1250 DE HARO ST 2 2008.0636

1740 17th Strest 154 20040872

1000 16TH 8T 450  2003.0527

VisVal 95 LELAND AV 8 2006.1082
NOT ENTITLED PROJECTS

Balboa Park 1607-1649 Ocean Ave. 31 2006.0592

East SoMa 574 NATOMA 8T 10 2008.0795

537 NATOMA ST 14 2005.0990

457 TEHAMA ST 1 2006.0123

1044 FOLSOM ST 38 2009.1108

374 STHST 47 2009.0765

725-785 Harrison Street 510 2005.0759

40 CLEVELAND ST 4 20051202

935 FOLSOM ST 89 2008.0241

205 SHIPLEY 8T 51  2006.0679

468 CLEMENTINA ST 25  2005.0424

456 CLEMENTINA ST 12 2006.0072

190 RUBS ST 8 2006.0521

938 HOWARD ST 154 2006.0437

Market Octavia 85 BROSNAN ST 3 2007.0934

1845 MARKET ST 2 20061413

1540 MARKET ST 180  2008.0158

200 DOLORES ST 13 2008.0992

360 OCTAVIA ST 16 2008.0428

19606-1998 MARKET §T 115 2006.1431

299 VALENCIA 8T 44 2006.0432

. 25 DOLORES ST 48  2006.0848

401 Grove Street 70 2007.0487

2175 MARKET ST 60 2006.1080

543 GROVE ST "3 20061224

746 LAGUNA ST 143 2005.1085

Mission 500 CAPP 8T 2 2009.0757

2100 MISSION 8T 29 2009.0830

- 910 YORK 8T 2 2009.0858

2558 MISSION 8T 125 2005.0684

1376 FLORIDA ST 2 2009.0124

2652 HARRISON ST 30 2006.0054

3241 25TH ST 3 2007.085%

899 VALENCIA 8T 18 2004.0891

2374 FOLSOM ST 4 2007.1209

80 JULIAN AV g 2009.1005
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Mission 3500 19TH ST . 17 2006.1252

1050 VALENCIA ST ' 16 2007.1457

3249 17TH 8T 5 2005.1165

49 SULIAN AV ' 8 2005.0233

1875 MISSION ST 60 2004.0674

1801 MISSION ST : 18 2004.0675

411 VALENCIA 8T 24 2009.0180

Showplace Sg/Potrero 1366 SAN BRUNO AV 3 2008.0614
. 1047 TEXAS 8T 3 ~2008.0865

Visftacion Valley 101 LELAND AV 4 2007.1472
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List 2: .
PROJECTS SUBJECT TO JOBS-HOUSING LINKAGE FEES,
BY ENTITLEMENT AND PLANNING AREA

. ENTITLED PROJECTS ‘
Planning Areg Project Address Dffice Planning Case Number-
Balhoa Park 50 PHELAN AV 1,130 2008.1117
East SoMa 136 SOUTH PARK AV 3,861 2005.0418
Market Octavia 149 FELL ST 9,900 2009.0422
Rincon Hill 399 FREMONT ST 24,500 2006.0358
Rest Of City 559TH ST 267,000 2001.1039
500 PINE ST 45,610 2000538
350 BUSH ST 340,000 2000.541
23T ELLIS ST 11,000 2002.1077
220 GOLDEN GATE AV 15,550 2007.0980
2829 California Steet 2281 2006.1525
2829 CALIFORNIA ST 2,281 2007.0543 -
1401 DIVISADERO 8T 74,000 20070084
4614 CALIFORNIA 5T 10,943  2002.0605
2115 TARAVAL 8T 1,000 2008.0794
99 WEST PORTAL AV 4,000 20081161
1415 MISSION ST 2430 2005.0540
320-350 PAUL AV 14,400 20071125
115 Steuart Strest 57112  2006.1294
2231 UNION 8T 1,480 2009.0747
525 HOWARD §T 262,500  2008.0001
5735-5743 MISSION ST 1,788 20061227
NOT ENTITLED PROJECTS
Market Octavia 1540 MARKET ST 15281  2009.015%
746 LAGUNA ST 19,620 20051085
Rest Of Gity 8§ Washington Sgeet 1,500  2007.0030
- 717 BATTERY ST 56,700  2007.1460
600 BATTERY ST 218,300 20061274
300 CALJFORNIAST -~ 195200 * 2007.1248
1100 VAN NESS AVE 244 008  2009.0887
1634 PINE ST 12,000 2004.0764
1232 SUTTER ST 500 2007 1147
3619 BALBOA ST 4912 20081388
1425 MENDELL ST 5,625 2007.0331
350 MISSION 5T 503,000 2006.1524
222 02ND ST 393,700 2006.1106
4014-4016 GEARY BLVD 1,854  2005.0948
231 ELLIS ST 12460  2009.0343
2095 Jerrold Ave 85,472 2009.1153
425 MISSION ST 1,700,000 2008.0788
181 FREMONT 8T 530,316 20070458
50 15T 8T 520,000 2006.1523
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List 3:

PROJECTS SUBJECT TO INCLUSIONARY AFFORDABLE HOUSING

REQUIREMENTS, BY ENTITLEMENT AND PLANNING AREA

PROJECT ENTITLED
Planning Area Project Address No. of tnits Planning Case Number
Balboa Park 50 PHELAN AV 60 2009.1117
1150 OCEAN AV 159  2006.0884
1446 OCEAN AV 13 2008.0538
Central Waterfront 1025 TENNESSEE ST 12 2004.0648
East SoMa 452 TEHAMA ST 20 20051026
750 02ND 8T 18 2007.0007
246 RITCH ST 19 2006.1348
250 BRANNAN ST 51 2006.0451
260 05TH ST 151 2007.0690
900 FOLSOM ST 300 2007.0689
345 DBTH ST 33 2005.0875
Market Gelavia 580 HAYES ST 90 2005.0651
1390 MARKET ST 230 20050079
55 Laguna Strest 491 2004.0773
2210 MARKET ST 20 2006.1409
4 OCTAVIA ST 43 2008.0569
335 DAK ST 16 2008.0988
1 FRANKLIN 5T 35 2008.1328
2001 MABKET 8T 72 2008.0550
Mission 953 TREAT AV 5 2007.0881
3135 24TH SY 12 2005.1078
3360 20TH ST 6 2005.0370
Rincon Hill 429 BEALE ST 113 2007.1121
340 FREMGNT 8T 384 2004,0552
399 FREMONT 8T . 432 2006.0358
425 First Street 340 2003.0029
105 HARRISON ST 259 2007.1250
Showplace So/Potrero Hill 1000 16TH ST 450 2003.0527
Visitacion Valley 95 LELAND AV 8 2006.1082
Rest of the City 2829 CALIFORNIA ST 12 2007.0543
1127 MARKET 8T 88 2008.0288
48 TEHAMA 8T 66 20001215
265 DORLAND ST 5 2008.1171
220 GOLDEN GATE AV 180 2007.0980
1266 09TH AV 15 2007.1397
1169 MARKET ST grd 20021179
1 Stanyan Street 13 20070113
248 OCEAN AV 5 2008.0502
1415 MISSION ST 117 2005.0540
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570 JESSIE ST 47 . 2005.1018

121 Q9TH 8T 20 2005.020C
1662-1664 Union St ‘ 7 2007.0598
201 Folsom 5t 806 2000.1073
134-140 NEW MONTGOMERY ST 175 20071337
1622 BROADWAY 34 2008.0862
1880 CALIFORNIA ST 22 2008.0419
1285 SUTTER ST : 107 2005.0298
G473 MARKET ST ' 100 2007.0368
145 LEAVENWORTH ST 84 20060839
2824 California Street 12 2006.1525
2655 BUSH ST ‘ 84 20051106
636 PLYMOUTH AV 6 206060674
723 TAYLOR 8T 14 2004.0875
1180 SUTTER ST 35 2006.0431
2298 MARKET ST : 18 2008.0430
4801 MISSION 5T 6 20(8.0286
245 HYDE 8T 65 2005.0762
101 EXECUTIVE PARK BL 340 2003.1113
5735-5743 MISSION 8T 22 20081227
2245 GENEVA AVENUE 9 2006.0864
54498 MISSION 5T 6 2009.0812
445 CAMBRIDGE ST 56 2006.0587
832 SUTTER ST 27 2007.0302
1201 PACIFIC AV 8 200671059
77 CAMBON DR 195 2006.0680
1741 POWELL 8T , 17 20071117
800 Brotherhood Way 127  2003.0536
1401 CALIFORNIA ST 95 2008.0700
1338 HLBERT ST § 2009.0412
5735 MISSION 5T : 20 2009.0067
5050 MISSION ST 61 20061213
300 Grant Ave. 66 2004.1245
782-786 ANDOVER ST 6 2006.0825
419 BOWDOIN ST 6 2008.1400 *
472 BHLIS ST 151 2008.0392
5800 03RD 57 355 2003.0672
3240 Third Street 391 2006.0534
4199 MISSION ST 12 2007.0463
PROJECTS NOT ENTITLED

Balboa Park 1607-1649 Ocean Ave. 31 2006.0592

East SoMa 537 NATOMA ST 14 2005.0990
456 CLEMENTINA ST 12 2006.0072
468 CLEMENTINA ST 25 2005.0424
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East SocMa 725-765 Harrison Street 510 2005.0759

574 NATOMA ST 10 2008.0785
1044 FOLSOM 8T 38 2009.1108
935 FOLSOM ST 69 2006.0241
938 HOWARD ST 154  2006.0437
205 SHIPLEY ST 51 2006.067%
190 RUSS ST 8 2006.0521
Market Octavia . 1540 MARKET 8T 180 2009.015%
299 VALENCIA 8T ‘ 44  2006.0432
25 DOLORES ST 46  2006.0848
2175 MARKET ST 60 2006.1060
1960-1998 MARKET ST 115 2006.1431
200 DOLORES ST 13 2008.0992
401 Grove Street ‘ 70 2007.0487
746 LAGUNA ST 143 2005.1085
360 OCTAVIA ST 16 2008.0428
Mission 3500 19TH 8T 17 2006.1252
‘ 3248 17TH ST 5 20051155
2652 HARRISON ST - 30 2006.0054
1050 VALENCIA ST 16 2007.1457
2558 MISSION ST 125 2005.06%4
899 VALENCIA ST 18 2004.08¢%1
411 VALENCIA ST 24 2009.0180
1875 MISSION ST : 60 2004.0674
2100 MISSION ST 29  2009.0880
80 JULIAN AV 9 2009.1095%
‘ 49 JULIAN AV 8 2005.0233
Rest of the City 1433 BUSH ST 26 2009.1074
870 HARRISON ST 22 2006.0430
397 D5TH ST 24 20071110
350 DBTH 8T 416 20071035
651 GEARY 87 40 2008.0981
436 OFARRELL 8T 9 2009.0258
907 PGST ST 6 2004.1005
153 KEARNY ST 51 2005.0946
1101 JUNIPERO SERRA BL 8 2008.0212
231 ELLIS ST ‘ 7 2009.0343
§ Washington Street 170 2007.0030
3340 SAN BRUNO AV 8 2006.1078
41 TEHAMA ST 176 2004.0803
1255- 1275 COLUMBUS AV 20 2008.0723
1634 PINE ST 250 2004.0764
950 MASON STREET 160 2008.0081
1789 MONTGOMERY ST 51 2093.1183
2353 LOMBARD ST 21 20091177
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Rest of the City

1020 BROADWAY 6 2006.1202
120-128 BACHE ST 10 2005.0288
5 DWIGHT ST 7 2009.0879
4128 1TTH 8T 5 2006.1154
700 36TH AV § 2009.0653
5400 GEARY BL 39 2004.0482
590 STANYAN ST 56 2006.0460
1282 HAYES §T § 2008.0432
4550 MISSION ST 17 2006.0861
340 11THST 20 2005.0625
350 11TH ST 20 20050625
1645-1661 PACIFIC AV 50 20070519
2 NEW MONTGOMERY ST 125 20051104
2550 VAN NESS AV 108 2005.0474
851 DOLORES ST § 2006.0144
1333 GOUGH 87 231 2005.0679
706 MISSION ST 220 2008.1084
1528 PINE ST 113 2006.0383
1545 PINE ST 113 2006.0383
1701 09TH AV & 2009.0129
50 01ST ST 800 2006.1523
181 FREMONT ST 140 20070456
1145 MISSION ST 25 20070604
3657 SACRAMENTO ST 18 20071347
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Eastern Neighborhoods
Citizens Advisory Committee

March 15, 2010

Ms. Angela Calvillo, Clerk
Board of Supervisors

City and County of San Francisco
City Hall, Room 244

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

Re: Board File Numbers: §91275/091275-2 Development Impact and In-Liea Fees;
091251/091251-2 Development Fee Collection Procedure Adminisirative Fee; and
091252 Affordable Housing Transfer Fee Restriction Alternative for Inclusionary & Jobs
Housing Linkage Programs

Dear Ms. Calvillo,

On February 8% and March 15%, 2010, the Eastern Neighborhoods Citizens Advisory Commitiee
(hereinafter “EN CAC") conducted duly noticed public hearings at a regularly scheduled meeting to
consider the proposed Ordinances. The proposed Ordinances would affect the ways impact fees and
affordable housing is implemented in the Eastern Neighborhoods. Therefore, consideration of such
Ordinances is within the purview of the EN CAC: per Administrative Code Section 10.E.2(e)(1), “the.
CAC shall be the central community advisory body charged with providing input to City agencies and
decision makers with regard to all activities related to implementation of the Eastern Neighborhoods
Area Plans.” Additionally, “the CAC shall be advisory, as appropriate, to ... the Board of
Supervisors”.

‘At the February 8% hearing, the EN CAC passed a resolution (on a 10-1 vote with 7 votes needed for
passage) to recommend approval with modifications of the proposed “Development Impact and In-
Lieu Fees” [BF 091275/091275-2] and “Development Fee CoHection Procedure Administrative Fee”
[BF 091251/091251-2] Ordinances, Specifically, the EN CAC passed Resolution 2010-2-2 stating:

That the Eastern Neighborhoods Citizens Advisory Committee supports the legislation contained
in Board of Supervisors file 091275 (“Development Impact and In-Lieu Pees”} and 091251
{Development Fee Collection Administrative Fee”) with the following modifications:

1. - All modifications recommended by the Planning Commission on January 21, 2010,

2. The establishment of a fund of over $1 million to enable the planning and design of
infrastructure in the Eastern Neighborhoods, Market & Octavia, and Balboa Park Plan Areas,
and

3. That the amount of money in the aforementioned infrastructure planming fund be tied to the
amount of deferred fees, such that as the amount of deferred fees grows so does the amount of
funding to do planning.



At the March 15" hearing, the EN CAC failed to pass a resolution {on a 6-3 with 7 votes needed for
passage) to recommend approval with modifications of the proposed “Affordable Housing
Transfer Fee Restriction Alternative for Inclusionary & Jobs Housing Linkage Programs” [BF
091252} Ordinance.

If you have any questions or require further information please do not hesitate to contact me.

Sincerely,

Steve Wertheim
- Planning Department
Staff to the Eastern Neighborhoods Citizens Advisory Committee

e Mayor Newsom
Michael Yarne, OEWD
Supervisor Sophie Maxwell
Supervisor David Chiu
Supervisor Eric Mar
Eric Quezada, Chair, EN CAC
Chris Block, Vice-Chair, EN CAC
John Rahaim, Planning Department
Ken Rich, Planning Department
AnMarie Rodgers, Planning Department



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisce 94102-4689
Tel. No. 554-5184
Fax No, 554-5163
TOIVTTY No. 554-5227

BOARD of SUPERVISORS

November 3, 2009

File No. 091251
Bill Wycko :
Environmental Review Officer
Planning Department

1650 Mission Street, 4" Floor
San Francisco, CA 84103

Dear Mr. Wycko:

On October 27, 2008, Mayor Newsom introduced the following proposed
legistation:

File No. 091251 Ordinance amending the San Francisco Building Code by
adding Section 107A.13 to establish a procedure for the Department of Building
inspection (DBI) to collect development impact and in lieu fees, to provide that
the fees are payable prior to issuance of the first building permit or other
document authorizing construction of the project, with an option for the project
sponsar to defer payment to prior to issuance of the first certificate of occupancy
upon agreeing to pay a deferral surcharge on the amount owed that would be
deposited into the same fund that receives the development fees, to require that
any in-kind public benefit benefits required in lieu of payment of development
fees are implemented prior o issuance of the first certificate of occupancy for the
project, to require DB! to generate a Project Development Fee Report prior fo

. issuance of the building or site permit for the project listing all fees due with the
opportunity for an appeal of technical errors to the Board of Appeals, to establish
a Development Fee Collection Unit within DBl and a fee for administering the
program; adopting findings, including environmental findings.

The legislation is being transmitted to you for environmental review, pursuant to
Planning Code Section 306.7(c).

- Angeta Calvillo, Clerk of the-Board
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e No. 091251

BUILDING INSPECTION COMMISSION (BIC)

Gavin Newsont
Mayor

COMMISSION

Mel Murphy
President

Renben Hechanova
Vice President

Keviz Clinch
Frepk Lee
Robie Levitt
Criss Romere
Debra Watker

* Ann Ahcroe
Secretary

Vivian L. Day
Director

Depariment of Building Inspection . Voice (415) 558-6164 - Fax (415) 588-6509
1660 Mission Street, San Francisco, California 94103-2414

January 26, 2010

Ms. Angela Calvillo, Clerk of the Board

Board of Supervisors

City Hall, 1 Dr, Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4694

RE: Ordinance (#091251-3 - Mayor Newsom) amending the San Francisco
Building Code by adding Section 107A.13 to establish a procedure for the
Department of Building Inspection (DBI) to coliect development impact and in
Yieu fees; to provide that the fees are payable prior te issuance of the first building
permit or other document authorizing construction of the project; with an option
for the project sponsor to defer payment to prior to issuance of the first
certificate of occupancy upon agreeing to pay a deferral surcharge on the amount
owed that wounld be deposited into the same fund that receives the development
fees; to require that any in-kind public benefit benefits required in lieu of '

‘payment of development fees are implemented prior to issuance of the first

certificate of occupancy for the project; to require DBI to generate a Project
Development Fee Report prior to issuance of the building or site permit for the
project listing all fees due with the opportunity for an appeal of technical errors
to the Board of Appeals; to establish a Development Fee Collection Unit within
DBI and a fee for administering the program; adepting findings, including
environmental findings.

Dear Ms. Calvillo:

On January 20, 2010 the Building Inspection Commission held a meeting and heard
public testimony on the proposed ordinance referenced above. .

The Commissioners voted 6-1 to recommend that the Board of Supervisors approve
this Ordinance. The Commissioners voted as follows: '

President Murphy . Aye
Vice-President Hechanova Aye
Commissioner Clinch Aye = o -
Commissioner Lee Aye § &
Comumissioner Levitt Aye C oE ey
Commissioner Romero Aye % = =oMm
Commissioner Walker Nay o Y
o ey
i
2 o<
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o Tiez MY
e
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January 26, 2010

Board of Supervisors

Clerk of the Board, Angela Calvilio
RE: Fee Deferral (#091251-3)

" Page2

A copy of the Ordinance is attached.
Should you have any questions, please do not hesitate to call me at 558-6164.

Sincerely,

Ann Marie Aheme
Commission Secretary

Attachment |

ce: Mayor Gavin Newsom
Supervisor David Chin
‘Alisa Somera, Clerk, Land Use & Economic Development Comm.
Rick Caideira, BOS
Deputy City Attorney Judith Boyajian
Director Vivian L. Day
Deputy Director Lavrence Kornfield
Gail Johnson, BOS






SAN FRANCISCO
PLANNING DEPART!

February 1, 2010

Ms. Angela Calvillo, Clerk

Board of Supervisors

City and County of San Francisco
City Hall, Room 244

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

Re: Transmittal of Planning Department Case Number 2009.1065T:
Development Stimulus and Fee Reform

091275/091275-2 Development Impact and In-Lieu Fees;
091251/091251-2  Development  Fee  Collection
Administrative Fee; and

091252 Affordable Housing Transfer Fee Resmctlon Alf:ernaim;&9 for
Inclusmna:ry & Jobs Housing Linkage Programs

Board File Numbers:
Pmcedure

Planning Commission
Recommendation:

"
I

Approval with Modifications

Dear Ms. Calvillo,

On January 21%, the San Francisco Planning Commission (hereinafter “Commission”} conducted
duly noticed public hearings at a regularly scheduled meeting to consider the proposed
Ordinance.

The proposed Ordinances would amend the Planning Code, the Building Code and the
Administrative Code. Together these proposed Ordinances comprise a legislative package
intended to stimulate development and construction in San Francisco. The proposed package
seeks to create opportunities to link payment of permitting fees to first construction permit, when
loans are more readily available for contractors, while protecting the city’s revenue stream of
develépment impact and processing fees and to alter the collection of affordable housing fees.

The proposed zoning changes have been determined to be categorically exempt from
environmental review under the California Environmental Quality Act Section 15060(c)(2) and
15273,

At the January 21 hearing, the Commission voted to recommend approval with modifications
of the proposed Ordinances. Specifically, the Commission fook two votes on the three
Ordinances. The Commission passed resolution 18015 regarding two of the Ordinances [BF
091275/BF 091275-2 Development Impact and In-Lieu Fees & BF 091251/BF 091251-2
Development Fee Collection Procedure; Administrative Fee]. The Comumission then passed
Resolution 18017 on the third Ordinance [BF 091252/BF  Affordable Housing Transfer Fee
Restriction Alternative for Inclusionary and Jobs Housing Linkage Programs].

waww.sfpla nning.org

1650 Mission St.
Suite 400

San Francisco, -
CA 84103-2479

Reception:
415.558.6378
415.558.6409
Plaaning

Information:
415.558.6377



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

Sincerely, _ :

AnMarie Rodgers
Manager of Legislative Affairs

cc Mayor Newsom
Michael Yarne, OEWD

Attachments (one copy of the following):

Planning Commission Resotution No.s 18015 and 18017

Planning Commission Executive Summary for Case No. 2009.1065T
Exhibit B: Technical Modifications (attached to Resolution 18015)

SAN FRANCISGO
PLANNING DEPARTMENT
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1650 Mission St
Suite 400

San Francisco,
CA 94103-2479

Planning Commission Resolution No. 18015
HEARING DATE: JANUARY 21, 2010

Receplion:
Profect Name: Development Stimulus and Fee Reform - 415.558.6578
. Fax:
Case Number: 2002.1065T [Board File No.s 09-1251-2 and 09-1275-2] 415.568.5480
Initiated by: ' Mayor Newsom Plansing
Revised Ordinances Information:
[BF 091275/BF 091275-2 Development Impact and In-Lieu Fees & BF ~ 415.558.8377
091251/BF 091251-2 Development Fee Collection Procedure;
Administrative Fee]
Introduced December 15, 2009
Staff Contact: AnMarie Rodgers, Manager Legislative Affairs
anmarie.rodgers@sfgov.org, 415-558-6395
Reviewed By: Lawrence Badiner, Assistant Director and

Alicia John-Baptiste, Assistant Director

90-day Deadline: March 15, 2010

Recommendation: Approval with Modifications

RECOMMENDING THAT THE BOARD OF SUPERVISORS ADOPT WITH MODIFICATIONS
THREE PROPOSED ORDINANCES INTRODUCED BY MAYOR NEWSOM THAT COMPRISE A
LEGISLATIVE PACKAGE INTENDED TO STIMULATE DEVELOPMENT AND CONSTRUCTION
IN SAN FRANCISCO. THE PROPOSED PACKAGE SEEKS TO CREATE OPPORTUNITIES TO LINK
PAYMENT OF PERMITTING FEES TO FIRST CONSTRUCTION PERMIT, WHEN LOANS ARE
MORE READILY AVAILABLE FOR CONTRACTORS, WHILE PROTECTING THE CITY'S
REVENUE STREAM OF DEVELOPMENT IMPACT AND PROCESSING FEES. \

PREAMBLE

Whereas, on October 27, 2009 and November 3, 2009, Mayor Newsom introduced three proposed
Ordinance under Board of Supervisors (hereinafter “Board”) File Numbers 09-1275 Development Impact
and In-Lieu Fees, 09-1251 Development Fee Collection Procedure; Administrative Fee, and 09-1252
Affordable Housing Transfer Fee Restriction Alternative for Inclusionary and Jobs Housing Linkage
Programs.

Whereas, on December 15, 2009 revised ordinances were introduced for the Development Fee Collection

Procedure; Administrative Fee and the Development Impact and In-Lieu Fees Ordinances [Board File
No.s 09-1251-2 and (09-1275-21.

wwwy siplanning.org
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Resolution No. No. 18015 ' . CASE NO. 2009.1065T
o DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

Whereas, respectively, these proposed Ordinances would

1. BF 091275-2 Development Impact and In-Lieu Fees would create a new Article Four in the
Planning Code fo consolidate fee and in-lieu controls in one article; add Section 402 to provide
that all impact fees and in-lieu fees will be collected by DBI prior to issuance of the first
construction permit, with the option to defer ‘payrnent to prior to issuance of the first certificate of
occupancy in exchange for a deferral surcharge; provide that physical improvements would be
confirmed by the regulating department prior to first certificate of occupancy; and where
possible, create standard definitions, procedures, appeals, and reporting standards while deleting
duplicative language.

The following fees would be placed in the new Article Four:

a. Downtown Park Special Fund (Section 139);

b.  Van Ness and Market Downtown Residential Special Use District (Section 249.33);

c.  Housing Requirements for Large-Scale Development Projects, Jobs-Housing Linkage Program (Sections 313-
313.15);

d.  Child-Care Requirements for Office and Hotel Developments {Sections 314-314.8);

e. Inclusionary Affordable Housing Program (Sections 315-315.9);

£ Residential Cornrmunity Improvements Fund and the SoMa Community Stabilization Fund (Section 318-318.9);

g Housing Requirements for Residential Development Projects in the UMU Zoning Districts of the Eastern
Neighborhoods and the Land Dedication Alternative in the Mission NCT District {Section 319-31%.7);

. Market and Octavia Community Improvements Fund (Sections 326-326.8);

i Eastern Neighborhoods Public Benefit Fund (Section 327-327.6),;

¥ Balboa Park Community Improvement Fund (Sections 331-331.6);

k. Visitacion Valley Community Facilities and Infrastructure Fee (Sections 420 - 420.5.) and

1. Transit impact Development Fee (Chapter 36 of the Administrative Code).

2. BF 0912512 Development Fee Collection Procedure; Administrative Fee would amend the
Building Code to establish a procedure for the Department of Building Inspection (DBI} to collect
all development impact fees. The proposed Ordinance would ensure that fees are paid prior to
the issuance of the first construction permit or allow the project sponsor to defer payment until
issuance of first certificate of occupancy in exchange for paying a fee deferral surcharge. These fee
procedures would be implemented by a new “Fee Collection Unit” within DBI that would ensure
fee payment prior to issuance periods; would require a Project Development Fee Report prior to
issuance of building or site permits; and would provide an appeal opportunity to the Board of
Appeals.

3. BF 091252 Affordable Housing Transfer Fee Restriction Alternative for Inclusionary and Jobs
Housing Linkage Programs would amend Sections 313.4 and 3155 and add 313.16 to add an
alternative for both the Jobs Housing Linkage Program and the Residential Inclusionary
Affordable Housing Program. The new option would allow a project sponsor to defer 33% of its
obligation under either program in exchange for recording an Affordable Housing Transfer Fee

SAN FRANCISCO 2
PLAMNNING DEPARTMENT



Resolution No, No. 1801+ CASE NQO. 2009.1065T
DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

Restriction on the property. This fee restriction would require 1% of the value of the property at
every future sale to be paid to the Citywide Affordable Housing Fund.

Whereas, In March, 2008, San Francisco published its Citywide Development Impact Fee Study
Consolidated Report. The purpose of the Study was to evaluate the overall state, effectiveness, and
consistency of the City's impact fee collection process and to identify improvements. Among other
things, the Study cited the City's decentralized process as a problem. Centralizing the collection of
development impact and in-lieu fees within the Department of Building Inspection and providing for an
auditing and dispute-resolution function within DBl will further the City's goals of streamlining the
process, ensuring that fees are accurately assessed and collected in a timely manner, informing the public
of the fees assessed and collected, and implementing some suggestions in the Consolidated Report.

Whereas, the current economic climate has dramatically slowed the development of new commercial and
residential projects in California, including in the City and County of San Francisco. In the construction
sector, working hours among the trades have declined between 30% and 40% from a year ago.

Whereas, The Controller's Office has verified that the amount of the reduciion in obligations under Jobs-
Housing Linkage Program and the Residential Inclusionary Affordable Housing Program and the
expected value of the Affordable Housing Transfer Fee are substantially equivalent. The Controller's
Office derived the 33% reduction in obligations under the two ordinances by discounting a reasonably
conservative estimate of average citywide sales prices, property turnover rates and appreciation rates for
the three major types of land use subject to affordable housing fees and exactions in San Francisco: {1
for-sale residential; {2) rental residential; and (3) commercial office. - '

Whereas, on January 21, 2010, the San Francisco Planning Commission (hereinafter “Comumission”)
conducted duly noticed public hearings at a regularly scheduled meeting fo consider the proposed
Ordinance; ‘

Whereas, at that hearing the Commission requested to hear and vote on two of the Ordinances first [BF
091275/BF 091275-2 Development Impact and In-Lieu Fees & BF 091251/BF 091251-2 Development Fee
Collection Procedure; Administrative Fee] and then consider and vote on the third Ordinance [BF
091252/BF  Affordable Housing Transfer Fee Restriction Alternative for Inclusionary and Jobs Housing
Linkage Programs].

Whereas, this resolution pertains solely to [BF 091275/BF 091275-2 Development Impact and In-Lieu Fees
& BF 091251/BF 091251-2 Development Fee- Collection Procedure; Administrative Fee] and Resolution
Number 18017 pertains to [BEF 091252/BF  Affordable Housing Transfer Fee Restriction Alternative for
Inclusionary and Jobs Housing Linkage Programs].

Whereas, the proposed Ordinances have been determined to be categorically exempt from environmental
review under the California Environmental Quality Act Sections 15060(c)(2) and 15273; and

f
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Resolution No. No. 18015" ' . CASE NO. 2009.10857
: DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

Whereas, the Cominission has heard and considered the testimony presented to it at the public hearing
and has further considered written materials and oral testimony presented on behalf of City department,
and other interested parties; and

Whereas, the all pertinent documents may be found in the files of the Department, as the custodian of
records, at 1650 Mission Street, Suite 400, San Francisco; and o

Whereas, the Commission has reviewed the proposed Ordinances; and

MOVED, that the Cormission hereby recommends that the Board of Supervisors recommends approval
with modifications of the proposed Ordinances and adopts the attached Draft Resolution to that effect.

FINDINGS

Having reviewed the materials identified in the preamble above, and having heard all testimony and
arguments, this Commission finds, concludes, and determines as follows:

1. - The proposal would result in better gate-keeping with consolidation of fee collection & permit
issuance under one agency;

2. Administratively, the proposal represents a dramatic improvement in fee collection that the Planning
Department and DBI are both comfortable implementing;

3. The proposal establishes more uniform procedures in a consolidated Article resultmg in better
understanding for the public, project sponsors and the departments;

4. The proposal would add transparency resulting in an improved process for developers and the
public;

5. Most importantly, the revisions to the fee collection process greatly increase the City’s ab;i:ty to
collect fees; and

6. Impact fees are traditionally collected when development commences, to insure that the City can
build the necessary infrastructure to support new residents and employees within a reasonable
amount of time. The proposed deferral program may not reduce the City’s ability to provide the
necessary infrastructure, however it could cause infrastructure to be staggered, disassociating new
development and the related infrastructure. Given the current economic situation, the Commission
has evaluated this potential impact to infrastructure funding against the potential benefit of spurring
stalled construction.

7. General Plan Compliance. The proposed Ordinance is consistent with the following Objectives and
Policies of the General Plan:

Commerce & Industry Element POLICY 1.1:
Encourage development which provides substantial net benefits and minimizes undesirable
consequences. Discourage development which has substantial undesirable consequences that

cannot be mitigated.

SAN FRANEISCD 4
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Resolution No. No. 1801 CASE NO. 2009.1065T
DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

Commerce & Industry Flement OBJECTIVE 2:
Maintain and enhance a sound and diverse economic base and fiscal structure for the city.

Commerce & Industry Element POLICY 2.1
Seek to retain existing commercial and industrial activity and to attract new such activity to the
city,

Recreafion and Open Space Element Introductory Text
Maintaining the City's existing open space system is a continuing challenge. Maintenance

continues to be a problem due to rising costs and limitations on staffing and equipment. In

addition, many of the parks are old and both park landscapes and recreation structures are in .
need of repair or renovation. Heavily used parks and recreation facilities require additional

maintenance. However, the number of recreation facilities has increased and their use intensified,

often without a corresponding increase in the budget necessary to maintain facilities and offer the

desired recreation programs.

Recreation and Open Space Element POLICY 2.1

Provide an adequate total quantity and equitable distribution of public open spaces throughout
the City. 5,

Recreation and Open Space Element POLICY 2.7
Acquire additional open space for public use,

Recreation and Open Space Element POLICY 4.4

Acquire -and develop new public open space in existing residential neighborhoods, giving
priority to areas which are most deficient in open space.

Community Facilities Element Objective 3 _
ASSURE THAT NEIGHBORHOOD RESIDENTS HAVE ACCESS TO NEEDED SERVICES AND

A FOCUS FOR NEIGHBORHOOD ACTIVITIES.

- Community Facilities Element Policy 3.1
Provide neighborhood centers in areas lacking adequate community facilities.

Community Facilities Element Policy 3.4
Locate neighborhood centers so they are easily accessible and near the natural center of activity.

Community Facilities Element Policy 3.6
Base priority for the development of neighborhood centers on relative need.

Community Facilities Element Objective 8

SAN FRANCISCO b
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Resolution No. No. 18015
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CASE NO. 2009.1065T
DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

ASSURE THAT PUBLIC SCHOOL FACILITIES ARE DISTRIBUTED AND LOCATED IN A
MANNER THAT WILL ENHANCE THEIR EFFICIENT AND EFFECTIVE USE.

Transportation Element POLICY 1.1:
Involve citizens in planning and developing transportation facilities and services, and in further

defining objectives and policies as they relate to district plans and specific projects.

Ajr Quality Element POLICY 3.1
Take advantage of the high density development in San Francisco to improve the transit
infrastructure and also encourage high density and compact development where an extensive

transportation infrastructure exists.

Air Quality Element POLICY 3.4

Continue past efforts and existing policies to promote new residential development in and close
to the downtown area and other centers of employment, to reduce the number of auto commute
trips to the city and to improve the housing/job balance within the city.

Air Quality Flement POLICY 3.6

Link land use decision making policies to the availability of transit and consider the impacts of
these policies on the local and regional transportation system.

Usrban Design Flement POLICY 3.9
Encourage a continuing awareness of the long-term effects of growth upon the physical form of

the city.

The Commission supports the following modifications to the revised Qrdinances as introduced on

- December 15, 2009:

Modification of the proposed Fee Deferral Surcharge to a blended rate based on 50% of the City’s
floating investment rate and 50% of a floating construction cost index as determined by the
Controller’s Office.

Clarification of the limited scope of the Board of Appeals jurisdiction.

Creation of a mechanism to provide for universal indexing of fees for cost of inflation across all
fee programs.

Ensure fee waiver opportunities are not increased through the proposal. Under current controls,
each existing fee has its own unique “fee waiver” procedures.

The Commission is recommending the following modifications to the proposed Ordinances:

SAN ERANCISCO B
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Resolution No. No. 18014 CASE NO. 2009.1065T
DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-12581-2 and §9-1275-2

1. Clarify that this new ability to defer fees is offered only to those projects that have not yet
' paid development impact fees. Since the adoption of the Area Plans, City agencies have
been -working to plan and build infrastructure for new development. Collected impact fees
have been programmed and are needed to complete planned infrastructure. The
administrative burden of providing fee refunds to then allow fee deferrals is disproportionate to
the relative benefit to the projects that fall within in this category. Further, DBI has advised
that offering refunds would be administratively infeasible.

. 2. Correct the ordinance to ensure that each of the effective dates for individual impact fee
programs are the original date of those programs and not the effective date of this new
ordinance. This change would facilitate administration of the various fee programs,
especially in the event that refunds are requested. The original effective dates that should be
noted in Article Four are as follows:

o Section 249.33 Van Ness and market Downtown Residential Special Use District FAR
Bonus & the Van Ness and Market Affordable Housing and Neighborhood
Infrastructure Program both have an original effective date of 5/30/2008;

= Section 313 Affordable Housing Job/Housing Linkage Fee has an effective date of
3/28/1996; |

e Section 315 Market & Octavia Affordable Housing Fee & Section 326.3-6 Market &
Octavia Community Benefits Fee both have an effective date of 5/30/2008;

= Section 318 Rincon Hill Community Infrastructure Impact Fee & SoMa Community
Stabilization Fee both have effective date of 8/19/2005;

e Section 319.7 Visitacion Valley Community Facilities and Infrastructure Fee has an
effective date of 11/18/2005;

e Section 327 Eastern Neighborhoods (Mission) has an effective date of 12/19/2008;

»  Section 331 Balboa Park Fee has an effective date of 4/17/2009; and

¢ Administrative Code Chapter 38 Transit Impact Development Fee was originally enacted
1981 and a major revision became effective in 2004. Both of these dates have implications
to pipeline projects and should be maintained.

For the remaining fees (Section 139 Downtown Park Fee, Section 149 Downtown C-3

Artwork, Section 314 Childcare, Section 315 Inclusionary Housing Fee, State Educational

Code Section 17620 School Impact Fee, Administrative Code Sewer Connection Fee and

Wastewater Capacity Charge), the Department requests that OWED or the City Attorney

research the original effective date for inclusion or in the event that cannot be determined use

a de facto effective date of 1985 to ensure that no pipeline projects are exempted from fees.

3. Maintain S5FMTA's role as “implementer” of the TIDFE. This fund has been implemented by
SFMTA with consultation of the Planning Department, and should remain so. Any changes
which would place planning staff into a mediator role between a project sponsor and the
assessment of fees or implementation of the program should avoided. The proposed
Ordinance establishes that “MTA is empowered to adopt such rules, regulations, and
administrative procedures as it deems necessary to implernent this Section 411.1 et seq. In the
event of a conflict between any MTA rule, regulation or procedure and this Section 411.1 et

SAN FRANCISCO 7
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SAN FRANCISCD

PLANNING DEPARTMENT

DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

seq., this Section ordinance shall prevail” The Department would request that the City
Attorney explore adding further text to this Section to exempt this Section from the typical
authority conveyed to the Zoning Administrator.

Remove changes to procedures for in-kind contributions until the changes have been
vetted with the agencies responsible for monitoring each in-kind contribution. While the
fee amendments contained in Article Four currently exist in the Planning Code and/or the
Administrative Code, other agencies are responsible for the administration and monitoring of
these contributions. In-kind provisions such as childcare or street-improvements must meet
specifications that only DCYF or DPW are qualified to evaluate and should not be the

responsibility of the Planning Department.

Include all fee requirements in the new process. Currently the proposal does not include
the two alternative means of satisfying the open space requirement in South of Market and
Eastern Neighborhoods by paying in-lieu fees identified in Section 135.3 (d) and 135.3 (e} as
well as the payment in cases of a variance or exception to the open space requirement in
Eastern Neighborhoods required by Section 135(j). Section 143, Street Tree Requirements,

‘requires a type of physical improvement that according to Article 16 of the Public Works

Code can be satisfied as a fee payment when utilities or other barriers prevent planting of
trees.  DBI's Fee Unit should be made aware of the street tree requirement at submittal for
inclusion in the “Project Development Fee Report”. The }equired planting or payment of the
in-lieu fee should be confirmed prior to first certificate of occupancy.

Provide further consolidation of fee “definitions”. The proposed Ordinance strives to
consolidate fee-specific definitions to the greatest degree possible. While the revised
Ordinance successfully added further consolidation of definitions, the current draft still
contains a large amount of definitions that reside outside of the universal fee definition
section in Section 401. The Department provided the Commission with proposed
consolidation of additional definitions at the January 21, 2010 hearing. The additional
proposed definition consolidations are attached to this resolution as Exhibit B Technical

- Modifications.

Include a legislative end-date for fee defetrals after three years. As this legislative package
is intended to counter the difficult economic times, an end-date should be added where the
City would no longer allow the deferral of fees. The Planning Commission considered this
issue at the hearing and recommended that the proposed infrastructure fee deferral
automatically sunset after three years. :

Research additional mechanisms to secure “seed money” to begin infrastructure planning
and avoid delays during the deferral period. The Commission is interested in preserving a
coordinated provision of new infrastructure to support new development. While the full
impact fee charge is not needed to begin infrastructure planning, a small fraction of that fee
could kelp avoid potential delay in the funding and timing of capital improvements



Resoclution No. No. 18010 CASE NO. 2009.1065T

DEVELOPMENT STIMULUS FEE PACKAGE
Board File No.s 09-1251-2 and 09-1275-2

associated with the deferred impact fees. The Commission urges additional research of this
topic. ‘

10. The proposed replacement project is consistent with the eight General Plan priority policies set forth
in Section 101.1 in that:

A)

<

D)

E)

F)

SAN FRANEISCO

The existing neighborhood-serving retail uses will be preserved and enhanced and future

‘opportunities for resident employment in and ownership of such businesses will be

enhanced:
The propesed Ordinance would allow additional neighborhood serving retail and personal services.

The ekisting housing and neighborhood character will be conserved and protected in
order to preserve the cultural and economic diversity of our neighborhoods:

The proposed Ordinance would not affect existing residential character or diversity of our
neighborhoods.

The City's supply of affordable housing will be preserved and enhanced:

According to the Mayor’s Office of Housing, " After numerous discussions with interested parties
and analysis of applicable data, the Mayor's Office of Housing believes this proposal provides an
excellent opportuntity in the midst of the current ecomomic climate; accelerating quality
development and its associated revenues while creating a lasting impact on San Francisco’s
chronic affordable housing crisis.”

The commuter traffic will not impede MUNI transit service or overburden our streets or
neighborhood parking:

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

A diverse economic base will be maintained by protecting our industrial and service
sectors from displacement due to commercial office development. And future

opportunities for resident emnployment and ownership in these sectors will be enhanced:

The proposed Ordinance would not adversely affect the industrial or service sectors or future
opportunities for resident employment or ownership in these sectors.

The City will achieve the greatest possible preparedness to protect against injury and loss
of life in an earthquake.

Preparedness against injury and loss of life in an earthquake would not be impeded by the

PLANNING DEPARTMENT 9
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Resolution No. No. 18015 ' ' CASE NO. 2009.1065T
DEVELOPMENT STIMULUS FEE PACKAGE

Board File No.s 09-1251-2 and 09-1275-2

proposed Ordinance.
G) That landmark and historic buildings will be preserved:
Landmarks and historic buildings would be unaffected by the proposed amendments.

H) Parks and open space and their access to sunlight and vistas will be protected from
' development:

The City's existing parks and open space and their access to sunlight and vistas would not be
affected by the proposed Ordinance.

I hereby certify that the Planning Commission ADOPTED the foregoing Resolution on January 21, 2010.

e
-

Linda Avery
Commission Secretary

AYES: Antonini, Borden, Lee and Miguel
NAYS: Moore, Sugaya, and Olague
ABSENT:

ADOPTED:  January 21, 2010

SAN FRANGISCD 10
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Exhibit B: Technical Modifications/ Definitien Consolidation

CASE NO. 2008.1065T, Development Stimulus and Fee Reform

SEC. 401. DEFINITIONS. (a) In addition to the specific definitions set forth elsewhere in this Article, the
following definitions shall govern interpretation of this Article:

fa)"Balboa Park Community Improvemenis Fund” shall mean the fund that all fee revenue the Citv collects from the Balboa
Fark Impact Fee. ‘
(b) “Balboa Park Community Improvements Program” shall mean the program intended 1o limplement the community
improvements identified in the Balhoa Park Area Plan. as articilated in the Balboa Park Community Improvemenis
Program Document (San Francisco Planning Deparfment, Case No. on file with the Clerk of the Board in File
No. L :

(¢} "Balboa Park Impact Fee" shall mean the fee collected by the Citv to miticate impacts of wew development in the
Balboa Park Prograin Areg as described in the Findings in Section 331.1.

" {d) “Balboa Park Community Improvements Program” shall mean the program infended to implement the compmunity
improvements identified in the Balbog Park Airea Plan, as articulated in the Balboa Park Community Inprovements
Program Document (San Francisco Planning Departinent, Case No. on file with the Clerk of the Boord in File
No, 2 '
(e) “Balboa Park Program Area” shall mean the Balboa Park Plan Area in Figure 1 of the Balboa Park Station Area Plan of
the San Francisco General Plan.

(1) "Board" or "Board of Supervisors.” The Board of Supervisors of the Citv and County of San Francisco
"Child-care facility" shall mean a child day-care facility as defined in California Health and Safety Code Section
1596.750.

{2) "Citv* or "San Francisco,” The City and County of San Francisco.

(3) "Commercial use.” Any structure or portion thereof intended for occupancy by retail or office uses that
qualify as an accessory use, as defined and regulated in Sections 204 through 204.5 of this Code.

{4} "Commercial development project.” Any new construction._addition, extension, conversion or

enlargement, or combination thereof, of an existing structure which includes any occupied floor area of commercial use;
provided however, that for projects that solely comprise an addition to an existing structure which would add occupied
floor area in an amount less than 20 percent of the occupled floor areq of the existing structure, the provisions of this
Article shall only apply to the new occupied square footaze.

(3} “"Commission” or "Plapning Commission.” The San Francisco Planning Commission,
(2} "Community facilities" shall mean all uses as defined vnder Section 209.4{a) and 209.3(d) of this Code.

_ (6} "Condition of approval” or "Conditions of approval.” A condition or set of written conditions imposed by
the Planning Commission or another permit-approving or issuing City agency or appellate body to which a project
applicant agrees to adhere and fulfill when it receives approval for the construction of a development project subject to this
Article .

(7} DRI The Sun Francisco Department of Building Inspection.
(8) "Department” or "Planning Department.” The San Francisco Planning Deparitment or the Planning
Department’s designee, including the Mavor's Office of Housing and other City agencies or departments.

(i) "Designated affordable housing zones", for the purposes of implementing the Eastern Neighborhoods Public Benefits

Fund shall mean the Mission NCT defined in Section 736 and the Mixed Use Residential District defined in Section 841,

9} "Development fee." Either q development impact fee or an in-lieu fee. It shall not include a fee for service
or.any time gnd material charges charged for reviewing or processing permit applications.

(10) "Development Fee Collection Unit” or "Unit. " The Development Fee Collection Unit ai DBI

(28] "Development impact fee " A fee imposed on a development project as a condifion of approval to mitizate
the impacts of increased demand for public services, facilities or housing caused by the development project that may or
may not be gn impact fee governed by the California Mitigation Fee dct (California Government Code Section 66000 et

seq.).

(12} "Development impact requirement.” A requirement to provide physical improvements, facilities or below
market rate housing units imposed on a develgpment project as a condition of approval 1o mitieate the impacts of increased

SAN FRANCISCO
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Exhibit B: Technical M(u. .ications/ Definition Consoclidation

CASE NO. 2009.1065T, Development Stimulus and Fee Reform

demand for public services, facilities or housing caused by the development project that may or may not be governed by the
California Mitization Fee Act (California Government Code Section 66000 et seq.}.

(13) "Develppment project.” mean any change of use within an exxstmg structure addmon to an ex:stzng
stmcture OL Dew constructmn which mclu{ies any occupied floor area S-projeetthat-iv-oubiect-to-a-development-impas

( 1 4} ”Direcior. " The D:recfor of P!armm;z or his or her designee.
(15} "DPW." The Department of Public Works. ' :
() “Eastern Neighborhoods Public Benefits Program” shall mean the program intended to implement the community

improvements identified in the four Area Plans affiliated with the Eastern Neighborhoods (Central Waterfront, East SoMa,
Mission, and Showplace Square/Potrero Hill). as articulated in the Eastern Neighborhoods Public Benefits Program

Document (San Francisco Planning Departigent, Case No. on file with the Clerk of the Board in File No.
081155).

(m) "Eastern Neiehborhoods Impact Fee" shall mean the fee collected by the City to mitigate impacts of new development
in the Eastern Neighborhoods Program Areg as described in the Findings in Section 327.1.

{n) "Bastern Neighborhoods Public Benefit Fund" shall mean the fund into which all fee revenue collected by the {Z:tv from
the Eastern Neighborhoods Impact Fee.

{0) “Eastern Neighborhoods Public Benefits Program” shall mean the program miended to implement the comumunity
improvements identified in the four Area Plans affiliated with the Eastern Neighborhoods (Central Waterfront, Bast SolMa,

Mission. and Showplace Sauare/Potrero HilD, as articulated in the Eastern Neighborhoods Public Benefits Program

Docurnent (San Franciseo Planning Departiment, Case No. on file with the Clerk of the Board in File No.
081155).

(p) “Eastern Neighborhoods Program Area” shall mean the Eastern Neighborhoods Plan Area in Map 1 (Land Use Plan) of

the Fastern Neighborhoods Area Plan of the San Francisco General Plan.

{16} "Entertainment development project.” Any new construction, addition, extension, gonversion, or

enlarcement, or combination thereof, of an existing structure which includes any gross square feet of entertainment use.
(17} "Eutertainment use.” Space within g structure or portion thereof intended or primarily suitable for the

operation of a nivhitime entertainment use as defined in Section 102,17 of this Code, a movie theater use as defined in
Sections 790.64 and 890.64 of this Code. an adult theater use as defined in Sections 790.36 and 88036 of this Code, any
other entertainment use as defined in Sections 79038 and 890.37 of this Code, and, potwithstanding Section 790.38 of this
Code, an amusement same arcade (mechanical amusement devices) use as defined in Sections 790.4 and 890.4 of this Code.
Under this Article, "entertainment use” shall include all office and other uses accessory to the entertginment use, buft
excluding retail uses and office uses not accessory 1g the entertainment use.

{18} “First certificate of occupancy. " Either a temporary certificate of vecupancy or a Certificate of Final
Completion and Occupancy as defined in San Francisco Building Code Section 1094, whichever is issued first.
£19) “First construction document.” As defined in Section 1074.13.1 of the San Francisco Building Code.

20) "Hotel development project,” Any new construction, addifion, extension, conversion, or enlargement, or

combination thereof. of an existing structure which includes arny gross square feet of hotel use.

£21) “Hotel” or "Hotel use.” Space within a structure or portion thereof intended or primarily suitable for
rooms, or suites of two oF more rooms, each of which may or may not feature a bathroom and cooking facility or kilchenette
and is designed 1o be occupied by a visitor or visitors fo the City who pavs for accommodations on g daily or weekly basis
but who do not remain for more than 31 consecutive days, Under this Article “hotel yse” shall include all office and other
wuses geeessory fo the renting of snest rooms, but excluding retail uses and office uses not acgessory lo the hotel use.
(s} “Improvements Fund” shall mean the fund into which all revenues are collected by the City for each Program Area’s

impact fees,
(1) “In-Kind Agreement” shall mean an agreement acceptable in form and substance o the City Attorney and the Dirvector of

Plannine between a project sponsor and the Planning Commission subject to the approval of the Planning Commission in
its sole discretion to provide a specific set of community improvements,_at a specific phase of construction, in lieu of
contribution fo the relevant Improvements Fund,_The In-Kind Agreement shall also mandate a covenant of the project

sponsor o reimburse all City agencies for their administrative and staff costs in negotialing, drafting, and monitoring

compliance with the In-Kind Aeveement. The City also shall require the profect sponsor to provide a letler of credit or other

SAN FRAHQISCO
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CASE NO. 2009.1065T, Development Stimuius and Fee Reform

instrument, acceptable in form gnd substance to the Planning Department and the City Aftorney, lo secure the Ciy's right lo
receive paviment as described in the preceding sentence.

{22) “In lieu fee. " 4 fee paid by a project sponsor in lieu of complving with a requirement of this Code and that
is not a development impac! fee governed by the Mitication Fee Act.
() "Infrastructure” shall mean open space and recreational facilities; public realm improvemenis such as pedesirian
improvements and sireefscape hnprovements: public transit facilities: and community facilities such as libraries, childcare
facilities, and compunity centers.
(v} "Low Income” shall mean, for purposes of this ordingnce,_ up to 80% of median. family income Jor the San Francisco
- PMSA, as caleulated and adiusted by ithe United States Department of Housing and Urban Development (HUD) on an
annual basis, except that as applied 1o housing-relaied purposes such as the coustruction of affordable housing and the
provision of rental subsidies with funds from the SOMA Stabilization Fund established in Section 318.7. it shall mean up 1o
60% of median family income jor the San Francisco PMSA4, as calculated and adfustea’ by the United Siates Depariment of
Housing and Urban Development (HUD) on an annual basis.
{w) “Market and Octavia Community Improvements Fund” shall mean the 1zmd info which all fee revenue co!lecred by the

City from the Market and Oclavia Community Improvemenis Impact Fee.

x) “Market and Octavia Community Improvements Impact Fee” shall mean the fee collected by the City to mitigate impacts
of new development in the Market & QOctavia Program Area as described in the Findings in Section 326.1.

“Market and Octavia Community Improvemenits Program” shall mean the program intended to implement the
community improvements identified in the Mairket and Octavia Area Plan, as articulated in the Morket and Octavia
Community Improvements Program Document (San Francisco Planning Department, Case No, on file with the
Clerk of the Board in File No. 071137).

{z) “Market and Octavia Program Area” shall mean the Market and Octavia Plan Area in Map 1 (Land Use Plan) of the
Market and Octavia Avea Plan of the San Francisco General Plan,_which includes those districts zoned RT0. NCT. or anv
neighborhood specifie NCT, a few parcels zoned RH-I or RH-2, ond those parcels within the Van Ness and Market
Downtown Residential Special Use District (VMDRSUD).

(23} "MOCD. " The Mayor's Office of Community Development,

(24) "MOH. " The Mavor's Office of Housing,

{25} "MTA." The Municipal Transportation Agency,

(cct “Net addition’ shall mean the total amount of gross floor area (as defined in Planning Code Section 102.9) io be
occcupied by g development project, less the eross foor area existing in any structure demolished or refained as part of the
proposed development project that had been occupied by, or primarily serving, any residentiol, non-residential, ov PDR use
for five vears prior 1o Planning Commission or Planning Department approval of the develo ment pro ject subject to this
Section, or for the life of the structure demolished or retained, whichever is shorier.

{dd) "Non-residential use" shall mean any struciure or portion thereof intended for occupancy by refail, office.
commercial or other nonresidential uses defined in Plamming Code Section 209.3, 209.8, 217 218, 219 and 221 except that
residential components of uses defined in Section 209.3 fa)—{c) and (g) — (1) shall be defined as g _“residential use” for
purposes of this Section. For the purposes of this section, non-residential use shall not include POR and publicly owned and
operated community facilities.

(26) "Office development project.” Any new construction, addition, extension, conversion or enlgrgement. or
combination thereof, of an existing structure which includes any gross floor area of office use
(27) "Office use.” Space within a structure or portion thereof infended or primarily suitable for occupancy by

persons or entities which perform, provide for their own benefit, or provide to others at that location services including, but

not limited to, the following: Professional: banking: insurance; managemen!: consulting: techpical: sales; and desien: and
the non-accessory office functions of manufacturing and warehousing businesses: all uses encompassed within the definition
of "office” in Section 219 of this Code;: multimedia._spftware, development, web design, electronic commerce, and
information technology: all uses encompassed within the definition of "administrative services” in Section 890, 100 of this
Code; and all "professional services"” as proscribed in Section 890,108 of this Code excepting only those uses which are
Iimited fo the Chinatown Mixed Use Disirict,

(ee) “PDR use" shall mean those uses contained in Sections 220, 222, 223, 224, 225, and 226 of the Planning Code.

SAN FRANGISCO
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CASE NO. 2009.1065T7, Development StEmulué and Fee Reform

() “Replocement” shall mean the total amount of pross floor area (as defined in Planning Code Section 102.9) 10 be

demolished and reconstructed by a development project, given that the space demolished had been occupied by, or
primarily serving, any residential_non-residential,_or PDR use for five vears prior fo Planning Commission or Planning

Department approval of the development project subject to this Section, or for the life of the structure demolished or
refained, whichever is shorier,

(28} "Research and Development ("R&D"} project.” Any new construction,_addition, extension, conversion, of
enlareement, or combination thereof, of an existing structure which includes any gross square feet of R&D use.

(29} "Research and development use.” Space within any structure or portion thereof intended or primarily
suitable for basic and applied research or svslematic use of research knowledge for the production of materials, devices,
svstems. information or methods, including desion_development and improvement of products and processing, including
biotechnology, which involves the integration of natural and engineering sciences and advanced biological fechnigues using
greanisms, cells, and parts thereof for products and services, excluding laboratories which are defined as light

manufacturing uses consrstenf wzth Secﬂon 226 of this Code.

(31} "Residential use.” Any any stmczure or partion thereof intended for occupancy by uses as defined in Sections
209.1, 790.88. and 890.88 of the Plannine Code as relevant for the subject zoning district or containing group housing as
defined in Section 209 2(a)--(c) of the Planning Code and residential components of institutional uses as defined in Section
209.3 (a)—~(c) and {g) - - (1} of rhe Plannmg Code

(32) "Retatl deve!opment DrOH?C’f " Any Hew con.s'tructzon add:tzon extension, conversion, or enlargemenf or
combination thereof. of an existing structure which includes any gross square feet of retail use.

733) “Reiail use " Space within any structure or portion thereof intended or primarily suitable for occupancy
by persons or entities which supply commodities to customers on the premises including, but not limited 1o, stores, shops,

restaurants, bars, eating and drinking businesses, and the uses defined in Sections 218 and 220 through 225 of this Code,

and also including all space accessory to such retail use.
(hh) "Rincon Hill Community Improvements Fund” shall mean the fund into which all fee revenue collected bv the City from

the Rincorn Hill Community Infrastructure Impact Fee,
(ii} "Rincon Hill Community Infrastruciure Impact Fee” shall mean the fee collected by the City lo mitigale impacts of new
development in the Rincon Hill Program Area as described in the Findings in Section 318.1. .
i1} “Rincon Hill Program drea’” shall mean those districts identified as the Rincon Hill Downlown Reszdemml RE DTR
Districts in the Planning Code and on the Zoning Maps.
(kk) "SOMA" shall mean the area bounded by Marke Street to the north, Embarcadero 1o the east, King Street to the south
and South Van Ness and Division to the west. _
(10 “SOMA Community Stabilization Fee” shall mean the fee collected by the City fo nitigate impacts of new development
in the Rincon Hill Program on the residents and businesses of SOMA, as described in the Findings in Section 318.1,
{mm} "SOMA Community Stabilization Fund" shall mean the fund into which all fee revenue collected by the City from the
SOMA4 Community Stabilization Fee, )

(34) {34)-—"Sponsor" or "project sponsor.” An applicant seeking approval for construction of a

development project subject to this Article, such applicant’s successor and assigns, and/or any

entity which controls or is under common control with such applicant,
“Treasurer” shall mean the Treasurer for the City and County of San Francisco.
{op) “Waiver Aeveement” shall mean an agreement acceptable in form and substance fo the Planning Department and the
Ciry Attorney, under which the City agrees fo waive all or a portion of the Community Improvements Impact Fee,
SEC, 4112, $EC-384 DEFINITIONS. () In addition to the definitions set forth in Section 401 of this Artzcle le, For-the-purposes-of-this
Chepter; the following definitions shall govern interpretation of Section 411. 1 et seq. apply:
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CASE NO. 2008.1065T, Development Stimulus and Fee Reform

(i) A= Accessory Use. A related minor use which is either necessary to the eperation or enjoyment of a Jawful principal vse or conditional
use, or is appropriate, incidental and subordinate to any such usc and is located on the same lot as the principal or conditienal use.

(2) B Base Service Standard. The refationship between revenue service hours offered by the Municipal Raiiway and the number of automobile
and transit trips estimated (o be generated by centain nonwresidential uges, expressed as & ratio where the numcrator equals the average daily revenue service
hours offered by MUNI, and the denominator eguals the daily automobile and fransit trips generated by non-residential land uses as estimated by the TIDF
Study or updated under Section 4] 1.5 387 -of this-Chapter.

(3) & Base Service Standard Fee Rate. The TIDF sansit-inpeet-developmentfoe that would ailow the City to recover the estimated costs
incurred by the Muricipal Railway to meet the demand for public transit resulting from new development in the econornic activity categories for which the
fee is charged, after deduct:ng government grants, fare revenue, and costs for nonsvehicle maintenance and generl administration.

(416~ Covered Use. Any use subject to the TIDF, )

_ (5iH. Cslwral/institution/Education (CIE). An economic activity category that includes, but is not iimited to, schools, as defined in
subsections (g), (1), and (i) of Section 209.3 of the Planning this Code and subsections (£)-(7) of Section 217 of this the-Planning- Code; child care
facilities, as defined in subsections (e} and (f) of Section 209.3 of this she-Planning Code and subsection (e) of Section 217 of this the-Plewning Code;
reruseums and zoos; and community facilities, as defined in Section 209 4 of this #he-Plaming-Code and subsections (a)-{c) of Section 221 of this the
Plapning Code,

{6 & Dircctor of MTA or MTA Director. The Director of Transportation of the MTA, or his or her designee.

TS Economic Activity Category. One of the following six categorics of nonresidential uses: Cuttural/Institution/Education (CIE),
Management, Information end Professional Services (MIPS), Medical and Health Services, Production/Distributien/Repair {PDR), Retail/Entertainment,
and Visitor Services.

{8} 4 Gross Fioor Area. The total area of each floor within the building's exterior walls, as defined in Section 102.9 of tliis the-Sen-Erancisco
Plarning Code, except that for purposes of determining the applicability of the TIDF, the exclusnon from this definition set forth in Section 102.9(b}12) of
that this Code shall not apply.

{9} &£ Gross Square Feet of Use. The total square feet of gross floor area in a building ard/or space within or adjacent to a sbucture devoted to
ati covered uses, including any common areas exclusively serving such uses and not serving residential ases. Where a structure contains more than one use,
areas common to two or more vses, such as lobbies, stairs, elevators, restrooms, and other ancillary space included in gross floor area that are not
exclusively assigned to one use shall be apportioned among the two or more uses in accordance with the relative amounts of gross floor area, excluding
such space, in the structure or on any floor thereof directly assignable to each use.

{10} 4& Management, Information and Professional Services (MIPS). An economic activity category that inchades, but is not Jimited to, office
use as defined in Section H3HEH 413, 1124} of this the-Planning Code; medical offices and clhinics, as defined in Section 850.114 of this the-Rlenwning
Code; business services, as defined in Section 890.1)1 of this the-Blesning Code, Integrated PDR, as defined in Section 890.49 of the Plarming Code, and
Smali Esnterprise Workspaces, as defined in Section 227(t) of fliis sheflanmning Code.

" (1{} ¥ Medical and Health Services. An economic activity category that includes, but is, not limited to, those non-residential uses defined in
Sections 209.3(a) and 217{a) of this the-Plamning Code; animal services, as defined in subsections (a) and {b) of Section 224 of this the-aning Code; and
social and charitable services, as defined in subsection {d) of Section 209.3 of this the-Plenning Code and subsection (d) of Scction 217 of this she-Planming
Code.

(12} & Municipal Railway; MUNL The public transit system owned by City and under the jurisdiction of the Municipal Transportation

Apency.

14) &~ Mumc;pa[ Transportation Agency Board of Directors; MTA Board. The governing board of the MTA.

(13} B New Development. Any new construction, or addition to or conversion of an existing structure under a building or site permit issued
on or after September 4, 2004, that results in 3,000 gross square feet or more of a covered use. In the case of mixed use development that includes
residential development, the term "new development” shail refer to onty the non-residential portion of such development. "Existing staucture” shall include
a structure for which a sponsor already paid a fee under the prior TIDF ordinance, as well as a structure for which no TIDF was paid,

S—%MWWWWWW*WM&“WMMW

(18} #- Retaxlfsnteztamment An economic activity caregor}' that mciudes but is not hm:ted to reta;l use, as defined in Section 218 of this she
Rlamsing Code; entertainment use, as defined in Section 343-M-085) £01£16) of this Article the-Planning-Code, massage establishments, as defined in
Section 218.1 of this the-Plenning Code; laundering, and cleaning and pressing, as defined in Section 220 of fhis #he-Rlenming Code.
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{19) % Revenue Service Hours. The number of hours that the Municipal Railway provides service to the public with its entire fleet of buses,
light rai} (including streetcars), and cabie cars.

By L licant-seekin I ret £ development-subjoct-to-this-chapter-suck-applioant's sucecosors-and
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(20} Z TIDF Study The study commissioned by the San FIHUCISCO Planning Dcpartment and performed by Nelson/Nygaard Associates
entitled "Transit Impact Development Fee Analysis--Final Report,” dated May 2001, inchsding all the Technical Memoranda supporting the Final Report
and the Netson/Nygaard update materials contained in Board of Supervisors File No. 040141

(21} A4 Transit Impact Development Fee; TIDF. The daveiopment fee that is the subject of Sgction 411.1 et seg. this-Chapter.
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@ €6 Trip Generation Rate. The total number of automobile and Municipa) Railway trips generated for each 1 000 square feet of
development in a particutar economic activity category a5 established in the TIDF Study, or pursuant te the five-year review process established in Section
411.5 387

{23) BH- Use The purpose for which land or a structure, or both, are legally designed, constructed, arranged or intended, or for which they are
legatly occupied or maintained, let or leased,

(24) EE- Visitor Services. An economic activity category that inchudes, but is not limited to, hotel use, as defined in Section 3434418 404 020)
of this Article the-Planming-Code; motel use, as defined in subsections (c} and (d) of Section 216 of this she-Rianning Code; and time-share projects, as
defined in Section 11003.5(a) of the California Business and Professions Code.

SEC. 418 (formerly Section 318). RINCON HILL COMMUNITY IMPROVEMENTS FUND AND SOMA
COMMUNITY STABILIZATION FUND - R-DISER ot

Sections 418.2 through 418.7 3%8-}—3%8—9 hereatter referred to as Section 418.1 et seg., set forth the requirements

and procedures for the Dowatew ptial Rincon Hill Comrmunity Improvements Fund and the SOMA Community
Stabilization Fund.

SEC 418.2. 2 3118—} DEF INITiON {a ) Mm&e the det:mt:ons set Iorrh in Section 401 of this Articles
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SEC. 418.3 348-3. APPLICATION.
(a) Application. Section 418.1 et seq. shall applv to any development pro,rec.t located in the Rmcon HIH—.Q-RQ

(b) Amount 01'_’ F ees.

{1) The Rincorn Hill Community Improvement Impact Fee shall be $11.00 per net addition of occupiable

square feet of residential use in any develppment project with g residential use in any development profect with a residential
use located within the Program drea; and

(2} The SOMA Community Stabilization Fee shall be 314.00 per net addition of occupiable square feet of
residential use in any development project with a residential use within the Program Area.

8} The Community Iaprewements Infrastructure Impact Fee shall be revised effective January 1st of the year
following the effective date of Section 418.1 et seq. #is-ordinanee and on January 1st each year thereafter by the percentage
increase or decrease in the construction cost of providing these improvements. '

fe) fe} Option for In-Kind Provision of Community speevements Infrastructure and Fee Credits. The Planning
Commission may shetl reduce the Commmity seprevements Infrastructure Impact Fee or SOMA Stabilization Fee owed
deseribed-in-(b)-abeve for specific residential development projects propesals in cases where the Direcior has
recommended approval and the e-project sponsor has entered into an [n-Kind Improvements edgreement with the City. In-
kind community improvements may only be accepied if they are improvements prioritized in the Rincon Hill Plan, meet
identified community needs,_and serve as a substitute for improvements funded by impact fee revenue such as_street
improvements, iransit improvements, and community facilities, Open space or stregiscape improvements proposed o sailsfy
the usable open space requirements of Section 135 are not eligible as in-kind improvements. No proposgl for in-kind
commnity improvements shall be accented that does not conform fo the criteria above, Project sponsors that pursue In-
Kind Community Agreements with the City will be charged time and materials for any additional administrative costs that

the Department or any other City agency incurs in processing the request toprovidentind-improvemenis-in-the-fornrof
Wﬁmmwmwwmmmmwmfkw
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Exhibit B: Technical . fications/ Definition Consolidation

CASE NO. 2009.1065T, Development Stimulus and Fee Reform

(1) The Rincon Hill Community bmpreversents Infrastructure Impact Fee and SOMA Stabilization Fee may be
reduced by the total dollar value of the community improvements provided through an In-Kind Improvements Agreement
recommended by the Director and approved by the Commission. For the purposes of calculating the total dollar value of-n-
Jind-conmunity-improvements, the project sponsor shall provide the Planning Department with a cost estimate for the
proposed in-kind community improvement(s) from two independent contraetors sources or, if relevant, real estate
appraisers. If the City has completed a detailed site-specific cost estimate for a planned improvement, this may serve as one
of the cost estimates provided it is indexed to current cost of construction. Based on these estimates, the Director of
Planning shall determine #heix the appropriate value of the in-kind improvements and the Plawning Commission shall reduce
the Rincon Hill Community lmprovements Impact Fee or SOMA Stabilization Fee otherwise due by an equal amaunt
assesved-to-that project propertionally. No credit shall be made for land value unless ownership of the land is transferred to
the City or a permanent pubhc easement Is granted. the acceptance of whick is af the sole drscretzon of. the Crtv

staff costs in negoncmng, drafiing, and monitoring comglrance with the [n-Kind Improvemems Agreement. The City shall also require the profect sponsor
io provide a letter of credit or other instrument,_acceptable in form and substance fo the Department and the City Attorney. to secure the City's right to
receive improvemenis os described above.

{d)£9 Option for Provision of Community kmprovements via 4 Community Facilities (Mello-Roos) District. The Planning Commission shal
waive the Community Improvements Impact Fee described in {b) zbove, either in whole or in part, for specific residential development proposals in cases
where one or more project sponsoss have entered into a Waiver Agreement with the City. Such waiver shall not exceed the value of the improvements to be
provided under the Waiver Agreement. For purposes of calculating the total value of such improvements, the project sponsor shall provide the Plawning
Pepartrnent with a cost estimate for the proposed in-kind community improvements from two independent contractors. Based on these estimates, the
Director of-Plemning shall determine their appropriate value,

(e} Timing of Fee Payments. The Rincon Hill Community [mprovement Impact Fee and SOMA Stabilization Fee is due and pavable fo
the Development Fee Collection Unit at DB prior to issuance of the first consruction document, with an option for the project sponsor 1o defer payment to
prior to issuance of the first certificate of pcoupency upon agresing to pay @ deferral surcharge that would be paid into the appropriate fund in accordance
with Section ]07/! 13.3 o{ the San Franusco Bw!dmg Code .
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4} In the gvent that the Board of Supervisors grants a waiver or rcduction under Secrr'on 408 of this Article Seetion, it shall be the policy of the
Board of Supervisors that it shall adjust the percentage of inclusionary housing in lieu fees in Planning-Gode Section 827(b)(SHC) of this Code such thata
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Exhibit B: Technical Modifications/ Definition Consolidation

CASE NO. 2009.10857, Development Stimulus and Fee Reform

greater percentage of the in lieu fees will be spent in SOMA. with the result that the waiver or reduetion under this Section shall not reduce the overal
ﬁmdzng to the SOMA. community.

SEC. 420.2 31812, DEFINITIONS. (a) In addition to the definitions set forth_in Section 401 of this Article. Fthe
foliowmg detmztlons sball govem nfergretatzon ozf #949 Section 420 let seg %h%—dmaﬁee

Y. £ i TN g 9% i ». ol iaty I 5 : "
REFCOf G -G -ER -G HERI G- FF-GEOF y A HOGFFeE-G-F L L L R L e e TR O TROFE PN

4'1411 dditiie i £ PIOTRTN Feindysinsdod codd .,,An s T . o 271
i f than-2¢

1} J‘ H
HEW -_n.;,uu,u_,u 1 S-S el uy FEC-LH R G- G- CXIS RS-SRS WHEA- O -GaE 37 & 1

iy ,-J
PTG EH dulwx—h’bla

{3) & "Visitacion Vailey" shall mean the ared bounded by Carter Street and McLaren Park to the west, Mansell Street to the nerth, Route 101
between Mansell Street and Bayshore Boulevard to the northeast, Bayview Park to the north, Candlestick Park and Candlestick Point Recreation Area to
the east, the San Francisco Bay to the southeast, and the San Francisco Cmmty line to the soath.

SEC. 4211 3284 FRNDINGS,

A. Market and Octavia Plar Objectives. The Market and Octavia Area Plan cmbodles the community's vision of a better neighborhood, which
achisves multipie objectives including creating a healthy, vibrant transit-erienied neighborhood, The Planning Department coordinated deveiopment of the
Area Plan objectives around the tenants of the Better Neighborhiood Planning process and within the larger framework of the General Plan.

The Market and Octavia Plan Area encompasses a variety of districts, most of which are primarily residential or neighborhood commercial. The -
Area Plan calls for a maintenance of the well-established neighborhood character in these districts with a shift to a more transit-oriented type of districts. A
trangit-oriented district, be it neighborhood commercial or residential in character, generétes a unique type of infrastructure needs.

The overall objective of the Market and Octavia plannmg effort is to encourage batanced growth in a centraily located section of the City that is
ideal for transit oriented development, The Area Plan calis for an increase in housing and retail capacity simultaneous to infrestructure improvements in an
effort to maintain and strengthen neighborhood character.

B. Need for New Housing and Retail. New residentiai construction in San Francisco is necessary to accommodate a growing population. The
population of California has grown by more than 11 percent since 1990 and is expected to continue increasing. The San Francisco Bay Area is growing ata
rate similar to the rest of the state.

The City should encourage new housing production in a manner that enhances existing neighborhoods and ereates new high-density res:dentlai
and mixed-use neighborheads, Gne solution to the housing crisis is to encowrage the construction of higher density housing in areas of the City best able to
accommodate such housing. Areas iike the Plan Area can better accommeodate growth because of easy access o public transit, proximity to downtown,
convenience of neighborhood shops to meet daily needs, and the avaitability of development opportunity sites. San Francisco's land constraints, as
described in Section 418.114) 348443, limit new housing constructzon to areas of the City not previously designated as residential areas, infill sites, or
areas that can absorb increased density.

The Market and Octavia Pian Area presents opportunity for infill development on various sites, inchuding parcels along Octavia Boulevard
known as "the Central Freeway parcels,” some parcels along Market Street, and the SoMa West portions of the Plan Area. These sites are compeliing
opportunities because new housing cen be built within easy walking distance of the downtown and Civic Center emnployment cersters and City and regional
transit centers, while maintaining the comfortable residentiai character and reinforcing the unigue and exciting neighborhood qualities,

To respond to the identified need for housing, repair the febric of the neighborhood, and support transit-oriented development, the Market and
Octavia Plan Area is zoned for the appropriate residential and commercial uses. The Planning Department is adding a Van Ness Market Downtown
Residential Special Use District (YNMDR-8UD) in the Plan Area and establishing a Residential Transit-oriented (RTO) district and several Neighborhood
Commercial Fransit (NCT) distriets. New zoning controls encourage housing and commercial developrrent appropriate to each district.

The plan builds on existing neighborhoed character and establishes new standards for amenities necessary for a transit-oriented neighborhood. A
transit-criented neighborhood requires a full range of neighborhood serving businesses. New retail and office space will provide both neighborbood- and
City-serving businesses.

San Francisco is experiencing a severe shortage of housing available to people at all income levels, especially to those with the lowest incomes
while seeing a sharp increase in housing prices. The Association of Bay Area Governments’ (ABAG) Regicnal Housing Needs Determination (RHND)
forecasts that San Francisco must produce 2,716 new units of housing arnually to meet projected reeds. At least 5,639 of these new units should be
available to moderate income households. New affordable units are funded through a variety of sources, including inclusionary housing and in lien fees

SAH FRANCISCO
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CASE NO. 2009.1065T, Development Stimulus and Fee Reform

leveraged by new market rate residential development pursnant to Sections 443 343 and 45 345 The Planning Department projects that approxirately
1,400 new units of affordable housing will be developed as a result of the plan. New Development Requires new Community Infrastructure. -

The purpose for new development in the Plan Area is established above (Section 421, 1(4) 326-a3). New
construction should not diminish the City's open space, ieopardize the City's Transit First Policy, or place undue burden on
the City's service systems. The new residential and eemsmereiet nonresidential construction should preserve the existing
neighborhood services and character, as well as increase the level of service for all modes necessary to support transit-
oriented development, New development in the area will create additional impact on the local infrastructure, thus generating

a substantial need for community improvements as the district's population and workforce grows.

The amendments to the General Plan, Planning Code, and Zoning Maps that correspond to Section 421.1 et seq, this-erdinanee will permit an
increased amount of new residential and commercial development, The Planning Depactment anticipates an increase of 5,960 units within the next 20
years, and an increase of 9,875 residents, as published in the environmental impact report. This new development will have an extraordinary impact on the
Plan Area's infrastructure. As described more fully in the Market and Octavia Plan Final Environmental Impact Report, San-Franeisco-Rlauning
Bepartment-Gase-ho- - on file with the Clerk of the Board in File No. 671157, and the Market and Octavia Community Improvements Program
Document, San Francisco Planning Department-Case-No- on file with the Clerk of the Board in File No. 871157, new development will
generate substantial new pedestrian, vehicle, bicycle, and transit trips which will impact the area. The fransition to 2 new type of district is tantamount to
the development of new subdivisions, or the transition of a district type, in terms of the need for new infrastructure.

The Market and Octavia Area Plan proposes to mitigate these impacts by providing extensive pedestrian, transit, traffic-calming and other
streetscape improvements that will encourage residents to make as many daily trips as possible on foot, by bicysle or on transit; by creating new open
space, greening, and recreational facilities that will provide necessary public spaces; and by establishing a range of other services and programming that
will meet the needs of community members. A comprehensive program of new public infrastructure is necessary to Jessen the impacts of the proposed new
development anéd to provide the basic community improvements to the area's new community members. The Market and Cetavia Community
Improvements Program Document provides a more detailed description of propesed Community Improvements.

In order to enable the-Ginrand-Cotssof San Francisco to provide necessary publie services to new residents; to maintain and improve the
Market and Octavia Plan Area character; and o increase neighborhood livability and investment in the disiriet, it is necessary to upgrade existing streets
and streetscaping; acquire and develop neighborhood parks, recreation facilities and other community facilities to serve the new residents and workers.

While the open space requirements imposed on individual developments address minimum needs for private open space and access to #ight and
air, such open space does not provide the necessary public social and recreational opportunities as attractive public facilities such as sidewalks, parks and
other community factlities that are essential urban infrastructure, nor does it contribute to the overall transformation of the district into a safe and enjoyable
transit-oriented aeighborhood.

C. Program Scope. The purpose of the proposed Market and Octavia Community bmpresw s Infrastructure
Impact Fees is to provide specific public improvements, including community open spaces, pedestrian and streetscape
improvements and other facilities and services. These improvements are described in the Market and Octavia Area Plan and
Neighborhood Plan and the accompanying ordinances, and are necessary to meet established City standards for the
provision of such facilities. The Market and Octavia Community Improvements Infrastructure Fond and Community
Lmprovements Infrastructure Impact Fee will create the necessary financial mechanism to fund these improvements in

proportion to the need generated by new development.

Nationat and international transportation studies {such as the Dutch Pedestrian Safety Research Review. T. Hummel, SWOV Institute for Road
Safety Research {Holland), and University of North Carolina Highway Safety Research Center for the U.S. Department of Transportation, 1999 on file with
the Clerk of the Board #n-FileNgw o) ave demonstrated that pedestrian, teaffic-calming and strectscape improvements of the type
proposed for the Market and Octavia Plan Area result in safer, more attractive pedestrian conditions. These types of improvements are essential to making
pedestrian activity a viable choice, thereby helping to misigate traffic impacts associated with excess avtomobile trips that could otherwise be generated by
new development.

The proposed Market and Octavia Community Infrastructure Impact Fee is necessary to maintain pmgrcss towards relevant state and national
service standards, as well as local standards in the Goals and Objectives of the General Plan for open space and streetscape improvements as discussed in
Planwing-Code sSection 418, 1(F) 348145, Additionally the fee contributes to tibrary resources and childcare facilities standards discussed below:

Library Resources: New residents in Plan Area will generate a substantial new need for lbrary services. The San Francisco Public Library does

. hot anticipate adequate demand for a new branch library in the Market and Octavia Plan Arca at this time. However, the increase in population in Plan Area .
will create additionat demand at other jibraries, primarity the Main Library and the Eureka Vailey Branch Library. The Market and Octavia Community
Infrastrueture bmpact Fee includes funding for library services equal to $69.00 per new resident, which is consistent with the service standards used by the
Sar Francisco Public Library for allocating resources to neighborhood branch libraries, Child Care Facilities: New households in the Plan Area wiil
generate a need for additional childcare faciiities. Childcare services are integral to the financial and social success of families, Nationwide, research and
policies are strengthening the link between childeare and residential growth, many Bay Area counties are leading in efforts to finance new childcare
through new development. San Mateo has conducted detailed research linking housing to childcate needs, Santa Clara County has developed exemplary
projects that provide childeare facilities in proximity to transit stations, and Santa Cruz has levied a fee on restdential development to fund childeare.
Similarly many research efforts have iilustrated that adequate childcare services are cracial in supporting a healthy focal economy, see research conducted
by Louise Stoney, Mildred Wamer, PPIC, County of San Mateo, CA on file with the Clerk of the Board in-Rife-Ne- . MO{CD's Project
Connect Report identified childcare as an important comsmunity service in nelghboring communities. Project connect did not survey the entire Market and
Octavia Plan Area, it focused on low income communities, including Market and Octavia's neighbors in the Mission, Western Addition, and the
Tenderloin. The Departrent of Children Youth and Their Families projects new residents of Market and Octavia will generate demand for an additional
435 childcare spaces, of those 287 will be serviced through new child care development centers, ) .

SAN ERARCISSO
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. D. Programmed Improvements and Costs. Community improvements to mitigate the impact of new development in the Market and Octavia
Plan Area were identified through a community planning process, based on proposals in the Market and QOctavia Area Plan on file with the Clerk of the
Board in-file-plo: , and on a standards based analysis, and on community input during the Plan adoption process. The Planning
Department developad cost estimates ta the exient possibie for all proposed improvemenis. These are summarized by use type in Table §. Cost projections
in Table 1 are realistic estimates made by the Planning Department of the actual costs for improvements needed to support new development. More
infonmation on these cost estimates is focated in the Market and Octavia Community Improvements Program Document. Cost estimates for some ftems on
Table 1 are to be determined through ongeing analyses conducted in coordination with implementation of the Market and Octavia Plan Commumity
[mprovements Program, In many cases these projects require further design work, engineering, and environmental review, which may alter the nature of the
improvements; the cost estimates are still reasonable approximates for the eventual cost of providing necessary community improvements to respend o
identified community needs. The Board of Supervisors is not committing to the implementation of any particuiar project at this time. Projects may be
substituted for like projects should new information from the Citizens Advisory Committee, the Interagency Plan Implementation Commitiee, other
stakeholders, or the enviroumental review process tHustrate that substitute projects shounid be prioritized, Cost pm}cchons wili be updated at a minimum
apprommately every five years after adoption,

Cost of proposed communiry i mprovemen;:ai?fhi Market and Octavia Plan Area.
Market and Octavia

Community Improvements
Greening $58,310,000
Parks $6,850,000
Park Improvements $ TBD
Vehicle $49,260,600
Pedesfrian $23,760,000
Transportation ) $81,180,000

lnﬁasmcmféansx‘ Her $TBD
Bicycle ’ $1,586,000
Childcare $17,170,000
Library Materials $696,000

Facilities Recreational $15,060,000
Future Studies £466,000
Program Administration $4,730,000
Totai $258,500,000

Provision of affordable housing needs are addressed in Sections /3 343-and 415 325-of the-Dlawming this Code. Additionally subsidized
affordable housing may be granted a waiver from the Market and Octavia Community Enprovement Fee as provided for in sSection 408 of this Article
326333 This waiver may be leveraged as a local funding "match’ to Federal and State affordable housing subsidies enabling affordable housmg
developers to capture greater subsidies for projects in the Plan Area.

E. Sharing the Burden. As detailed above, new development in the Plan Area will clearty generate new infrastructure demands.

To fund such commurity infrastructure and amenities, new development in the district shall be assessed development impact fees proportionate
to the increased demand for such infrastructure and amenities. The City will use the proceeds of the fee to build new infrastruchure and enhance existing
infrastructire, as described in preceding sections, A Commusity Improvements Impact Fee shall be established for the Van Ness and Market Downtown
Residential Special Use District {VNMDR-SUD), and the Neighborhood Cormmmercial Transit (NCT) and Residential Transit Qriented (RTQ) Districts as
set forth herein.

Many counties, cities and towns have one standardized impact fee schedule that covers the entire runicipality. Although this type of impact fee
structure works wel for some types of infrastructore, such as affordable howsing and basic transportation needs, it cannot account for the specific
improvements needed in a neighborhood to accommodate specific growth. A localized impact fee gives currency to the community planning process and
encourages a strong aexus between development and infrastructure improvements.

Development impact fees are an effective approach to achieve neighborbood mitigations and associate the costs with new residents, workers,
and a new kind of development, The proposed Market and Octavia Community improvements Impact Fee would be dedicated to infrastructure
improvements ir the Plan Area, directing benefits of the fund clearly to those who pay into the fund, by providing necessary infrastructure improvements,
needed to serve new devetopment. The net increases in individual property values in these areas due to the enbanced neighborhood amenities financed with
the proceeds of the fee are expected to exceed the payments of fees by project sponsors.

The fee rate has been calculated by the Planning Department based on accepted professicnal methods for the caleulation of such fees. The
Market and Octavia Community Improvements Program Document contains a full discussion of impact fee calcuiation. Cost estimates are based on an
assessment of the potential cost to the City of providing the specific improvements described in the Market and Cetavia Plan Area. The Rlanwing
Department assigned a weighted value to new construetion based on projected population increases in relation to the total population.

SAN FRANCISCO
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The proposed fee would cover less than 80% of the estimated costs of the community improvements calculated as necessary to mitigate the
impacts of new development, By charging developers less than the maximaum amount of the justified impact fee, the City avoids any need to refund money
to developers if the fees collected exceed costs. The proposed fees only cover impacts caused by new development and are not intended to remedy existing
deficiencies; those costs will be paid for by public, community, and other private sources.

The Market and Octavia community improvements program relies on public, private, and community capital. Since 2000, when the Market and
Octavia planning process was initiated, the area has seen upwards of $100 million in public investient, including the development of Octavia Boulevard,
the new Central freeway ramp, Patricia’s Green in Hayes Valley and related projects. Additionaily private entities have invested in the area by zmprovmg
private property and creating new commercial establishments. Community members have invested by creating 2 Community Benefits District in the
adjacent Castro neighborhood, organizing design competitions, and lobbying for corsmumity programming such as a rotating arts program on Patricia's
Green in Hayes Vailey. Project sponsor contributions to the Market and Octavia Community Improvemests Fand will help leverage additional public and
community investment.

‘As a result of this new development, prcue.ctcd to occur over a 20-year period, property tax revenue is projected to increase by as much as 528
million annually when projected housing production is complete. Sixteen million doliars of this new revenue will be diverted directly to San Francisco (see
the Market and Octavia Commmunity improvements Program Document for a complete discussion of increased property tax revenue). These revenues will
fund improvements and expansions to general City services, inchuding police, fire, emergency, and other services needed to partially meet increased
demand associated with new development. New development's local impact on community infrastructure will be greater in the Market and Octavia Plan
Azea, relative to those typically funded by City government through property tax revenues. Increased property taxes will contribute to continued
maintenance and service delivery of new infrastructure and amenities. The City should pursue sftate enabling legislaﬂon that directs growth related
increases in property tax directly fo the neighborhood where growth is happening, similar to the redevelopment agencies Tax Increment Financing tool. If
such & revenue dedication tool does became available, the Planning Department should pursue an ordinance to adopt and apply a tax increment district to
the Market and Qctavia Plan Area even if the Plan is already adopted by the Board of Supervisors and in effect. The relative cost of capital improvements,
along with the reduced role of State and Federal funding sources, increases the necessity for development impact fees to cover these costs. Residential and
commercial impact foes are one of the many revenue sources necessary to mitigate the impacts of new development in the Market and Octavia Plan Area.

SEC. 421.2 326-2. DEFINITIONS.
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SEC 421.3 3263 APPLICATEON oF COMMUNITY%&@E@%@&%@&%& INFRASTRUCTUREMRROFEMENT
IMPACT FEE.

Y Apphs’:atzon Sectzorz 421.1 et seq. sha!l appfv to any a’evelopmenf project located in .fhe#ﬂ@ﬁﬁm

[ 2 Amount oi Mar ket and Octawa Commzng{ Imgrovemenrs Imgact Fees, szmg ot ngmen ¢. The sponsor
shall pay to-the-Treasurer Market and Octavia Community kmpreveraents Infrastructure Impact Fees of the following
amounfs: '

(1} Unless g Wabver Agreement has been executed, Pprior to the issvance by DBI of the first construction document site-oi-biadingpernsit for.
a residential development project, or residential component of a mixed use project within the Program Area, 2 $16.00 Community Improvement Impact Fee
in the Market and Qctavia Plan Arca, as described in (2) above, for the Market and Octavia Community Improvements Fund, for cach net addition of
occupiable sqoare feet which results in an additional residential unit or contributes te a 20 percent increase of residential space from the time that Seetion

421.1 &1 seq, tis-ordifance is adopted,

(2) Unless a Waiver Agreement has been executed, Eprior to the issuance by DBI of the first construction
document site-er-buildingspermit for a commercial development project, or eemmeredad non residential component of a
mixed use project within the Program Area, a $4.00 Community [mprovement Impact Fee in the Market and Octavia Plan
Area, as described in (2) above, for the Market and Octavia Community Improvements Fund for each net addition of
occupiable square feet which results in an additional eemerereted nonresidential capacity that is beyond 20 percent of the
non-residential capacity at the time that Sectzon 4211 et seq. ﬁ@«z&wdmaﬂee is adopted.
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(c) ) Fee Adiustments.
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Octawa Commumty ﬁgﬁ%@m@ﬁ% Infmstrucmrc }mpact Fee adjustments should be baseci on the following factors: {a) the
percentage increase or decrease in the cost to acquire real property for public park and open space use in the area and (b) the
percentage increase or decrease in the construction cost of providing these and other improvements listed in Section

421, 1(E) §-326-1{E}e). Fluctuations in the construction market can be gauged by indexes such as the Engineering News
Record or a like index. Revision of the fee should be done in coordination with revision to other like fees, such as those
detailed in Sections 247, 414 343, 414 344, 415 313, 4]8 318, and 419 318 of this the-Plawning Code. The Planning
Department shall provide notice of any fee adjustment meluding the formula used to calculate the adjustment, on its website

and to any interested party who has requested such notice at least 30 days prior to the adjustment taking effect.

{2) Program Adjustments. Upon Planning Commission and Board approval adjustments may be made to the fee to reflect changes to (a) the tst
of planned community improvements listed in Section 421.1(D) $-326.4(5); (b) re-evaluation of the nexus based on new conditions; or {c} further planning
work which recommends a change in the scope of the community improvements program. Changes may not be-made to mitigate temporary market
conditions. Notwithstanding the foregoing, it is the intent of the Board of Supervisors that it is not committing to the implementation of any particutar
project at this time and changes to, additions, and substitutions of individuat projects listed in the refated program docoment can be made without
adjustment to the fee rate or Saction 4211 el seq. this-evdinares 25 those individual projects are placeholders that require firther public deliberation and
environmental review. ‘

(3) Unless and until an adjustment has been made, the schedule set forth in this Seation 4211 ef seq. erdinares shail be deemed to be the
curvent and appropriate schedule of developrment impact fees.

{d) €&} Option for In-Kind Provision of Community Improvements and Fee Credits, The Planning Commission may reduce the Marker and
QOctavig Community Improvements Impact Fee deseribed-in-(hl-above gwed for spccn"tc development projects prepos«s in cases where a project sponsor
has entered into an Te-Kind Agreement with the City to provide In-Kind improvements in the form of streetscaping, sidewaik widening, neighborhood open
space, community center, and other improvements that restlt in new public infrastructure and facilities described in Section 427, J(E)a) 326353 a} or
similaz substitutes. For the purposes of calculating the total value of In-Kind community improvements, the project sponsor shall provide the Plansing
Department with a cost estimate for the proposed In-Kind community improvements from two independent contractors or, if relevant, real estate appraisers.
If the City has completed a detailed site specific cost estimate for a piznned community improvement this may serve as one of the cost estimates, required
by this clause; if such an estimate is used it must be indexed to current cost of construction. Based on these estimates, the Director gff¥esning shall
determine their appropriate value and the Plemsing Commission may reduce the Community Improvements lmpact Fee assessed to that project
proportionally, Approved In-Kind improvements should generally respond to priorities of the community, or f2it within the guidelines of approved
procedures for prioritizing projects in the Market and Octavia Community Improvements Program. Open space of streetscape improvements, including off-
" site improvernents per the provisions of this Special Use District, proposed to satisfy the usable open space requirements of Section 135 and 138 of this
Code are not eiigible for credit toward the contribution as In-Kind improvements. No credit toward the contribution may be made for Jand value unless
ownership of the fand is transferred to the City or a permanent public easement is granted, the acceptance of which is at the sole discretion of the City, A
permanent easernent shall be valued at no more than 50% of appraised fee simpie land value, and may be valued at a lower percentage as determined by the
Director of Planning in #5 his or her sole discretion. Any proposal for contribution of property for public open space use shall follow the procedures of
Subsection (6)(D) below. Fhe Alawming-Commission may reject In-Kind improvements if they do not fit with the priorities identified in the plan, by the
Interagency Plan Implementation Committee (see Section 36 of the Administative Code), the Market and Octavia Citizens Advisory Committee {Section
341.5) or other prioritization processes related to Market and Octavia Community Improvements Programming.

(e} €6 Option for Provision of Community Improverents via a Community Facilities (Mello-Roos) District. The Planning Commission may
waive the Community Improvements Impact Fee described in Section 421.3b} 326-3(b} above, ¢ither in whole or in part, for specific development
proposals in cases where one or more project sponsors have entered into 2 Waiver Agresment with the City approved by the Board of Supervisors. Such
waiver shall not exceed the value of the improvements to be provided through the Mello Roos district. In consideration of a Mello-Roos waiver agreement,
the Board of Supervisors shall consider whether provision of Community Improvements through a Community Facilities (Mello-Roos) District will restrict
funds in ways that will limit the City's ability to provide community amenities according to the established community priorities detailed in the Market and
Octavia Area Plan, or to further amendments. The Board of Supervisors shall have the opportunity to comment on the structure of bonds issued for Mello
Roos Districts, The Board of Supervisers may decline to enter into a Waiver Agreement if the establishment of a Mello Roos district does not serve the
City or Area Plant's objectives related to Market and Qctavia Community Improvements and general balance of revenue streams.

) €2} Applicants who provide community improvements through a Community Facitities (Mello Roos}) District or an In-Kind development
will be responsible for all additional time and materials costs including, Planning Department staff, City Attorney time, and other costs necessary to
administer the alternative to the direct payment of the fee, These costs shall be paid in addition to the community improvements obligation and bitled no
later than expendituze of bond funds on approved projects for Districts or promptly following satisfaction of the In-Kind Agreement. The Plasiing
Department may designate a base fee for the establishment of 2 Mello Roos District, that project sponsors would be obliged to pay before the district is
established, The base fee should cover basic costs associated with establishing a district but may not account for ali expenses, a minimum estimate of the
base fee will be published annually by the Plewsing Department.

SAN FRANGISCO )
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(1)
Table 2. Breakdown of Market and Octavia Community Improvements Fee by Infrastracture Type.
Compaonents of Proposed Impact Fee

- Residential Commercial

Greening 341% 50.2%
Parks 8.2% 13.8%
Park

Improvements tod tbd
Vehicle -0.4% 0.4%
Pedestrian 6.9% 6.2%
Transportation 22.2% 20.1%
Transit User

Infrastracture hd tbd
Bicycle 5% 0.4%
Childcare 8.3% 0.0%
Library

Materials 0.9% 0.0%
Recreational Facilities “13.1% 0.0%
Future Studies 0.2% A%

SAN FRABCISCO
PLANNING RDEPARTVIENT 1 5
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CASE NO. 2009.1065T, Development Stimulus and Fee Reform

Program Administration , 5.1% l 8.6% I

(if) Applicants that are subject to the downtown parks fee, Section 139, can reduce their contribution to the Market aud Octavia Community
Improvements Fund by one dollar for every dollar that they contribute to the downtown parks fund, the total fee waiver or reduction granted through this
clause shall not exceed 8.2 percent of calculated contribution for residential development or 13.8 percent for commercial development.

SEC. 421.5 #16:6. MARKET AND OCTAVIA COMMUNITY BARROMEMEMNES INFRASTRUCTURE FUND.

{a} There is hereby established a separate fund set aside for a special purpose entitled the Market and Octavia
Community Impseversents Infrastructure Fund ("Fund®). All monies collected by DBI #he-Freasurer pursuant to Section

' 421.30b) 326-3(5} shall be deposited in a special fund maintained by the Controller. The receipts in t%le Fund to be used
solely to fund community improvements subject to the conditions of this Section.

{b) The Fund shall be administered by the Board of Supervisors.

(1) All monies deposited in the Fund shall be used to design, engineer, acquire, and develop and improve
neighborhood open spaces, pedestrian and streetscape improvements, commmunity facilities, childcare facilities, and other
improvements that result in new publicly-accessible facilities and related resources within the Market and Octavia Plan Area
or within 250 feet of the Plan Area. Funds may be used for childeare facilities that are not publicty owned or "publicly-
accessible". Funds generated for 'library resources' should be used for materials at the Main Library, the Eureka Valley
Library, or other library facilities that directly service Market and Octavia Residents. Funds may be vsed for additional
studies and fund administration as detailed in the Market and QOctavia Community ksprevements Infrastructure Program
Document. These improvements shali be consistent with the Market and Octavia Civic Streets and Open Space System as
described in Map 4 of the Market and Octavia Area Plan of the General Plan, and any Market and Octavia Improvements
Plan. Monies from the Fund may be used by the Planning Commission to cormission economic analyses for the purpose of
revising the fee pursuant to Section 421, 3(c) 326-3{d)} above, to complete an updated nexus study to demonstrate the
relationship between development and the need for public facilities if this is deemed necessary. '

{2) No portion of the Fund may be used, by way of loan or otherwise, to pay any administrative, general overhead,
or similar expense of any public entity, except for the purposes of administering this fund. Administration of this fund
includes time and materials associated with reporting requirements, facilitating the Market and Octavia Citizens Advisory
Committee meetings, and maintenance of the fund. Total expenses associated with administration of the fund shall not
exceed the proportion calculated in Table 2 2 (above). All interest earned on this account shall be credited to the Market and
Octavia Community & s Infrastructure Fund.

(c) With full participation by the Planning Department and related implementing agencies the Controller’s Office shali file an annual report
with the Board of Supervisors beginning 180 days after the last day of the fiscal year of the effective date of Sgction 421.1 et seq, this-ordinanes, whick
shall include the following elements: (1) a description of the type of fee in each account or fiund; (2) Amount of the fee; (3) Beginning and ending balance
of the accounts or finds including any bond fonds heid by an outside trustee; (4} Amount of fees collected and interest earned; (5) Identification of each
public improvement on which fees or bond funds were expended and amount of each expenditure; {6) An ideatification of the approximate date by which
the construction of public improvements will commence; (7) A description of any inter-fund transfer or loan and the public improvement on which the
transferred funds will be expended; and (8) Amount of refunds made and any aliocations of unexpended fees that are not refunded.

(d} A public hearing shall be heid by be#h the Recreation and Parks Commissions to eficit public comment on proposals for the acquisition of
property using monies in the Fund in the Fund or through agreements for In-Kind or Community Facilities (Mello-Roos) District that will ultimately be
maintained by the Department of Recreation and Parks. Notice of public hearings shall be published in an official newspaper at least 20 days prior to the
date of the hearing, which notice shall set forth the time, place, and purpose of the hearing. The Parks Commissions may, vote to recommend to the Board
of Supervisors that it appropriate money from the Fund for acquisition of property for ;)ari( use and for development of property acquired for park use.

{(e) The Planning Cornmission shall work with other City agencies and commissions, specifically the Department of Recreation and Parks,
DPW Bepartment-of Publie-Works, and the Metropolitan Transportation Agency, to develop agreements related to the administration of the improvements
to existing and development of new public facilities within public rights-of-way or on any acquired property designed for park use, using such monies as
have been allocated for that purpose at a hearing of the Board of Supervisors.

(fy The Director of Planning shali have the anthority to prescribe rules and regulations goveming the Fund, which are consistent with this
ordinance. The Director efPanming shall make recommendations to the Board regarding allocation of funds.

S[‘.C 422.2 3-34»»2 DEFINITIONS (a} éﬁﬁddfﬁ@ﬂ%& See the def‘ mttons set forth in Section 401 of zh:s Amcle

SAN FRANCISCO
PLANMING DEPASTTWIENT 1 6
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SEC 422 3 3—3—1-3 A?PLICATION OF COMWNITYIMPROVEMENT IWACTFEE
{2} Agghcatzon. P@e%ea%%&%%&%w%memmﬁmmmmwm

(b} Amount of Fee.

SAN FRANCISCO ’
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) Residential Uses: $8 60 per net addition of gross square feet which results in an additional restdentiol unit or contributes to.a 20
percent increase of residential floor area of the time that Section 422,1 et seq. was adopted in any development project with a residentiol use located within
the Program Area. and
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L)_{;f} Optmn for In- Kznd Prows:on of Commumty Improvemcnfs and Fee Credlts Publis-Benefits. The Plawring Cornmission may reduce the
. Balboa Park Community fmprovements Impact Fee pwed deseribed above for specific development projects propesals in cases where the Plarming-Director
has recommended goproval WWMWW and the pro;cct sponsor has nnr.ert:d into an In-Kind [mproyements Agreement with the
City. In-kind improvements may be geeepted if they are reeowsn . s-frave-heer prioritized in the Plan, where-they meet o
identified community needs as analyzed in the Balboa Park Commumty Improvements ngram and serve gy g where-they substitute for improvements
funded o-be-provided by impact fee revenue such as street improvements, ftansit improvements, and community facilities. Open space or streefscape
improvements propased 1o satisfy the usable open spoce requiremenis of Section 133 are not e!rgzé!e as in-kind rmgrovemems No proposat for In-kind
improvements shall be accepted gt does not conform iFiHssoi-recon dodl-by-the-Rlanning-Lirestor-aecording 10 the criteria above. Project sponsors
that pursue ax In-kind ffmprovemenr.f 4 greements with the City will be charged billed time and materials for any additional adeinistrative costs that the
Department gr any other City agency incurs in processing the request,
(1) The Balboq Park Conmunity Impact Fee may be reduced by the total doller value of the commumgg lmpmvements provided through the an
In-kind imgmvemems adgreement recommended by the Director and approved by the Commission
. For the purposes of calculating the total value, the project sponsor shall prov:dc the Llarwning Department with a cost estimate
for the proposed in-kind improvement(s) from two independent sources or, if relevant, real estate appra:st:rs If the City has completed & detailed site-
specific cost estimate for a planned improvement this may serve as one of the cost estimates provided it is indexed to current cost of construction. Based on

these estimates, the Rlawsing Director shall determine sheis the appropriate value of the in-kind improvements and the Pianmng Commlssson shall way

reduce the Balbca Park Commumg ngrovements impact Fee otherwne dlte byan egual amoun - :.’.,_. -prefect i eperHonaiy Qpewﬂpaeﬁeﬁ
kmd—mqmwem—No credlt Mmmww sha[l be made for tand valuc un]ess ownership of the land is transferred to the City or a

permanent peblic easement is granted, the acceptance of which is at the sole discretion of the City.

(2) Fhe All In-Kind Improvements adgreements shall require mandate-seovenantef the project sponsor to rebmburse all City agencies for their
administrative and staff costs in negotiating, drafting, and monitoring comphance with the In-Kind [mprovements edgreement. The City also shalt require
the project sponsor to provide a letter of credit or other instrament, acceptabie in form and substance to the Plaswisg-Department and the City Attorney, to
secure the City's right to receive improvements as described above.
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& The De,grmmem or Cammz-;s:on shall impose a condmon on ;he aggroval or agp_hcanon for a development project subfect 10 Section 422.1
et seq. The project sponsor.sholl supply qll information to the Department or the Commission necessary to make a deterinination as to the applicability of
Secrion 422, [ et seq. and imposition of the requirements.
o i) Timing and Pavment of Fee. The fee required by this Section is due and payable to the Development Fee Collection Unit at DBI
prior to issuance of the fivst construction document for the development project deferred o prior 1o issuance of the first certificate of occupancy pursuant
(o Section 1074,13.3. 1 ofthe Son Francisco Building Code,

SEC. 423, 327 BASTERN NEIGHBORHOODS INFRASTRUCTURE IMPACT FEES AND PUBLIC
BENEFITS FUND. '

Sections 423.1 3271 through fo 423.5 3276 set forth the requirements and procedures for the Eastern

Neighborhoods Infrastructure Impact Fee and Public Benefits Fund.

SEC 423.2. 2 é’r.-?lz?— DEFINITIONS @%&ddb&a{e—é@,ﬂee the def mtzons sel forth in Sect:on 401 of this Article,

SAN FRANCISCO :
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(14) "Tier 1." Sztes whzch do not receive zoning changes that increase heights, as compared to allowable height
prior 1o the rezoning (May 2008). all 100% affordable housing projects. and all housing projects within the Urban Mixed
Lse (UMU) district. :

(15} "Tier 2." Sites which receive zoning changes that increase heights by one to two stories.

(16} " Tier 3." Sites which receive zoning chanzes that increase heights by three or more stories and in the Mixed
Use Residential District.

SEC. 423.3, 3233 APPLICATION OF EAST ERN NEIGHBORHOODS INFRASTRUCTURE IMPACT FEE.
(a) Agghc:ahon Section 423.1 et seq. shall apply to any development proiect located in the Eastern Nezghborhaods Public Benefits Program

Area, which Preject-Avea—The-BastornNeighborhoods-Public-Bensfte-Pundis-heroby-esiablishoa-t shallbe tecinpart throughdisirict-speeifie

d includes properties 1dcnt:ﬁcd as part of the Eastern Neighborhoods Plan Areas in

Map i {Land Use le) of thc San Franclsco General P!an
(1) Amount of Fee,

) Residential Uses. The Fees sat forth in Table 423.3 helow shall be charged on net additions of gross square feet which result in a net
new residential unit, contribute 1o a 20 percent increase of non-residential space in an existing structure, or create non-residential space in a new structure.
Fees-shatl-bo-cssessed-onvesidontialuse-and

2) Non-Residential Uses. The fees sei forth in Table 423.3 below shail be charged on non-residential use within each use category of
Cultural/Institution/Education; Management, Tnformation & Professienal Sevvice; Medical & Health Service; Retail/Entertainment; and Visitor Services;
with no substitutions across uses. Fees shall not be required for uses contained in Sections 220, 222, 223, 224, 225, and 226 of she-Flawing this Code.

{30 Mived Use Projects. Fees shall be assessed on mixed use projects according to the gross square feet of each residential and non-
residentiol use in the project.

Bas 3R addly o dlwat. ol | sedosstio ] A, 7 ™ jedeadial o . el
- -G P OO f 1 PG

TABLE 423.3 3273
FEE SCHEDULE FOR EASTERN NEIGHBORHOODS PLAN AREAS

Tier Residential Non-residential*
1 : 38/gst ‘ $6/gst
2 $12/gsF B $i0/gst
SAN FRAKCISCO ] '
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3 | gt ] S ]

ﬁ_)_69 Option for In-Kind Provision of Public Benefits and Fee Credits. The Rlamsing Commission may reduce the Eastern Neighborhoods
Impact Fee pwed deseribed-in-hl-above for specific development projects prepesels in cases where the Alamwing Director sigs recommendeds approvel
snehan-fn-tindprovidion: and the project sponsor has entered into an In-Kind Jmprovements Agreement with thc City. In-kind improvements may beg
accepted if they are onbrbevecommendad-wheresaid-improvementsheve-been prioritized in the pPlan, where-they meet an identified community needs as

‘analyzed in the Eastern Neighborhoods Needs Assessment, and gerve gs g where-hey substitute for improvements fimded beprovided by jmpact fee
revenue such as public open spaces and recreational facilities, transpertation and transit service, streetscapes or the public realm, and community facility
space. (pen space or sireefscape improvements proposed to sotisfy the usable open space requirements of Section 135 are not e!zgrb[e as in-kind
Improvements. No propesal for In-kind improvements shall be accepted that does not conform ifit-dsnot-reconmended-by-the-Rlasning-Diroctor-aeeording
to the criteria above. Project spensors that pursue end/n-kind fmprovement dgreements with the City weiver will be charged areresponsible time and
materials for any efiadditional administrative costs that the Department or any other City agency incurs in processing the request.

(1) The Eastern Neighborhoods [nfrasiructure Impact Fee may be reduced by the total dollar value of the
commuynity improvements provided through the a#m In-kind Imgrovemen! &A reement recommended by the Dzreczor and
approved by the Commission shall-be-e . L For
the purposes of calculating the total value, the proj ect SpORSOr shall prov1de the P@Wg Depaﬁment with a cost estimate
for the proposed in-kind Public Benefits from two independent sources or, if relevant, real estate appraisers. If the City has |
completed a detailed site-specific cost estimate for a planned improvement this may serve as one of the cost estimates
provided it is indexed to current cost of construction. Based on these estimates, the Rlewsning Director shall determine #hei
the appropriate value of the in-kind improvemenis and the F—leﬂmﬂg Comm1351on may reduce the Eastern Nelghborhoeds
Impact Fee otherwise due bv an eqzral amount 4 :

No cred;t Wﬁﬁﬂm—eeﬁmémfw shall be made for iand value unless
ownership of the land is transfested to the City or a permanent public easement is granted, the acceptance of which is at the
sole discretion of the City.

(2) Fhe Al In-Kind Improvements edgreements shall reguire efse-mandate-s-epverant-of the project sponsor to reimburse all city agencies for
their administrative and staff costs in negotiating, drafting, and monitoring compliance with the In-ilind Jmprovements edgreement. The City also shall
require the project sponsor o provide a letter of credit or other instrument, acceptable in form and substance to the Planning Department and the City
Attorney, to secure the City's right to receive improvements as described above

{d) = Waiver or Reduction of fees. The provisions for @ ¥ ction-Ba
waiver or reduction of fees are set forth in Section 406 of this Article. In addmon o :hose provisions

M&%Ww@mwmmommﬁw%%ﬁwmwmmm

W@p@ﬁ'ﬁ@%@eﬁkﬁ#—ﬂﬂ«s&d@%ﬁe
WWW@WWM&M%WW%WWP%kM&#W%WWM%H&H%

@—%HMWMMMWHMI MW{JW&WMG&W&WWW&WWIM&#ME

SAN FRANCISCO
PLANMING PEPARTIVENT 21



Exhibit B: Technical i\iiz...u:ficationsl Definition Consolidation

CASE NO. 2009.10657, Development Stimulus and Fee Reform

i —Apref B b i o s 2 5
i 43, il el Ak e B e fT B0 d-Bapitedin S0t il welittonal-spsa-perntit-ar-ginilar-di ¢ 2 Lo tho somma
OGS OFCRONAIT - QP PEOVYR- IG5 VORI OG- DHH G IR POrH; RO HE G- PEFHIH-B GHEBFHORGIY-APPrOvER-For-H1 f

eapapbeoliall b fad. Aot Ao, £ nayeraiy Lalroseapaid £ Cnniimey JF ok tlyn 2] £ Ot suish 1 4o tho faataoaat
preperiy-shan-oe-graied-a TR PRI G- FEFO R SIREIHS-Of DL EH G-I B the LA GRIHNETEdie- Y- Fo-HE-Suare-foMtageof

LR T ha L ehhall ot drgpdiactioeg fao s I 4,3 I Lol e oo adios Blaofonedaoiaivers—taiadan-thi

R CH-shatt-hod- AHPHEH NS OR-HEW-GEVEoP toht-EeRerat- profect-a L - -BHEF G- 0T Jee- WwlverT HHESI-LHES

Z, i pagadeei B bl 1, 2ty £ 1o peprita B it pogeidiean dipcatd, £l fiagy foeas gop £ ifas faady Sy pendaspate TH

SR Ha-LORBHORHGH-F0-ONO RSO0 PROEFARIOUNT-FES e HG-ED WG ERRFEES FOr-a- PO Cubar-type-gy RSN O e HEFEFO

sed-thei-infrashuctre-bper

hatia i il

.1 2 i Facacdieds )
A 75 APEEHRER O HP HIE-FOROG €G- WAYErF-674F

SAN FRANGISCO
PLANMMNING DESARTMENT

22



SAN FRANCISCO
PLANNING DEPARTM

Planning Commission Resolution No. 18017 5o~

HEARING DATE: JANUARY 21, 2010 San Francisco, -
_ CA 94103-2479

Reception:
'Project Name: Development Stimulus and Fee Reform 415.558.6378
Fax:
Case Number: 2009.1065T {Board File No. 091252/BF Affordable Housing Transfer Feed15.558.6400
Resiriction Alternative for Inclusionary & jobs Housing Linkage Planning
Programs ] © information:
Initiated by: Mayor Newsom / Introduced Novembex 3, 2009 415.558.8377
Staff Contact: AnMarie Rodgers, Manager Legislative Affairs
anmarie rodgers@sfgov.org, 415-558-6395
Reviewed By: Lawrence Badiner, Assistant Director and

Alicia Johr-Bapiiste, Assistant Director
90-day Deadline: February 3, 2010

Recommendation: Approval with Modifications

RECOMMENDING THAT THE BOARD OF SUPERVISORS ADOPT WITH MODIFICATIONS
THREE PROPOSED ORDINANCES INTRODUCED BY MAYOR NEWSOM THAT COMPRISE A
LEGISLATIVE PACKAGE INTENDED TO STIMULATE DEVELOPMENT AND CONSTRUCTION
IN SAN FRANCISCO. THE PROPOSED PACKAGE SEEKS TO CREATE OPPORTUNITIES TO LINK

- PAYMENT OF PERMITTING FEES TO FIRST CONSTRUCTION PERMIT, WHEN LOANS ARE
MORE READILY AVAILABLE FOR CONTRACTORS, WHILE PROTECTING THE CITY'S
REVENUE STREAM OF DEVELOPMENT IMPACT AND PROCESSING FEES.

PREAMBLE

Whereas, on October 27, 2009 and November 3, 2009, Mayor Newsom introduced three proposed
Ordinance under Board of Supervisors (hereinafter “Board”) File Numbers 09-1275 Development Impact
and In-Lieu Fees, 09-1251 Development Fee Collection Procedure; Administrative Fee, and 09-1252
Affordable Housing Transfer Fee Restriction Alternative for Inclusionary and Jobs Housing Linkage
Programs.

Whereas, on December 15, 2009 revised ordinances were introduced for the Development Fee Collection

Procedure; Administrative Fee and the Development Impact and In-Lieu Fees Ordinances [Board File
No.s 09-1251-2 and 09-1275-2].

www sfoplanning.org



Resolution No. 18017 | CASE NO. 2009.1065T

DEVELOPMENT STIMULUS FEE PACKAGE
~ Board File No. 09-1252

Whereas, respectively, these proposed Ordinances would

1

BF 091275-2 Development Impact and In-Lieu Fees would create a new Article Four in the
Planning Code to consolidate fee and in-lieu controls in one article; add Section 402 to provide
that all impact fees and -in-lieu fees will be collected by DBI prior to issuance of the first
construction permit, with the option to defer paymient to prior to issuance of the first certificate of
occupancy in exchange for a deferral surcharge; provide that physical improvements would be
confirmed by the regulating department prior to first certificate of occupancy; and where
possible, create standard definitions, procedures, appeals, and reporting standaxds while deleting
duplicative language. ' o

The following fees would be placed in the new Article Four:

Downtown Park Special Fund {Section 139);

b. Van Ness and Market Downtown Residential Special Use District (Section 249.33);

¢ Housing Requirements for Large-Scale Development Projects, Jobs-FHousing Linkage Program (Sections 313~
313.15)%

d. Chiid-Care Requirements for Office and Hotel Developments (Sections 314-314.8);

e. Inclusionary Affordable Housing Program (Sections 315-315.9); -

f.  Residential Community Improvements Fund and the SoMa Community Stabilization Fund {Section 318-318.9);

g. Housing Requirements for Residential Development Projects in the UMU Zoning Districts of the Eastern
Neighborhoods and the Land Dedication Alternative in the Mission NCT District (Section 319-519.7);

h.  Market and Octavﬁa Community Improvements Fund {Sections 326-326.8);

i.  Eastern Neighborhoods Public Benefit Fund {Section 327-327.6),;

i Balboa Park Comnmunity Improvement Fund (Sections 331-331.6);

k. Visitacion Valley Corsmunity Facilities and Infrastructure Fee (Sections 420 ~ 420.5.) and

1. Transit Impact Development Fee (Chapter 36 of the Administrative Code).

BF 091251-2 Development Fee Collection Procedure; Administrative Fee would amend the
Building Code to establish a procedure for the Department of Building Inspection (DBI) to collect
all development impact fees. The proposed Ordinance would ensure that fees are paid prior to
the issuance of the first construction permit or allow the project sponsor to defer payment until
issuance of first certificate of occupancy in exchange for paying a fee deferral surcharge. These fee
procedures would be implemented by a new “Fee Collection Unit” within DBI that would ensure
fee payment prior to issuance periods; would require a Project Development Fee Report prior to
issuance of building or site permits; and would provide an appeal opportunity to the Board of
Appeals.

BF 091252 Affordable Housing Transfer Fee Restriction Alternative for Inclusionary and Jobs
Housing Linkage Programs would amend Sections 313.4 and 315.5 and add 313.16 to add an
alternative for both the Jobs Housing Linkage Program and the Residential Inclusionary
Affordable Housing Program. The new option would allow a project sponsor to defer 33% of its
obligation under either program in exchange for recording an Affordable Housing Transfer Fee

SAN FRANCISCO 2
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Restriction on the property. This fee restriction would require 1% of the value of the property at
every future sale to be paid to the Citywide Affordable Housing Fund.

Whereas, In March, 2008, San Francisco published its Citywide Development Impact Fee Study
Consolidated Report. The purpose of the Study was to evaluate the overall state, effectiveness, and
consistency of the City's impact fee collection process and to identify improvements, Among other
things, the Study cited the City’s decentralized process as a problem. Centralizing the collection of
development impact and in-lieu fees within the Department of Building Inspection and providing for an
auditing and dispute-resolution function within DBI will further the City’s goals of streamlining the
process, ensuring that fees are accurately assessed and collected in a timely manner, informing the public
of the fees assessed and collected, and implementing some suggestions in the Consolidated Report.

Whereas, the current economic climate has dramatically slowed the development of new commercial and
residential projects in California, including in the City and County of San Francisco. In the construction
sector, working hours among the trades have declined between 30% and 40% from a year ago.

Whereas, The Controller's Office has verified that the amount of the reduction in obligations under Jobs-
Housing Linkage Program and the Residential Inclusionary Affordable Housing Program and the
expected value of the Affordable Housing Transfer Fee are substantially equivalent. The Controller's
Office derived the 33% reduction in obligations under the two ordinances by discounting a reasonably
conservative estimate of average citywide sales prices, property turnover rates and appreciation rates for
the three major types of land use subject to affordable housing fees and exactions in San Francisco: (1)
for-sale residential; (2) rental residential; and (3) commercial office.

Whereas, on January 21, 2010, the San Francisco Planning Commission (hereinafter “Commission”)
conducted duly noticed public hearings at a regularly scheduled meeting to consider the proposed
Ordinance;

Whereas, at that hearing the Commission requested to hear and vote on two of the Ordinances first [BF
091275/BF (091275-2 Development Impact and In-Lieu Fees & BF 091251/BF 091251-2 Development Fee
Collection Procedure; Administrative Fee] and then consider and vote on the third Ordinance [BF
091252/BF  Affordable Housing Transfer. Fee Restriction Alternative for Inclusionary and Jobs Housing
Linkage Programs]. ‘

Whereas, this resolution pertains solely to [BF 091252/BF  Affordable Housing Transfer Fee Restriction
Alternative for Inclusionary and Jobs Housing Linkage Programs] and Resolution Number 18015 pertains
to [BF 091275/BF 091275-2 Development Impact and In-Lieu Fees & BF 091251/BF 091251-2 Development
Fee Collection Procedure; Administrative Fee].

‘Whereas, the proposed Ordinances have been determined to be categorically exempt from environmental
review under the California Environmental Quality Act Sections 15060(c)(2} and 15273; and

SAN FRANCISCD 3
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Whereas, the Commission has heard and considered the testimony presented to it at the public hearing
and has further considered written materials and oral testimony presented on behalf of City department,
and other interested parties; and

Whereas, the all pertinent documents may be found in the files of the Department, as the custodian of
records, at 1650 Mission Street, Suite 400, San Francisco; and

Whereas, the Commnission has reviewed the proposed Ordinances; and

MOVED, that the Commission hereby recommends that the Board of Supervisors recommends approval
with modifications of the proposed Ordinances and adopts the attached Draft Resolution to that effect.

FINDINGS

Having reviewed the materials identified in the preamble above, and having heard all testimony and
arguments, this Commission finds, concludes, and determines as follows: ‘

1. The proposal for fee deferrals has been reviewed by the MOH and the Controller. The proposal has
been endorsed by MOH and the Controller’s Office has provided data projecting that overall revenue
for affordable housing will not be lost.

2. General Plan Compliance. The proposed Ordinance is consistent with the following Objectives and
Policies of the General Plan:

Commerce & Industry Element POLICY 1.1:
Encourage development which provides substantial net benefits and minimizes undesirable

consequences. Discourage development which has substantial undesirable consequences that
cannot be mitigated. '

Commerce & Industry Element OBJECTIVE 2:
Maintain and enhance a sound and diverse economic base and fiscal structure for the city.

Commerce & Industry Element POLICY 2.1
Seek to retain existing commercial and industrial activity and to attract new such activity to the

city.

Recreation and Open Space Element Introductory Text
Maintaining the City's existing open space system is a continuing challenge. Maintenance

continues to be a problem due to rising costs and limitations on staffing and equipment. In
addition, many of the parks are old and both park landscapes and recreation structures are in
need of repair or renovation. Heavily used parks and recreation facilities require additional
maintenance. However, the number of recreation facilities has increased and their use intensified,
often without a corresponding increase in the budget necessary to maintain facilities and offer the
desired recreation programs.

SAN FRANCISCO 4
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Recreation and Open Space Element POLICY 2.1
Provide an adequate total quantity and equitable distribution of public open spaces throughout

the City.

Recreation and Open Space Element POLICY 2.7

Acquire additional open space for public use.

Recreation and Qpen Space Element POLICY 4.4

Acquire and develop new public open space in existing residential neighborhoods, giving
priority to areas which are most deficient in open space.

Communlty Fac:lltzes Element Ob}ectwe 3
ASSURE THAT NEIGHBORHOOD RESIDENTS HAVE ACCESS TO NEEDED SERVICES AND

" A FOCUS FOR NEIGHBORHOOD ACTIVITIES.

Community Facilities Element Policy 3.1
Provide neighborhood centers in areas lacking adequate community facilities.

Community Facilities Element Policy 3.4
Locate neighborhood centers so they are easily accessible and near the natural center of activity.

Community Facilities Element Policy 3.6

Base priority for the development of neighborhood centers on relative need.

Community Facilities Element Objective 8
ASSURE THAT PUBLIC SCHOOL FACILITIES ARE DISTRIBUTED AND LOCATED IN A
MANNER THAT WILL ENHANCE THEIR EFFICIENT AND EFFECTIVE USE. .

Transportation Element POLICY 1.3:

Involve citizens in planning and developing transportation facilities and services, and in further
defining objectives and policies as they relate to district plans and specific projects.

Air Quality Element POLICY 3.1

Take advantage of the high density development in San Francisco to improve the transit
infrastructure and also encourage high density and compact development where an extensive
transportation infrastructure exists.

Alr Quality Element POLICY 3.4
Continue past efforts and existing policies to promote new residential development in and close

to the downtown area and other centers of employment, to reduce the number of auto commute
trips to the city and to improve the housing/job balance within the city.
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Air Quality Flement POLICY 3.6

Link land use decision méking policies to the availability of transit and consider the impacts of
these policies on the local and regional transportation system.

Urban Design Element POLICY 3.9
Encourage a continuing awareness of the long-term effects of growth upon the physical form of

the city.

3. The Commission is recommending the following modifications to the proposed Ordinances:

1. Clarify that this new ability to defer fees is offered only to those projects that have not yet
paid development impact fees. Since the adoption of the Area Plans, City agencies have been
working to plan and build infrastructure for new development. Collected impact fees have been
programmed and are needed to complete planned infrastructure. The administrative burden of
providing fee refunds to then allow fee deferrals is disproportionate to the relative benefit to the
projects that fall within in this category. Further, DBI has advised that offering refunds would be
administratively infeasible.

2. Tighten the procedures around the “Affordable Housing Transfer Fee Restriction”. The
' proposed Ordinance should be amended to require the Fee Unit in DBI to be presented with the
required NSR at a specific points such as “First Construction Permit”. In addition MOH and the
Fee Collection Unit in DBI should be required to (instead of authorized to) record separate NSRs
on subsequent subdivisions of the property.

3. Remove the option to pre-pay the “present value” of the restriction. The current draft of the
proposed legislation allows property owners to pre-pay the “present value” of the restriction at
any time to remove the NSR, although the “present value of the restriction” is not reduced
through previous transfer payments, However, based on feedback received from a variety of
stakeholders, the Mayor's Office, OEWD and MOH have all agreed that this provision will be
eliminated in subsequent amendments.

4. Include a legislative end-date for fee deferrals. As this legislative package is intended to counter
the difficult economic times, an end-date should be added where the City would no longer allow
the deferral of fees. In lieu of pre-determining the date, the legislation should be amended to
expire under one of the following markers 1) once a certain number of residential units and/or
square foot of commercial development has been built; 2) the Controller has determined that a
standard economic indicator has been reached; or alternatively, 3) the legislation could require
review of the deferral programs at regular intervals before both the Planning Commission and
the Land Use Committee of the Board of Supervisors.
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PLAMNING DEPARTMENT



Resolution No. 18017 CASE NO. 2009.1065T

DEVELOPMENT STIMULUS FEE PACKAGE
Beard File No. 09-1252

4. 'The proposed replacement project is consistent with the eight General Plan priority policies set forth
in Section 101.1 in that:

A)

B)

)

D)

E)

G)

SAN FRANCISCO

PLANNING DEPARTMENT

The existing neighborhood-serving retail uses will be preserved and enhanced and future

opportunities for resident employment In and ownership of such businesses will be
enhanced:

The proposed Ordinance would allow additional neighborhood serving retail and personal services.

The existing housing and neighborhood character will be conserved and protected in
order to preserve the cultural and economic diversity of our neighborhoods:

The proposed Ordinance would not affect existing residential character or diversity of our

-neighborhoods.

The City’s supply of affordable housing will be preserved and enhanced:

According to the Mayor’s Office of Housing, "After numerous discussions with interested parties
and analysis of applicable data, the Mayor’s Office of Housing believes this proposal provides an
excellent opportumity in the midst of the current ecomomic climate; accelerating quality
development and its associated revenues while creating a lasting impact on San Francisco’s
chronic affordable housing crisis.”

The commuter fraffic will not impede MUNI transit service or overburden our streets or
neighborhood parking:

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

A diverse economic base will be maintained by protecting our indusirial and service
sectors from displacement due to commercial office development. And future

opportunities for resident employment and ownership in these sectors will be enhanced:

The proposed Ordinance would not adversely affect the industrial or service sectors or future

opportunities for resident employment or ownership in these sectors.

The City will achieve the greatest possible preparedness to protect against injury and loss
of life in an earthquake.

Preparedness against injury and loss of life in an earthquake would not be impeded by the
proposed Ovrdinance,

That landmark and historic buildings will be preserved:



Resolution No. 18017 ' GASE NO. 2009.10657
DEVELOPMENT STIMULUS FEE PACKAGE
Board File No. 09-1252

Landmarks and historic buildings would be unaffected by the proposed amendments.

H) Parks and open space and their access to sunlight and vistas will be protected from
development:

The City’s existing parks and open space and their access to sunlight and vistas would not be
affected by the proposed Ordinance.

1 hereby certify that the Planning Commission ADOPTED the foregoing Resolution on January 21, 2010.

z
‘,/ / g
= . /ﬂw;:%

Linda Avery
Comimission Secretary

AYES: Antonini, Borden, Lee, Moore, Sugaya, and Miguel
NAYS: Olague
ABSENT:

ADOPTED: January 21, 2010
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Executive Summary St
Planning Code Text Change PN
HEARING DATE: JANUARY 14, 2010 .
Reception:
415.558.6378
Profect Name: BPrevelopment Stimulus and Fee Reform P
415.558.5408
Case Number: 2009.1065T [Board File No.s 09-1251, 09-1252, and 09-1275] —
Initigted by: Mayor Newsom / Introduced October 27 and November 3, 2009 infarmation:
Revised Qrdinances [Board File No.s 08-1251-2 and 09-1275-2] 415.558.65377
Inroduced December 15, 2009
Staff Contact: ‘AnMarie Rodgers, Manager Legislative Affairs
anmarie.rodgers@sfgov.org, 415-558-6395
Reuvtewed By: Lawrence Badiner, Assistant Director and

Alicia John-Baptiste, Assistant Director
90-day Deadline: January 27 and February 3, 2010

Recommendation: Approval with Modifications

CODE AMENDMENTS

The three proposed Ordinances introduced by Mayor Newsom comprise a legislative package intended
to stimulate development and construction in San Francisco. The proposed package seeks to create
opportunities to link payment of development impact fees to first construction permit, when loans are
more readily available for contractors, while protecting the City’s revenue stream of development impact
and processing fees.

In brief the three Ordinances would:

1. BF 091275/BF 091275-2 Development Impact and In-Lieu Fees would create a new Article Four
in the Planning Code to consolidate fee and in-liew controls in one article; add Section 402 to
provide that all impact fees and in-lieu fees will be collected by DBI prior to issuance of the first
construction permit, with the option to defer payment to prior to issuance of the first certificate of
occupancy in exchange for a deferral surcharge; provide that physical improvements would be
confirmed by the regulating department prior to first certificate of occupancy; and where
possible, create standard definitions, procedures, appeals, and reporting standards while
&eleﬁng duplicative language.

The following fees would be placed in the new Article Four:

» Downtown Park Special Fund {Section 139);
« Van Ness and Market Downtown Residential Special Use District (Section 249.33);

www sfplanning.org
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« Housing Requirements for Large-Scale Development Projects, Jobs-Housing Linkage Program (Sections 313-313.15)

« Child-Care Requirements for Office and Hotel Developmends (Sections 314-314.8);

» Inclusionary Affordable Housing Program (Sections 315-315.9);

« Downtown Residential Community Improvements Fund and the SoMa Community Stabilization Fund (Section 318-
318.9);

+ Housing Requirements for Residential Development Projects in the UMU Zoning Districts of the Eastern
Neighborhoods and the Land Dedication Alternative in the Mission NCT District (Section 319-319.7);

« Market and Qctavia Community Improvements Fund (Sections 326-326.8);

« Bagtern Neighborhoods Public Benefit Fund (Section 327-327.6),;

» Balboa Park Community Improvement Fund (Sections 331-331.6);

« Visitacion Valley Community Facilities and Infrastructure Fee (Sections 420 - 420.5) and

» Transit Impact Development Fee (Sections 331-311.6 and Chapter 36 of the Administrative Code).

2. BF 091251/BF 0912512 Development Fee Collection Procedure; Administrative Fee would
amend the Building Code to establish a procedure for the Department of Building Inspection
(DBI) to collect all development impact fees. The proposed Ordinance would ensure that fees are
paid prior to the issuance of the first construction permit or allow the project sponsor to defer
payment until issuance of first certificate of occupancy in exchange for paying a fee deferral
surcharge. These fee procedures would be implemented by a new “Fee Collection Unit” within
DBI that would ensure fee payment prior to issuance periods; would require a Project
Development Fee Report prior to issuance of building or site permits; and would provide an
appeal opportunity to the Board of Appeals.

3. BF 091252/BF Affordable Housing Transfer Fee Restriction Alternative for Inclusionary and
Jobs Housing Linkage Programs would amend Sections 3134 and 315.5 and add 313.16 to add
an alternative for both the Jobs Housing Linkage Program and the Residential Inclusionary
Affordable Housing Program. The new option would allow a project sponsor to receive a
“discount” of up to 33% of its obligation under either program in exchange for recording an
Affordable Housing Transfer Fee Restriction on the property. This fee restriction would'require
1% of the value of the property at every future sale to be paid to the Citywide Affordable
Housing Fund.

The Way it Is Now: Fee Collection

There are several development impact fees codified in the Planning Code and admmistered by various
entities including the Plarnining Department, the Recreation and Parks Department, the Mayor’s Office of
Housing, the Department of Children, Youth, and their Families, the Office of Economic and Workforce
Development, the Board of Supervisors and the Planning Commission. In addition to the Planning Code,
the Administrative Code and the State Educational Code also assess development impact fees that are
controlled by the San Francisco Public Utilities Commission, the San Francisco Municipal Transportation
Agency, and the San Francisco Unified School District. See Exhibit A: Chart of Development Impact Fees
for more information on existing fees. Fees are typically collected at one of two points: ejther at Site
Permit, or later at the Certificate of Occupancy. While the collection burden is currently shared by a host
of agencies, including the Planning Department, DBI is responsible for issuing both the site permit and

SAM FRANCISCH 2
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certificate of occupancy permit. The reliance on multiple agencies for fee assessment and collection
results in a sometimes complicated and often confusing process for project sponsors and staff.

The Way It Would Be: Fee Collection

Two of the proposed Ordinances [BF 091275 /BF 091275-2 Development Impact and In-Lieu Fees and BF
091251/ BF 091251-2 Development Fee Collection Procedure; Administrative Fee] make significant
changes in the fee collection policy and procedures. The first Ordinance [BF 091275, Planning Code
Amendment] would create a fee deferral mechanism while streamlining and consolidating the Planning
Code fee requirements in one location, Article Four of the Planming Code. The second Ordinance [BF
091251, Building Code Amendment] would expand DBI's role; placing DBI in the fee collection process
with responsibility for fee notification, reporting, collection, and tracking through a standardized
process. The assessed fee amounts would be subject fo appeal before the Board of Appeals. Together,
the two Ordinances propose a uniform process that would help both project sponsors and the public
understand the impact fees associated with each development. For the first time, the “gate-keeping”
agency charged with issuing the permit would also be made responsible for fee collection. The new
option to defer fee payment would be coupled with a “fee deferral surcharge” intended to preserve the
City’s revenue stream. This surcharge would be assessed at a “blended” rate of return that would
combine rates reflecting what the City would have earned had it invested the monies and the increase to
 the cost of construction anticipated for building the infrastructure?,

The new fee assessment and collection process would be organized around the following four steps:

1. Application Submittal—The first step is the submission of Site or Building Permit applications
by the project sponsor.  After submittal, each fee assessing agency, for example Planning, MTA,
the School District etc. would send an initial development impact requirement/fee estimate to the
Fee Collection Unit in DBL. These development impact requirements/fees would be compiled in
an easy to read list called a “Project Development Pee Report” that would be available to any
member of the public upon request. The Project Development Fee Report would list the amount
of each development impact requirernent/fee, the legal authorization for the development impact
requirement/fee, and contact information for the staff person responsible for determining the
requirement.

2. Site & Building Permit—These initial permits enable demolition, grading, site preparation and
appeal processes. No site or building permits would be issued unless and until the project
sponsor has declared whether they intend to pay fees andfor provide in-kind benefits (where
such options exist) and all relevant fee-assessing agencies have approved a final Project
Development Fee Report. Up unti] issuance, the applicant could work with the Fee Collection
Unit and any fee-assessing staff to resolve questions or disagreements regarding the contents of
the Project Development Fee Report. If these could not be resolved, the applicant could seek
formal redress through the appeals process, but only if the applicant made good faith efforts in
writing prior to permit issuance. Once a building or site permit has been issued by DBY, a 15-day
appeal period begins that would allow the project sponsor or anry member of the public to appeal
any of the development impact requirements or fees included in the Project Development Fee
Report. A project sponsor could only file an appeal if they had made good faith efforts, in
writing, o resolve the dispute with an assessing agency. Members of the public could appeal
directly to the Board of Appeals without any prior efforts. If appealed to the Board of Appeals,
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the jurisdiction of the Board would be limited to ensuring the accuracy of the calculations for
. assessed fees and development impact requirements. The Board of Appeals would not be
empowered to make policy decisions to supersede, rescind or increase the fee or development
impact requirements that have been legislated by the Board of Supervisors due to economic
hardship or other reasons. Instead the Board of Appeals could only correct faulty calculations.
Disputes over a reasonable relationship or “nexus” between the fee and specific projects would
continue to be heard by the Board of Supervisors. ‘

3. First Construction Permit-- Any and all development impact fees would be due prior to
issuance of the first construction permit unless the project sponsor elected to defer them to First
Certificate of Occupancy by enrolling in the fee deferral program. The term “first construction
permit!” zefers to any building permit (addendum) issued after the site permit that would
authorize substantial construction on a project. Interest {called a Fee Deferral Surcharge) would
begin to accrue on all of the deferred fees beginning of the day that a project sponsor enrolled in
the Fee Deferral Program but in any event no later than issuance of the construction permit. The
fee deferral surcharge interest rate would be “locked-in” at this point based upon the City’s
current investment policies for 2-year assets? and would continue to accrue interest until the
project sponsor pays the deferred fees, presumably when they are ready to pull the first
Certificate of Occupancy.

4. First Certificate of Occupancy-This permit allows a property to be occupied (and sold or
rented) for commercial or residential use. Under the new proposal, the first Certificate of
Occupancy would not be issued by DBI until any deferred fees or certificates of completeness for
in-kind contributions have been secured by DBI's Fee Collection Unit. Any changes to the project
since publication of the final Project Development Fee Report would be reviewed and the
development impact requirements or fee amounts would be corrected to reflect any material
changes. If for any reason fees needed to be changed, a revised site or building permit would be
issued and a new Project Development Fee Report that would also be made part of the public
record and, again, would be subject to the appeal process. '

! The term ‘first construction permit” excludes permits authorizing general site preparation work, such as
demolition, grading or shoring permits, but would include permits authorizing foundation work, for
example. For projects seeking only a single building permit, the first construction permit is the building
permit.

2 BF 091251/BF 091251-2 Development Fee Collection Procedure; Administrative Fee. This proposed
Building Code Amendment, in Section 107A.13 shall be calculated monthly by the San Francisco
Treasurer's Office as a blended interest rate comprised of 50% of the Treasurer’s yield on a standard two
year investment and 50% of the Annual Infrastructure Construction Cost Inflation Estimate published by
the Office of the City Administrator’s Capital Planning Group and approved by the City’s Capital
' Planning Committee consistent with its obligations under Section 409(b) of the San Francisco Planning
Code. The Treasurer’s yield on a standard two year investmnent shall be 60% of the Two Year U.S, FNMA
Sovereign Agency Note Yield-to-Maturity and 40% of the Current Two-Year U.S. Treasury Note Yield-to-
Maturity as quoted from the close of business on the last open market day of the month previous to the
date when a project sponsor elects to defer the development fees owed on a development project..
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The Way It Is Now: Affordable Housing Fee Discount and Transfer Fee Restriction Alternative

This proposed Ordinance {BF 091252 Affordable Housing Transfer Fee Restriction Alternative for
Inclusionary and Jobs Housing Linkage Programs] concerns two existing fees: the Inclusionary Housing
Ordinance (Sec. 315.6 of the Plarming Code) and the Jobs-Housing Linkage Fee Ordinance (Sec. 313 et seq
of the Planning Code). Currently, the Indusidnary Housing requirements can be satisfied by 1) building
Below Market Rate (BMR) units on-site; 2) building BMR units off-site; or 3) paymert of an in-lieu fee to
the Mayor’s Office of Housing (MOH). The Jobs-Housing Linkage requireinenis may also be satisfied
through building BMR units or payment of a fee to MOF. The Inclusionary Housing program provides
an inv-leu fee option based on the number of units that a developer would be required to provide as off-
site units (that is generally, 20% of the total number of units in a project requiring 15% inclusionary on-
site).

In-lieu fees contributed to the Citywide Affordable Housing Fund? are administered by MOH, providing
a reliable source of income for subsidizing the production of BMR housing. In lieu fees from multiple
projects are often bundled to provide sufficient funding to underwrite a single affordable housing
project.

The Way it Would Be: Affordable Housing Fee Discount and Transfer Fee Restriction Alternative

The proposed Ordinance would provide project sponsors with a 33% reduction in the on-site, off-site in-
lieu fees, and perhaps land dedication* requirements in exchange for recording an ”Affordable Housing
Transfer Fee Restriction™ on their property. The restriction would require payment of 1.0% of the subject
property’s value into the Citywide Affordable Housing Fund at every future transfer of the property in
perpetuity.® The legislation “authorizes but does not require” the City acting through MOH to record an
Affordable Housing Transfer Fee Restriction on the property as a special form of a Notice of Special
Restriction (NSR) in cooperation with the Assessor-Recorder’s Office: The current draft of the proposed
legislation allows property owners to pre-pay the "present value”t of the restriction at any time to
remove the NSR, although the “present value of the restriction” is not reduced through previous transfer
payments. The present value of the restriction would be calculated by MOH applying the same formula

* Both the Inclusionary Housing and the Jobs-Housing Linkage program are indexed on the annual
percent change in the Construction Cost Index (CCI) for San Francisco as published by Engineering
News-Record.

¢ Although not specified in the existing ordinance, MOH and OEWD are currently discussing offering the
discount to land dedication options where MO would have the option to veto the discount if application
of the discount would result a piece of property too small to feasibly develop.

¥ In the event that there is no transfer of a property subject to the restriction during the first 10 years, the
property owner shall be required to contribute 1% of the assessed value at the time of the 10-year
anniversary.

¢ Present value generally refers to a single number that expresses a flow of current and future income (ox
payments) in terms of an equivalent lump sum received (or paid) today. The present value depends on
the rate of inferest used (the discount rate).
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developed by the Controller’s Office for purposes of the legislation. The formula considers the cursent
value of the property, the average appreciation rate for property values, average turnover rates, and the
discount rate at time of payment.” However, based on feedback received from a variety of stakeholders,
the Mayor’s Office, OEWD and MO have all agreed that this provision will be eliminated in subsequent
amendments.

ISSUES AND CONSIDERATIONS: FEE COLLECTION PROCESSES

+ FPor the first time, DBI, the “gate-keeping” agency charged with issuing building permits and
certificates of occupancy would also be made responsible for development impact fee collection,
This would greatly simplify the development impact fee assessment and collection process
and ensure accountability. 1t would also improve monitoring and enforcement of
development impact “in-kind” improvements. ‘

» The new development impact fee collection process would improve hransparency and
understanding for the public and project sponsors while facilitating coordination among City
agencies. Improvements to the process could result in less staff time, more clarity for project
sponsors, and a more successful fee collection rate. The City has long discussed methods of
improving fee collections, incduding a Controller’s Study published in March 2008, which
recommended a centralized collection point, among other :mprovements mcorporated in the new
legisiation.

. = OEWD, MOH, the City Attomey’s Office, the Department of Public Works Street Use and
Mapyping Division and the Assessor-Recorder’s Office have been working collaboratively to
develop a special form of a Notice of Special Restricion {NSR) that would allow the Assessor-
Recorder to collect the 1% transfer fee in a manner identical to how the Assessor-Recorder
currenily collects the transfer tax upon any transfer of title of the property. The likely method
will include recordation of special symbol on all Assessor Block and Lot Maps that would flag
every property subject to the transfer fee NGR so that the Assessor-Recorder may request
payment of the 1% transfer fee prior o its recordation of the change in title. In this way, MOH’s
monitoring responsibilities are kept to a minimum. In the past, the Commission has expressed
concern over the reliability of the mechanism of NSR for enforcement of conditions of approval.
The stand-alone NSR coupled with map recordation is intended to address this concern.

ISSUES AND CONSIDERATIONS: FEE DEFFERRAL

+ At the direction of the Mafor’s Office, the Office of Economic and Workforce Development
{OEWD) proposed the fee deferral program as part of a larger set of economic stimulus measures
designed to spur job growth and incentivize development. The primary policy goal of the

? Per proposed Section 313.16 of [BF 091252 Affordable housing Transfer Fee Restriction Alternative for
Inclusionary and Jobs Housing Linage Programs], calculation of the present value of the restriction shall
be verified by the Controller and shail be assessed through these four variables 1) average sale price of
the property; 2) average citywide mumover rate for the type of property; 3) the average citywide
appreciation rate for the property; and 4) a commercially reasonable discount rate. Future cash flows
derived from transfers are discounted at the discount rate.
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deferral program is to improve the financial feasibility of development projects on the margin
so that as macroeconomic conditions improve and construction financing becomes available,
construction will commence sooner than it would under the current fee collection system. The
economic benefits to the City of earlier construction staris include earlier increases in
construction empioyment, property tax reassessments and transfer tax proceeds, all of which
would benefit the City’s General Fund and budget. Due to the broad range of economic factors
that figure into a developer’s decision to advance a project, neither OEWD or the Planning
Department can provide an exact estimate of the aciual number of “early starts” the City could
expect under this program. Even if this package is adopted, analyzing the actual impact may not
be possible. OEWD believes that these economic benefits to the City outweigh any potential
disadvantages associated with the proposed deferral program. The Controller’s draft estimate
is that the economic impact of the legislation fo defer infrastructure fees would on average
produce a maximum of 50 additional unifs per year. The Coniroller’s draft estimate of the
economic impact of the legislation to discount affordable housing fees in exchange for a
future sales transfer fee would reduce developer costs by 1.2% and therefore increase
development by an estimated 20-25 units per year. '

s Other California cities and counties have implemented impact fee deferral or even impact fee
reduction programs. See Exhibit D, provided by the Office of Economic and Workforce
Development for more information. According to the Exhibit, of the approximately 46
jurisdictions have enacted impact fee deferral programs since the start of the current economic
crisis (Fall of 2008), 85% of those jurisdictions have legislated an “end-date” to the deferral -
program. None of these programs require payment of a Fee Deferral Surcharge. Approximately
18 have approved some form or impact fee reductions.

» In those instances when a project sponsor elects to enxcll in the proposed Development Pee
Deferral Program, the City will collect most impact fee revenues at a later date than under the
current impact fee collection systemn.® Specifically, collection of those impact fees currently due
at site permit would be delayed by approximately between 12-36 months, depending on the
complexity and scale of the project.®

s  The timing and implementation of capital projects is dependent on a host of factors, including
the size, scale and complexity of the public improvements being funded and the rate of new
development. For example, impact fees collected from one project today may need to be held by
the Controller until sufficient funds have accrued from development projects to begin planning
and construction of a larger-scale public infrastructure project. The irherent “lumpiness” in
impact fee-based capital project funding may cause delays in implementation of development
impact mitigations regardless of whether impact fees are collected at site permit or at first
certificate of occupancy. Still, in other circumstances, the City may be able to spend impact fees
collected earlier in the process when sufficient funds have accrued in an existing capital project
account or the scope of an infrastructure project is small enough that the funds collected from

# The notable exceptions are the Transit Impact Development Fee (TIDF) and portions of the PUC’s water
and sewer capacity charges, which are currently collected around final certificate of occupancy.

? A limited survey of less than 100 applications filed with DBI in 2009 showed a time period of 2.18 years
between site permit and first certificate of occupancy.
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one development project are sufficient to cover all of its costs. Because of the complexity of
funding capital projects, it is difficult to assess the actual amount of time that the proposed
fee deferral program would delay the City’s infrastructure projects. Regardless, it is
reasonable to assume that the proposed deferral program would increase the complexity of
funding infrastructure projects in a timely manner and could result in delayed starts for
detailed capital planning. In some circumstances, this delay may restrict the City’s ability to
fund and complete neighborhood infrastructure projects concurrently with the completion
and occupancy of new development projects.

«  Animportant component of the deferral program is the proposed Fee Deferral Surcharge, which
is the interest rate that would be applied to any deferred fees under the proposed program until
such fees are paid. A simple formula would set a rate equal to the annualized rate the San
Francisco Treasurer’s Office would realize if it invested all impact fee revenues for a two-year
pexiod consistent with City policies for such funds.’ However, as noted above, not all impact fee
Tevenues collected at site permit would be held in investment funds until issuance of the first
certificate of occupancy. Ideally, some or all of the impact fees collected after issuance of the first
construction permit could be expended on actual capital projects prior to issuance of the first
certificate of occupancy. For those impact fees that would have been expended on actual capital
projects but for the deferral program the appropriate measure of the cost of deferral would be the
rate of construction cost inflation, since these fees would otherwise be expended on capital
projects that would likely be increasing in cost because of the delay in impact fee collection. In
response to feedback from the Department and because of the complexity involved in
estimating the true cost of impact fee deferral, OEWD, the Controller and the City’s Capital
Planning Group have proposed a new blended Fee Deferral Surcharge rate. The revised
Ordinance introduced on December 15, 2009 applies such a “blended” rate which is the
average of the City Treasurer’s floating investment rate and a floating annual San Francisco-
specific construction cost index as determined by the Capital Planning Group. Similar to the
proposed legislation, the fee deferral rate would be “locked-in” at the point in time when a
project sponsor elects to defer impact fees and would apply on an annualized basis until the
deferred fees are paid.

« Spending impact fee revenues early in the entitlement process exposes the City to the risk of
having to provide a refund in the event that a project is cancelled or withdrawn due to
financial hardship and the “impact” never materializes. Because of this, impact fee monies
collected at site permit are subject to a “refund” period. Although impact fee refunds are
uncommon, MOH recently had to refund over $10M in in-lieu fees when two projects in Rincon
Hill were cancelled and withdrew their site permits.

1 A complication to this calculation is the fact that construction costs typically rise faster than revenue
interest rates. For instance, in the City’s capital planning efforts, “cost of construction” is typically
estimated at a 5% annual increase whereas the annual value of investment refurn is estimated at 3%.
Under the City’s current capital planning models, a “simple” formula to recapture only the potential
revenue interest rates may have cost the City an estimated 2% annually. For this reason, the blended rate
is preferred. ' )
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o The stated intent of Ordinance [BE091275 Development Impact and In-Lieu Fees] is to defer
impact fee collection to stimulate development. Moving impact fee collection to a later date in
the permit process would reduce the up-front costs associated with project development and also
lower the costs of commencing the DBI site permit process. Further, OEWD states that deferring
fee payment until issuance of first certificate of occupancy would decrease the carrying costs
associated with financing these fees. This savings would improve developer pro-formas on the
margin and in some circumstances may increase the likelihood of earlier construction. The
Commission is asked to consider the economic benefits of the proposed fee deferral program
in light of the potential &elay identified above in the funding and timing of capital
improvements associated with the deferred impact fees.

+  OEWD and MOH developed the proposed Affordable ¥ousing Transfer Fee option as a
means to both improve the reliability and amount of funding available for affordable housing
in the medium-term and to reduce the financial burden of the Inclusionary and Jobs-Housing
Linkage Programs in the short-term to improve the financial feasibility of development
projects. The Controller’s Office has performed testing of the impacts BF 091252 would have on
the City’s affordable housing revenue stream. The complete analysis by the Controtler’s Office
should be published in time for the Planning Commission hearing on January 14, 2010. In
advance of that publication, attached to this report is Exhibit E: Draft Presentation by the
Controller that estimates returns for the City under the Affordable Housing Transfer Fee
Restriction Alternative for the Inclusionary and Jobs Housing Linkage Programs. The Controller
projects that if a project sponsor the maximum discount of 33% of the required fees, the City
could expect returns of 34%-80% due to the transfer fees over time in place of collecting the
33% at the time of development. '

= Looking at this number in more detail, the attached Exhibit E: Draft Presentation by the
Controlier estimates that in exchange for deferring 33% of the fee at initial development, the
eventual returns from the 1% transfer fee at future sales of the property could result in revenue
of approximately 34% from office developments, 54-80% for condominium developments, and
47% for condominium-mapped apartments. Due to the expected lower turnover for office
buildings, discounted fees offered to office developments may never recoup equivalent value.
Overali, the City may collect more revenue in present value terins through a 1% sales transfer
fee than the City would have collect if it simply applied its standard 100% affordable housing

requirements.

»  Unless the “present value” is pre-paid to lift the NSR, the Affordable Housing Transfer Fee
Restriction would apply for the [ife of the project, upon every transfer. Therefore, the proposed
program may generate revenue for the City’s Affordable Housing Fund inerementally and
smooth MOH’s funding stream so that it is not as vulnerable fo the boom and bust cycles of
development for funding. The policy defers some immediate guaranteed in-lieu fee revenue
or BMR production in exchange for accepting the risk of potentially greater long-term
affordable housing transfer fee revenue in the future.

» Affordable housing advocates have long discussed the need for a permanent affordable housing
funding source, including an additional one percent real estate transfer fee. The Mayor’s Office
of Housing (MOH) supports this propesal because it responds. to this need and also improves
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the financial feasibility of market-rate housing production. Attached in Exhibit C is a letter of
support from the Mayor’s Office of Housing. :

« In addition to expected eventual returns, another important consideration is how long it will take
the City to recoup discounted fees. Analysis by OEWD and the Controller’s Office estimate
that an average of 16 years would be required to compensate the City for the 33% discount
-granted at entitlement for the transfer fee-burdened property.”

» Notably, the bulk of the value of the 33% discount would be recaptured within the first few
years. For instance, a condominium which discounted $17,000 of affordable housing fees would
have paid more than $10,000 by year four of the program. This is due largely to the initial
transfer fee that the original owner pays upon buying the unit from the developer/landowner.
This would establish a change in policy in that a portion of affordable housing fees would be
transferred from current landowners and developers to future owners. From discussions with
economists, the transfer of this fee burden will probably not be recognized by future owners
and may not be absorbed in the sale price.?2,

«  While the Controller is currently revising the draft report based upon the input of several local
real estate economists and non-profit affordable housing developers, the Department is
interested in leamning more about who is likely to participate in the programs, especially the
affordable housing fee discount program. Who chooses to participate depends in part on the
expected value of the units produced and the relative costs of the impact fees. Certain areas such
as Rincon Hill and the Market & Octavia Downtown Residential SUD have higher affordable
housing fees than other areas. Case studies produced by OEWD and the Controller indicate that
the City is likely to benefit most in situations where the fees are relatively high and the average
sales prices are higher. A higher rate of participate by those subject to higher fees is likely to
occur and may skew the City’s expectations for when those discounted fees would be
recaptured through the sales transfer fee.

e The initial vetting of the controller's analysis by independent economists affirmed that the
controller's estimates are reasonable. the economists did discuss that the agsumptions are based
on the best available information but small changes to any of the variables (turn-over rate,
discount rate, etc.) would have a big impact.

REQUIRED COMMISSION ACTION

The proposed Resolution is before the Cornmission so that it may recommend adoption, rejection, or
adoption with reodifications to the Board of Supervisors.

1 Assumptions in this estimate include: 10-year tum-over rate based upon recent years, an initial transfer
fee at first sale, and a conservative discount rate that is the highest rate on the West Coast from Integra
Realty Resources.

% In a perfectly functioning market, properties that are burdened with a transfer fee restriction would
sale at lower prices so that landowners and developers would absorb some of the costs of the transfer fee.
However, there has been evidence that purchasing behavior is not always rational and buyers may not
appropriately seek lower prices for properties with a transfer fee restriction. - Robert j. Shiller (2005).
Irrational Exuberance, Znd ed. Princeton University Press. ISBN (0-691-12335-7.
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RECOMMENDATION

The proposed Ordinances make changes to iinpact fee collection processes that are aligned with current
reforms in process.

1. The Department strongly recommends approval of the fee collection changes associated with BF
091275 /BF 091275-2 Development Impact and In-Lieu Fees and BF 091251/BF 091251-2
Development Fee Collection Procedure; Administrative Fee.

2. The Department recormmends approval with modifications of the fee deferral for development
impact fees as described in BF 091275 /BF 091275-2 Development Impact and In-Lieu Fees and BF
(91251 /BF (091251-2 Development Fee Collection Procedure; Administrative Fee.

3. The Department recommends approval with modifications of the legislation, to create an
affordable housing transfer fee restriction as described by BF 091252,

4. Inaddition to the substantive changes described in this report, further consolidation of
definitions and minor modifications will be described in Exhibit B: Technical Modifications. This
Exhibit B will be released later, but prior to the Janwary 14%, 2010 hearing.

BASIS FOR RECOMMENDATIONS
The basis for approval includes:

«  Within the current economic climate, the legislation taken as a whole is an incentive fo spur some
development to occur earlier than otherwise. The policy tradeoff being considered is between a
delay in receipt of revenues to the city versus some new development occurring earlier than
would otherwise be the case. While the exact amount of development that would occur earlier or
the amount of time that would be “saved” cannot be precisely predicted, it does appear that
some development would be incentivized to occur earlier. Thus, the city’s delays in receiving
revenues would be offset by earlier projects and by the increased revenues over time.

e  The proposal would result in better gate-keeping with consolidation of fee collection & permit
issuance under one agency;

o Administratively, the proposal represents-a dramatic improvement in fee collection that the

 Planning Department and DBI are both comfortable implementing;
+ »  The proposal establishes more uniform procedures in a consolidated Article Four resulting in
better understanding for the public, project sponsors and Ciiy departments; _

» The proposal would add transparency resulting in an improved process for developers and the
public;

» Most importantly, the revisions to the fee collection process greatly increase the City’s ability to
collect fees; and o

» The proposal for fee deferrals has been reviewed by the MOH and the Controller. The proposal
has been endorsed by MOH and the Controller’s Office has provided data projecting that overall

revenue for affordable housing will not be lost and in fact substantial sums could be gained over
the medium- to long-term.

In San Francisco, impact fees have traditionally been collected when development commences, to ensure

that the City can build the necessary infrastructure fo support new residents and employees within a
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reasonable amount of time. The proposed deferral program may not reduce the City’s ability to provide
the necessary infrastructure, however it could cause infrastructure to be staggered, disassociating new
development and the related infrastructure. Given the current economic situation, the Commission is
being asked to evaluate this potential impact to infrastructure funding against the potential benefit of
spurring stalled construction.

RECOMMENDED MODIFICATIONS ACCOMPLISHED IN THE REVISED ORDINANCES

The Department has worked closely with OEWD, DBI, SFMTA, and the PUC on review of the initial
Ordinances and is pleased with the medifications included in the revised Ordinances introduced on
December 15, 2009. Some of these changes include:

1. Modification of the proposed Fee Deferral Surcharge to 2 blended rate based on 50% of the
City’s floating investment rate and 50% of a floating construction cost index as determined by
the Controller’s Office. The initial legislation established a rate equal to the annualized rate the
San Francisco Treasurer’s Office would realize if it invested all impact fee revenues for a two-
year period consistent with City policies for such accounts. However, as noted above, not all
impact fee revenues collected at site permit would be held in investment accounts until issuance
of the first certificate of occupancy. Ideally, some or all of the impact fees collected after issuance
of the first construction permit could be expended on actual capital projects prior to issuance of
the first certificate of occupancy. For those impact fees that would have been expended on actual
capital projects but for the deferral program the appropriate measure of the cost of deferral would
be the rate of construction cost inflation in effect at the time, since these fees would otherwise be
expended on capital projects that would likely be increasing in cost because of the delay in
impact fee collection. For this reason, the Department believes the revised Ordinance that
utilizes a blended rate combining the cost of construction with the investment for calculation of
the fee deferral surcharge is more appropriate. '

2. Clarification of the limited scope of the Board of Appeals jurisdiction. Fees legislated by the
Board of Supervisors should not be altered by the Board of Appeals. There are currently
mechanisms to adjust the fee amounts in instances where the nexus is insufficient through appeal
to the Board of Supervisors. These mechanisms for fee adjustment should not be duplicated at
the Board of Appeals. The revised Building Code amendment is quite clear on the appropriate
jurisdiction for the Board of Appeals.

3. Creation of a mechanism to provide for universal indexing of fees for cost of inflation across
all fee programs. Currently Market and Octavia, Eastern Neighborhoods, and Balboa Park fees
are indexed to inflation in construction costs. This mechanismn insures that the fees continue to
effectively fund the infrastructure at a consistent rate. Not all of the existing programs included

' this mechanism. Consolidation of all fees into Article Four presented the opportunity to correct
this omission from older fees and the revised Ordinance accomplishes this in Section 409(b).

4. Ensure fee waiver opportunities are not increased through the proposal. Under current
controls, each existing fee has its own unique “fee waiver” procedures. The Department
encourages a consolidation of these multiple fee waivers into a coherent mechanism to the
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greatest degree possible. The current proposal, however, does not produce one waiver
procedure but instead copies each existing waiver opportunity into a “waiver” section so that the
avenues to waive fees have been multiplied. If one coherent waiver mechanism cannot be
developed, each fee should maintain its own unique but not duplicative waiver procedure. One
particularly problematic waiver described in Section 405 would expand a prorated refund of up
to 50 years that currenily applies to the Downtown Park Fee (Sect. 13%9(i)) fee to ali fees.

ADDITIONAL MODIFICATIONS REQUESTED

In addition to the above changes that have been made in the revised Ordinances, the Department
recommends additional modifications as described below:

1. Clarify that this new ability to defer fees is offered only to those projects that have not yet
paid development impact fees. Since the adoption of the Area Plans, City agencies have been
working to plan and build infrastructure for new development. Collected impact fees have been
programmed and are needed to complete plarned infrastructure. The administrative burden of
providing fee refunds to then allow fee deferrals is disproportionate to the relative benefit to the
projects that fall within in this category. Further, DBl has advised that offering refunds would be

- administratively infeasible.

2. Correct the ordinance to ensure that each of the effective dates for individual impact fee
programs are the original date of those programs and not the effective date of this new
ordinance. This change would facilitate administration of the various fee programs, especially in
the event that refunds are requested. The original effective dates that should be noted in Article
Four are as follows: '

o Section 249.33 Van Ness and market Downtown Residential Special Use District FAR Bonus
& the Van Ness and Market Affordable Housing and Neighborhood Infrastructure Program
both have an original effective date of 5/30/2008; .

»  Section 313 Affordable Housing Job/Housing Linkage Fee has an effective date of 3/28/1996;

e  Section 315 Market & Octavia Affordable Housing Fee & Section 326.3-6 Market & Octavia
Community Benefits Fee both have an effective date of 5/30/2008;

»  Section 318 Rincon Hill Community Infrastructure Impact Fee & SoMa Comnmunity
Stabilization Fee both have effective date of 8/19/2005;

»  Section 319.7 Visitacion Valley Community Facilities and Infrastructure Fee has an effective
date of 11/18/2005;

=  Section 327 Eastern Neighborhoods (Mission) has an effective date of 12/19/2008;

»  Section 331 Balboa Park Fee has an effective date of 4/17/2009; and

=  Administrative Code Chapter 38 Transit Impact Development Fee was originally enacted
1981 and a major revision became effective in 2004. Both of these dates have implications to
pipeline projects and should be maintained.

For the remaining fees (Section 139 Downtown Park Fee, Section 149 Downtown C-3 Artwork,

Section 314 Childcare, Section 315 Inclusionary Housing Fee, State Educdtional Code Section

17620 School Impact Fee, Administrative Code Sewer Connection Fee and Wastewater Capacity

Charge), the Department requests that OWED or the City Attorney research the original effective
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date for inclusion or in the event that cannot be determined use a de facto effective date of 1985
to ensure that no pipeline projects are exempted from fees.

3. Maintain SFMTA’s role as “implementer” of the TIDF. This fund has been implemented by
SFMTA with consultation of the Planning Department, and should remain so. Any changes
which would place planning staff into a mediator role between a project sponsor and the
assessment of fees or implementation of the program should avoided. The proposed Ordinance
establishes that “MTA is empowered to adopt such rules, regulations, and administrative
procedures as it deems necessary to implement this Section 411.1 et seq. In the event of a conflict
between any MTA rule, regulation or procedure and this Section 411.1 et seq., this Section
ordinance shall prevail.” The Department would request that the City Attorney explore adding
further text to this Section to exempt this Section from the typical authority conveyed to the
Zoning Administrator.

4. Remove changes to procedures for in-kind contributions until the changes have been vetted
with the agencies responsible for monitoring each in-kind contribution. While the fee
amendments contained in Article Four currently exist in the Planning Code and/or the
Administrative Code, other agencies are responsible for the administration and monitoring of
these contributions. In-kind provisions such as childcare or street-improvements must meet
specifications that only DCYF or DPW are qualified to evaluate and should not be the
responsibility of the Planning Department. '

' 5. Tighten the procedures around the “Affordable Housing Transfer Fee Restriction”. The
proposed Ordinance should be amended to require the Fee Unit in DBI to be presented with the
required NSR at a specific points such as “First Construction Permit”. In addition MOH and the
Fee Collection Unit in DBI should be required to (instead of authorized to) record separate NSRs
on subsequent subdivisions of the property.

6. Include all fee requirements in the new process. Currently the proposal does not include the
two alternative means of satisfying the open space requirément in South of Market and Eastern
Neighborhoods by paying in-lieu fees identified in Section 135.3 (d) and 135.3 (e} as well as the
payment in cases of a variance or exception to the open space requirefnent in Eastern
Neighborhoods required by Section 135(j). Section 143, Street Tree Requirements, requires a type
of physical improvement that according to Article 16 of the Public Works Code can be satisfied as
a fee payment when utilities or other barriers prevent planting of trees. DBI's Fee Unit should be
made aware of the street tree requirement at submittal for inclusion in the “Project Development
Fee Report”. The required plériting or payment of the in-lieu fee should be confirmed prior to
first certificate of occupancy. ‘

7. Provide further consolidation of fee “definitions”. The proposed Ordinance strives to
consolidate fee-specific definitions to the greatest degree possible. While the revised Ordinance
successfully added further consolidation of definitions, the current draft still contains a large
amount of definitions that reside outside of the universal fee definition section in Section 401.
The Department will provide the Commission with proposed consolidation of additional
definitions at the January 14, 2010 hearing.
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8. Include a legislative end-date for fee deferrals. As this legislative package is intended to
courtter the difficult economic times, an end-date should be added where the City would no
longer allow the deferxal of fees. In lieu of pre-determining the date, the legislation should be
amended to expire under one of the following markers 1) once a certain number of residential

“units and/or square foot of commercial development has been built; 2) the Controller has
determined that a standard economic indicator has been reached; or alternatively, 3) the
legislation could require review of the deferral programs at regular intervals before both the
Planning Commission and the Land Use Committee of the Board of Supervisors.

ENVIRONMENTAL REVIEW

The combined Ordinances to amend the Planning Code, the Building Code and the Administrative Code
would result in no physical impact on the environment. The proposed Ordinances are exempt from
environmental review under Section 15060{c)(2) and 15273 of the CEQA Guidelines.

PUBLIC COMMENT

As of the date of this report, the Planning Department has received no letters in support or opposition to
the proposal from the public. Planning Staff has met with Calvin Welch, the Executive Director of
Council of Community Housing Organizations. This council is in the process of draffing their position

paper.

OTHER CITY BODY COMMENT

As mentioned, MOH endorses the proposed Ordinance {BF 091252 Affordable Housing Transfer Fee
Restriction Alternative for Inclusionary and Jobs Housing Linkage Programs]. A letter of support from
MOH is attached in Exhibit C. On December 15, the Market & Octavia CAC passed a resolution
opposing the proposed Ordinance [BF 091275/BF 091275-2 Development Impact and In-Lieu Fees]. That
letter of opposition is attached in Exhibit F. On December 16 the Building Inspection Commission passed
a resolution supporting proposed Ordinance [BF 091251/BF 091251-2 Development Fee Collection
Procedure; Administrative Fee] that letter of support is attached in Exhibit G.

RECOMMENDATION: Approval with Modifications
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Attachments & Exhibits:
Exhibit A: Development Impact Fee Chart

Exhibit C: - Letter of Support from the Mayor’s Office of Housing

Exhibit D Survey of other fee deferral programs in California

Exhibit B: ' Draft Presentation by the Controller’s Office

Exhibit ¥: Resolution of Opposition from Market & Octavia CAC

Exhibit G: . Resolution of Support from the Building Inspection Commission

Attachonent A: Draft Planning Commission Resolution
Attachunent B:  Draft Board of Supervisors Ordinance BF 091275 Development Impact and In-Lieu Fees
Attachment C: Draft Board of Supervisors Ordinance BF 091252 Affordable Housing Transfer Fee
Restriction Alternative for Inclusionary and Jobs Housing Linkage Programs
Attachment D: Praft Board of Supervisors Ordinance BF 091251 Development Fee Collection Procedure;
‘ Administrative Fee ‘ '
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