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FROM: Erica Major, Assistant Clerk, Land Use and Transportation Committee
DATE: July 25, 2023

SUBJECT: COMMITTEE REPORT, BOARD MEETING
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The following file was forwarded as a COMMITTEE REPORT to the Board meeting, Tuesday,
July 25, 2023. This item was acted upon at the Committee Meeting on Monday, July 24, 2023, at
1:30 p.m., by the votes indicated below.

Item No. 66 File No. 230764

Ordinance amending the Planning Code to 1) modify the annual indexing of
certain development impact fees, with the exception of inclusionary housing fees;
2) provide that the type and rates of applicable development impact fees, with the
exception of inclusionary housing fees, shall be determined at the time of project
approval; 3) exempt eligible development projects in PDR (Production,
Distribution, and Repair) Districts, and the C-2 (Community Business) and C-3
(Downtown Commercial) Zoning Districts from all development impact fees for a
three-year period; 4) allow payment of development impact fees, with the
exception of fees deposited in the Citywide Affordable Housing Fund, to be
deferred until issuance of the first certificate of occupancy; and 5) adopt the San
Francisco Citywide Nexus Analysis supporting existing development impact fees
for recreation and open space, childcare facilities, complete streets, and transit
infrastructure and making conforming revisions to Article 4 of the Planning Code;
amending the Building Code to allow payment of development impact fees, with
the exception of fees deposited in the Citywide Affordable Housing Fund, to be
deferred until issuance of the first certificate of occupancy and repealing the fee
deferral surcharge; affirming the Planning Department’s determination under the
California Environmental Quality Act; making findings of consistency with the
General Plan, and the eight priority policies of Planning Code, Section 101.1; and
making findings of public necessity, convenience, and welfare pursuant to
Planning Code, Section 302.
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Anne Pearson, Deputy City Attorney
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FILE NO. 230764 SUBSTITUTED ORDINANCE NO.
7/11/2023

[Planning, Building Codes - Development Impact Fee Indexing, Deferral, and Waivers;
Adoption of Nexus Study]

Ordinance amending the Planning Code to 1) modify the annual indexing of certain
development impact fees, with the exception of inclusionary housing fees; 2) provide
that the type and rates of applicable development impact fees, with the exception of
inclusionary housing fees, shall be determined at the time of project approval; 3)
exempt eligible development projects in PDR (Production, Distribution, and Repair)
Districts, and the C-2 (Community Business) and C-3 (Downtown Commercial) Zoning
Districts from all development impact fees for a three-year period; 4) allow payment of
development impact fees, with the exception of fees deposited in the Citywide
Affordable Housing Fund, to be deferred until issuance of the first certificate of
occupancy; and 5) adopt the San Francisco Citywide Nexus Analysis supporting
existing development impact fees for recreation and open space, childcare facilities,
complete streets, and transit infrastructure and making conforming revisions to Article
4 of the Planning Code; amending the Building Code to allow payment of development
impact fees, with the exception of fees deposited in the Citywide Affordable Housing
Fund, to be deferred until issuance of the first certificate of occupancy and repealing
the fee deferral surcharge; affirming the Planning Department’s determination under
the California Environmental Quality Act; making findings of consistency with the
General Plan, and the eight priority policies of Planning Code, Section 101.1; and
making findings of public necessity, convenience, and welfare pursuant to Planning

Code, Section 302.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in single-underline italics Times New Roman font.
Deletions to Codes are in strikethrough-italics Times-New-Roman-font.
Board amendment additions are in double-underlined Arial font.
Board amendment deletions are in strikethrough-Arialfont.
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Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:

Section 1. Land Use and Environmental Findings.

(a) The Planning Department has determined that the actions contemplated in this
ordinance comply with the California Environmental Quality Act (California Public Resources
Code Sections 21000 et seq.). Said determination is on file with the Clerk of the Board of
Supervisors in File No. 230764 and is incorporated herein by reference. The Board affirms
this determination.

(b) On July 13, 2023, the Planning Commission, in Resolution No. 21354, adopted
findings that the actions contemplated in this ordinance are consistent, on balance, with the
City’s General Plan and eight priority policies of Planning Code Section 101.1. The Board
adopts these findings as its own. A copy of said Resolution is on file with the Clerk of the
Board of Supervisors in File No. 230764, and is incorporated herein by reference.

(c) Pursuant to Planning Code Section 302, the Board finds that this Planning Code
amendment will serve the public necessity, convenience, and welfare for the reasons set forth
in Planning Commission Resolution No. 21354, and the Board incorporates such reasons
herein by reference. A copy of said resolution is on file with the Clerk of the Board of

Supervisors in File No. 230764.

Section 2. Background and Findings.
(a) Article 4 of the Planning Code contains many of the City’s development impact
fees. Under Planning Code Section 409, the Controller is charged with reviewing

development impact fees and adjusting the fees annually on January 1. The purpose of the

Mayor Breed
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annual adjustment is to “establish a reasonable estimate of construction cost inflation for the
next calendar year for a mix of public infrastructure and facilities in San Francisco.”

(b) Based on the adjustment factor, the Planning Department and the Development
Fee Collection Unit at the Department of Building Inspection (DBI) provide notice of the
annual adjustments. The Planning Department calculates the type and amount of any
applicable development impact fees no later than the issuance of the building or site permit for
a development project. The Planning Department sends written or electronic notification to
the Development Fee Collection Unit at DBI.

(c) The Development Fee Collection Unit collects payment of all impact fees, which
are due and payable no later than issuance of the “first construction document” as defined in
Section 107A.13.1 of the Building Code.

(d) For years, the City has relied upon the Annual Infrastructure Construction Cost
Inflation Estimate (“AICCIE”) as the index for annual development fee adjustments, with the
exception of the Inclusionary Housing Fee that is subject to adjustment in Planning Code
Section 415 et seq. The City uses the AICCIE to forecast construction costs for the City’s
two-year capital budget and the 10-year capital plan. Developed by the Office of the City
Administrator’'s Capital Planning Group, the AICCIE relies on past construction cost inflation
data, market trends, and a variety of national, state, and local commercial and institutional
construction cost inflation indices. Since 2010, the AICCIE has fluctuated between 3 percent
and 6 percent annually.

(e) The AICCIE is designed to ensure that the City budgets sufficient funding for
capital projects many years into the future. Because of this forward-looking budgeting
function, the AICCIE does not always reflect near-term trends in cost escalation. This can
create barriers to the economic feasibility of private development projects during economic

downturns. Additionally, the unpredictability of variable impact fee escalation can discourage

Mayor Breed
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development and reduce the likelihood that the City will achieve key policy goals, like the
production of housing, growing the tax base, and creating jobs.

() Itis reasonable to consider alternative indexing options. The Board finds that a 2
percent escalation rate would provide certainty and predictability for all parties involved in the
development impact fee process, including developers, City staff collecting fees, and City staff
budgeting and spending the fee revenue. Though the 2 percent escalation rate is lower than
AICCIE rates over the last decade, this flat rate will enable the fees to escalate along with
near term construction cost increases, while still providing predictability to third parties.

(g) To provide further certainty to project sponsors, it is reasonable to calculate the
types of applicable impact fees and the rates of those fees at the time the Planning
Commission or Zoning Administrator approves a development application, or for projects that
do not require such an approval, at the time the City issues the building permit. In addition, it
is reasonable to not escalate those fees between the time they are calculated and the time the
project sponsor pays the fees, which is most commonly just prior to the issuance of the first
construction document.

(h) While it is reasonable to provide certainty in the calculation of fees at the time of
project approval or building permit issuance, and not escalate the fees after they are
calculated, in some circumstances it may be appropriate to revisit the fee calculation,
especially in instances of prolonged delay or major revisions to a project. The Board finds
that it is reasonable to require recalculation of fees when a previously approved project is
modified, extended, or renewed.

() This ordinance does not modify any aspect of the Inclusionary Affordable Housing
Fee, set forth in Planning Code section 415 et seq.

() Economic cycles create volatility in the building and construction industries,

negatively impacting the availability of financing and the viability of a range of development

Mayor Breed
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projects. In addition to typical economic volatility, rising interest rates and high construction
costs have complicated the City’s financial recovery from the COVID-19 pandemic. Currently,
the Development Fee Collection Unit requires payment of any applicable development impact
fees prior to the issuance of the first construction document. By giving project sponsors the
option to defer payment of impact fees, the City will help mitigate the financial hardships
caused by economic cycles generally, in addition to current market conditions. The Board
finds that allowing developers the option to defer payment of development impact fees to a
time no later than the first certificate of occupancy, as that term is defined in Building Code
107A.13.1, is reasonable to allow project sponsors to obtain financing for development
projects that would otherwise be unable to proceed under adverse economic conditions.

(k) Rising interest rates and high construction costs have created challenges for
previously-approved projects to secure a complete financing package and initiate
construction. These adverse economic conditions are impacting PDR (Production,
Distribution, and Repair) and Retail projects in the PDR Districts, and hotel, restaurant,
entertainment, and outdoor activity projects in the C-2 and C-3 Districts, and delaying the job
opportunities and other community benefits associated with these developments. Waiving
development fees for these types of projects will allow those developments to proceed; such
short-term waivers will economically stimulate similar projects in the upcoming three-year
period. The Board finds that a limited and short-term fee waiver is reasonable to enable these
projects to proceed to construction and incentivize similar proposals.

() Pursuant to Planning Code Section 410, the Planning Department, the Office of
Resilience and Capital Planning, and the City Attorney’s Office retained Hatch Consulting to
update the nexus analysis and level of service analysis for various existing development
impact fees. These studies were conducted prior to January 1, 2022, analyze the impacts to

public facilities created by new development, and calculate the nexus between the new
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development and the need for new public facilities. The nexus studies calculate the potential
fees on a square footage basis. Consistent with the California Mitigation Fee Act,
Government Code Section 66000 et seq., the Board adopts the San Francisco Citywide
Nexus Analysis prepared by Hatch Associates Consultants, Inc., dated December 2021, and
the San Francisco Infrastructure Level of Service Analysis prepared by Hatch Associates
Consultants, Inc., dated December 2021, both of which are on file with the Clerk of the Board
of Supervisors in File No. 150149.

(m) Additionally, on May 9, 2023 the Board adopted the Capital Plan Update for Fiscal
Years 2024-2033, on file with the Clerk of the Board of Supervisors in File No. 230265, which
details the City’s capital improvement plan for the next decade. The Board incorporates this
plan by reference.

(n) This ordinance does not establish, increase, or impose a fee within the meaning of
Government Code Section 66001(a).

(0) On July 19, 2023, at a duly noticed public hearing, the Building Inspection
Commission considered this ordinance in accordance with Charter Section D3.750-5 and
Building Code Section 104A.2.11.1.1. A copy of a letter from the Secretary of the Building
Inspection Commission regarding the Commission’s recommendation is on file with the Clerk
of the Board of Supervisors in File No. 230764.

(p) No local findings are required under California Health and Safety Code Section
17958.7 because the amendments to the Building Code contained in this ordinance do not
regulate materials or manner of construction or repair, and instead relate in their entirety to
administrative procedures for implementing the code, which are expressly excluded from the

definition of a “building standard” by California Health and Safety Code Section 18909(c).
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Section 3. Article 4 of the Planning Code is hereby amended by revising Sections 401,

402, 403, 406, and 409, to read as follows:

SEC. 401. DEFINITIONS.

* % % %

F

“Final Approval.” For the purposes of this Section shall mean 1) approval of a project’s first

Development Application, unless such approval is appealed; or 2) if a project only requires a building

permit, issuance of the first site or building permit, unless such permit is appealed; or 3) if the first

Development Application or first site or building permit is appealed, then the final decision upholding

the Development Application, or first site or building permit, on the appeal by the relevant City Board

or Commission.

"First Certificate of Occupancy." 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.

* % % %

SEC. 402. PROCEDURE FOR PAYMENT AND COLLECTION OF DEVELOPMENT
FEES.

(@) Collection by the Development Fee Collection Unit. Except as otherwise
authorized in Section 411.9, all development impact and in-lieu fees authorized by this Code
shall be collected by the Development Fee Collection Unit at DBI in accordance with Section
107A.13 of the San Francisco Building Code.

(b) Required Department Notice to Development Fee Collection Unit—Prierte
Issuance-of Bullding-er-Site Permit; Request to Record Notice of Fee.

Mayor Breed
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(1) Required Notice. When the Planning Department determines that a

development project is subject to one or more development fees or development impact

requirements as set forth in Section 402(e), butin-any-case-re-laterthanpriorto-issuance-of the
building-or-site-permitfora-developmentproject-the Department shall send written or electronic

notification to the Development Fee Collection Unit at DBI, and also to MOH, MTA or other

applicable agency that administers an applicable development fee or development impact
requirement, that:

(i) identifies the development project,

(i) lists which specific development fees and/or development impact
requirements are applicable and the legal authorization for their application,

(i) specifies the dollar amount of the development fee or fees that the
Department calculates is owed to the City or that the project sponsor has elected to satisfy a
development impact requirement through the provision of physical or "in-kind" improvements,
and

(iv) lists the name and contact information for the staff person at each agency or
department responsible for calculating the development fee or monitoring compliance with the
development impact requirement for physical or in-kind improvements.

(2) Amended Notices. The Department shall send an amended notice to the
Development Fee Collection Unit, and also to any department or agency that received the
initial notice, if at any time subsequent to its initial notice:

(i) any of the information required by subsection (1) above is changed or
modified, or

(i) the development project is modified by the Department or Commission
during its review of the project and the modifications change the dollar amount of the

development fee or the scope of any development impact requirement.

Mayor Breed
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(3) Optional Recordation of Notice of Special Restrictions Prior to Issuance
of Building or Site Permit. Prior to issuance of a building or site permit for a development
project subject to a development fee or development impact requirement, the Department
may request the Project Sponsor to record a notice with the County Recorder that a
development project is subject to a development fee or development impact requirement. The
County Recorder shall serve or mail a copy of such notice to the persons liable for payment of
the fee or satisfaction of the requirement and the owners of the real property described in the
notice. The notice shall include:

(i) a description of the real property subject to the development fee or
development impact requirement,

(i) a statement that the development project is subject to the imposition of the
development fee or development impact requirement, and

(i) a statement that the dollar amount of the fee or the specific development
impact requirement to which the project is subject has been determined under Article 4 of this
Code and citing the applicable section number.

(c) Process for Revisions of Determination of Development Impact Fee(s) or
Development Impact Requirement(s). In the event that the Department or the Commission
takes action affecting any development project subject to this Article and such action is
subsequently modified, superseded, vacated, or reversed by the Board of Appeals, the Board
of Supervisors, or by court action, the building permit or building permit application for such
development project shall be remanded to the Department to determine whether the
development project has been changed in a manner which affects the calculation of the
amount of development fees or development impact requirements required under this Article
and, if so, the Department shall revise the requirement imposed on the permit application in

compliance with this Article within 30 days of such remand and notify the project sponsor in

Mayor Breed
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writing of such revision or that a revision is not required. The Department shall notify the
Development Fee Collection Unit at DBI if the revision materially affects the development fee
requirements originally imposed under this Article so that the Development Fee Collection
Unit update the Project Development Fee Report and re-issue the associated building or site
permit for the project, if necessary, to ensure that any revised development fees or
development impact requirements are enforced.

(d) Timing of Fee Payments. All impact fees are due and payable to the
Development Fee Collection Unit at DBI at the time of, and in no event later than, issuance of
the “first construction document” as defined in Section 401 of this Code and Section

107A.13.1 of the Building Code provided that a project sponsor may defer payment of the fee,

excluding any fees that must be deposited in the Citywide Affordable Housing Fund (Administrative

Code Section 10.100-49), to a later date pursuant to Section 107A.13.3 of the Building Code.-Fhe

(e) Amount and Applicability of Impact Fees. When the Planning Department determines

that a project is subject to development impact fees established in the Planning Code, with the

exception of the Inclusionary Housing Fee as set forth in Section 415 et seq., the assessment shall be

based on the types of fees and the rates of those fees in effect at the time of Final Approval. After Final

Approval, the City shall not impose subsequently established development impact fees or increase the

rate of existing fees on the development project, including annual inflation adjustments pursuant to

Section 409, except as provided in subsection (e)(1)-(2) of this Section 402. The Planning Department

shall transmit the fee assessment to the Development Fee Collection Unit at DBI in accordance with

this Section 402.

Mayor Breed
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(1) Modification, Renewal, Extension for Projects. After the Final Approval, if a

development project requires a modification to, renewal, or extension of a previously approved

Development Application, the Planning Department shall reassess development impact fees pursuant to

subsection (e)(2). For the purposes of this subsection (e)(1), a ““modification’ shall not include a

legislatively-authorized reduction or waiver of fees, including any waivers pursuant to Section 406.

(2) Amount of Reassessment. For any development project that requires a

modification to, renewal, or extension pursuant to subsection (e)(1), the Planning Department shall

reassess fees as follows:

(A) Modified Projects. For projects increasing Gross Floor Area of any use,

the Planning Department shall assess the new or increased Gross Floor Area by applying the types of

impact fees in effect at the time of Final Approval at the rates in effect at the time of modification. For

projects reducing Gross Floor Area, the Planning Department shall assess the types and rates of fees in

effect at the time of Final Approval only on the remaining Gross Floor Area. If the modified project

would result in a new type of fee or a different rate based on applicable thresholds in effect at the time

of Final Approval, the entire project square footage is subject to the new type of fee or different rate in

effect at the time of modification. The City shall refund fees, if any, without interest, based on the fees

in effect at the time of Final Approval.

(B) Renewal and Extended Projects. For projects receiving a renewal or

extension, the Planning Department shall reassess fees for the entire project’s Gross Floor Area based

on the type of fees and rates of those fees in effect at the time of renewal or extension.

(3) Projects Approved Prior to Effective Date of Ordinance in Board File No. 230764.

For projects that have obtained a Final Approval, but that have not yet obtained a first site or building

permit prior to the effective date of the ordinance in Board File No. 230764, the assessed types and

rates of impact fees shall not be increased after that effective date, unless such project requires a

modification, extension, or renewal pursuant to subsection (e)(1)-(2) of this Section 402. For projects

Mayor Breed
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that have obtained a Final Approval and a site or building permit prior to the effective date of the

ordinance in Board File No. 230764, the types and rate of fees are those assessed at the time of site or

building permit issuance, subject to legislative reduction or waiver of fees, unless such project requires

a modification, extension, or renewal pursuant to subsection (e)(1)-(2) of this Section 402.

(4) Applicability to Development Agreements.

(A) For projects subject to development agreements executed prior to the

effective date of the ordinance in Board File No. 230764, the Planning Department shall assess the

applicable fees pursuant to the development agreement and no later than the earlier of site or building

permit issuance.

(B) Except as may otherwise be agreed to by the parties, for a project subject to

a development agreement executed on or after the effective date of the ordinance in Board File No.

230764, the Planning Department shall assess the applicable fees at the earlier of site or building

permit issuance.

(C) The procedures set forth in subsection (e)(1)-(2) shall govern the

modification, renewal, or extension of a project subject to a development agreement.

(D) In the event of a conflict between this Section 402(e) and the terms of a

development agreement, the terms of the development agreement shall apply, unless the development

agreement is modified pursuant to the terms of that agreement.

SEC. 403. PAYMENT OF DEVELOPMENT FEE(S) OR SATISFACTION OF
DEVELOPMENT IMPACT REQUIREMENT(S) AS A CONDITION OF APPROVAL
PEANNING-COMMISSION-REVAEW, RECOMMENDATON-CONCERMNING
EFFECTINVENESS OFFEE DEFERRAL PROGRAM.

a)—Ceondition-ef-Appreval: In addition to any other condition of approval that may

otherwise be applicable, the Department or Commission shall require as a condition of

Mayor Breed
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approval of a development project subject to a development fee or development impact
requirement under this Article that such development fee or fees be paid prior to the issuance
of the first construction document for any building or buildings within the development project,
in proportion to the amount required for each building if there are multiple buildings, with an
option for the project sponsor to defer payment of 85 percent of the fees, or 80 percent of the
fees if the project is subject to a neighborhood infrastructure impact development fee, to prior
to issuance of the first certificate of occupancy upen-agreeing-to-pay-aDevelopmentFee-Deferral
Surcharge-on-the-ameunt-owed, as provided by Section 107A.13.3 of the San Francisco Building

Code (“Fee Deferral Program”). The Fee Deferral Program shall not apply to fees that must be

deposited in the Citywide Affordable Housing Fund (Administrative Code Section 10.100-49). Projects

subject to development agreements executed pursuant to Chapter 56 of the Administrative Code shall

be eligible for the Fee Deferral Program, except as may otherwise be agreed to by the parties to the

development agreement. The Department or Commission shall also require as a condition of

approval that any development impact requirement imposed on a development project under
this Article shall be satisfied prior to issuance of the first certificate of occupancy for any

building or buildings within the development project, in proportion to the amount required for

each building if there are multiple buildings.

Mayor Breed
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SEC. 406. WAIVER, REDUCTION, OR ADJUSTMENT OF DEVELOPMENT
PROJECT REQUIREMENTS.

* Kk k%

(0) Waiver for Projects in PDR Districts. In a PDR District, a development project that meets

the eligibility criteria in subsection (g)(1) of this Section 406 shall receive a waiver from any

development impact fee or development impact requirement imposed by this Article.

(1) Eligibility. To be eligible for the waiver in this subsection (q), the project shall:

(A) be located in a PDR District;

(B) contain a Retail Use or PDR Use and no residential uses;

(C) propose the new construction of at least 20,000 square feet of Gross Floor Area and

no more than 200,000 square feet of Gross Floor Area;

(D) be located on a vacant site or site improved with buildings with less than a 0.25t0 1

Floor Area Ratio as of the date a complete Development Application is submitted;

(E) submit a complete Development Application on or before December 31, 2026,

including any projects that have obtained Final Approval prior to the effective date of the ordinance in

Board File No. 230764 that have not already paid development impact fees.

(2) Extent of Waiver. The waiver in this subsection (q) shall be limited to development

impact fees or development impact requirements for the establishment of any new Gross Floor Area of

PDR or Retail Use.

(3) Sunset. This subsection (g) shall expire by operation of law on December 31, 2026,

unless the duration of the subsection has been extended by ordinance effective on or before that date.

Upon expiration, the City Attorney shall cause subsection () to be removed from the Planning Code.

(h) Waiver for Projects in the C-2 and C-3 Districts. In the C-2 and C-3 Districts, a

development project that meets the eligibility criteria in subsection (h)(1) of this Section 406 shall

Mayor Breed
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receive a waiver from any development impact fee or development impact requirement imposed by this

Article.

(1) Eligibility. To be eligible for the waiver in this subsection (h), the project shall:

(A) be located in a C-2 or C-3 District;

(B) contain any of the following uses: Hotel, Restaurant, Bar, Outdoor Activity, or

Entertainment;

(C) submit a complete Development Application on or before December 31, 2026,

including any projects that have obtained Final Approval prior to the effective date of the ordinance in

Board File No. 230764 that have not already paid development impact fees.

(2) Extent of Waiver. The waiver in this subsection (h) shall be limited to development

impact fees or development impact requirements for the establishment of any new Gross Floor Area of

the Hotel, Restaurant, Bar, Outdoor Activity, or Entertainment Use.

(3) Sunset. This subsection (h) shall expire by operation of law on December 31, 2026,

unless the duration of the subsection has been extended by ordinance effective on or before that date.

Upon expiration, the City Attorney shall cause subsection (h) to be removed from the Planning Code.

SEC. 409. CITYWIDE DEVELOPMENT FEE REPORTING REQUIREMENTS AND
COST INFLATION FEE ADJUSTMENTS.

* ok ok ok

(b) Annual Development Fee tnfrastructure-Coenstruction-Cost Inflation
Adjustments. Prior to issuance of the Citywide Development Fee and Development Impact
Requirements Report referenced in subsection (a) above, the Controller shall review the
amount of each development fee established in the Planning Code and, with the exception of
the Inclusionary Affordable Housing Fee in Section 415 et seq., shall adjust the dollar amount

of any development fee by two percent on an annual basis every January 1 based-selely-on the
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Estimate-shall-be-updated-no-later-than-November-1-every-year; in order to establish maintain a

reasonablye estimate conservative connection between construction costs and development fees ef

construction-costinflation for the next calendar year for a mix of public infrastructure and

facilities in San Francisco.

- The Planning

Department and the Development Fee Collection Unit at DBI shall provide notice of the

Controller's development fee adjustments, ircluding-the-Annuval-thfrastructure-Construction-Cost
Inflation-Estimate-formula-used-to-caleulate- the-adjustment-and MOHCD’s separate adjustment of

the Inclusionary Affordable Housing Fee on the Planning Department and DBI websites and to
any interested party who has requested such notice at least 30 days prior to the adjustment
taking effect each January 1. The Inclusionary Affordable Housing Fee shall be adjusted

under the procedures established in Section 415.5(b)(3).

Section 4. The San Francisco Building Code is hereby amended by revising Section

107A.13, to read as follows:

107A.13 Development impact and in-lieu fees.
107A.13.1 Definitions.

(@) The following definitions shall govern interpretation of this Section:

* % % %
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(10) “Neighborhood Infrastructure Seed Fund” shall mean the fund or funds
established by the Controller’s Office for the purpose of collecting the 20 percent pre-paid
portion of the development fees intended to fund pre-development work on any neighborhood
infrastructure project funded by any of the six neighborhood infrastructure impact development
fees listed in Subsection 107A.13.13.1. In addition, third-party grant monies or loans may also
be deposited into this fund for the purpose of funding pre-development or capital expenses to
accelerate the construction start times of any neighborhood infrastructure project funded by
any of the six neighborhood infrastructure impact development fees listed in Subsection

107A.13.13.1. 1

* % % %

107A.13.2 Collection by Department. The Department shall be responsible 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.

(a) All development impact or in-lieu fees owed for a development project shall be
paid by the protect 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.
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(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 Fee deferral program;-developmentfee-deferral-surcharge. A project

sponsor may elect to defer payment of any development impact or in-lieu fee, excluding any

fees that must be deposited into the Citywide Affordable Housing Fund (Administrative Code Section

10.100-49), collected by the Department to a due date prior to issuance by the Department of
the first certificate of occupancy; provided, however, that the project sponsor shall pay 15

percent of the total amount of the development fees owed, excluding any fees that must be

deposited into the Citywide Affordable Housing Fund (Administrative Code Section 10.100-49), prior

to issuance of the first construction document. If a project is subject to one of the six
neighborhood infrastructure impact development fees listed in Subsection 107A.13.3.1.1, the
project sponsor shall pay 20 percent of the total amount of the development fees owed prior to
issuance of the first construction document. These pre-paid funds shall be deposited as
provided in Subsection 107A.13.3.1.1 below. A project sponsor that has not obtained its First

Construction Document received-project-approval prior to July-1-2010-the Effective Date of the

ordinance in Board File No. 230764 and has not yet paid a development impact or in-lieu fee

may elect to defer payment under the provisions of this Section notwithstanding a condition of
approval that required the fee to be paid prior to issuance of a-building-or-site-permit-the First

Construction Document.

This option to defer payment may be exercised by {3} submitting a deferral request 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-Surcharge. This
deferral option shall not be available to a project sponsor who paid the fee prior to the

operative-Effective Date of July-1,-20610 the ordinance in Board File No. 230764; the project

sponsor’s reapplication for a building or site permit after expiration of the original permit and
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refund of the development fees paid shall not authorize the project sponsor to elect the
deferral option.

extendsit:

107A.13.3.1.1 Deposit of pre-paid portion of deferred development fees. If a
development project is not subject to one of the six neighborhood infrastructure impact fees
listed below, the pre-paid portion of the development fees shall be deposited into the
appropriate fee account. If there is more than one fee account, the pre-paid portion of the fees
shall be apportioned equally.

If a development project is subject to one of the six neighborhood infrastructure impact
development fees listed below, the entire 20 percent development fee pre-payment shall be
deposited in the appropriate neighborhood infrastructure impact fee account. These pre-paid
funds shall be dedicated solely to replenishing the Neighborhood Infrastructure Seed Fund for
that specific neighborhood infrastructure impact fee account. In no event shall a neighborhood
infrastructure impact fee specific to one Area Plan be mixed with neighborhood infrastructure
impact fees specific to a different Area Plan. If the 20 percent development fee pre-payment
exceeds the total amount owed for the neighborhood infrastructure impact fee account, the
remaining pre-paid portion of the 20 percent development fee pre-payment shall be
apportioned equally among the remaining applicable development fees.

The neighborhood infrastructure development fees subject to the 20 percent pre-
payment provision of this Subsection 107A.13.3.1.1 are as follows: (1) the Rincon Hill
Community Infrastructure Impact Fee, as set forth in Planning Code Section 418.3(b)(1); (2)
the Visitacion Valley Community Facilities and Infrastructure Fee, as set forth in Planning
Code Section 420.3(b); (3) the Market and Octavia Community Infrastructure Fee, as set forth
in Planning Code Section 421.3(b); (4) the Balboa Park Community Infrastructure Impact Fee,

as set forth in Planning Code Section 422.3(b); (5) the Eastern Neighborhoods Infrastructure
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Impact Fee, as set forth in Planning Code Section 423.3(b); ard (6) the Van Ness and Market
Neighborhood Infrastructure Impact Fee, as set forth in Planning Code Section 424.3(b)(ii);

and (7) the Central SoMa Infrastructure Impact Fee, as set forth in Planning Code Section 433.

107A.13.3.2 Reserved. Paym
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Section 5. Atrticle 4 of the Planning Code is hereby amended by revising Sections

401A, 411A.1, 411A.6,412.1, 412.4, 413.1, 414.1, 414A.1, 418.1, 420.1, 421.1, 422.1, 423.1,
424.1,424.6.1, 424.7.1, 430, 433.1, and 435.1, to read as follows:

SEC. 401A. FINDINGS.

(a) General Findings. The Board makes the following findings related to the fees
imposed under Article 4.

(1) Application. The California Mitigation Fee Act, Government Code Section

66000 et seq. may apply to some or all of the fees in this Article 4. While the Mitigation Fee
Act may not apply to all fees, the Board has determined that general compliance with its
provisions is good public policy in the adoption, imposition, collection, and reporting of fees
collected under this Article 4. By making findings required under the Act, including the findings
in this Subsection and findings supporting a reasonable relationship between new
development and the fees imposed under this Article 4, the Board does not make any finding

or determination as to whether the Mitigation Fee Act applies to all of the Article 4 fees.
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(2) Timing of Fee Collection. For any of the fees in this Article 4 collected
prior to the issuance of the certificate of occupancy, the Board of Supervisors makes the
following findings set forth in California Government Code Section 66007(b): the Board of
Supervisors finds, based on information from the Planning Department in Board File No.
150149, that it is appropriate to require the payment of the fees in Article 4 at the time of
issuance of the first construction document because the fee will be collected for public
improvements or facilities for which an account has been established and funds appropriated
and for which the City has adopted a proposed construction schedule or plan prior to the final
inspection or issuance of the certificate of occupancy or because the fee is to reimburse the
City for expenditures previously made for such public improvements or facilities.

(3) Administrative Fee. The Board finds, based on information from the
Planning Department in Board File No. 150149, that the City agencies administering the fee
will incur costs equaling 5% or more of the total amount of fees collected in administering the
funds established in Article 4. Thus, the 5% administrative fee included in the fees in this
Article 4 do not exceed the cost of the City to administer the funds.

(b) Specific Findings. The Board of Supervisors has reviewed the San Francisco

Citywide Nexus Analysis prepared-by-AECOM-dated-March-2014 (“Nexus Analysis”); and the San

Francisco Infrastructure Level of Service Analysis (““Level of Service Analysis”)-prepared-by

dated-May—2015, both on file with the Clerk of the Board in Files Nos. 230764-150149-and-150790;

and adopts the findings and conclusions of those studies, specifically the sections of those
studies establishing levels of service for and a nexus between new development and five four
infrastructure categories: Recreation and Open Space, Childcare, Streetscape-and-Pedestrian
Infrastructure, Bieyele-nfrastruecture; Complete Streets, and Transit Infrastructure. The Board of

Supervisors finds that, as required by California Government Code Section 66001, for each
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infrastructure category analyzed, the Nexus Analysis and Infrastructure Level of Service
Analysis: identify the purpose of the fee; identify the use or uses to which the fees are to be

put, including a reasonable level of service; determine how there is a reasonable relationship

between the fee's use and the type of development project on which the fee is imposed,;
determine how there is a reasonable relationship between the need for the public facility and
the type of development project on which the fee is imposed; and determine how there is a
reasonable relationship between the amount of the fee and the cost of the public facility or
portion of the facility attributable to the development. Specifically, as discussed in more detail
in and supported by the Nexus Analysis and Infrastructure Level of Service Analysis the
Board adopts the following findings:

(1) Recreation and Open Space Findings.

(A) Purpose. The fee will help maintain adequate park capacity required to
serve new service population resulting from new development.

(B) Use. The fee will be used to fund projects that directly increase park
capacity in response to demand created by new development. Park and recreation capacity
can be increased either through the acquisition of new park land, or through capacity
enhancements to existing parks and open space. Examples of how development impact fees
would be used include: acquisition of new park and recreation land; lighting improvements to
existing parks, which extend hours of operation on play fields and allow for greater capacity;
recreation center construction, or adding capacity to existing facilities; and converting passive
open space to active open space including but not limited to through the addition of trails, play
fields, and playgrounds.

(C) Reasonable Relationship. As new development adds more employment
and/or residents to San Francisco, it will increase the demand for park facilities and park

capacity. Fee revenue will be used to fund the acquisition and additional capacity of these
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park facilities. Each new development project will add to the incremental need for recreation
and open space facilities described above. Improvements considered in the Nexus Study are
estimated to be necessary to maintain the City's effective service standard.

(D) Proportionality. The new facilities and costs allocated to new development

are based on the existing ratio of the City's service population to acres of existing recreation and

date. The scale of the capital facilities and associated costs are proportional to the projected
levels of new development and the existing relationship between service population and
recreation and open space-infrastructure. The cost of the deferred maintenance required to
address any operational shortfall within the City's recreation and open space provision will not
be financed by development fees.

(2) Childcare Findings.

(A) Purpose. The fee will support the provision of childcare facility needs
resulting from an increase in San Francisco's residential and employment population.

(B) Use. The childcare impact fee will be used to fund capital projects related
to infant, toddler, and preschool-age childcare. Funds will pay for the expansion of childcare
slots for infant, toddler, and preschool children.

(C) Reasonable Relationship. New residential and commercial development in
San Francisco will increase the demand for infant, toddler and preschool-age childcare. Fee
revenue will be used to fund the capital investment needed for these childcare facilities.
Residential developments will result in an increase in the residential population, which results
in growth in the number of children requiring childcare. Commercial development results in an
increase of the employee population, which similarly require childcare near their place of
work. Improvements considered in this study are estimated to be necessary to maintain the

City's provision of childcare at its effective service standard.
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(D) Proportionality. The new-facHities-and costs allocated to new development
are based on estimated childcare demand generated by future development. existing-serviceratio-of

resident-children-of San-Francisco-employeesneeding-care. Capital costs required to provide these

childcare spaces to accommodate the new population are based on the City’s cost of funding new

childcare facilities and assigned to new housing units and new non-residential development on a per-

square-foot basis. The scale of the capital facilities and associated costs are directly

proportional to the expected levels of new development and the corresponding increase in

childcare demands.

(3) Complete Streets Streetscape-and-Pedestrian tnfrastructure Findings. Fhe

(A) Purpose. “Complete Streets” encompass sidewalk improvements, such as

lighting, landscaping, and safety measures, and sustainable street elements more broadly, including

bike lanes, sidewalk paving and gutters, lighting, street trees and other landscaping, bulb-outs, and

curb ramps. The primary purpose of the Complete Streets streetscape-and-pedestrian-tnfrastructure

development impact fee is to fund capital investments in bicycle, streetscape, and pedestrian

infrastructure to accommodate the growth in street activity.

(B) Use. The streetscape-infrastructure Complete Streets fees will be used to

implement the Better Streets Plan (2010), on file in Board File No. 230764, including enhancement of

the pedestrian network in the areas surrounding new development — whether through
sidewalk improvements, construction of complete streets, or pedestrian safety improvements

— and development of new premium bike lanes, upgraded intersections, additional bicycle parking, and

new bicycle sharing program stations.
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(C) Reasonable Relationship. New residential and non-residential development

brings an increased demand for new or expanded and improved Complete Streets infrastructure. This

relationship between new development, an influx of residents and workers, and a demand for complete

streets infrastructure provides the nexus for an impact fee. Complete Streets impact fees, imposed on

new development, fund the construction of new and enhanced complete streets infrastructure for the

additional residents and workers directly attributable to new development. New-developmentin-San

(D) Proportionality. The fees allocated to new development are based on the
existing ratio of the City's service population to a conservative estimate of its current

streetscape-and-pedestrian Complete Streets infrastructure provision to date — in the form of

square feet of Complete Streets sidewalk per thousand service population units. The costs

associated with this level of improvement are drawn from the cost per square foot associated

strueture-constructing Complete Streets elements based on data from the San Francisco Planning

Department, Department of Public Works, Public Utilities Commission, and Municipal Transportation

Agency. Due to the locational variation in the cost of building Complete Street elements, the fee

calculation includes a 20 percent markup for the downtown area. The scale of the capital facilities

and associated costs are directly proportional to the expected levels of new development and

the existing relationship between service population and pedestrian Complete Streets

infrastructure. The cost of the deferred maintenance required to address any operational

shortfall is not allocated to be funded by new development.
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(54) Transit Infrastructure Findings.-See-Section-411A:

(A) Purpose. Transit Infrastructure funds will be used to meet the demand for transit capital

maintenance, transit capital facilities and fleet, and pedestrian and bicycle infrastructure generated by

new development in the City.

(B) Use. Transit Infrastructure fees will fund transit capital maintenance and transit capital

facilities to maintain the existing level of service. Revenues for capital maintenance operating costs will
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improve vehicle reliability to expand transit services. Revenues for capital facilities will be used for

transit fleet expansion, improvements to increase SFMTA transit speed and reliability, and

improvements to regional transit operators. Though the fees are calculated based on transit

maintenance and facilities, fee revenues may be used for pedestrian and bicycle improvements to

complement revenue from the Complete Streets fee, including Area Plan complete street fees.

(C) Reasonable Relationship. The Transit Infrastructure fee is reasonably related to the

financial burden that development projects impose on the City. As development generates new trips, the

SEMTA must increase the supply of transit services and therefore capital maintenance expenditures to

maintain the existing transit level of service. Development also increases the need for expanded transit

facilities due to increased transit and auto trips.

(D) Proportionality. The existing level of service for transit capital maintenance is based on

the current ratio of the supply of transit services (measured by transit revenue service hours) to the

level of transportation demand (measured by number of automobile plus transit trips). The fair share

cost of planned transit capital facilities is allocated to new development based on trip generation from

new development as a percent of total trip generation served by the planned facility, including existing

development. The variance in the fee by economic activity category based on trip generation, and the

scaling of the fee based on the size of the development project, supports proportionality between the

amount of the fee and the share of transit capital maintenance and facilities attributable to each

development project.

(65) Additional Findings. The Board finds that the Nexus Analysises-and Level of

Service Analysis-establish that the fees are less than the cost of mitigation and do not include

the costs of remedying any existing deficiencies. The City may fund the cost of remedying
existing deficiencies through other public and private funds. The Board also finds that the

Nexus Analysises-and Level of Service Analysis establish that the fees do not duplicate other City

requirements or fees. The Board further finds that there is no duplication in fees applicable on a
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Citywide basis and fees applicable within an Area Plan. Moreover, the Board finds that these fees

are only one part of the City's broader funding strategy to address these issues. Residential
and non-residential impact fees are only one of many revenue sources necessary to address

the City's infrastructure needs.

SEC. 411A.1. FINDINGS.

* % % %

(i) More recently, the City adopted the San Francisco Citywide Nexus Analysis (““Nexus

Analysis’) and the San Francisco Infrastructure Level of Service Analysis, both on file with the Clerk

of the Board in File No. 230764. The Nexus Analysis evaluated the TSF, in addition to other

transportation impact fees. In Section 401A, the Board adopted the findings and conclusions of those
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studies and the general and specific findings in that Section, specifically including the Transit

Infrastructure Findings, and incorporates those by reference herein to support the imposition of the

fees under this Section.

SEC. 411A.6. TSF EXPENDITURE PROGRAM.

As set forth in the FSF-Nexus Study-Analysis, on file with the Clerk of the Board of
Supervisors File No.-150790 230764,1 TSF funds may only be used to reduce the burden
imposed by Development Projects on the City's transportation system. Expenditures shall be

allocated as follows, giving priority to specific projects identified in the different Area Plans:

* % % %

SEC. 412.1. PURPOSE AND FINDINGS SUPPORTING DOWNTOWN PARK FEE.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-Mareh-2014 (“Nexus Analysis”), and the San

Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Marech-2014, both
on file with the Clerk of the Board in File No. 150149 230764 and, under Section 401A, adopts

the findings and conclusions of those studies and the general and specific findings in that
Section, specifically including the Recreation and Open Space Findings, and incorporates

those by reference herein to support the imposition of the fees under this Section.

SEC. 412.4. IMPOSITION OF DOWNTOWN PARK FEE REQUIREMENT.

* % % %

(b) Amount of Fee. The amount of the fee shall be $2 per square foot {thisfee-ameunt
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Register) of the Net Addition of Gross Floor Area of Office Use to be constructed as set forth in

the final approved building or site permit.

* % % %

SEC. 413.1. FINDINGS.

* % % %

(h) The Board of Supervisors has reviewed the Jobs Housing Nexus Analysis prepared

by-Keyser-Marsten-Associates;e—-dated-May-2019 (““Jobs Housing Nexus Analysis’), which is on
file with the Clerk of the Board in Board File No. 190548, and adopts the findings and

conclusions of that study, and incorporates the findings by reference herein to support the

imposition of the fees under Section 413.1 et seq.

SEC. 414.1. PURPOSE AND FINDINGS SUPPORTING CHILDCARE
REQUIREMENTS FOR OFFICE AND HOTEL DEVELOPMENT PROJECTS.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-Mareh-2014 (“Nexus Analysis”), and the San

Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Marech-2014, both
on file with the Clerk of the Board in File No. 230764156149 and, under Section 401A, adopts

the findings and conclusions of those studies and the general and specific findings in that
Section, specifically including the Childcare Findings, and incorporates those by reference

herein to support the imposition of the fees under this Section.

SEC. 414A.1. PURPOSE AND FINDINGS.

* % % %
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(b) Findings. ir-adepting-Ordinance-Ne-50-15-tThe Board of Supervisors reviewed the

San Francisco Citywide Nexus Analysis prepared-by-AECOM-dated-March-2014 (“Nexus
Analysis”), and the San Francisco Infrastructure Level of Service Analysis prepared-by-AECOM

dated-Mareh-2014, both on file with the Clerk of the Board of Supervisors in File No.
150149230764. The Board of Supervisors reaffirms the findings and conclusions of those
studies as they relate to the impact of residential development on childcare and hereby
readopts the-findings-contained-in Ordinance 50-15-inecluding the General Findings in Section
401A(a) of the Planning Code and the Specific Findings in Section 401A(b) of the Planning

Code relating to childcare.

SEC. 418.1. PURPOSE AND FINDINGS SUPPORTING RINCON HILL COMMUNITY
IMPROVEMENTS FUND AND SOMA COMMUNITY STABILIZATION FUND.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-Mareh-2014 (“Nexus Analysis”), and the San

Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Marech-2014, both
on file with the Clerk of the Board in File No. 150149 230764 and, under Section 401A, adopts

the findings and conclusions of those studies and the general and specific findings in that
Section, specifically including the Recreation and Open Space Findings and Complete Streets

findings, Pedestrian-and-Streetscape-Findings,and-Bicycle-tnhfrastructure-Findings and incorporates

those by reference herein to support the imposition of the fees under this Section.

The Board takes legislative notice of the findings supporting the fees in former Planning
Code Section 418.1 (formerly Section 318.1) and the materials associated with Ordinance No.
217-05 in Board File No. 050865. To the extent that the Board previously adopted fees in this

Area Plan that are not covered in the analysis of the 4four infrastructure areas analyzed in the
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Nexus Analysis, including but not limited to fees related to transit, the Board continues to rely

on its prior analysis and the findings it made in support of those fees.

* % % %

SEC. 420.1. PURPOSE AND FINDINGS SUPPORTING VISITACION VALLEY
COMMUNITY IMPROVEMENTS FEE AND FUND.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-Mareh-2014-(“Nexus Analysis”), and the San

Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Marech-2014, both
on file with the Clerk of the Board in File No. 150149 230764 and, under Section 401A, adopts

the findings and conclusions of those studies and the general and specific findings in that
Section, specifically including the Recreation and Open Space Findings,-Pedestrian-and
Streetscape Complete Streets Findings, and Childcare Findings, and-Bieyecle-tnfrastructure-Findings

and incorporates those by reference herein to support the imposition of the fees under this

Section.

The Board takes legislative notice of the findings supporting these fees in former
Planning Code Section 420.1 (formerly Section 318.10 et seq.) and the materials associated
with Ordinance No. 3-11 in Board File No. 101247. To the extent that the Board previously
adopted fees in this Area Plan that are not covered in the analysis of the 4four infrastructure
areas analyzed in the Nexus Analysis, including but not limited to tees related to transit, the

Board continues to rely on its prior analysis and the findings it made in support of those fees.

SEC. 421.1. PURPOSE AND FINDINGS SUPPORTING THE MARKET AND
OCTAVIA COMMUNITY IMPROVEMENTS FUND.
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* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-March-2014 (“Nexus Analysis”), and the San
Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Mareh2014,and

, both on file

with the Clerk of the Board in Files Nos. 230764 156349-and-150790; and, under Section 401A,
adopts the findings and conclusions of those studies and the general and specific findings in

that Section, specifically including the Recreation and Open Space Findings, Pedestrian-and
Streetscape Complete Streets Findings, Childcare Findings, Bieyele-tnfrastructure Findings; and

Transit Infrastructure Findings, and incorporates those by reference herein to support the

imposition of the fees under this Section.

SEC. 422.1. PURPOSE AND FINDINGS IN SUPPORT OF BALBOA PARK
COMMUNITY IMPROVEMENTS FUND.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-March-2014 (“Nexus Analysis”), and the San
Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Mareh2014,and

, both on file

with the Clerk of the Board in Files Nos. 230764 156349-anrd-150790; and, under Section 401A,
adopts the findings and conclusions of those studies and the general and specific findings in

that Section, specifically including the Recreation and Open Space Findings, Pedestrian-and
Streetscape Complete Streets Findings, Childcare Findings, Bieyele-tnfrastructure Findings; and

Transit Infrastructure Findings, and incorporates those by reference herein to support the

imposition of the fees under this Section.
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SEC. 423.1. PURPOSE AND FINDINGS SUPPORTING EASTERN
NEIGHBORHOODS IMPACT FEES AND COMMUNITY IMPROVEMENTS FUND.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-March-2014 (“Nexus Analysis”), and the San
Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Mareh2014,and

, both on file

with the Clerk of the Board in Files Nos. 230764 156349-anrd-1506790; and, under Section 401A,
adopts the findings and conclusions of those studies and the general and specific findings in

that Section, specifically including the Recreation and Open Space Findings, Pedestrian-and
Streetscape Complete Streets Findings, Childcare Findings, Bieyele-tnfrastructure Findings; and

Transit Infrastructure Findings, and incorporates those by reference herein to support the

imposition of the fees under this Section.

SEC. 424.1. FINDINGS SUPPORTING THE VAN NESS & MARKET AFFORDABLE
HOUSING AND NEIGHBORHOOD INFRASTRUCTURE FEE AND PROGRAM

* Kk

(b) Neighborhood Infrastructure. The Van Ness & Market Residential SUD enables
the creation of a very dense residential neighborhood in an area built for back-office and
industrial uses. Projects that seek the FAR bonus above the maximum cap would introduce a
very high localized density in an area generally devoid of necessary public infrastructure and
amenities, as described in the Market and Octavia Area Plan. While envisioned in the Plan,
such projects would create localized levels of demand for open space, streetscape

improvements, and public transit above and beyond the levels both existing in the area today
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and funded by the Market and Octavia Community Improvements Fee. Such projects also
entail construction of relatively taller or bulkier structures in a concentrated area, increasing
the need for offsetting open space for relief from the physical presence of larger buildings.
Additionally, the FAR bonus provisions herein are intended to provide an economic incentive
for project sponsors to provide public infrastructure and amenities that improve the quality of
life in the area. The bonus allowance is calibrated based on the cost of responding to the
intensified demand for public infrastructure generated by increased densities available
through the FAR density bonus program.

The Board of Supervisors has reviewed the San Francisco Citywide Nexus Analysis

prepared-by- AECOM-dated-Mareh-2014 (“Nexus Analysis”), and the San Francisco Infrastructure

Level of Service Analysis pre

Sustainabihity-Fee-Nexus-Study-(FSF-Nexus-Study)-dated-May;-2015, both on file with the Clerk of
the Board in Files Nos. 230764 150149-and-150790; and, under Section 401A, adopts the

findings and conclusions of those studies and the general and specific findings in that Section,

specifically including the Recreation and Open Space Findings, Pedestrian-and-Streetscape
Complete Streets Findings, Childcare Findings, Bieyele-tnfrastructureFindings; and Transit

Infrastructure Findings, and incorporates those by reference herein to support the imposition of

the fees under this Section.

SEC. 424.6.1. FINDINGS.

(a) General. Existing public park and recreational facilities located in the downtown
area are at or approaching capacity utilization by the population of the area. There is
substantial additional population density, both employment and residential, planned and
projected in the Transit Center District. This district, more than other parts of the downtown, is

lacking in existing public open space amenities to support population growth. The need for
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additional public park and recreation facilities in the downtown area, and specifically in the
Transit Center District, will increase as the population increases due to continued office, retail,
institutional, and residential development. Additional population will strain and require
improvement of existing open spaces both downtown and citywide, and will necessitate the
acquisition and development of new public open spaces in the immediate vicinity of the
growth areas. While the open space requirements imposed on individual commercial
developments address the need for plazas and other local outdoor sitting areas to serve
employees and visitors in the districts, and requirements imposed on individual residential
developments address the need for small-scale private balconies, terraces, courtyards or
other minor common space such as can be accommodated on individual lots, such open
space cannot provide the same recreational opportunities as a public park. In order to provide
the City and County of San Francisco with the financial resources to acquire and develop
public park and recreation facilities necessary to serve the burgeoning population in the
downtown area, a Transit Center District Open Space Fund shall be established as set forth

herein. The Board of Supervisors adopts the findings of the Bewntewn-Open-Space-Nexus-Study

the San Francisco Citywide Nexus Analysis (““Nexus Analysis’’), on file with the Clerk of the Board in

File No. 230764, in accordance with the California Mitigation Fee Act, Government Code

Section 66001 (a)-en-fHe-with-the-Clerk-of the Board-in-Fle No—.

(b) Transit Center District Open Space Impact Fee. Development impact fees are
an effective approach to mitigate impacts associated with growth in population. The proposed
Transit Center District Open Space Impact Fee shall be dedicated to fund public open space
improvements in the Transit Center District Plan Area and adjacent downtown areas that will
provide direct benefits to the property developed by those who pay into the fund, by providing

necessary open space improvements needed to serve new development.
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The Planning Department has calculated the fee rate using accepted professional

methods for calculating such fees. The calculations are described fully in the Nexus Analysis,

file with the Clerk of the Board in File No. 230764.

The proposed fee, in combination with the Downtown Park Fee established in Section

412 et se(., isless-thanthe-maximumjustified-fee-amountas-caleulated-by-the Downtown-Open-Space
Nexus-Study is supported by the Nexus Analysis. While no project sponsor would be required to

pay more than the maximum amount justified for that project as calculated in the Nexus
Study, the Transit Center District Open Space Fee is tiered such that denser projects are
assessed higher fees because it is economically feasible for such projects to pay a higher
proportion of the maximum justified amount. The proposed fee covers impacts caused by new
development only and is not intended to remedy existing deficiencies. The cost to remedy
existing deficiencies will be paid for by public, community, and other private sources as

described in the Downtewn-Open-Space-Nexus-Study Nexus Analysis and the Transit Center

District Plan Program Implementation Document. Impact fees are only one of many revenue

sources funding open space in the Plan Area.

SEC. 424.7.1. FINDINGS.

(a) General. New development in the Transit Center District Plan area will create
substantial new burdens on existing streets and transportation systems and require the need
for new and enhanced transportation services and improvements to rights-of-way for all
modes of transportation. The downtown is a very dense urban environment with limited
roadway capacity and is already substantially congested and impacted by existing patterns of
movement. To accommodate the substantial growth anticipated in the Transit Center District

Plan Area, public transit investments must be made, circulation patterns adjusted, and limited
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right-of-way space reallocated such that trips to and through the area are primarily made by
public transit, walking, bicycling, and carpooling and such that these modes are enabled to
maintain or improve efficiency and attractiveness in the face of increasing traffic congestion.
The Transit Center District Plan identified necessary investments and improvements to
achieve these modal objectives and ensure that growth in trips resulting from new
development and population increase in the Plan area does not degrade existing services.

The San Francisco Citywide Nexus Analysis (““Nexus Analysis’), FransitCenter-BistrictPlan

J-on file with

the Clerk of the Board in File No. 230764, calculated the proportional share of the cost of
these improvements attributable to new growth based on accepted professional standards.
The investments and improvements identified in the Transit Center District Plan and allocated
in the nexus study are distinct and in addition to improvements and services related to the
Transit Impact Development Fee (TIDF) imposed by Section 411 et seq. Whereas the TIDF
funds improvements to SFMTA Municipal Railway public transit services and facilities to
provide sufficient capacity required to serve new development, the Transit Center District
Transportation and Street Improvement Fee covers impacts of new development in the
District on regional transit services and facilities that are distinct from and in addition to the
need for SFMTA public transit services, and that will not funded by the TIDF, including
necessary improvements to area streets to facilitate increases in all modes of transportation
due to development, including walking, bicycling, and carpooling, and to regional transit
facilities, including the Downtown Rail Extension and downtown BART stations. The Board
finds that there is no duplication in these two fees. To provide the City and County of San
Francisco and regional transit agencies with the financial resources to provide transportation
facilities and street improvements necessary to serve the burgeoning population of downtown

San Francisco, a Transit Center District Transportation and Street Improvement Fund shall be
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established as set forth herein. The Board of Supervisors adopts the findings of the Bewntown
Open-Space-Nexus-Study Nexus Analysis, in accordance with the California Mitigation Fee Act,
Government Code Section 66001 (a)-on-file-with-the Clerk-of-the Board-in-File No—.

(b) Transit Center District Transportation and Street Improvement Impact Fee.
Development impact fees are an effective approach to mitigate impacts associated with
growth in population. The proposed Transit Center District Transportation and Street
Improvement Impact Fee shall be dedicated to public transportation and public street
improvements in the Transit Center District Plan Area and adjacent downtown areas that will
provide direct benefits to the property developed by those who pay into the fund, by providing
necessary transportation and street improvements needed to serve new development.

The fee rate has been calculated by the Planning Department based on accepted

professional methods for the calculation of such fees, and described fully in the Nexus Analysis,

Department-Case-No-—2007-0558U on file with the Clerk of the Board in File No. 230764.

The proposed fee established in Sections 424.7 et seq., is less than the maximum

justified fee amount as calculated by the Fransit-Center-District Fransportation-and-Street
Improvement-Nexus-Study Nexus Analysis necessary to provide transportation and street

improvements to increasing population in the area. While no project sponsor would be
required to pay more than the maximum amount justified for that project as calculated in the
Nexus Study, the Transit Center District Transportation and Street Improvement Fee is tiered
such that denser projects are assessed higher fees because it is economically feasible for
such projects to pay a higher proportion of the maximum justified amount. The proposed fee
covers only the demand for transportation and street improvements created by new
development and is not intended to remedy existing deficiencies. The cost to remedy existing

deficiencies will be paid for by public, community, and other private sources as described in
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the Fransit-Center-District Transportation-and-Street-Improvement-Nexus-Study Nexus Analysis and

the Transit Center District Plan Implementation Document. Impact fees are only one of many

revenue sources necessary to provide transportation and street improvements in the Plan

Area.

SEC. 430. BICYCLE PARKING IN LIEU FEE.
(b) Amount of Fee. The amount of the in lieu fee shall be $400 per Class 2 bicycle

parking space. This fee shall be adjusted pursuant to Sections 409 and-410 of this Code.

* % % %

SEC. 433.1. PURPOSE-AND FINDINGS.

* % % %

(b) Findings. The Board of Supervisors has reviewed the San Francisco Citywide

Nexus Analysis prepared-by-AECOM-dated-March-2014 (“Nexus Analysis”), and the San
Francisco Infrastructure Level of Service Analysis prepared-by-AECOM-dated-Mareh2014,and

, both on file

with the Clerk of the Board in Files Nos. 230764 156149-and-150790; and, under Section 401A,
adopts the findings and conclusions of those studies and the general and specific findings in

that Section, specifically including the Recreation and Open Space Findings, Pedestrian-and
Streetscape Complete Streets Findings, Childcare Findings, Bieyele-tnfrastructure Findings; and

Transit Infrastructure Findings, and incorporates those by reference herein to support the

imposition of the fees under this Section.
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SEC. 435.1 PURPOSE-AND FINDINGS SUPPORTING UNION SQUARE PARK,
RECREATION, AND OPEN SPACE FEE.

* % % %

(b) Findings. The Board of Supervisors has reviewed the Dewntewn-San-Francisce

Apri-13.-2012 San Francisco Citywide Nexus Analysis (“Nexus StudyAnalysis”), on file with the

Clerk of the Board of Supervisors in File No. 230764180916. In accordance with the California

Mitigation Fee Act, Government Code Section 66001(a), the Board of Supervisors adopts the

findings and conclusions of that study, and incorporates those findings and conclusions by

reference to support the imposition of the fees under this Section.

Section 6. Effective Date. This ordinance shall become effective 30 days after
enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisors overrides the Mayor’s veto of the ordinance.

Section 7. Scope of Ordinance. In enacting this ordinance, the Board of Supervisors
intends to amend only those words, phrases, paragraphs, subsections, sections, articles,
numbers, punctuation marks, charts, diagrams, or any other constituent parts of the Municipal
Code that are explicitly shown in this ordinance as additions, deletions, Board amendment
additions, and Board amendment deletions in accordance with the “Note” that appears under

the official title of the ordinance.

Section 8. Severability. If any section, subsection, sentence, clause, phrase, or word

of this ordinance, or any application thereof to any person or circumstance, is held to be
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invalid or unconstitutional by a decision of a court of competent jurisdiction, such decision
shall not affect the validity of the remaining portions or applications of the ordinance. The
Board of Supervisors hereby declares that it would have passed this ordinance and each and
every section, subsection, sentence, clause, phrase, and word not declared invalid or
unconstitutional without regard to whether any other portion of this ordinance or application

thereof would be subsequently declared invalid or unconstitutional.

Section 9. No Conflict with Federal or State Law. Nothing in this ordinance shall be
interpreted or applied so as to create any requirement, power, or duty in conflict with any

federal or state law.

APPROVED AS TO FORM:
DAVID CHIU, City Attorney

By: /s/ Giulia Gualco-Nelson
GIULIA GUALCO-NELSON
Deputy City Attorney

n:\legana\as2023\2300035\01689589.docx
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FILE NO. 230764

LEGISLATIVE DIGEST
(Substituted 7/11/23)

[Planning, Building Codes - Development Impact Fee Indexing, Deferral, and Waivers;
Adoption of Nexus Study]

Ordinance amending the Planning Code to 1) modify the annual indexing of certain
development impact fees, with the exception of inclusionary housing fees; 2) provide
that the type and rates of applicable development impact fees, with the exception of
inclusionary housing fees, shall be determined at the time of project approval; 3)
exempt eligible development projects in PDR (Production, Distribution, and Repair)
Districts, and the C-2 (Community Business) and C-3 (Downtown Commercial) Zoning
Districts from all development impact fees for a three-year period; 4) allow payment of
development impact fees, with the exception of fees deposited in the Citywide
Affordable Housing Fund, to be deferred until issuance of the first certificate of
occupancy; and 5) adopt the San Francisco Citywide Nexus Analysis supporting
existing development impact fees for recreation and open space, childcare facilities,
complete streets, and transit infrastructure and making conforming revisions to Article
4 of the Planning Code; amending the Building Code to allow payment of development
impact fees, with the exception of fees deposited in the Citywide Affordable Housing
Fund, to be deferred until issuance of the first certificate of occupancy and repealing
the fee deferral surcharge; affirming the Planning Department’s determination under
the California Environmental Quality Act; making findings of consistency with the
General Plan, and the eight priority policies of Planning Code, Section 101.1; and
making findings of public necessity, convenience, and welfare pursuant to Planning
Code, Section 302.

Existing Law

The Mitigation Fee Act (California Government Code Section 66000 et seq.) requires that
public agencies make certain findings to support the imposition of development impact fees.
Article 4 of the Planning Code contains the City’s development impact fees. Many of these
fees are assessed on a citywide or neighborhood basis for the following infrastructure
categories: recreation and open space, childcare, streetscape and pedestrian infrastructure,
bicycle infrastructure, and transit infrastructure. Planning Code Section 410 requires that the
Planning Department and the Controller undertake a comprehensive evaluation of
development fees every five years.

Pursuant to Planning Code Section 409, the Controller is charged with reviewing development
impact fees and adjusting the fees annually on January 1. With the exception of the
Inclusionary Affordable Housing Fee set forth in Planning Code Section 415 et seq.,
development impact fees are adjusted according to the Annual Infrastructure Construction
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Cost Inflation Estimate (“AICCIE”). The applicable AICCIE rate is determined by the Office of
the City Administrator’s Capital Planning Group.

The procedure for assessment and collection of development impact fees is set forth in
Planning Code Section 402 and Building Code Section 107A.13. Currently, development
impact fees are assessed at time of building permit or site permit, and payment of the fees is
due prior to the issuance of the first construction document. Fees continue to escalate per the
AICCIE until the project sponsor pays the fees. Previously, under Building Code Section
107A.13.3, developers could defer payment of development impact fees until time of first
certificate of occupancy, upon payment of a deferral fee surcharge. That deferral program
expired on July 1, 2013.

Amendments to Current Law

This ordinance would modify the indexing, assessment, and time of payment for development
impact fees; waive fees for certain development projects in the C-2 and PDR Districts; and
adopt the Citywide Nexus Analysis supporting existing development impact fees for recreation
and open space, childcare facilities, complete streets, and transit infrastructure.

Development Fee Indexing (Planning Code Section 409):

The ordinance would replace the existing AICCIE method of annual fee escalation with a flat
2% escalation rate. The ordinance would not change indexing of the inclusionary housing fee
(Section 415 et seq.).

Development Fee Assessment (Planning Code Section 402(e)):
The ordinance would freeze the applicability and rates of development impact fees, with the
exception of inclusionary housing fees under Section 415 et seq., at the following milestones:

Project Type Fee Assessment Milestone

Projects approved after the effective date of | No further fee escalation or applicable new

ordinance fees after time of Final Approval, as defined
in the ordinance

Projects approved, but have not yet received | No further fee escalation or applicable new

site permit, before the effective date of fees after the effective date of the ordinance

ordinance

Projects that received first site or building Fees assessed at time of first site or building

permit before effective date of ordinance permit

Projects subject to a development Fees assessed pursuant to the development

agreement executed before the effective agreement and no later than the earlier of

date of ordinance site or building permit issuance

Projects subject to a development Fees assessed at the earlier of site or

agreement executed on or after the effective | building permit issuance, unless otherwise

date of ordinance agreed by the parties
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This ordinance would provide that in the event of a conflict between Section 402 and a
development agreement, the terms of the development agreement shall govern.

Development Fee Reassessment for Project Modifications, Extensions, and Renewals

(Planning Code Section 402(e)):

If a development project requires a modification, renewal, or extension, the ordinance would
prescribe procedures for reassessing development impact fees, with the exception of
inclusionary housing fees under Section 415 et seq. A legislatively-authorized reduction in
fees would not trigger reassessment of fees for the project, unless such a project also

requires a modification, renewal, or extension.

In the event of a modification, renewal, or extension, the Planning Department would reassess

fees as follows:

Project Type

Reassessment

Projects increasing Gross Floor Area of a
use

Types of fees in effect at time of Project
Approval would continue to apply, but rates
of fees in effect at time of modification would
be assessed on the new or additional Gross
Floor Area

Projects reducing Gross Floor Area

Types and rates of fees in effect at time of
Final Approval assessed on the remaining
Gross Floor Area

Projects increasing or reducing Gross Floor
Area that trigger applicability of new fees or
different rates

Entire project square footage is subject to
the types of fees in effect at time Final
Approval, but rate in effect at the time of
modification would apply

Projects receiving a renewal or extension

Types and rates of fees in effect at time of
modification assessed on the entire project
square footage

The procedures governing reassessment after modification, renewal, or extension would also
apply to projects subject to a development agreement, unless the development agreement

provides otherwise.

Development Fee Collection (Building Code Section 107A.13.3.1 and Planning Code Section

403):

The ordinance would enable project sponsors to defer payment of development impact fees,
with the exception of fees that must be deposited into the Citywide Affordable Housing Fund.

Specifically, the ordinance would:

e require payment of 15 to 20% of the total development impact fees prior to issuance of

the first construction document;
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e allow a project sponsor to defer payment of the balance of development impact fees
prior to issuance of the first certificate of occupancy;

e provide that fee deferral is available to project sponsors that have not yet paid a
development impact fee as of the effective date of this ordinance, notwithstanding a
condition of approval that required the fee to be paid prior to issuance of the first
construction document;

e provide that projects subject to a development agreement are also eligible for fee
deferral, unless the parties agree otherwise.

Development Impact Fee Waivers for PDR, C-2, and C-3 Districts (Planning Code Section
406):

This ordinance would also waive development impact fees for projects in the PDR Districts
that meet certain square footage and location requirements, contain no residential uses, and
submit a complete Development Application on or before December 31, 2026, including any
projects that obtain final approval prior to the effective date of the ordinance that have not
already paid development impact fees. In the PDR Districts, the fee waiver would be limited
to square footage devoted to Retail or PDR Uses.

In the C-2 and C-3 Districts, development impact fee waivers would be limited to square
footage devoted to any of the following uses: Hotel, Restaurant, Bar, Outdoor Activity, or
Entertainment. The waivers would be available to projects that submit a complete
Development Application on or before December 31, 2026, including any projects that obtain
final approval prior to the effective date of the ordinance that have not already paid
development impact fees.

Citywide Nexus Analysis Adoption and Code Updates:

The ordinance would adopt the Nexus Analysis and the San Francisco Infrastructure Level of
Service Analysis prepared by Hatch Associates Consultants, Inc., dated December 2021
(collectively “Nexus Study”), which support existing Citywide and neighborhood specific
development impact fees for four infrastructure categories: recreation and open space,
childcare, complete streets, and transit infrastructure. The ordinance contains findings that
the Nexus Study satisfies the requirements of the Mitigation Fee Act. This ordinance would
make conforming revisions to Article 4 of the Planning Code to reflect the updated Nexus
Study.

This ordinance does not establish, increase, or impose a development impact fee for the
purpose of the Mitigation Fee Act.

This ordinance does not modify any aspect of the Inclusionary Affordable Housing Fee, set
forth in Planning Code section 415 et seq.

n:\legana\as2023\2300035\01689592.docx
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City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689
Tel. No. (415) 554-5184
Fax No. (415) 554-5163
TDD/TTY No. (415) 554-5227

BOARD of SUPERVISORS

MEMORANDUM
Date: June 30, 2023
To: Planning Department / Commission
From: Erica Major, Clerk of the Land Use and Transportation Committee

Subiject: Board of Supervisors Legislation Referral - File No. 230764
Planning, Building Codes - Development Impact Fee Indexing, Deferral, and Waivers;
Adoption of Nexus Study

Not defined as a project under CEQA Guidelines

California Environmental Quality Act (CEQA) Determination sections 15378 and 16070(c)(2) because it would not
(California Public Resources Code, Sections 21000 et seq.) ©Sultin a direct or ipdirect physical change in the
Ordinance / Resolution 06/30/2023 @VM/](DQ&

O Ballot Measure -

Amendment to the Planning Code, including the following Findings:

(Planning Code, Section 302(b): 90 days for Planning Commission review)
O General Plan Planning Code, Section 101.1 Planning Code, Section 302

O Amendment to the Administrative Code, involving Land Use/Planning
(Board Rule 3.23: 30 days for possible Planning Department review)

O General Plan Referral for Non-Planning Code Amendments

(Charter, Section 4.105, and Administrative Code, Section 2A.53)

(Required for legislation concerning the acquisition, vacation, sale, or change in use of
City property; subdivision of land; construction, improvement, extension, widening,
narrowing, removal, or relocation of public ways, transportation routes, ground, open
space, buildings, or structures; plans for public housing and publicly-assisted private
housing; redevelopment plans; development agreements; the annual capital expenditure
plan and six-year capital improvement program; and any capital improvement project or
long-term financing proposal such as general obligation or revenue bonds.)

O Historic Preservation Commission
O Landmark (Planning Code, Section 1004.3)
O Cultural Districts (Charter, Section 4.135 & Board Rule 3.23)
O Mills Act Contract (Government Code, Section 50280)
O Designation for Significant/Contributory Buildings (Planning Code, Article 11)

Please send the Planning Department/Commission recommendation/determination to Erica
Major at Erica.Major@sfgov.org.
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BUILDING INSPECTION COMMISSION (BIC)

London N. Breed
Mayor

COMMISSION

Alysabeth Alexander-
Tut
Interim President

Evita Chavez
Bianca Neumann
Earl Shaddix
Angie Sommer
Kavin Williams

Sonya Harris
Secretary

Monigue Mustapha
Asst. Secretary

Patrick O’Riordan,
C.B.O., Director

Department of Building Inspection

Voice (628) 652 -3510

49 South Van Ness Avenue, 5" Floor San Francisco, California 94103

July 19, 2023

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

Dear Ms. Calvillo:

RE: File No. 230764-2

Ordinance amending the Planning Code to 1) modify the annual indexing of
certain development impact fees, with the exception of inclusionary housing
fees;2) provide that the type and rates of applicable development impact fees,
with the exception of inclusionary housing fees, shall be determined at the time
of project approval; 3) exempt eligible development projects in PDR
(Production, Distribution, and Repair) Districts, and the C-2 (Community
Business) and C-3 (Downtown Commercial) Zoning Districts from all
development impact fees for a three-year period; 4) allow payment of
development impact fees, with the exception of fees deposited in the Citywide
Affordable Housing Fund, to be deferred until issuance of the first certificate of
occupancy; and 5) adopt the San Francisco Citywide Nexus Analysis
supporting existing development impact fees for recreation and open space,
childcare facilities, complete streets, and transit infrastructure and making
conforming revisions to Article 4 of the Planning Code; amending the Building
Code to allow payment of development impact fees, with the exception of fees
deposited in the Citywide Affordable Housing Fund, to be deferred until
issuance of the first certificate of occupancy and repealing the fee deferral
surcharge; affirming the Planning Department’s determination under the
California Environmental Quality Act; making findings of consistency with the
General Plan, and the eight priority policies of Planning Code, Section 101.1;
and making findings of public necessity, convenience, and welfare pursuant to

Planning Code, Section 302.

The Code Advisory Committee (CAC) considered this Ordinance on July 12,
2023. The CAC voted to recommend that the Building Inspection
Commission (BIC) recommend approval of this Ordinance as written.



The Building Inspection Commission met and held a public hearing on July
19, 2023 regarding the proposed amendments to the Building Code
contained in Board File No. 230764-2. The Commissioners voted
unanimously to recommend approval of the ordinance.

Interim President Alexander-Tut Yes

Commissioner Chavez Yes
Commissioner Neumann Yes
Commissioner Shaddix Yes
Commissioner Sommer Yes
Commissioner William Yes

Should you have any questions, please do not hesitate to call me at (628) 652-3510.

Sincerely,

Monique Mustapha
Commission Secretary

cc: Patrick O’Riordan, Director
Mayor London N. Breed
Board of Supervisors
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July 14,2023

Ms. Angela Calvillo, Clerk
Honorable Mayor Breed

Board of Supervisors

City and County of San Francisco
City Hall, Room 244

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

Re: Transmittal of Planning Department Case Number 2023-005461PCA:
Impact Fee Ordinance
Board File No. 230764

Planning Commission Recommendation: Approval with Modification

Dear Ms. Calvillo and Mayor Breed,

On July 13,2023, the Planning Commission conducted a duly noticed public hearing at a regularly scheduled
meeting to consider the proposed Ordinance, introduced by Mayor Breed that would amend Planning Code to
modify the annual indexing of certain development impact fees, except for inclusionary housing fees, in addition
to other related amendments. At the hearing the Planning Commission recommended approval with
modification.

The Commission’s proposed modifications were as follows:

1. Eliminate development impact fees assessed on changes of use throughout the Planning Code.

The proposed amendments are not defined as a project under CEQA Guidelines Section 15060(c) and 15378
because they do not result in a physical change in the environment.

Mayor Breed, please advise the City Attorney at your earliest convenience if you wish to incorporate the changes
recommended by the Commission.

Please find attached documents relating to the actions of the Commission. If you have any questions or require
further information, please do not hesitate to contact me.
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Sincerely,

A

Aaron D. Starr
Manager of Legislative Affairs

cc Giulia Gualco-Nelson, Deputy City Attorney
Lisa Gluckstein, Aide to Mayor Breed
Erica Major, Office of the Clerk of the Board

Attachments:
Planning Commission Resolution
Planning Department Executive Summary

Plahning

Impact Fee Ordinance
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PLANNING COMMISSION
RESOLUTION NO. 21354

JULY 13,2023

Project Name: Planning, Building Codes- DevelopmentImpact Fee Indexing, Deferral, and Waivers; Adoption of

Nexus
Case Number:  2023-005461PCA [Board File No. 230764]
Initiated by: Mayor Breed / Introduced June 27, 2023; Substituted July 11, 2023

Staff Contact: Daniel A. Sider, AICP
dan.sider@sfgov.org, 628-652-7539

RESOLUTION APPROVING WITH MODIFICATION A PROPOSED ORDINANCE THAT WOULD AMEND THE
PLANNING CODE TO 1) MODIFY THE ANNUAL INDEXING OF CERTAIN DEVELOPMENT IMPACT FEES, WITH
THE EXCEPTION OF INCLUSIONARY HOUSING FEES; 2) PROVIDE THAT THE TYPE AND RATES OF
APPLICABLE DEVELOPMENT IMPACT FEES, WITH THE EXCEPTION OF INCLUSIONARY HOUSING FEES,
SHALL BE DETERMINED AT THE TIME OF PROJECT APPROVAL; 3) EXEMPT ELIGIBLE DEVELOPMENT
PROJECTS IN PDR (PRODUCTION, DISTRIBUTION, AND REPAIR) DISTRICTS AND THE C-2 (COMMUNITY
BUSINESS) DISTRICT AND C-3 (DOWNTOWN) DISTRICTS FROM ALL DEVELOPMENT IMPACT FEES FOR A
THREE-YEAR PERIOD; 4) ALLOW PAYMENT OF DEVELOPMENT IMPACT FEES, WITH THE EXCEPTION OF
FEES DEPOSITED IN THE CITYWIDE AFFORDABLE HOUSING FUND, TO BE DEFERRED UNTIL ISSUANCE OF
THE FIRST CERTIFICATE OF OCCUPANCY;AND 5) ADOPT THE SAN FRANCISCO CITYWIDE NEXUS ANALYSIS
SUPPORTING EXISTING DEVELOPMENT IMPACT FEES FOR RECREATION AND OPEN SPACE, CHILDCARE
FACILITIES, COMPLETE STREETS, AND TRANSIT INFRASTRUCTURE AND MAKING CONFORMING
REVISIONS TOARTICLE 4 OF THE PLANNING CODE; AMENDING THEBUILDING CODE TO ALLOW PAYMENT
OF DEVELOPMENT IMPACT FEES, WITH THE EXCEPTION OF FEES DEPOSITED IN THE CITYWIDE
AFFORDABLE HOUSING FUND, TO BE DEFERRED UNTIL ISSUANCE OF THE FIRST CERTIFICATE OF
OCCUPANCY AND REPEALING THE FEE DEFERRAL SURCHARGE; AFFIRMING THE PLANNING
DEPARTMENT’S DETERMINATION UNDER THE CALIFORNIA ENVIRONMENTAL QUALITY ACT; MAKING
FINDINGS OF CONSISTENCYWITH THE GENERAL PLAN AND THE EIGHT PRIORITY POLICIES OF PLANNING
CODE, SECTION 101.1; AND MAKING FINDINGS OF PUBLIC NECESSITY, CONVENIENCE, AND WELFARE
PURSUANT TO PLANNING CODE, SECTION 302.
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Resolution No. 21354 Case No. 2023-005461PCA
July 13,2023 DevelopmentImpact Fees

WHEREAS, on June 27, 2023 Mayor Breed introduced a proposed Ordinance under Board of Supervisors
(hereinafter “Board”) File Number 230764, which would amend the Planning Code to 1) modify the annual
indexing of certain development impact fees, with the exception of inclusionary housing fees;2) provide that
the type and rates of applicable development impact fees, with the exception of inclusionary housing fees,
shall be determined at the time of project approval; 3) exempt eligible development projects in PDR
(Production, Distribution, and Repair) Districts and the C-2 (Community Business) District and C-3 (Downtown)
Districts from all development impact fees for a three-year period; 4) allow payment of developmentimpact
fees, with the exception of fees deposited in the Citywide Affordable Housing Fund, to be deferred until
issuance of the first certificate of occupancy; and 5) adopt the San Francisco Citywide Nexus Analysis
supporting existing development impact fees for recreation and open space, childcare facilities, complete
streets, and transit infrastructure and making conforming revisions to Article 4 of the Planning Code; amending
the Building Code to allow payment of development impact fees, with the exception of fees deposited in the
Citywide Affordable Housing Fund, to be deferred until issuance of the first certificate of occupancy and
repealing the fee deferral surcharge; affirming the Planning Department’s determination under the California
Environmental Quality Act; making findings of consistency withthe General Plan and the eight priority policies
of Planning Code, Section 101.1; and making findings of public necessity, convenience, and welfare pursuant
to Planning Code, Section 302;

WHEREAS, on July 11,2023 Mayor Breed introduced substitute legislation containing differences fromthe June
27 proposed Ordinance that primarily (a) relate to the three-year development impact fee exemption in the C
(Commercial) Districts and (b) provide technical and other clarifying language; and

WHEREAS, the Planning Commission (hereinafter “Commission”) conducted a duly noticed publichearing ata
regularly scheduled meeting to consider the proposed Ordinance as substituted on July 11 on July 13,2023
and,

WHEREAS, the proposed Ordinance is not defined as a project under CEQA Guidelines Section 15060© and
15378; and

WHEREAS, the Planning 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 Department
staff and other interested parties; and

WHEREAS, all pertinent documents may be found in the files of the Department, as the Custodian of Records,
at 49 South Van Ness Avenue, Suite 1400, San Francisco; and

WHEREAS, the Planning Commission has reviewed the proposed Ordinance; and

WHEREAS, the Planning Commission finds from the facts presented that the public necessity, convenience,
and general welfare require the proposed amendment; and

MOVED, that the Planning Commission hereby ap proves with modifications the proposed ordinance. The
Commission’s proposed modifications are those recommended by the Director of the Office of Small Business
at the July 13 public hearing. Specifically, and in order spur economic activity, encourage innovation, and fill
the City's many commercial vacancies, the Commission recommends that the proposed Ordinance be
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amended toeliminate developmentimpact fees assessed on changes of use. Those particularimpact fees, and
the related Planning Code sections, include but aren’t necessarily limited to the following:

e Fastern Neighborhoods Infrastructure Impact Fee (Mission District, Central Waterfront, SOMA,
Showplace)
o Section 423.3(c)(2), Table 423.3B
e Balboa Park Community Improvements Impact Fee
o Section 422.3(c) (2), Table 422.3A
e Central SOMA Community Services Facilities Fee
o Section 432.2(b)(1) and 432.2(b)(2)
e Central SOMA Infrastructure Impact Fee
o Section 433
e Market and Octavia Community Improvements Impact Fee
o Section, 421.3(c) (2), Table 421.3B
e Market and Octavia Area Plan and Upper Market NCT Affordable Housing Fee
o Section 416.3A
e Rincon Hill Community Infrastructure Impact Fee
o Section 418.3(c) (2), Table 418.3B
e Visitacion Valley Community Facilities & Infrastructure Fee
o Section 420.3B
e Jobs Housing Linkage Fee (citywide fee)
o Table413.5B
e UMU Housing Requirements
o Section 419
e Transit Center District Open Space
o Section 426
e Transit Center Street Improvements
o Section 424.7.2
e Van Ness & Market Community Facilities
o Section 425
e Divisadero NCT Affordable Housing Fee
o Section 428.3
e Eastern Neighborhoods Affordable Housing Requirement
o Section 417

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:

The proposed Ordinance makes changes to the way that the City sets, imposes, and collects impact fees.
Importantly, it creates predictability and stability by setting a flatrate at which impact fees increase over time,
assigns and stabilizes feesupon projectapproval, and reinstates a fee deferral program to allow projects to pay
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their fees immediately priorto the project being ready foroccupancy. The legislation also waives fees for certain
commercial developments as part of the City’s economic recovery efforts.

The proposed Ordinance complements another piece of proposed legislation (2023-005422PCA / BF 230769,
also before the Commission on July 13) that would implement the Affordable Housing Technical Advisory
Committee’s (TAC) recommendations regarding the inclusionary housing program. As introduced, this
corresponding proposal provides a one-third discount on all impact fees aside from the base inclusionary
housing feefor (1) projects approved before 11/1/23 solong as a first construction document is issued before
5/1/29 and (2) projects approved between 11/1/23 and 11/1/26 so long as a first construction document is
issued within 30 months of project approval.

Both pieces of legislation are intended to make development more predictable, easier, and more financially
feasiblein order to accomplish the City’s housing goals as set forth in the recently adopted Housing Element.

Currently, most impact fees are increased each year by the Annual Infrastructure Construction Cost Inflation
Estimate (AICCIE). This isan indexthat is produced by the City’s Office of Resilience and Capital Planning and
is a projected rate of construction cost escalation forthe upcoming calendaryear, used primarily to inform cost
estimates for future capital projects in the 2-YearCapital Budgetand 10-Year Capital Plan. The AICCIE relies on
past construction cost inflation data, markettrends, and a variety of national, state,and local commercial and
institutional construction cost inflation indices. Since 2010, the AICCIE has fluctuated between 3 percentand 6
percent annually.

While useful for capital planning and budgeting, current Code provisions requiring that this index be used to
indeximpact fees can result in unpredictable and high annual escalation. Project sponsors have no foresight
into how much the fees may increase eachyear. Inmany cases, fees are often significantly higherat the time of
payment - after severalyears of escalation - than they would have beenwhena project was approved. Impact
fees have escalated by more than 30% in the last 5 years alone. The proposed Ordinance escalates
development impact fees at a flat 2% rate each year, which would provide certainty about what the fee rates
will be in future years to both the projects that pay these fees as well as the City departments that spend the
fees. The flat 2% rate increase would generally keep-up with inflation.

The proposed Ordinance makes impact fee assessments constantand reliable. Specifically, fee amounts would
be established and then locked-in whena project is approved by the Planning Department or Commission, as
opposed to the current requirement that impact fees continually escalate annually until issuance of a first
construction document.

This would provide additional certainty for projects at the time they are approved, since impact fees would
otherwise continue to escalate unpredictably during a subsequent permitting process that can in some cases
take years.

The proposed Ordinance reinstates the fee deferral program (contained in Section 107A.13.3 of the Building
Code), allowing projects to pay impact fees after construction and immediately prior to occupancy, instead of
before construction as is currently required. While the Building Code contains provisions setting forth a fee
deferral program that was widely used between 2010-2013 during the City’s recovery from the Great Recession,
“sunset” language in both the Planning and Building Codes makes the program inoperative. The reactivated
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deferral program would depart from the earlier program in two important ways: (1) the earlier program’s “fee
deferralsurcharge” - whichis contained inthe Building Code as a de factointerest charge - would be eliminated
and (2) Inclusionary Affordable Housing Impact Fees would be ineligible to be deferred through the program.

In the current high interest rate environment, reinstating the fee deferral program would result in significant
savings on financing costs, rendering more development projects financially feasible and able to move
forward, providing housing, jobs, and tax revenue for the City. The City’s Economic Recovery Task Force
convened in 2020 toidentify strategies for supporting our economic recovery from the Covid-19 pandemicand
recommended reinstating the fee deferral program. Elimination of the surcharge and exempting affordable
housing fees would increase the efficacy of the fee deferral program while also reflecting the immediacy of the
need to collect impact fees dedicated to affordable housing.

The proposed Ordinance exempts certain types of non-residential development projects from paying impact
fees for the next three years as the City’s economic recovery from the Covid-19 pandemic continues. These
include projects on lots with less than .25 FAR of existing development that add between 20,000 and 200,00
gross square feet of either (1) retail or industrial uses on PDR-zoned lots or (2) hotel, restaurant, bar, outdoor
activity, and entertainment uses on C-2-zoned lots.

This narrow, three-year waiver would encourage investment in these important businesses as high costs and
rising interest rates continue to challenge local businesses and entrepreneurs. Rising interest rates and high
construction costs have created challenges for previously approved projects to secure financing and initiate
construction, thus delaying the job opportunities and other community benefits associated with these
developments.

The proposed Ordinance could result in a modest reduction to the total theoretical amount of impact fee
revenue the City could expect to receive from the development pipeline. Additionally, reactivation of the fee
deferral program could result in impact fee revenue being received by the City later in time than would
otherwise be expected. However, if the proposed Ordinance has its intended effect of stimulating and
accelerating development, it would compensate for both of these potential effects - perhaps even more than
offsetting them - resulting in increased fee revenue being received by the City earlierin time.

The measures in the proposed Ordinance are intended to make development more predictable, easier, and
more financially feasible, which would contribute to the City’s recovery from the pandemic and supplement
efforts to accomplish the policy goals outlined in the Housing Element.

The Commission supports the goals and measures outlined in the proposed Ordinance, which would provide
reliability and predictability for developers, the City staff collecting fees, and the City staff budgeting and
spending the fee revenue. Importantly, the proposal would stimulate and accelerate development in San
Francisco by locking-in impact fee rates and deferring when fees are paid. This proposed Ordinance is an
important component in satisfying the obligations set out in the City’s Housing Element.

General Plan Compliance

The proposed Ordinance is consistent with the following Objectives and Policies of the General Plan:
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SUBSTANTIALLY EXPAND THE AMOUNT OF PERMANENTLY AFFORDABLE HOUSING FOR EXTREMELY
LOW- TO MODERATE-INCOME HOUSEHOLDS.

EXPAND SMALL AND MID-RISE MULTI-FAMILY HOUSING PRODUCTION TO SERVE OUR WORKFORCE,
PRIORITIZING MIDDLE-INCOME HOUSEHOLDS.

EXPAND AND DIVERSIFY HOUSING TYPES FOR ALL.

The proposed Ordinance is designed to create more certainty in the development process, and also to create an
environment more conducive to project feasibility. In doing so, a greater number of projects are likely to be built
and thus a greater number of projects would pay impact fees, especially impact fees that provide funds for the
construction of permanently affordable housing at a range of affordability levels.

REDUCING CONSTRAINTS ON HOUSING DEVELOPMENT, MAINTENANCE, AND IMPROVEMENT
Policy 8.1.3

Modify requirementto collectimpact fees upon issuance of a Certificate of Final Completion and Occupancy

instead of issuance of building permit, in orderto support small and mid-size multifamily housing projects.

By reactivating the fee deferral program, the proposed Ordinance does exactly this.

MAINTAIN AND ENHANCE A SOUND AND DIVERSE ECONOMIC BASE AND FISCAL STRUCTURE FOR
THE CITY.

Policy 2.1

Seek to retain existing commercial and industrial activity and to attract new such activity to the city.
PROMOTE AND ATTRACT THOSE ECONOMIC ACTIVITIES WITH POTENTIAL BENEFIT TO THE CITY.
POLICY 4.2.

Promote and attract those economic activities with potential benefit to the City.

ENHANCE SAN FRANCISCO'S POSITION AS A NATIONAL CENTER FOR CONVENTIONS AND VISITOR
TRADE.

San Francisco
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POLICY 8.1
Guide the location of additional tourist related activities to minimize their adverse impacts on existing
residential, commercial, and industrial activities.

By providing industrial uses and hospitality-oriented uses in the C-2 District — which includes many of the City’s
tourist-oriented waterfront-adjacent areas - a time-limited impact fee waiver, the proposed Ordinance would
promote both industrial activity and our visitor and tourism economy.

Planning Code Section 101 Findings

The proposed amendments to the Planning Code are consistent with the eight Priority Policies set forth in
Section 101.1(b) of the Planning Code in that:

1. Thatexisting neighborhood-serving retail uses be preserved and enhanced and future opportunities
for resident employment in and ownership of such businesses enhanced;

The proposed Ordinance would not have a negative effect on neighborhood serving retail uses and
would not have a negative effect on opportunities for resident employment in and ownership of
neighborhood-serving retail.

2. Thatexisting housing and neighborhood character be conserved and protected in order to preserve
the cultural and economic diversity of our neighborhoods;

The proposed Ordinance would not have a negative effect on housing or neighborhood character. On
the contrary, it would help makes new housing at all levels of affordability more feasible.

3. Thatthe City’s supply of affordable housing be preserved and enhanced;

By making projects feasible that wouldn’t otherwise be feasible, the proposed Ordinance would lead to
the collection of impact fees that might not otherwise be collected and would lead to increased funding
to grow the City’s supply of affordable housing.

4. That commuter traffic not impede MUNI transit service or overburden our streets or neighborhood
parking;

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

5. That a diverse economic base be maintained by protecting our industrial and service sectors from
displacement due to commercial office development, and that future opportunities for resident
employment and ownership in these sectors be enhanced;

The proposed Ordinance would not cause displacement of the industrial or service sectors, and future
opportunities for resident employment orownership in these sectors would not be impaired. By providing
a time-limited waiver of impact fees for certain industrial uses, the City’s industrial base would be

[~

197 San Francisco
rlanning 7


http://www.sf-planning.org/info

Resolution No. 21354 Case No. 2023-005461PCA
July 13,2023 DevelopmentImpact Fees

enhanced.

6. Thatthe City achieve the greatest possible preparedness to protectagainstinjury and loss of life in an
earthquake;

The proposed Ordinance would not have an adverse effecton City’s preparedness against injury and loss
of life in an earthquake.

7. Thatthe landmarks and historic buildings be preserved,
The proposed Ordinance would not have an adverse effect on the City’s Landmarks or historic buildings.
8. Thatour parks and openspace and theiraccess tosunlight and vistas be protected from development;
The proposed Ordinance would not have an adverse effecton the City’s parks and open space and their

access to sunlight and vistas. On the contrary, it could lead to increased impact fee revenues dedicated
for park maintenance and expansion.

Planning Code Section 302 Findings.

The Planning Commission finds from the facts presented that the public necessity, convenience and general
welfare require the proposed amendments to the Planning Code as set forth in Section 302.

NOW THEREFORE BE IT RESOLVED that the Commission hereby APPROVES WITH MODIFICATIONS the
proposed Ordinance as described in this Resolution.
I herp\oy certify that the foregoing Resolution was adopted by the Commission at its meeting on July 13, 2023.

Jonas P. lonin
Commission Secretary

AYES: Ruiz, Braun, Diamond, Koppel, Tanner
NOES: Imperial
ABSENT: Moore

ADOPTED: July 13,2023
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EXECUTIVE SUMMARY
PLANNING CODE TEXT AMENDMENT

HEARING DATE: July 13, 2023
90-Day Deadline: September 28,2023

Project Name: Planning, Building Codes - Development Impact Fee Indexing, Deferral, and Waivers;
Adoption of Nexus

Case Number: 2023-005461PCA [Board File No. 230764]

Initiated by: Mayor London N. Breed / Introduced June 27, 2023

Staff Contact: Daniel A. Sider, AICP

dan.sider@sfgov.org, 628-652-7539

Recommendation: Approval

Planning Code Amendment

The proposed Ordinance would amend the Planning Code’s development impact fee requirements [excepting
the Inclusionary Housing Fee] to 1) modify annual impact fee indexing; 2) “lock-in” impact fees from the time of
project approval; and 3) reactivate the City’s now-expired impact fee deferral program.

The proposed Ordinance would also (a) exempt certain development projects in PDR (Production, Distribution,
and Repair) Zoning Districts and the C-2 (Community Business) Zoning District from all impact fees for a three-
year period and (b) adopt the most recent city-wide nexus analysis.

The Way It Is Now:

1. Impact fees are adjusted annually on January 1 by the Annual Infrastructure Construction Cost Increase
Estimate (AICCIE), with the exception of the Inclusionary Housing Fee that is subject to a different
adjustment methodology.

2. Once assessed for a given project, impact fees increase annually on January 1 until a first construction
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document for that project has been issued.
3. Impactfees are due upon issuance of a first construction document.
4. All non-residential development projects are required to pay impact fees in all Zoning Districts.

5. Planning Code provisions relating to impact fees refer to an outdated nexus study from 2014.

The Way It Would Be:

1. Instead of the AICCIE, impact fees other than the Inclusionary Housing Fee would be annually increased
on January 1 by a flat 2%.

2. Impact fees other than the Inclusionary Housing Fee would be “locked-in” at the amounts assessed
upon project approval rather than continuing to increase every January 1 until the issuance of a first
construction document.

3. Payment of impact fees other than the Inclusionary Housing Fee could be deferred until first certificate
of occupancy. This would reactivate and modify a program that sunset in 2013.

4. New retail and industrial projects in the City’s PDR Zoning Districts, as well as projects with hotel,
entertainment, bar, and open space uses in the City’s C-2 Districts, would be exempt from paying impact
fees for the next three years.

5. The Planning Code would refer to an updated San Francisco Citywide Nexus Analysis, which provides
legal rationale for imposing impact fees for recreation and open space, childcare facilities, complete
streets, and transit infrastructure.

Issues and Considerations

The proposed Ordinance makes changes to the way that the City sets, imposes, and collects impact fees.
Importantly, it creates predictability and stability by setting a flat rate at which impact fees increase over time,
assigns and stabilizes fees upon project approval, and reinstates a fee deferral program to allow projects to pay
their fees immediately prior to the project being ready for occupancy. The legislation also waives fees for certain
commercial developments as part of the City’s economic recovery efforts.

The proposed Ordinance complements another piece of proposed legislation (2023-005422PCA / BF 230769,
also before the Commission on July 13) that would implement the Affordable Housing Technical Advisory
Committee’s (TAC) recommendations regarding the inclusionary housing program. As introduced, this
corresponding proposal provides a one-third discount on all impact fees aside from the base inclusionary
housing fee for (1) projects approved before 11/1/23 so long as a first construction document is issued before
5/1/29 and (2) projects approved between 11/1/23 and 11/1/26 so long as a first construction document is
issued within 30 months of project approval.

San Francisco
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Both pieces of legislation are intended to make development more predictable, easier, and more financially
feasible in order to accomplish the City’s housing goals as set forth in the recently adopted Housing Element.

The following are key issues and considerations relating to the proposed impact fee Ordinance’s modifications
to the way the City sets, imposes, and collects impact fees.

Pl

Currently, most impact fees are increased each year by the Annual Infrastructure Construction Cost
Inflation Estimate (AICCIE). This is an index that is produced by the City’s Office of Resilience and Capital
Planning and is a projected rate of construction cost escalation for the upcoming calendar year, used
primarily to inform cost estimates for future capital projects in the 2-Year Capital Budget and 10-Year
Capital Plan. The AICCIE relies on past construction cost inflation data, market trends, and a variety of
national, state, and local commercial and institutional construction cost inflation indices. Since 2010, the
AICCIE has fluctuated between 3 percent and 6 percent annually.

While useful for capital planning and budgeting, current Code provisions requiring that this index be
used to index impact fees can result in unpredictable and high annual escalation. Project sponsors have
no foresight into how much the fees may increase each year. In many cases, fees are often significantly
higher at the time of payment - after several years of escalation - than they would have been when a
project was approved. Impact fees have escalated by more than 30% in the last 5 years alone. The
proposed Ordinance escalates development impact fees at a flat 2% rate each year, which would
provide certainty about what the fee rates will be in future years to both the projects that pay these fees
as well as the City departments that spend the fees. The flat 2% rate increase would generally keep-up
with inflation.

The proposed Ordinance makes impact fee assessments constant and reliable. Specifically, fee amounts
would be established and then locked-in when a project is approved by the Planning Department or
Commission, as opposed to the current requirement that impact fees continually escalate annually until
issuance of a first construction document.

This would provide additional certainty for projects at the time they are approved, since impact fees
would otherwise continue to escalate unpredictably during a subsequent permitting process that can in
some cases take years.

The proposed Ordinance reinstates the fee deferral program (contained in Section 107A.13.3 of the
Building Code), allowing projects to pay impact fees after construction and immediately prior to
occupancy, instead of before construction as is currently required. While the Building Code contains
provisions setting forth a fee deferral program that was widely used between 2010-2013 during the City’s
recovery from the Great Recession, “sunset” language in both the Planning and Building Codes makes
the program inoperative. The reactivated deferral program would depart from the earlier program in two
important ways: (1) the earlier program’s “fee deferral surcharge” - which is contained in the Building
Code as a de facto interest charge - would be eliminated and (2) Inclusionary Affordable Housing Impact
Fees would be ineligible to be deferred through the program.

In the current high interest rate environment, reinstating the fee deferral program would result in
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significant savings on financing costs, rendering more development projects financially feasible and able
to move forward, providing housing, jobs, and tax revenue for the City. The City’s Economic Recovery
Task Force convened in 2020 to identify strategies for supporting our economic recovery from the Covid-
19 pandemic and recommended reinstating the fee deferral program. Elimination of the surcharge and
exempting affordable housing fees would increase the efficacy of the fee deferral program while also
reflecting the immediacy of the need to collect impact fees dedicated to affordable housing.

4. The proposed Ordinance exempts certain types of non-residential development projects from paying
impact fees for the next three years as the City’s economic recovery from the Covid-19 pandemic
continues. These include projects on lots with less than .25 FAR of existing development that add
between 20,000 and 200,00 gross square feet of either (1) retail or industrial uses on PDR-zoned lots or (2)
hotel, restaurant, bar, outdoor activity, and entertainment uses on C-2-zoned lots.

This narrow, three-year waiver would encourage investment in these important businesses as high costs
and rising interest rates continue to challenge local businesses and entrepreneurs. Rising interest rates
and high construction costs have created challenges for previously approved projects to secure
financing and initiate construction, thus delaying the job opportunities and other community benefits
associated with these developments.

The proposed Ordinance could result in a modest reduction to the total theoretical amount of impact fee
revenue the City could expect to receive from the development pipeline. Additionally, reactivation of the fee
deferral program could result in impact fee revenue being received by the City later in time than would otherwise
be expected. However, if the proposed Ordinance has its intended effect of stimulating and accelerating
development, it would compensate for both of these potential effects — perhaps even more than offsetting them
-resulting in increased fee revenue being received by the City earlier in time.

The measures in the proposed Ordinance are intended to make development more predictable, easier, and
more financially feasible, which would contribute to the City’s recovery from the pandemic and
supplement efforts to accomplish the policy goals outlined in the Housing Element.

General Plan Compliance

On balance, the proposed Ordinance is consistent with the General Plan, and was drafted in part to implement
policies contained in the Housing Element.

Racial and Social Equity Analysis

It is difficult to tie the proposed Ordinance to a negative or positive impact in advancing the City’s racial and
social equity goals. In general, the proposed changes are intended to stimulate development in order to provide
more housing, accommodate more businesses and jobs, and grow the local economy and tax base. These
benefits would accrue broadly to San Francisco and are unlikely to impact any particular racial or social group.

Implementation

The proposed Ordinance would add a slight amount of time and complexity when assessing impact fees,
especially for projects that enroll in the reactivated fee deferral program, although some of this impact would be

San Francisco
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mitigated through the removal of the requirement that approved, pre-construction projects have their fees
indexed every year. Regardless, the proposed changes can be implemented without increasing permit costs or
meaningfully adding to review time.

Recommendation

The Department recommends that the Commission approvethe proposed Ordinance and adopt the attached
Draft Resolution to that effect.

Basis for Recommendation

The Department supports the goals and measures outlined in the proposed Ordinance, which would provide
reliability and predictability for developers, the City staff collecting fees, and the City staff budgeting and
spending the fee revenue. Importantly, the proposal would stimulate and accelerate development in San
Francisco by locking-in impact fee rates and deferring when fees are paid. This proposed Ordinance is an
important component in satisfying the obligations set out in the City’s Housing Element.

Required Commission Action

The proposed Ordinance is before the Commission so that it may approve it, reject it, or approve it with
modifications.

Environmental Review

The proposed Ordinance is not defined as a project under CEQA Guidelines Section 15060(c) and 15378 because
it would lead to no direct or indirect physical change in the environment.

Public Comment

As of the date of this report, the Planning Department has not received any public comment regarding the
proposed Ordinance.

Attachments:
Exhibit A: Draft Planning Commission Resolution
Exhibit B: Board of Supervisors File No. 230764
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1/27/2022

Angela Calvillo, Clerk of the Board of Supervisors
City Hall

1 Dr. Carlton B. Goodlett Place, Room 244

San Francisco, CA 94102

Re: Citywide Infrastructure Nexus Analysis Update

Dear Ms. Calvillo:

Pursuant to the San Francisco Planning Code Section 410, an update to the citywide infrastructure nexus
analysis has been completed. Please include the enclosed nexus analysis in Board of Supervisors file nos.
150149 and 150790.

Consistent with the legal requirements of the California Mitigation Fee Act, Government Code Sections

66000 et seq., the City prepares nexus studies that document the nexus, or relationship, between new
development in the City and the need for additional facilities to serve the demand that comes with new growth,
periodically. The attached Citywide Infrastructure Nexus Analysis (“Nexus Analysis”) for San Francisco has been
prepared by Hatch Associates Consultants, Inc. Six infrastructure categories are included in the Nexus Analysis:
recreational and open space, child care, complete streets, transit, library, and fire stations. This Nexus Analysis
update accompanies the Infrastructure Level of Service Analysis (“LOS Analysis”) also prepared by Hatch, which
studied the current levels at which various infrastructure elements are provided across the City.

This study is an update to the most recent Citywide Infrastructure and Sustainable Transportation Fee studies
that were completed in 2014 and 2015, respectively. This study satisfies the requirements of Section 410 of the
City Planning Code, which requires that all nexus studies be updated on a five-year basis. This Nexus Analysis
provides justification for most of the City’s development impact fees for infrastructure. It does not provide
support for the affordable housing and community stabilization fees, which are covered by separate studies.

This memorandum and supporting documents are provided to you as background information and in support
of the current impact fees. No changes to any impact fees infrastructure categories are proposed at this time,
and there is no action you need to take with regard to this Nexus Analysis or LOS Analysis at this time. Please feel
free to reach out to Lily Langlois, Principal Planner, at lily.langlois@sfgov.org or 628.652.7472 if you have any

P B EE Para informacién en Espafiol llamar al Para sa impormasyon sa Tagalog tumawagsa  628.652.7550


mailto:lily.langlois@sfgov.org

text text text

questions about these documents.

Attachments:
- 2021 Citywide Infrastructure Nexus Analysis

- 2021 Infrastructure Level of Service Analysis
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1 Introduction

In 2019, the San Francisco Planning Department, the Office of Resilience and Capital Planning, and the City
Attorney’s Office retained Hatch Consulting to update the nexus analysis for the City and County of San
Francisco (“City”). This nexus analysis update accompanies the 2021 San Francisco Infrastructure Level of
Service Analysis report also prepared by Hatch, which established the levels at which various infrastructure
elements are provided across the City. The level of service (“LOS”) targets for infrastructure presented in this
report build directly on the standards developed as part of the 2021 San Francisco Infrastructure Level of Service
Analysis report, as well as existing nexus studies for certain infrastructure types in San Francisco.

1.1 Report Purpose

The purpose of this report is to document the nexus, or relationship, between new development in the City and
the need for additional facilities for: recreational and open space, child care, complete streets, transit, library,
and fire department infrastructure. As new residential and non-residential development occurs, it brings an
increased demand for new (or expanded and improved) community infrastructure. This analysis measures the
need for community infrastructure using a methodology that meets the requirements for development impact
fees under applicable law, including the California Mitigation Fee Act. The analysis estimates the impacts
created by new development on the City’s needs for new facilities and community infrastructure that
contribute to the livability and overall quality of life in San Francisco.

The citywide nexus analysis, building upon existing adopted nexus studies, aims to develop an objective
methodology for evaluating impact fees, thus justifying the City’s future administration of impact fees, and
meet the requirements of Article 4 of the Planning Code.

This study satisfies the requirements of Section 410 of the City Planning Code, which requires that all nexus
studies be updated on a five-year basis: the nexus analysis presented in this report aims to justify most impact
feesin Article 4 of the Planning Code going forward, except those pertaining to affordable housing and
community stabilization. The nexus analysis complies with the requirements of California’s Mitigation Fee Act,
and state and federal constitutional law.

1.1.1  Report Structure

The remainder of the introduction will provide background on nexus fees, catalogue San Francisco’s existing
impact fees, outline the nexus fee determination methodology, and summarize the maximum supportable
nexus fees. The following chapters of the report address each of the six infrastructure elements: (1) recreational
and open space, (2) child care, (3) complete streets, (4) transit, (5) library, and (6) fire department
infrastructure.

1.2 Background on Development Impact Fee Programs

Although local governments began charging impact fees in the 1920s as a way to finance infrastructure, in
1987, the California legislature passed the Mitigation Fee Act (Assembly Bill 1600 or the Act) to establish
principles governing impact fee exactions and, to some extent, codify existing constitutional requirements.
Government Code Sections 66000-66025 establish legal requirements to implement a development fee
program for fees that meet the terms of the Act. According to the Act, to establish a development fee program,
a jurisdiction must legislatively accept a nexus study that identifies:

e The purpose of any fees;

e How fees will be used;

e Areasonable relationship between the fee-funded infrastructure and the type of development paying
the fee;

San Francisco Infrastructure Nexus Analysis 6
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e Avreasonable relationship between the need for particular infrastructure and the type of development
paying the fee; and

e Areasonable relationship between the amount of the fee and the proportion of the cost specifically
attributed to development.

1.2.1  Existing Development Impact Fees

Table 1 catalogues San Francisco’s currentimpact fees in San Francisco for the infrastructure components

studied in this report (recreational and open space, child care, complete streets, and transit infrastructure).
Fire department infrastructure and libraries do not currently have impact fees in San Francisco, but are also
studied in this report.

Fees in San Francisco typically fit into one of two categories: citywide fees that usually address a single
improvement type, and geographically-based Area Plan fees where a single fee usually includes multiple
improvement types. Any development that is subject to impact fees must pay the fees for any Area Plan within
which it is located (infrastructure categories in which Area Plan-based impact fees can be spent sometimes
overlap, and certain parts of the City do not have any Area Plan fees), in addition to citywide fees. Figure 1
shows the location of Area Plan fee areas across the City. Note that in areas where the geographically-based
Area Plan fee includes a child care component, the citywide child care fee is reduced proportionally.

7 San Francisco Infrastructure Nexus Analysis
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FIGURE 1: MAP OF AREA PLAN FEE AREAS!
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In Table 1, single-issue fees for any of the relevant infrastructure items are reported, and fees with multiple
improvement types are apportioned by infrastructure item.? At the bottom, Table 1 displays the maximum
total fee charged in each infrastructure category. For certain infrastructure categories, multiple fees may be
charged. In these cases, Table 1 highlights the fees that combine to form the maximum possible fee.

! This map of area plan fee areas was provided by Mat Snyder, SF Planning staff, on January 14, 2021.
2 Apportionment of community infrastructure fees was provided by Mat Snyder, SF Planning staff, on December 6™,
2019.
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TABLE 1: EXISTING RELATED IMPACT FEES IN SAN FRANCISCO (2019)3

Recreational Child Complete

Fee Area Transit

and Open Space Care Streets

Residential Fees (S/GSF)

Child Care: Citywide - $2.15 - - $2.15
Transit Center - Transportation* - - $5.00 $9.00 $14.00
Transit Center - Open Space $3.38 - - - $3.38
Transportation Sustainability Fee - - $0.32 $9.98 $10.29
Balboa Park $3.66 $1.89 $4.80 $1.64 $12.00
Eastern Neighborhoods $12.00 $1.64 $7.83 $2.53 $24.00
Market/Octavia $2.98 $1.14 $6.25 $§3.12 $13.49
Market/Van Ness SUD $5.00 $2.01 $10.48 $5.00 $22.49
Rincon Hill $2.17 - $10.73 - $§12.90
Visitacion Valley $2.27 $1.51 $3.09 - $6.87
Central SoMa - Infrastructure® $10.47 - - $9.53 $20.00
Maximum Fee $22.47 $2.15 $17.04 $22.04 -
Commercial Fees ($/GSF)

Child Care: Citywide - $1.85 - - $1.85
Downtown Park Fee $3.00 - - - $3.00
Union Square Park Fee $6.00 - - - $6.00
Transit Center - Transportation* - - $11.00 §21.00 | $32.00
Transit Center - Open Space $12.00 - - - $12.00
Transportation Sustainability Fee - - $0.74 $23.30 | $24.04
Balboa Park $0.69 $0.36 $0.90 $0.31 $2.25
Eastern Neighborhoods $1.33 $0.44 §7.52 $11.72 | $21.00

*The cells highlighted in yellow show fees that combine to form the maximum possible fee. Source: San Francisco
Citywide Development Impact Fee Register, January 1, 2019, and the San Francisco Planning Department. The City
annually adjusts all development impact fees using an Annual Infrastructure Construction Cost Inflation estimate
(AICCIE), as per Article 4 of the Planning Code. Although this report is being published in 2021, the substantive fee
calculations were performed in 2019, so the body of this report lists all fees at their 2019 rates. The addendum at the
end inflates the fees to their 2021 values.

4 The Transit Center - Transportation fee increases as a building’s Floor Area Ratio (FAR) increases. The fee amounts
listed here are based on an FAR of 32.75, rounded up to the nearest dollar. The 32.75 FAR was provided by Planning
as the largest FAR planned for the area to which the fee applies.

° Pursuant to Planning Code section 431 et seq. the Central SoMa Infrastructure fee may be used for public transit,
recreation, and open space improvements. In Ordinance No. 47-21, the Board of Supervisors amended Section
433.4 to clarify that the permissible uses of the Central SoMa Infrastructure fee includes recreation and open space
infrastructure projects, as envisioned by the Central SoMa Implementation Strategy. Therefore, the Central SoMa
Infrastructure Fee is apportioned as shown here. For additional detail, refer to the ‘Note-to-File: Distribution of
Funds Collected from the Central SoMa Infrastructure Fee’ from SF Planning included in section 10.3 of the
Appendix.
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Market/Octavia $0.75 - §3.27 §1.07 $5.10
Market/Van Ness SUD $4.73 - §7.10 §10.65 $22.49
Rincon Hill $2.17 - §10.73 - $12.90
Visitacion Valley $2.27 $1.51 $3.09 - $6.87
Central SoMa - Infrastructure - - - $41.50 $41.50
Maximum Fee $15.00 $1.85 $11.74 §76.52 -

1.2.2  Nexus Methodology

The nexus analysis establishes the relationship between new development and the increased demand for
certain categories of infrastructure needed to serve the new development. Impact fees can be calculated
several ways, but the foundation of all methodologies is determining an appropriate level of infrastructure for
future development, the cost to provide this infrastructure, and a reasonable relationship between growth and
cost, by which to apportion the cost burden.

With the exception of child care, this study uses a Level Of Service (LOS) based approach to derive a maximum
supportable fee. For the Recreational and Open Space, Complete Streets, Transit, Libraries, and Fire
Department infrastructure categories, the infrastructure LOS is determined based on current provision of an
infrastructure type relative to each resident or service population unit (SPU). An explanation of service
population is provided in the next section. A per-unit provision standard is established by the City - for
example, a certain number of acres of open space per SPU - and subsequent development may be required to
fund the maintenance of that standard (i.e., development may be charged the cost of maintaining that
standard for the new residents or service population units it will draw). The nexus represents the maximum fee
that could potentially be charged to new development based on that development’s share of the cost to
provide this level of service. As long as the standard is not above the existing LOS conditions (i.e., as long as the
existing LOS is not deficient per the standard), new development may bear the full burden of providing the LOS
associated with its development. The City, however, may choose to adopt a lower fee than the maximum
determined in this study.

The 2021 San Francisco Infrastructure Level of Service Analysis report sets the foundation for the nexus analysis,
by exploring various metrics and LOS standards for select infrastructure items, and by providing a
comprehensive study of San Francisco’s infrastructure elements, current LOS provision, long-term aspirations,
and short-term infrastructure LOS targets. The short-term targets are the standards used for the nexus
analysis. These standards were developed through a review of existing City policies, interviews with City
departments, and research on best practices.

The child care fee uses a linkage approach to the nexus analysis. This approach does not consider the current
LOS, but rather charges new development for the cost of meeting the new demand created by that
development. For more information on the linkage methodology, including a discussion on the usage of the
linkage methodology, see the Child Care Facilities section.

1.2.3  Service Population

Three of the included nexus analyses (recreational and open space, complete streets, and fire department
facilities) rely on the “service population” concept for their LOS. Service population is a relatively standardized
concept, which determines the level of capital infrastructure demand placed on given infrastructure by
additional development, including both residents and employees. Service population can be estimated either
at a building level, by estimating the typical population and/or worker density of the building use, or at a
citywide level. For the purposes of this study, the city’s total service population is calculated as one times the
resident population plus half of the employment population (1:0.5 ratio). This discounting represents an
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industry standard discount factor for employees in service population calculations.®

This methodology accounts for the infrastructure need generated both at an individual’s place of work and at
their place of residence (e.g. required parks and sidewalks near their homes and near their offices). While
employees require similar capital improvements (e.g., parks and sidewalks) as residents, the employee factor
has been discounted (to 0.5) to reflect a conservative approach to employee capital infrastructure demand.
This 1:0.5 ratio serves as the basis for the service population calculations.

1.3 Infrastructure Categories

A nexus between development and maximum supportable impact fees has been determined for the following
infrastructure types:

Recreational and Open Space
Child Care

Complete Streets

Transit

Libraries

Fire Department

The first four infrastructure elements (recreational and open space, child care, complete streets, and transit)
represent infrastructure categories where existing impact fees are charged. The last two elements (libraries
and fire department facilities) represent infrastructure categories where the City does not have existing impact
fees.

1.3.1 Citywide Approach to Impact Fees

Although many existing impact fees result from the City’s planning processes in various Area Plans, and thus
are neighborhood-specific, this nexus study is conducted at a citywide level, and where relevant accounts for
the various neighborhood specific fees. While the implementation of fee programs may vary based on specific
considerations of individual Area Plans, a citywide nexus model provides a consistent nexus architecture that
affords the City an over-arching structure and a program that can easily be administered and updated (with
revised cost and demographic inputs) on a five-year basis.

1.3.2 Infrastructure Metrics and Target Years

For each infrastructure element, the metrics and the target year are shown in Table 2. Each infrastructure
category is based on demographic projections through 2025, the year of the “short-term target” in the 2021 San
Francisco Infrastructure Level of Service Analysis report, except Transit, which uses the year 2040.

TABLE 2: LOS METRICS FOR INFRASTRUCTURE CATEGORIES'

Target Year

Infrastructure Element Target Level of Service for Nexus
Evaluation

Recreational and Open C|ty—ovvne‘d open space per. 3 acres 2075
Space 1,000 service population units
i 0
Child Care Child care demand created by | 100% of demand 2075
new development created by new

¢ For further information, see the 2021 San Francisco Infrastructure Level of Service Analysis report.
" Source: 2021 San Francisco Infrastructure Level of Service Analysis report

11 San Francisco Infrastructure Nexus Analysis
December 2021



Hatch

development

Square feet of Complete Streets
Complete Streets Sidewalk® per 1,000 service 118 square feet 2025
population units

Revenue service hours per

average daily vehicle (transit & | 1.45 hours 2040
) auto) trip
Transit - .
Share of total daily transit
passenger miles in crowded 15% 2040
conditions
Libraries ngare feet of library space per 0.6 square feet 2025
resident
Fire Department Fire department facilities® per 0.034 fire department 2075
Facilities 1,000 service population units facilities

1.3.3  Growth Projections

This nexus analysis contains projections and estimates of employment and population growth within San
Francisco through 2025 and 2040. The 2025 estimates, which are used in the maximum supportable fee
calculations, are intended to reflect a typical five-year period of City growth based on the long-term 2040
population and employment estimates. The forecasts are based on reasonable assumptions for population
and employment growth, but the actual population and employment growth may vary. While the nexus
analysis is based on projected population and employment growth, those projections are used to calculate
impact fees on a per-square-foot basis. Differences between the projected and actual population and
employment growth may result in proportional changes to the amount of fees collected. Regardless of
projected population and employment growth, the impact fees charged will be proportional to actual new
development to ensure development pays its share for needed infrastructure improvements, and the services
delivered will be proportional as well.

The nexus analysis is predicated on a demographic forecast that helps determine the need for future
infrastructure. The following population and employment projections from 2019 through 2040 (Table 3) were
provided by the City. The projections below are consistently applied throughout the nexus analysis because as
new residential and non-residential development occurs, it brings an increased demand for new (or expanded
and improved) community infrastructure.

& See definition of Complete Streets Sidewalk in Section 4.2.1.
% Fire department facilities consist of fire houses, department vehicles, an ambulance deployment center. For more
information, see Table 39.

San Francisco Infrastructure Nexus Analysis 12
December 2021



TABLE 3: POPULATION AND EMPLOYMENT PROJECTIONS FOR SAN FRANCISCO (2019 - 2040)1°

2025 |
Population
Total Residents | 908336 | 981,920 | 1,169,485
Employment
Jobs | 768360 | 823505 | 872,510

1.3.4 Additional Assumptions

In addition to the population and employment projections presented above, there are a number of other
assumptions that are applied in the nexus analysis for each infrastructure category. For example, this nexus
analysis ascribed demand for infrastructure on a gross square footage (GSF) basis that is consistent with
current density assumptions (residents or employees per GSF). These assumptions are summarized in Table 4.

TABLE 4: GENERAL NEXUS ASSUMPTIONS

*

Measure Value  Source/Calculation
Residential Assumptions

2021 San Francisco Infrastructure

A Residents per service population unit 1 Level of Service Analysis
Demographic data from San
B Residents per housing unit 2.26 Francisco Planning Department

(2019)

. ) . . N jon A
GSF per average residential housing unit (new ew Construction Average

C construction) 1,000 Housing Unit Size Memorandum
(2020)
D GSF per residential service population 443 C/B

Commercial Assumptions

2021 San Francisco Infrastructure

E Employees per service population unit 0.5 Level of Service Analysis
F GSF commercial space per employee 310 Table 44
G GSF per commercial service population 620 G/E

1.3.4.1  Administrative Costs

For each fee calculation, five percent of the calculated cost is added to cover administrative services, as
directed by the San Francisco Planning Department, which oversees the fee calculation. Five percent reflects
the average administrative cost across all citywide and neighborhood impact fees.*! This is consistent with the
2014 San Francisco Citywide Nexus Analysis.

19 Source: San Francisco Planning Department. Projections included number of households and jobs, in addition to
a total population estimate for 2040. The Hatch team used the projected number of households in 2025, along with
the average household size in 2019 and 2040, to estimate the total population in 2025.

1 The San Francisco Planning Department verified that five percent is the average administrative cost for impact
fees in an email from Mathew Snyder on September 4™, 2019.
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1.3.4.2  Gross Square Feet

Consistent with current City practices, all fees are presented in terms of infrastructure cost ($) relative to gross
square foot (GSF) of new development. For neighborhoods that have a considerably lower or higher number of
GSF per residential housing unit than assumed in Table 4, the Planning Department reserves the right to
recalculate fees for the relevant geographically-based Area Plan fees based on adjusted assumptions.

1.4  Summary of Citywide Impact Fees
The impact fees determined in this nexus analysis are tabulated below (Table 5).

TABLE 5: MAXIMUM SUPPORTABLE CITYWIDE IMPACT FEES PER GSF (2019)

Citywide Nexus Fees Maximum Supportable Fee ‘
Recreational and Open Space

Residential ($/GSF) $46.22
Non-Residential ($/GSF) §33.05
Child Care

Residential ($/GSF) $§2.47
Non-Residential ($/GSF) $4.86
Complete Streets: Citywide

Residential (S/GSF) §16.19
Non-Residential ($/GSF) §11.58
Complete Streets: Downtown

Downtown Area: Residential ($/GSF) §19.42
Downtown Area: Non-Residential ($/GSF) §13.89
Transit

Residential ($/GSF) $24.24
Production, Distribution, and Repair (PDR) ($/GSF) $46.82
Non-Residential (ex. PDR) ($/GSF) $83.75
Libraries

Residential (S/GSF) §2.50
Non-Residential ($/GSF) N/A
Fire Department Facilities

Residential ($/GSF) §1.51
Non-Residential ($/GSF) §1.08

1.4.1  Comparison of Maximum Supportable Impact Fees with Existing Impact Fees

The maximum supportable citywide impact fees exceed the existing impact fees, including Area Plan fees, in
every category. Additionally, the maximum supportable citywide impact fees exceed the existing impact fees
by at least 10 percent, as shown in Table 6. Note that both existing and maximum supportable impact fees are
expressed in $/GSF.
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TABLE 6: COMPARING MAXIMUM SUPPORTABLE CITYWIDE FEES TO EXISTING FEES (2019)

Maximum Percent of Existing Fee
Supportable Fee

Highest
Existing Fee
(2019 fee rates)

Covered by Maximum
Supportable Nexus
(Maximumy/Existing)

(determined by
this Nexus)

Recreational and Open Space

Residential (S/GSF) $46.22 §22.474 206%
Non-Residential ($/GSF) $33.05 $15.00 220%
Child Care

Residential (§/GSF) §2.47 $2.15 115%
Non-Residential ($/GSF) $4.86 §1.85 263%
Complete Streets: Non-Downtown

Residential ($/GSF) §16.19 $8.15 199%
Non-Residential ($/GSF) §11.58 $8.25 140%
Complete Streets: Downtown

Residential (S/GSF) §19.42 $17.04 114%
Non-Residential ($/GSF) $13.89 $11.74 118%
Transit

Residential (S/GSF) §24.24 $§22.04% 110%
PDR ($/GSF) $46.82 $9.45 495%
Non-Residential (ex. PDR) ($/GSF) $83.75 §76.52 110%
Libraries

Residential ($/GSF) §2.50 N/A N/A
Non-Residential ($/GSF) N/A N/A N/A
Fire Department Facilities

Residential ($/GSF) §1.51 N/A N/A
Non-Residential ($/GSF) §1.08 N/A N/A

2 Recreational and Open Space

This chapter summarizes the nexus analysis for recreation and open space. After providing a brief background,
this chapter will outline the relevant growth assumptions, the LOS standard developed in the associated 2021
San Francisco Infrastructure Level of Service Analysis, the methodology used to determine the maximum
supportable impact fee, and the final determination of the maximum supportable impact fee.

2 Note: Pursuant to Planning Code section 431 et seq. the Central SoMa Infrastructure fee may be used for public
transit, recreation, and open space improvements. In Ordinance No. 47-21, the Board of Supervisors amended
Section 433.4 to clarify that the permissible uses of the Central SoMa Infrastructure fee include recreation and open
space infrastructure projects, as envisioned by the Central SoMa Implementation Strategy. As stated in section 10.3
of the Appendix in the ‘Note-to-File: Distribution of Funds Collected from the Central SoMa Infrastructure Fee’, of the
$20 Residential Central SoMa Infrastructure fee for Tier B projects (in 2019 dollars) no more than $9.53 would go
toward transit, leaving at least $10.47 to go toward Recreation and Open Space.
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2.1 Introduction

2.1.1 Recreational and Open Space Background

Recreational and open space is a common, City-provided, public amenity. San Francisco, like most cities, aims
to provide adequate quality open space for the public health and quality of life of its citizens and workforce. As
new residential and non-residential development occurs, it brings an increased demand for new (or expanded
and enhanced) open space. This relationship between new development, an influx of residents and workers,
and a demand for open space provides the nexus for an impact fee.

In addition to serving the residential population, the City has a longstanding commercial development impact
fee, the Downtown Park Fee, initiated in 1985, which supports recreation space in the Downtown area for the
neighborhood’s daytime employee population.’® In adopting the Downtown Park Fee, the Board of
Supervisors recognized that continued office development in the Downtown area increases the daytime
population and creates a need for additional public park and recreation facilities in the Downtown. The Board
recognized at the time that, while the open space requirements imposed on individual office and retail
developments through the Planning Code addressed the need for plazas and other local outdoor sitting areas
to serve employees and visitors in the district, such open space could not provide the same recreational
opportunities as a public park. The City thus created the Downtown Park fund in order to provide the City and
County of San Francisco with the financial resources to acquire and develop public park and recreation
facilities necessary to serve the burgeoning daytime population in the Downtown area. The City continued its
commitment to ensuring that recreational and open space facilities increased apace with new commercial
development when it adopted open space fees on commercial development as a part of various Area Plans
such as Market/Octavia, Eastern Neighborhoods, Balboa Park and Visitacion Valley (Table 1).

Providing recreational and open space - such as baseball diamonds, soccer fields, parks, playgrounds, tennis
courts, flower gardens, community gardens, and greenways - is a capital-intensive undertaking, especially in
San Francisco where land availability is low and land prices are high. Recreational and open space fees,
charged to new development, are collected to fund the acquisition and construction of new or expanded
recreation capacity for the additional residents and workers directly attributable to new development.

Note that the terms “park space” and “open space” may be used in this chapter as shorthand to denote any
and all recreational and open space.

2.1.2  Purpose and Use of Revenues

The primary purpose of the recreational and open space development impact fee revenue is to fund expansion
of San Francisco’s park capacity to meet the demand from new development. Recreational and open space
capacity can be increased either through the acquisition and construction of new park land, or through
capacity enhancements to existing open space. Both types of open space investments increase the capacity of
San Francisco’s open space network to accommodate new development. Examples of how development
impact fees would be used include:

e Acquisition and construction of new park and recreation land;

e Lighting improvements to existing parks, which extend hours of operation on play fields and allow for
greater capacity;

e Recreation center construction, or adding capacity to existing facilities; and

1 Planning Code Section 412.
http://www.amlegal.com/nxt/gateway.dll/California/planning/article4developmentimpactfeesandprojectr?f=templ
atesSfn=default.htmS$3.0Svid=amlegal:sanfrancisco caSanc=JD 412
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e Converting passive open space!“ to active open space?® through addition of trails, play fields,
playgrounds, etc.

The recreational and open space impact fee aims to ensure that new development contributes its fair share of
funding to recreation and open space. Because the LOS metric upon which the nexus is developed directly ties
infrastructure to the service population, there is a clear relationship between new development, which
increases housing and employment space, and an increase in demand for recreation capacity.

As with all impact fees, the fee may not be used to address existing infrastructure deficiencies, and as such, no
portion of the funds will be used for SFRPD’s deferred maintenance tasks. Unlike capacity enhancements that
make the open space usable by more people, deferred maintenance efforts simply restore open space to its
initial capacity. For example, as noted above, a park enhancement might be adding lighting to a tennis court,
which extends the effective hours of operation of the tennis court, allowing more people to use the court. By
contrast, reflooring a tennis court as part of a maintenance effort simply maintains the tennis court’s capacity,
and thus would not be a permitted use of funds in the development impact fee context.

This nexus analysis examines how much would have to be charged to new development to satisfy 100 percent
of the development-based demand for open space. This study estimates the maximum supportable fee based
on the relationship between the cost to provide open space and the LOS provision to accommodate new
development. However, the City may choose to adopt a lower fee as appropriate.

2.2 Nexus Determination

The maximum supportable fee calculation for recreation and open space infrastructure combines the
proposed recreation and open space LOS metric with residential and job growth projections and the cost to
provide recreation and open space.

2.2.1  LOS Metric

Although recreational and open space infrastructure comprises a wide range of components, from
playgrounds, lawn areas, and recreation centers to baseball diamonds and forested areas, the LOS metric put
forth in the 2021 San Francisco Infrastructure Level of Service Analysis — acres of open space per service
population unit - encompasses, undifferentiated, all types of park-related improvements.

As noted in the 2021 San Francisco Infrastructure Level of Service Analysis, the City currently provides 3 acres of
open space per 1,000 service population units, and aims to maintain this provision into the future.!® This
metric assumes that for each new service population unit, the City will provide an equivalent level of service,
whether it comes in the form of new open space or capacity improvements to existing open space (see Nexus
Methodology & Fee Calculation section below for more detail).

2.2.2  Growth Projections
The horizon for projected growth in demand for recreational and open space is 2025. Between 2019 and 2025,
San Francisco is projected to gain 73,584 more residents and 55,145 more jobs (Table 7). Note that, although

L awn or forested areas dedicated for “general enjoyment of outdoors,” as per SFRPD’s Parks Acquisition Policy
(August 2011).

15 Recreational space constructed to accommodate “team sports and athletics, children’s play areas, courses and
courts, bike, pedestrian and equestrian paths”, as per SFRPD’s Parks Acquisition Policy (August 2011).

16 City-provided park land includes land owned or controlled by the Recreation and Parks Department, the
Department of Public Works, the Port, the Municipal Transportation Agency, the Public Library, the Public Utilities
Commission, the Office of Community Investment and Infrastructure, the Treasure Island Development Authority,
and the Transbay Joint Powers Authority.
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the development and fee collection is projected to occur between 2019 and 2025, infrastructure acquisition
and development cannot occur until after fee collection, and may not be completed by 2025.

TABLE 7: GROWTH PROJECTIONS FOR RECREATIONAL AND OPEN SPACE (2019 - 2025) Y7

2019 2025 Growth (2019-2025)  Percent Increase ‘
Population
Residents | 908,336 | 981,920 | 73,584 | 8.1%
Employment
Jobs | 768360 | 823505 | 55,145 | 7.2%
Service Population Units (SPU)
SpU | 1,292,516 | 1,393,673 | 101,157 | 7.8%

2.2.3  Nexus Methodology & Fee Calculation

The fee calculation methodology (Table 8) calculates the total cost of increasing open space acreage for the
increase in service population (2019-2025), and distributes the cost between residential and non-residential
land uses based on their associated contributions to total incremental service population growth. The
residential fee is based on the percentage of service population units arising from the new resident population;
the non-residential (commercial) fee is based on the percentage of service population units arising from the
increase in employee population.

Note that, to maintain the LOS at 3 acres of open space per 1,000 service population units, an equivalent of 301
new acres of open space would need to be constructed (Table 8, Row G). Given the size of San Francisco, the
building density, absolute land availability, and expensive land costs, constructing 301 new acres of open
space within San Francisco by 2025 is infeasible. SFRPD and the Planning Department have determined that
for purposes of this analysis, the City can reasonably acquire 1.6 new acres of open space within San Francisco
by 2025.%° The remaining 299 acres demanded by the LOS (301 minus 1.6, rounded) will be accommodated not
through the construction of new park acres, but through the capacity improvement of existing acres, as
described in Section 2.1.2. The capacity improvements on existing acres must add capacity to the existing land
(refer to Purpose and Use of Revenues section above).

TABLE 8: NEXUS METHODOLOGY FOR RECREATIONAL AND OPEN SPACE FEE

* Measure Value Source/Calculation
Service Population
A.1 | Currentresidential population (2019) 908,339 Table7
A2 | Projected residential population growth (2019-2025) 73,584 Table7
B.1 | Currentservice population (2019) 1,292,516 Table7
B.2 | Projected service population growth (2019-2025) 101,157 Table7
Unit Conversions
C | GSF of residential development per SPU | 443 Table 4

" Based on population projections from Table 3.

¥ Equal to the number of residents plus half the number of jobs (number of residents + 0.5 * number of jobs).

9 This determination was made based on open space acquisition over the past 10 years through the Interagency
Plan Implementation Committee, and includes a discount for open space that may be acquired through other
funding sources.
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D | GSFof commercial development per SPU | 620% Table 4
Metric

E | Total acres of open space (all City owners, 2019) 3,844 SFRPD
Acres of park improvements per 1,000 Service 2021 San Francisco
F . : 3.0 Infrastructure Level
Population Units ‘ ‘
of Service Analysis
Cost
Incremental acres of open space required to maintain .
G LOS (2019-2025) 301 (B.2/1,000) *F
Historical
H | Feasible new acres of open space (2019-2025) 1.6 acquisitions, from
SF Planning
I Acres of open space to be improved?® 299 G-H
. . : i Historical
J ;taycisgcrgitifezf)umt acquisition cost ($/acre of open $5.267.880 acquisition prices
from SFRPD
City estimate of unit improvement cost (S/acre of open Email from Stacy
K space improved) $6,534,000 Bradley, SFRPD
staff, 11/21/2019
L Total cost for new open space §19,219,508 H* (J+K)
M Total Cost for improved open space §1,955,073,503 | | *K
N Cost attributable to incremental growth §1,974,293,011 | L+M
O | Administrative costs (5% of fee) §98,714,651 SF Planning
P Total attributable cost with administrative costs $2,073,007,662 | N+0O
Maximum Supportable Impact Fees
Residential ($/GSF) $46.22 P/(B.2*C)
Non-Residential ($/GSF) $33.05 P/(B.2*D)

2.3 Nexus Findings

Based on the approach in Table 8, the maximum estimated cost of providing recreational and open space is
$46.22 per gross square foot of residential development, and $33.05 per gross square foot of non-residential
development.

As Table 9 demonstrates, both determined maximum supportable fees are more than 10 percent above the
highest existing fee for recreation and open space.

% Note that the number of square feet per service population unit, as defined in Table 4, takes into account the 0.5
employees per service population unit ratio for purposes of determining the maximum fee.
2 See explanation of improvement that expands capacity in Section 2.1.2.
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TABLE 9: COMPARING PROPOSED MAXIMUM SUPPORTABLE RECREATION AND OPEN SPACE FEES TO EXISTING (2019) FEES

o isti P M
Proposed  Existing Percent of Existing Fee Covered roposed Max >

(Max) (Max) By Maximum Supportable Nexus 10% Above

(Maximum/Existing) Existing
Residential (5/GSF) $46.22 | $22.47% 206% YES
Non-Residential (§/GSF) | $33.05 $15.00 220% YES

3 Child Care Facilities

This chapter summarizes the nexus analysis for child care infrastructure. After providing a brief background,
this chapter will outline the relevant growth assumptions, the LOS standard developed in the associated 2021
San Francisco Infrastructure Level of Service Analysis, the methodology used to determine the maximum
supportable impact fee, and the final determination of the maximum supportable impact fee.

3.1 Introduction

3.1.1  Child Care Facilities Background

For families with children — especially those with children under the age of thirteen - child care is a key
concern. In San Francisco, with high housing costs, many families have working parents and, therefore, require
non-parent child care. The City has long recognized the importance of child care as a community-serving
amenity, and first adopted a child care inclusionary zoning ordinance with an in-lieu fee option for certain non-
residential uses in 1985.% The child care fee was expanded to include residential developmentin 2016.%* In
addition to the City’s child care ordinance, there are four Plan Areas with Community Infrastructure Impact
Fees that include a child care component — Market/Octavia, the Eastern Neighborhoods, Visitacion Valley, and
Balboa Park. These fees are used to help provide facilities for child care demand resulting from new
commercial and residential developments.

As new non-residential and residential development occurs, it attracts new residents and employees, some of
whom have children who require non-parent child care. There is a relationship, or nexus, between new
development, an influx of residents and workers, and a demand for child care facilities. The nexus provides a
theoretical maximum for the impact fee. While child care is not a mandated public service, the City is involved
in supporting the provision of licensed child care options by helping to fund capital projects that create new
child care slots in the City.

3.1.2 Purpose and Use of Revenues

The primary purpose of the child care development impact fee is to fund expansion of San Francisco’s child
care capacity to meet the demand from new development. That is, impact fee revenues are intended to be
used to mitigate the child care demands of the increasing population. Monies from the child care impact fee
may only be used to fund capital child care projects and facilities.

22 Note: The permissible uses of the Central SoMa Infrastructure fee includes recreation and open space
infrastructure projects, as envisioned by the Central SoMa Implementation Strategy. As noted in Table 1 of this
report, the highest existing fee for recreation and open space includes $10.47 of the $20 Residential Central SoMa
Infrastructure fee for Tier B projects (in 2019 dollars).

Z The original ordinance (Ord. 411-85, App. 9/6/82) only applied to hotel and office development. See Section 414 of
the City Planning Code for more information.

2 Ordinance 002-16, enacted on 1/19/2016.
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This nexus is limited to new demand for infants, toddlers, and preschool-age child care only. The nexus does
not address the child care needs of school-age children (ages 5 to 17). Although there is a need for additional
school-age child care capacity in the City, those needs tend to be for operations assistance, not for additional
facilities. After-school care is typically provided at existing school sites, using school facilities. Given that
impact fee revenues must be spent on capital costs to maintain or increase the supply of facilities, expanding
such operational assistance would not be an appropriate use of nexus funds. At this time, the City does not
intend to assist in the creation of new facilities providing after-school care; instead, the City intends to use
other funding sources to assist the operation of after-school programs.?

This study estimates the maximum supportable fee based on the relationship between new development and
the costs to provide additional child care and the demand created by new development. However, the City
may choose to adopt a lower fee as appropriate.

3.2 Nexus Determination
The maximum supportable fee calculation for child care combines the child care demand estimation with
residential and employment growth projections and the cost to provide licensed child care.

3.2.1 Linkage Analysis

The child care fee uses a linkage approach to the nexus analysis. A linkage analysis for the nexus determination
addresses the indirect social impacts caused by the addition of residents and businesses associated with new
development, as compared to the direct public facility impacts addressed by traditional development fees.
Indirect impacts typically addressed by a linkage analysis include the additional affordable housing and
expanded licensed child care required to accommodate new development. Whereas local agencies use
revenue from traditional impact fees to expand public facilities, they use linkage fee revenue to incentivize the
expansion of social services such as housing and child care. Although linkage fees were novel in the 1980s,
professional practice now deems that “there are no fundamental differences between linkage and impact
fees” other than the types of services and facilities funded by each.?” The nexus analysis for both types of fees
relies on an estimate of demand for services and facilities generated by new development, the available supply
of those services and facilities, and new development’s proportionate share of the expansion of those services
and facilities.

Although the most common type of linkage fee is the affordable housing linkage fee on nonresidential
development, several cities impose linkage fees for child care facilities. The City of Palm Desert imposes a child
care linkage fee on nonresidential development only while the cities of Santa Monica and South San Francisco
impose the fee on both residential and nonresidential development. In a similar manner, the child care linkage
approach to the San Francisco nexus analysis demonstrates that new development brings an increased
demand for expanded child care facilities to provide non-parent child care for families in new development.
The City does not directly provide these facilities but provides financial incentives for construction and
operation of child care slots to serve low-income families. As demonstrated in the 2021 San Francisco
Infrastructure Level of Service Analysis, current licensed child care facilities meet 19 percent of infant/toddler
care demand and 88 percent of preschool demand. The lack of sufficient capacity to meet existing demand
demonstrates the need for new development to fund additional child care capacity.

% San Francisco Early Care and Education Needs Assessment, 2017.

% William W. Abbott, et al., Exactions and Impact Fee in California, Solano Press Books, 2012, pp. 26-27.

Tbid. See also Nelson, Arthur C., James C. Nicholas, and Julian C. Juergensmeyer, Impact Fees: Principals and
Practice of Proportional-Share Development Fees, Routledge, 2019, p.107.
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3.2.2  Growth Projections

The horizon for projected growth in demand for child care infrastructure is 2025. Unlike other infrastructure
categories, which are required by residents and employees at multiple locations (both at home and at work),
child care facilities are required in only one location per child in need of care. As a result, a service population-
based nexus (like recreational and open space) is not relevant to child care. Instead, the child care nexus is
based on future child care demand estimates. Between 2019 and 2025, new development in San Francisco is
projected to generate demand for 486 new licensed infant and toddler child care slots and 1,119 new licensed
preschooler child care slots.?® Note that, although the development and fee collection is projected to occur
between 2019 and 2025, infrastructure acquisition and development cannot occur until after fee collection,
and may not be completed by 2025.

TABLE 10: GROWTH PROJECTIONS AND DEMAND ESTIMATES FOR CHILD CARE (2019 - 2025)

Growth
(2019 - Percent
2019 2025 2025) Increase

Population
Residents 908,336 981,920 73,584 8.1%
Resident Children 48,377 52,296 3,919 8.1%
Employment
Jobs® 768,360 823,505 55,145 7.2%
Jobs Held by Non-Residents 463,040 496,272 33,232 7.2%
Children of Non-Resident Employees Seeking Care 23,152 24,814 1,662 7.2%
Child Care Demand Estimates (for Licensed Care)
Resident Children Aged 0-2 Requiring Care 5,999 6,485 486 8.1%
Resident Children Aged 3-5 Requiring Care 13,813 14,932 1,119 8.1%
Non-Resident Children Aged 0-5 Requiring Care 23,152 24,814 1,662 7.2%

3.2.3 Nexus Methodology & Fee Calculation

The child care nexus analysis seeks to estimate the cost to the City of meeting new demand for child care in
San Francisco as the demand for child care grows over time (as population and employment grows), and to
assign this cost to residential and non-residential construction on a per-square foot basis. It then calculates
the capital costs required to provide these child care spaces to accommodate the new population, based on
the City’s cost of funding new child care facilities. Lastly, the costs are assigned to new housing units and new
non-residential development on a per-square-foot basis.

The residential child care fee is calculated to account for children of all San Francisco residents who work
within the City, including those San Francisco residents who work within the City and seek child care near their
place of work. This is because the childcare nexus evaluates childcare demand on a citywide basis, and not by

% See the 2021 San Francisco Infrastructure Level of Service Analysis for a detailed explanation of the child care
demand calculations and assumptions. The methodology is summarized in Appendix Section Error! Reference
source not found..

# The child care demand methodology and calculations, summarized in Table 11, Table 12, and Table 13, assumes
that 5 percent of non-resident workers coming in to the City will seek licensed care for a child in the City. This is
based on the 2014 San Francisco Nexus Study methodology.
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discrete neighborhoods. Thus, residential development creates the citywide need for child care to serve
children of resident workers, regardless of the location of the parents’ employment within San Francisco. The
commercial child care fee does not include any demand from resident children in order to avoid double-
counting.

TABLE 11: NEXUS METHODOLOGY FOR RESIDENT INFANT AND TODDLER (0-2) CHILD CARE FEE

Step  Description | value | Source/Calculation

Total Resident-Children (0-2)

1 Residents 908,336 | SF Planning Estimates

1A Resident children 5 and under 48,377 | SFPlanning Estimates®

1B Percent of resident children 5 and under who 549% 2017 ACS 5-Year Estimates,
are between 0-2 B09001

1C Resident children 0-2 26,124 | IA* 1B

Resident-Children (0-2) Needing Care
Percent of resident children 0-2 in working

2017 ACS 5-Year Estimates,

1D 1%

households B23008
1 Number of resident children 0-2 in working 18637 | 1€ 1D
households

Resident-Children (0-2) Needing Licensed Care Outside of San Francisco
Total Employed SF
Residents (504,914) (source:
2017 ACS 5-Year Estimates,
1F Percent of SF Residents who are employed 58% | DP03) divided by Total SF
Residents (864,263) (source:
2017 ACS 5-Year Estimates,

S0101)
1G | Employed SF Residents 530,662 | 1" 1F
Percent of Employed Residents working outside 2017 ACS 5-Year Estimates,
1H 24%
SF S0801
11 Employed SF Residents working outside SF 125,767 | 1G* 1H
1 Percent of Workers who seek child care where 504 2014 San Francisco Nexus
they work rather than where they live Study?!
Resident children (all 0-5) needing child care
1K | outside SF (assumes one child per working 6,288 | 11*1J
adult)
1L Resident children (0-2) needing child care 3396 | 18 1K
outside SF
Resident-Children (0-2) Needing Licensed Care in San Francisco
1M | Remaining resident children (0-2) potentially ‘ 22,728 | 1C-1L

* The number of children in each age group (i.e., 0-2, 3-4, 5) from the 2017 ACS 5-Year Estimates, B09001 was
apportioned to the total SF resident population to determine the number of resident children in each age group.

3 Based on the 2014 San Francisco Nexus Study, South San Francisco Child Care Facilities Impact Fee Nexus Study
and surveys of corporate employees and other child care studies, reviewed by Brion & Associates, including Santa
Monica's New Child Care Fee Nexus Study (as cited in Table 6 of Child Care Nexus Study for San Francisco by Brion &
Associates); this study assumes one child needing care per employee).
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needing child care
Percent of young children in households with all 2017 ACS 5-Year Estimates,
1N . 1%
working parents B23008
10 Resident children (0-2) with working parents 16,215 | IM * 1IN
Percent of children (0-2) with working parents 2014 San Francisco Nexus
1P L 37%
needing licensed care Study*
10 sisident children (0-2) needing licensed care in 5999 | 10" 1P
Resident Children (0-2) Childcare Fee
Email from Graham Dobson,
1R Cost of child care slot $50,000 | SFOECE Staff, September 17
2019
1S Total cost of child care slots near residents §299,972,268 | 1Q * 1R
1T | Child care slot cost per resident $330.24 | 1S/"1"
1U | Resident per unit 2.26 | Table4: B
1V Child care slot cost per unit $746.35 | 1T * 1U
1W | Square feet per unit 1,000 | Table4:C
1X | Child care slot cost per square foot $0.75 | 1V/ 1IW

TABLE 12: NEXUS METHODOLOGY FOR RESIDENT PRESCHOOLER (3-5) CHILD CARE FEE

Step  Description Value Source/Calculation

Total Resident-Children (3-5)

2 Residents 908,336 | SF Planning Estimates

2A Resident children 5 and under 48,377 | SF Planning Estimates®

B Percent of resident children 5 and under who are 46% 2017 ACS 5-Year Estimates,
aged 3-5 B09001

2C Resident children 3-5 22,253 | A*B

Resident-Children (3-5) Needing Care

2D Percent of resident children 3-5in working 71% 2017 ACS 5-Year Estimates,
households B23008
Number of resident children 3-5 in working .

2k households 15,876 20715

Resident-Children (3-5) Needing Licensed Care Outside

of San Francisco

2F

Percent of SF Residents who are employed

58%

Total Employed SF Residents
(504,914) (source: 2017 ACS 5-
Year Estimates, DP03) divided

%2 Based on the 2014 San Francisco Nexus Study, 37% of children (0-2) with working parents need licensed care (as
cited in Table 7 of Child Care Nexus Study for San Francisco by Brion & Associates, which is based on a detailed
review of 12 child care studies, including impact fee studies; demand factors developed in concert with Dept. of
Human Services and DCYP). DCYP refers to the San Francisco Department of Children, Youth and Their Families

(DCYF).

¥ The number of children in each age group (i.e., 0-2, 3-4, 5) from the 2017 ACS 5-Year Estimates, B09001 was
apportioned to the total SF resident population to determine the number of resident children in each age group.
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by Total SF Residents (864,263)
(source: 2017 ACS 5-Year
Estimates, S0101)

2G Employed SF Residents 530,662 | 2E * 2F
Percent of Employed Residents working outside 2017 ACS 5-Year Estimates,
2H 24%
SF 50801
2l Employed SF Residents working outside SF 125,767 | 2G * 2H
)] Percent of Workers who seek child care where 50 2014 San Francisco Nexus
they work rather than where they live Study?*
Resident children (all 0-5) needing child care R
2K outside SF (assumes one child per working adult) 6,288 | 2172
oL Res@ent children (0-5) needing child care 2893 | 28" 2K
outside SF
Resident-Children (3-5) Needing Licensed Care in San Francisco
M Remavlnlng.reydent children (0-5) potentially 19361 | 2¢ 2L
needing child care
Percent of young children in households with all 2017 ACS 5-Year Estimates,
2N . 1%
working parents B23008
20 | Resident children (3-5) with working parents 13,813 | 2M * 2N
Percent of children (3-5) with working parents 2014 San Francisco Nexus
2P Y 100% o
needing licensed care Study
20 EE&dent children (3-5) needing licensed care in 13813 | 20 2P
Resident Children (3-5) Childcare Fee
Email from Graham Dobson,
2R Cost of child care slot $50,000 | SFOECE Staff, September 17
2019
2S Total cost of child care slots near residents $690,626,843 | 2Q * 2R
2T Child care slot cost per resident §760.32 | 2S/"2"
2U Resident per unit 2.26 | Table4:B
2V Child care slot cost per unit §1,718.33 | 2T * 2U
2W | Square feet per unit 1,000 | Table4:C
2X Child care slot cost per square foot $1.72 | 2V/2W

* Based on the 2014 San Francisco Nexus Study, South San Francisco Child Care Facilities Impact Fee Nexus Study
and surveys of corporate employees and other child care studies, reviewed by Brion & Associates, including Santa
Monica's New Child Care Fee Nexus Study (as cited in Table 6 of Child Care Nexus Study for San Francisco by Brion &
Associates); assumes one child needing care per employee.
% Based on the 2014 San Francisco Nexus Study, 100% of children (3-5) with working parents need licensed care (as
cited in Table 7 of Child Care Nexus Study for San Francisco by Brion & Associates, which is based on a detailed
review of 12 child care studies, including impact fee studies; demand factors developed in concert with Dept. of
Human Services and DCYP). DCYP refers to the San Francisco Department of Children, Youth and Their Families

(DCYF).
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TABLE 13: NEXUS METHODOLOGY FOR CHILDREN OF WORKERS (0-5) CHILD CARE FEE

Step  Description Value Source/Calculation
Non-Resident Children (0-5) Needing Licensed Care in San Francisco

Percent of jobs filled by non-SF
residents (60%) (source: LEHD

3A SF Workers who live elsewhere 463,040 2015) * SF Jobs (2019) (768,360)
(source: SF Planning)
3B Percent of Workers who live elsewhere and 50; 2014 San Francisco Nexus
seek child carein SF ’ Study™®
3 Number of Workers who live elsewhere and 23.152 | 3A* 3B

seek child carein SF
Non-Resident Children (0-5) Childcare Fee

3D | Cost per child care slot $50,000 | Table 12 and 13: D
Total cost of slots for workers who live outside $1.157.600,000 | 3C * 3D

3E SF

3F Number of SF Workers 768,360 | SF Planning

3G | GSF perworker 310 | Table4: F

3H SF of commercial development 238,191,600 | 3F * 3G

3l Total Cost per SF (children 3-5) $4.86 | 3E/3H

3.3 Nexus Findings

Based on the above methodology, the maximum estimated nexus is $2.47 per gross square foot for residential
buildings and $4.86 per gross square foot for non-residential buildings (Table 14). Charging both residential
and commercial development the maximum supportable fee would not result in double-counting the impact
on child care because the total impact has been allocated proportionally to the two development types.

TABLE 14: MAXIMUM SUPPORTABLE IMPACT FEES FOR CHILD CARE

\ Maximum Supportable Citywide Fee

Residential Demand

Child Care for Infant and Toddler Care (0-2) ($/GSF) $0.75
Child Care for Preschool Care (3-5) ($/GSF) §1.72
Non-Residential Demand

Child Care for Infant, Toddler, and Preschool Care (0-5) ($/GSF) ‘ $4.86
Total Child Care Fee

Residential ($/GSF) §2.47
Non-Residential ($/GSF) $4.86

% Based on the 2014 San Francisco Nexus Study, based on South San Francisco Child Care Facilities Impact Fee
Nexus Study and surveys of corporate employees and other child care studies, reviewed by Brion & Associates,
including Santa Monica's New Child Care Fee Nexus Study (as cited in Table 6 of Child Care Nexus Study for San
Francisco by Brion & Associates); assumes one child needing care per employee. The assumptions from the 2014
San Francisco Nexus Study source have been used as a review of various nexus studies and the research conducted
for these studies confirms that these are widely used, standard assumptions.
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As Table 15 demonstrates, both the highest current residential and non-residential fees are less than the
maximum amount supported by the nexus analysis by more than 10 percent.

TABLE 15: COMPARING PROPOSED MAXIMUM SUPPORTABLE CHILD CARE FEES TO EXISTING (2019) FEES

Percent of Existing Fee Covered ~ Proposed Max>

Proposed Existing

(Max) (Max) by Maximum Supportable Nexus 10% Above
(Maximum/Existing) Existing
[{Se/SG"Sji)”t'al $2.47 $2.15 115% YES
?‘S‘;g'sie)s'de”t'al 54.86 §1.85 263% VES

4 Complete Street Infrastructure

This chapter summarizes the nexus analysis for complete streets infrastructure. After providing brief
background, this chapter will outline the relevant growth assumptions, the LOS standard developed in the
associated 2021 San Francisco Infrastructure Level of Service Analysis, the methodology used to determine the
maximum supportable impact fee, and the final determination of the maximum supportable impact fee.

4.1 Introduction

4.1.1 Complete Streets Background

Complete streets infrastructure encompasses a wide range of right-of-way facilities and plays an important
role in the City’s transportation goals, health and safety promotion, and environmental objectives. In 2010, the
City of San Francisco published the Better Streets Plan (BSP) with design and maintenance guidelines for the
pedestrian environment. Constructing “complete streets”* — considering safety, creation of social space on
the sidewalk, and pedestrian aesthetic - is broadly the main motivator underlying the BSP recommendations.
City stakeholders rely heavily on the BSP as their foremost streetscape policy document, representing
thorough analysis and design and engineering considerations.

As new residential and non-residential development occurs, it brings an increased demand for new (or
expanded and improved) complete streets infrastructure. This relationship between new development, an
influx of residents and workers, and a demand for complete streets infrastructure provides the nexus for an
impact fee. Providing complete streets is a capital-intensive undertaking. Complete streets impact fees,
imposed on new development, help fund the construction of new and enhanced complete streets
infrastructure for the additional residents and workers directly attributable to new development.

Note that this nexus analysis represents the first time the City of San Francisco has combined all of the
complete streets components into a single nexus metric. In the 2014 San Francisco Citywide Nexus Analysis,

3T Complete Streets are defined as streets which “are safe, comfortable, and convenient for travel for everyone,
regardless of age or ability - motorists, pedestrians, bicyclists, and public transportation riders.” Metropolitan
Transportation Commission, “MTC One Bay Area Grant: Complete Streets Policy Development Workshop.” October
16, 2012. Section 2.4.13 of San Francisco’s Public Works Code outlines San Francisco’s complete streets policy,
which includes the construction of transit, bicycle, stormwater, and pedestrian environment improvements, where
pedestrian environment improvements are defined as sidewalk lighting, pedestrian safety measures, traffic calming
devices, landscaping, and other pedestrian elements as defined in the Better Streets Plan.

27 San Francisco Infrastructure Nexus Analysis
December 2021



Hatch

“streetscape and pedestrian infrastructure” was a separate category from bicycle infrastructure. Although the
terms streetscape and pedestrian infrastructure indicate more than sidewalk improvements (encompassing
BSP elements such as lighting, landscaping, and safety measures®), “complete streets” encompasses
sustainable street elements more broadly, including bike lanes, sidewalk paving and gutters, lighting, street
trees and other landscaping, bulb-outs, and curb ramps. The “Complete Streets Sidewalk” metric, used to
encompass all of these streetscape improvements and assign their costs to sidewalk square footage as a
single all-encompassing metric, is described in more detail in Section 4.2.1.

4.1.2 Purpose and Use of Revenues

The purpose of the complete streets developmentimpact fee is to fund capital improvements to San
Francisco’s complete streets infrastructure. As discussed in the BSP, the City aims to improve the pedestrian
environment for all of San Francisco’s residents and employees. Acceptable uses of the fees include (but are
not limited to) sidewalk paving, lighting installation, pedestrian signalization of crosswalks or intersections,
street tree planting, bulb-out construction, street furnishing, landscaping, traffic calming, bike lane
improvements, and other streetscape improvements cited in the BSP or Public Works Code (Section 2.4.13).

In addition to the complete streets infrastructure impact fee analyzed here, Planning Code Section 138.1
contains urban design requirements that authorize the Planning Department to require a project to provide
physical complete streets improvements in certain instances. Due to the fact that Section 138.1 improvements
are a type of complete streets infrastructure, the complete streets nexus calculation includes a 9.2 percent
deduction to account for potential Section 138.1 improvements, as shown in Section 4.2.5. This deduction is
based on a sampling of 88 projects under development as of the second quarter of 2019, and represents the
value of complete streets improvements they were required to provide as a percentage of the maximum
complete streets impact fee they could have been charged under the methodology described in Section 4.2.5.
The data and calculation were provided by the San Francisco Planning Department.

The maximum supportable impact fee aims to ensure that new development contributes its fair share of
funding to complete streets improvements. Because the LOS metric upon which the nexus is based addresses
demand of the entire service population, existing and projected, there is a clear relationship between new
development, which increases housing and employment space, and an increase in demand for complete
streets infrastructure.

This study estimates the maximum supportable impact fee based on the relationship between the cost to
provide complete streets infrastructure and the LOS provision to accommodate new development. However,
the City may choose to adopt a lower fee as appropriate.

4.2 Nexus Determination

The maximum supportable fee calculation for complete streets infrastructure combines the proposed
complete streets infrastructure provision LOS metric with total population and employment growth
projections and the cost to provide complete streets infrastructure.

4.2.1  LOS Metric

Because complete streets infrastructure encompasses a wide range of components, the LOS metric put forth
inthe 2021 San Francisco Infrastructure Level of Service Analysis - square feet of Complete Streets Sidewalk per
service population unit - serves as a proxy for all types of complete streets improvements, and reflects the
level of investment that the City has committed to making in the sustainable street environment.

“Complete Streets Sidewalk” is a term that denotes sidewalk with some amount of sustainable street

38 San Francisco Better Streets Plan, 2010.
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infrastructure, including components such as lighting, pedestrian signals, street trees, bulb-outs, sidewalk
furniture, bike lanes, and any other pedestrian elements defined in the Better Streets Plan (BSP) or Section
2.4.13 of San Francisco’s Public Works Code. While the proscription for Complete Streets Sidewalk is not
uniform across San Francisco (i.e. the BSP calls for different complete streets infrastructure improvements
depending on the site considerations, the street type, the traffic patterns, and so on), the intent of the BSP is to
improve all of San Francisco’s streetscape.® Therefore, the basic square footage of sidewalk is denoted
“Complete Streets Sidewalk” to reflect the investments the City is committed to make in the pedestrian and
bicycle right-of-way in terms of complete streets infrastructure.

42.2 Growth Projections

The horizon for projected growth in demand for complete streets infrastructure is 2025. Between 2019 and
2025, San Francisco is projected to gain 73,584 residents and 55,145 jobs (Table 16). Note that, although the
development and fee collection is projected to occur between 2019 and 2025, infrastructure acquisition and
development cannot occur until after fee collection, and may not be completed by 2025.

TABLE 16: GROWTH PROJECTIONS FOR COMPLETE STREETS INFRASTRUCTURE (2019 - 2025)4°

2019 2025 Growth (2019-2025)  Percent Increase

Population

Residents | 908,336 | 981,920 | 73,584 | 8.1%
Employment

Jobs | 768360 | 823505 | 55,145 | 7.2%
Service Population Units (SPU)

spU | 1,292,516 | 1,393,673 | 101,157 | 7.8%
42.3 Complete Streets Costs

In order to assign a development cost to the new infrastructure, a value of $64 per square foot of Complete
Streets Sidewalk is applied. This number is based on San Francisco’s current inventory of selected complete
streets elements, and the cost of building those elements.* Table 17 illustrates the full calculation.

TABLE 17: SELECT COMPLETE STREETS ELEMENTS AND COSTS

Infrastructure Category  Unit Type Amount Unit Cost Total Cost Source
Sidewalk Area Square Feet | 152,044,639 §35 | $5,321,562,350 | SFDPW
Sidewalk Curb & Gutter Linear Feet 11,969,859 §110 | $1,316,684,523 | SFDPW
Street Trees Count 125,891 §2,150 | $270,665,650 | SFDPW
Curb Ramps Count 28,826 §32,000 | $922,432,000 | SFDPW
Class | Bikelanes Linear Miles 62 | $596,250 §37,021,163 | SFRPD
Class Il Bikelanes Linear Miles 139 | $400,000 $55,768,000 | SFMTA
Class Ill Bikelanes Linear Miles 209 | $200,000 $41,700,000 | SFMTA
Class IV Bikelanes Linear Miles 20 | $800,000 §15,896,000 | SFMTA

¥ San Francisco Planning Code, Section 138.1.

40 Based on population projections from Table 3.

4 This inventory is based on data from the San Francisco Planning Department, Department of Public Works, Public
Utilities Commission, and Municipal Transportation Agency.
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Street Lights Count 24,046 $42,000 | $1,009,932,000 | SFDPW
Bulbouts Count 1,095 | $673,545 §737,531,775 | SFDPW
Total Infrastructure Cost §9,729,193,461
Total Square Feet of Complete Streets Sidewalk 152,044,639
Complete Streets Cost per Improved Sidewalk Square Foot $64

424 The Downtown Boundary

The cost of building complete streets infrastructure improvements, more so than for other infrastructure
categories examined in this analysis, varies significantly by location. Sub-sidewalk basements, underground
utilities, and overhead trolley coach wires are just some of the obstacles that may exist in the right of way and
make building complete streets infrastructure more complex and expensive. More densely populated

neighborhoods tend to have a higher density of these obstacles, making complete streets infrastructure more
costly to build in these neighborhoods.

In order to account for this variation in cost, the complete streets fee calculation includes a 20 percent markup
for the downtown area (see Table 18) based on information from the Department of Public Works, shown
below in Figure 2. Representative complete streets projects located in the downtown area were determined to
have costs 20 percent higher, on average, than projects deemed to be representative of typical citywide
costs.* The downtown area boundary was determined in consultation with the San Francisco Planning

Department and includes the most densely populated parts of the City, including areas that are expected to
become more densely populated by 2025.

FIGURE 2: THE COMPLETE STREETS DOWNTOWN BOUNDARY
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2 Confirmed in an email from SFDPW staff on December 16, 2019.
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425 Nexus Methodology & Fee Calculation

The fee calculation methodology (Table 18) calculates the total cost of providing adequate complete streets
elements for San Francisco’s service population (2019-2025). The residential fee is based on the percentage of
service population units arising from the new resident population, and the non-residential (commercial) fee is
based on the percentage of service population units arising from the employee population.

TABLE 18: NEXUS METHODOLOGY FOR COMPLETE STREETS INFRASTRUCTURE FEE

* Measure Value Source/Calculation
Service Population
A.1 | Currentresidential population (2019) 908,339 Table 16
A.2 | Projected residential population growth (2019-2025) 73,584 Table 16
B.1 | Currentservice population (2019) 1,292,516 Table 16
B.2 | Projected service population growth (2019-2025) 101,157 Table 16
Unit Conversions
C | GSF of residential development per SPU 443 Table 4
D | GSFof commercial development per SPU 620 Table4
Metric
. T‘otalhsquare feet of Complete Streets Sidewalk 152,044,639 fnoééifjczcr]gi:\f; of
citywide . .
Service Analysis
2021 San Francisco
F | Square feet of Complete Streets Sidewalk per SPU 118 Infrastructure Level of
Service Analysis
Cost
Unit cost ($/square foot of Complete Streets Complete Streets
G , S64
Sidewalk) Breakdown
H Total cost for new streetscape improvements §761,438279 | B2*F*G
| | Cost attributable to incremental growth $761,438,279 | H*100%
J | Discount for Better Streets Plan Improvements 9.2% SF Planning*?
K | Discounted attributable cost $691,419,165 | I *(1-J)
L | Administrative costs (5% of fee) $34,570,958 | SF Planning
M | Total attributable cost with administrative costs §725,990,123 | K+L
Maximum Supportable Impact Fees: Citywide
Residential ($/GSF) $16.19 /(B.2*D)
Non-Residential ($/GSF) $11.58 /(B.2* Q)
Maximum Supportable Impact Fees: Downtown
Downtown Markup 20% Ermail SEDPW
Resident‘ial (S(GSF) $19.42 Sr?;flﬂ 127;6/2019
Non-Residential ($/GSF) $13.89

* Based on complete streets improvements required of projects under construction in Q2 2019. See Section 4.1.2 for

more details.
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4.3 Nexus Findings

Based on the approach in Table 18, the maximum supportable citywide impact fees for complete streets
infrastructure are $16.19 per gross square foot for residential development and $11.58 per gross square foot for
non-residential development. The maximum supportable downtown impact fees are $19.42 per gross square
foot for residential development and $13.89 per gross square foot for non-residential development.

TABLE 19: MAXIMUM SUPPORTABLE IMPACT FEES FOR COMPLETE STREETS INFRASTRUCTURE

Maximum Supportable Citywide Fee

Total Complete Streets Fee: Citywide

Residential ($/GSF) $16.19
Non-Residential ($/GSF) $11.58
Total Complete Streets Fee: Downtown
Residential ($/GSF) $19.42
Non-Residential ($/GSF) $13.89

As Table 20 demonstrates, the maximum supportable impact fee is above the highest fee currently charged for
both residential and non-residential development, citywide and in downtown. Furthermore, the maximum
supportable impact fee is more than 10 percent higher than each existing fee.

TABLE 20: COMPARING PROPOSED MAXIMUM SUPPORTABLE COMPLETE STREETS INFRASTRUCTURE FEES TO EXISTING
(2019) FEES

Percent of Existing Fee Covered by ~ Proposed Max

Proposed  Existing

(Max) (Max) Maximum Su pporta.ble Fee > 10% Above
(Maximum/Existing) Existing

Citywide

Residential (5/GSF) $16.19 $8.15 199% YES
Non-Residential ($/GSF) §11.58 $8.25 140% YES
Downtown

Residential ($/GSF) $19.42 $17.04 114% YES
Non-Residential ($/GSF) $13.89 $11.74 118% YES

5 Transit Infrastructure

5.1 Introduction

This chapter summarizes the nexus analysis for transit infrastructure. After providing a brief background, this
chapter will outline the relevant growth assumptions, the LOS standard developed in the associated 2021 San
Francisco Infrastructure Level of Service Analysis, the methodology used to determine the maximum
supportable impact fee, and the final determination of the maximum supportable impact fee.

The Transportation Sustainability Fee (TSF) is a citywide development fee that funds costs associated with
increased transit service provided by the San Francisco Municipal Transportation Agency (SFMTA) to
accommodate development impacts. The TSF is an update of the former Transit Impact Development Fee
(TIDF) which was initially adopted in 1981 and applied only to downtown office development. In 2004 the City
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substantially revised and expanded the TIDF to apply to most nonresidential development citywide. In 2015
the City revised its transportation fee, introducing the Transportation Sustainability Fee, that, among other
things, introduced the transportation fee to residential development, and would over time, replace the existing
TIDF fee for commercial development. The TSF establishes the maximum justifiable fee that the City may
charge for transit infrastructure. The TSF applies to development in all areas of the City, in addition to an Area
Plan with a separately specified transit fee. Area Plan transit fees and the TSF added together may not exceed
the nexus amount to ensure compliance with the Mitigation Fee Act.

5.1.1 Transit Infrastructure Background

San Francisco has a mature, built-out transportation network providing rights-of-way (streets, sidewalks, bike
paths, and separate light rail corridors) for all modes of travel. On a typical weekday, this network
accommodates about 3.2 million trips to, from, or within the City.* The SFMTA is responsible for regulating or
providing all modes of surface transportation within the City including public transit, bicycling, pedestrian
planning (partnering with the Department of Public Works), accessibility, parking and traffic management, and
taxi regulation. The transportation system is the citywide network of public facilities* that support
transportation services for all modes of travel (auto, transit, bicycle, and pedestrian). The SFMTA seeks to
provide mobility for its customers through whatever mode they choose.

The Municipal Railway (Muni) is San Francisco’s extensive local transit system and is the largest SFMTA
operating division. San Francisco is the nation’s second most densely populated major city, and Muni is one of
the most heavily ridden transit systems in the country on a per capita basis. The system has over 700,000
boardings on an average weekday. Muni focuses on serving downtown employment centers during the
morning and afternoon peak periods and also provides cross-town and neighborhood service. With over 70
bus routes and rail lines nearly all city residents are within two blocks of a Muni stop. With nearly 1,000
vehicles, the Muni fleet is unique and includes historic streetcars, biodiesel and electric hybrid buses, electric
trolley coaches, light rail vehicles, paratransit cabs and vans, and cable cars.

The City is a major regional destination for employment, shopping, tourism, and recreation. As a result,
connections with other parts of the Bay Area are also critical components of the City’s transportation system.
Due to constraints from water bodies and topography, regional gateways for road vehicles are limited to the
Golden Gate Bridge to the north, the Bay Bridge to the east, and two highways (Interstate 280 and Hwy. 101)
extending south. Caltrans owns and operates the freeways and funds maintenance of the local highway
network within San Francisco, including Hwy. 101 (including Van Ness Avenue and Lombard Street), Hwy. 280,
Hwy. 1, and Route 35 (Skyline Boulevard).

There is also a transit rail tunnel under the Bay operated by Bay Area Rapid Transit (BART) and terminals to
accommodate ferry travel. The primary regional transit operators that serve the City include:

e Alameda-Contra Costa Transit District (“AC Transit” serving Alameda and Contra Costa counties)

e BayArea Rapid Transit District (“BART” serving Alameda, Contra Costa, and San Mateo counties)

e Golden Gate Bridge, Highway and Transportation District (‘Golden Gate Bus” and “Golden Gate Ferry”
serving Marin and Sonoma counties)

e Peninsula Corridor Joint Powers Board (“Caltrain” serving San Mateo and Santa Clara counties)

e San Mateo County Transit District (“SamTrans” serving San Mateo County).

e San Francisco Bay Area Water Emergency Transportation Authority (“WETA” or “San Francisco Bay Ferry”

* San Francisco Transportation Sustainability Fee (TSF) Nexus Study, May 2015. The data cited refers to “trips”, not
“trip ends”, as explained in the Trip Generation section of Chapter 2.

* Private parking lots, shuttles, ride hailing companies, garages, and a few private streets are the only non-public
components of the City’s transportation facilities.
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serving Alameda, Marin, and San Mateo counties)

5.1.2  Purpose and Use of Revenues

The City’s transportation system is already highly congested, including significant transit crowding, under
current conditions. Congestion occurs particularly during morning and afternoon commute hours in the same
eastern areas of the City that are also expected to experience the most development. Pedestrian and bicycle
activity will also increase in congested areas. This increased travel activity will directly affect the performance
of the City’s transportation system and constrain the City’s ability to achieve its transportation system goals.

As a dense and built-out urban environment, the City does not have the option of physically expanding its
roadways to accommodate more automobiles. Instead, the City’s Transit First policy directs investments to
transit, bike, and pedestrian modes of travel to improve transportation services within the City and shift travel
away from the use of single-occupant autos.*® These investments include increased transit capacity to relieve
crowding on key lines as well as pedestrian and bicycle improvements to support increased walk and bike
trips. This investment policy thus benefits all travel modes. Those choosing to travel by transit, bicycle, or
walking benefit from improvements to the facilities associated with these modes. Those choosing to drive
benefit from the congestion reduction caused by the increased use of transit, bicycle, or pedestrian modes
associated with these improvements.

To determine the maximum possible transit fee supported by the nexus, this analysis updates two
components of the TSF: one component to fund transit capital maintenance, and one component to fund
transit capital facilities, discussed below. Each component is calculated separately and then summed to
calculate the TSF. Taken together these two components represent the potential use of fee revenues from
either the TSF or any of the Area Plan transit fees. Though the TSF is calculated based on transit maintenance
and facilities, fee revenues may be used for pedestrian and bicycle improvements to complement revenue
from the Complete Streets fee, including Area Plan complete street fees. Increased pedestrian and bicycle
activity have the effect of reducing both auto congestion and transit overcrowding, both of which improve
transit levels of service.

5.1.2.1 SFMTA Transit Capital Maintenance Component

The transit capital maintenance component of the TSF is based on the same methodology used in the 2015
TSF Nexus Study updated using the most currently available input data. Revenues are used for capital
maintenance operating costs to improve vehicle reliability thereby expanding transit services. The relationship
between development and the transit capital maintenance component is summarized below:

o Need for transit capital maintenance: The impact of development on the need for additional transit
capital maintenance is based on maintaining the existing transit level of service (transit LOS) as
growth occurs. The existing transit LOS is the current ratio of the supply of transit services (measured
by transit revenue service hours) to the level of transportation demand (measured by number of auto
plus transit trips). As development generates new trips, the SFMTA must increase the supply of transit
services and therefore capital maintenance expenditures to maintain the existing transit LOS.

e Use of TSF transit capital maintenance revenue: The benefit to development from the use of fee
revenues comes from improving transit vehicle maintenance that increases the availability of vehicles
to increase transit service. SFMTA’s transit vehicles include motor coaches (buses), trolley coaches
(electric buses), light rail vehicles, historic streetcars, and cable cars. Improved vehicle maintenance
directly increases revenue service hours by reducing the amount of time that a vehicle is out of service.
Fee revenues associated with the Transit Capital Maintenance Component may not fund capital
facilities costs to avoid overlap with the transit capital facilities component of the TSF (see description

6 City and County of San Francisco, 1996 Charter (as amended through November 2013), Section 8A.115.
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of use of revenues in Section 5.1.2.2, below), nor costs in the two categories excluded from the level of
service calculation in Table 5.3 (non-vehicle maintenance costs and general administration).

5.1.2.2  Transit Capital Facilities Component

The transit capital facilities component of the TSF is based on the same methodology used in the 2015 TSF
Nexus Study, updated to include the most currently available input data. This component is based on new
development’s fair share of transit expansion capital project costs based on the most current list of planned
capital projects and programs, constrained to reasonably anticipated funding including the TSF. Examples
include transit fleet expansion, improvements to increase SFMTA transit speed and reliability, and
improvements to regional transit operators such as Caltrain. The relationship between development and the
transit capital facilities component of the TSF is summarized below:

e Need for expanded transit capital facilities: Development increases the need for expanded transit
facilities due to increased transit and auto trips. The fair share cost of planned transit facilities is
allocated to new development based on trip generation from new development as a percent of total
trip generation served by the planned facility, including existing development.

e Use of TSF transit capital facilities component revenue: Fee revenues will benefit new development by
funding new or expanded transit capital facilities that will support increased transit services.

5.2 Nexus Determination

5.2.1 Growth Projections

The TSF nexus analysis is based on citywide development estimates for 2019 and development projections for
2040 to be consistent with projections used for regional transportation planning and provided by the
Association of Bay Area Governments (ABAG). These 21-year projections are consistent with the summary
projections presented in Section 1.3.3 and used elsewhere in this report, but they are broken down differently
for the purposes of the transit infrastructure category. Estimates of growth in dwelling units and jobs, the
metrics used to estimate impacts on the transportation system, are summarized in Table 21. In the appendix,
Table 44 and Table 45 provide additional detail on the source of the 2019 estimates and 2040 projections.

TABLE 21: GROWTH PROJECTIONS FOR TRANSIT INFRASTRUCTURE (2019 - 2040)

2019 - 2040 Growth

2019 2040 Amount Percent

Residential
Households 402,772 483,693 80,921 20%
Housing Units 402,800 509,200 106,400 26%
Vacancy Rate 0.0% 5.0%

Nonresidential (Jobs)
Management, Information & Professional Services 422,273 498,633 76,360 18%
Retail/Entertainment 118,350 117,192 (1,158) (1%)
Cultural/Institution/Education 91,319 90,848 (471) (19)
Medical and Health Services 49,064 67,292 18,228 37%
Visitor Services 25,581 24,788 (793) (3%)
Production, Distribution, Repair 61,773 73,757 11,984 19%

Total Employment 768,360 872,510 104,150 14%

“TTable 44 and Table 45.
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The growth projections summarized in Table 21 are converted to motorized vehicle trip generation and
summarized in Table 22. In the appendix, Table 44 through Table 46 provide detail on the calculation of trip
generation based on the land use data and the trip generation rates shown in Appendix Table 47.

TABLE 22: SUMMARY OF TRIP GENERATION*8

Trip Trip Growth in

Generation Generation Trip
2019 2040 Generation
Housing 2,066,000 2,439,000 373,000
Nonresidential (ex. PDR) 5,018,000 5,304,000 286,000
Production, Distribution, Repair (PDR) 237,000 282,000 45,000
Total 7,321,000 8,025,000 704,000

52.2 LOS Metric

52.2.1 SFMTATransit Capital Maintenance Component

As explained in the 2021 San Francisco Infrastructure Level of Service Analysis, the LOS metric for transit capital
maintenance is the current ratio of the supply of transit services (measured by transit revenue service hours) to
the level of transportation demand (measured by number of auto plus transit trips). The calculation includes
both transit and auto trips because an increase in the former generates additional demand for transit, and an
increase in the latter generates additional transit delays due to increased auto congestion causing a need for
additional transit service. The current LOS standard is 1.45 revenue service hours per 1,000 daily trips.

5.2.2.2  Transit Capital Facilities Component

As explained in the 2021 San Francisco Infrastructure Level of Service Analysis, the LOS metric for transit capital
facilities is measured in terms of passenger miles traveled in crowded versus uncrowded conditions
systemwide on an average daily basis. The analysis in that report indicated that in 2040, despite improvements
in transit infrastructure, crowding will increase to 20 percent from the existing LOS standard of 15 percent.

5.2.3  Nexus Methodology & Fee Calculation

52.3.1 Transit Capital Maintenance Component

The TSF accommodates the impact of development by funding additional SFMTA transit capital maintenance
to maintain the existing SFMTA transit LOS. As discussed above, transit LOS is based on the existing number of
revenue service hours per trip (amount of transit service divided by transit plus auto person trips). The net cost
per revenue service hour is shown in Table 23. Non-vehicle maintenance costs and general administrative
costs are deducted because these costs are not directly related to providing expanded transit service. Fare box
revenue is also deducted because transit system users from development projects would pay fares to offset
costs. Other SFMTA funding is not deducted because it is not restricted to uses that increase service. Capital
expenditures and funding are not included in the transit capital maintenance component of the TSF. The
transit capital impacts of development are addressed separately in the transit capital facilities component of
the TSF (see next section).

8 Table 44, Table 45, and Table 46: San Francisco Development and Trip Generation 2040.
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TABLE 23: NET ANNUAL COST PER REVENUE SERVICE HOUR*®

Formula Amount

Total Operating Costs a $819,700,000
Excluded Operating Costs & Deduct Farebox Revenue
Non-Vehicle Maintenance b $ (82,900,000)
General Administration C (145,400,000)
Farebox Revenue d (197,000,000)
Subtotal e=b+c+d (425,300,000)
Net Annual Costs f=a+te $394,400,000
Average Daily Revenue Service Hours g 10,646
E(e;zénnualCost per Daily Revenue Service h=f/g $37,047

The maximum justified fee for the transit capital maintenance component is based on the net annual cost per
revenue service hour converted to a cost per trip. The cost per trip takes into account that the fee is paid once
when a development project receives a building permit, but transit service must be provided for years
following to serve that development project. The net annual cost per trip is multiplied by a net present value
factor representing the funding needed over a 45-year period to provide the additional transit service. These
calculations are shown in Table 24, with supporting calculations shown in the appendix, Table 48 and Table
49,

TABLE 24: TRANSIT CAPITAL MAINTENANCE COST PER TRIP*®

Formula Amount

Net Annual Cost per Revenue Service Hour a $37,047
Revenue Service Hours per 1,000 Average Daily Trips b 1.45
Net Annual Cost per Average Daily Trip® c=a *b/1,000 $53.72
Net Present Value Factor® d 73.93
Total Cost per Trip e=c*d $3,972

The maximum justified transit capital maintenance component of the TSF is based on the cost per trip shown
in Table 24 multiplied by the trip generation rates for each economic activity category from Table 46: San
Francisco Development and Trip Generation 2040 46. Because cost inputs from Table 24 are based on 2017
data, the fee is inflated to 2020 using the City’s annual infrastructure construction cost inflation index. The
maximum justified fee is shown in Table 25. The variance in the fee by economic activity category based on trip
generation, and the scaling of the fee based on the size of the development project, supports a reasonable
relationship between the amount of the fee and the share of transit capital maintenance attributable to each
development project.

49 U.S. Department of Transportation, Federal Transit Administration, National Transit Database, 2017 Annual
Database Operating Expense (https://www.transit.dot.gov/ntd/data-product/2017-annual-database-operating-
expense); Table 21.

2021 San Francisco Infrastructure Level of Service Analysis, Table 18; Table 23 and Table 49.

>t Auto and transit trips only. Excludes bicycle and pedestrian trips.

52 Net present value factor represents the multiplier for $1.00 in annual costs to be fully funded over a 45-year period,
given interest earnings and inflation.

37 San Francisco Infrastructure Nexus Analysis
December 2021



Hatch

TABLE 25: TRANSIT CAPITAL MAINTENANCE COMPONENT MAXIMUM JUSTIFIED FEE®

Maximum
Trip Justified Maximum Justified
Generation  Transit Capital Transit Capital
Cost Rate Maintenance Maintenance
per (per 1,000 Fee (20179) Fee (20209)
Economic Activity Category Trip sq. ft.) (per sq. ft.) (per sq. ft.)
Residential $3,972 3.48 §13.82 §16.34
Nonresidential (ex. PDR) $3,972 12.02 $47.74 $56.46
:’Prgcé;,lctlon, Distribution, Repair §3.972 672 $26.69 $3156

52.3.2 Transit Capital Facilities Component

The impact of increased trip generation from development on the need for expanded transit capital facilities is
accommodated by a list of major proposed projects and programs drawn from the SFMTA’s most recent long-
range plan, the Transportation 2045 report (T2045). Only projects and programs that directly address transit
overcrowding by maintaining or expanding transit facilities or that otherwise improve transit service are
anticipated to be funded in part by TSF revenue are included in this nexus analysis. The total cost of each
project or program is allocated to new development and the TSF is based on one of the following two fair

share cost allocation methods:

e Method 1:If the project or program includes both replacement and expansion of an existing transit
facility then the total cost is allocated to trips generated by existing and new (2019-2040) development
because all development is assumed to be associated with the need for the project or program.
Existing development is based on 2019 land use and new development includes all development,

Citywide.

e Method 2: If the project or program only provides expanded transit capacity needed to serve demand
from new development then the total cost is allocated only to trips generated by new development,
because only new development is associated with the need for the project or program.

As shown in Table 26, Method 1 results in an allocation of 8.8 percent of the total cost to new development and
the TSF. Method 2 results in an allocation of 100 percent of total cost to new development and the TSF.

TABLE 26: TRIP GENERATION SHARES>*

Method 1 Method 2
Growth Share

Trip of 2040 Growth
Development Generation Total Only
2019 Development 7,321,000 91.2% NA
2019-2040 Development 704,000 8.8% 100.0%
2040 Development 8,025,000 100.0% NA

The planned projects and programs used to calculate the transit capital facilities component of the TSF are

>3 Table 24, Table 46: San Francisco Development and Trip Generation 2040, and One SF, 2020 Annual Infrastructure

Construction Cost Inflation Estimate, October 21, 2019.

> Table 44, Table 45, and Table 46: San Francisco Development and Trip Generation 2040.
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shown in Table 27. The planned facilities and costs are identified in supporting documents for the T2045 report
(San Francisco Transportation 2045 Task Force Report, January 2018). All costs reflect 2017 dollars. The planned
projects and programs are shown in three major facility categories:

e Muni Fleet, Facilities and Infrastructure
e Transit Optimization and Expansion
e Regional Transit and Smart Systems Management

Total costs are reduced by 19 percent (to 81 percent of total) to adjust from a 2045 to a 2040 planning horizon,
consistent with the growth projections used in this analysis. Furthermore, based on the 2045 projections of
costs and funding, currently anticipated funding from existing revenue sources is about 30 percent of total
estimated costs. Therefore, total costs are reduced to a level where existing anticipated revenue sources
excluding TSF revenue are 70 percent of total costs. Remaining costs would be funded by the TSF and new
revenue sources to be identified over the 20-year period.

TABLE 27: TRANSIT CAPITAL FACILITIES (S MILLION)>®

Total 2040
Total 2045 Total 2040 Cost
Cost Cost (in (Revised)®® (in
Expenditure Category / Project or Program (in millions) millions) millions)
Muni Fleet, Facilities and & Infrastructure
Facilities, New $1,111 $900 $141
Facilities, State of Good Repair 3,593 2,910 1,471
Fixed Guideway, State of Good Repair 1,363 1,104 853
Fleet, New 827 670 289
Fleet, State of Good Repair 5,862 4,748 2,234
Subtotal $12,756 $10,332 $4,988
Transit Optimization & Expansion
Core Capacity & Transit Enhancements $1,743 $1,412 S1,177
Major Capital Projects $5,853 $4,741 $1,397
Muni Forward 525 425 87
Subtotal $8,121 $6,578 $2,661
Regional Transit & Smart Systems Management
Caltrain Modernization & SOGR, SF share $285 §231 §130
BART Vehicles (SF Share) 200 162 -
Downtown Caltrain Extension (DTX) (SF
share) 387 313 43
Smart Technology 210 170 54
Transportation Demand Management 145 117 41
Subtotal $1,227 $994 $268
Total $22,103 $17,904 $7,917

» SFMTA supporting documents prepared for the San Francisco Transportation 2045 Task Force Report, January
2018. “SOGR” is “State of Good Repair”.

% To reflect funding constraints, total 2040 costs are reduced so that reasonably anticipated funding by 2040 (see
Table 29), exclusive of TSF revenue and new revenue sources to be identified, is 70 percent of costs.
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Table 28 displays the reasonably anticipated funding from existing transit capital facilities revenue sources
other than TSF revenue for each of the projects and programs listed in Table 27. Other anticipated sources of
revenue include federal, state, regional and local revenues, and were identified in supporting documents for
the T2045 report. The “Local” column in the table does not include TSF funding.

The total CIP cost is then allocated to new development and existing development based on the allocation
methods discussed above depending on whether the capital improvement item is needed solely as a result of
new development, or if the improvement is needed to serve both existing and future development. This
allocation is detailed in Table 29.
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TABLE 28: TRANSIT CAPITAL FACILITIES ANTICIPATED FUNDING ($ MILLION)®

2045Total 2040 Total
Anticipated Anticipated

Expenditure Category / Project or Program Regional Local®® Funding Funding®®
Muni Fleet, Facilities & Infrastructure
Facilities, New S - $123 S - S - S 123 S99
Facilities, State of Good Repair 583 267 - 422 1,272 1,030
Fixed Guideway, State of Good Repair 262 212 100 163 737 597
Fleet, New 81 123 = 45 249 202
Fleet, State of Good Repair 1,203 267 - 460 1,931 1,564
Subtotal $2,130 $991 $100 $1,090 $4,311 $3,492
Transit Optimization and Expansion
Core Capacity & Transit Enhancements $659 $246 S - $113 $1,017 $824
Major Capital Projects 628 442 - 137 1,207 978
Muni Forward - - - 75 75 61
Subtotal $1,288 5688 S - §325 $2,300 $1,863
Regional Transit and Smart Systems Management
Caltrain Modernization & SOGR (SF share) $20 $49 S - $42 $112 $91
BART Vehicles (SF share) - - - - - -
Downtown Caltrain Extension (DTX) (SF share) - - - 37 37 30
Smart Technology - - 26 21 a7 38
Transportation Demand Management - 30 - 6 36 29
Subtotal $20 $79 $26 $105 $231 $188
Total $3,438 $1,758 $126 $1,521 $6,842 $5,543

3T SFMTA supporting documents prepared for the San Francisco Transportation 2045 Task Force Report, January 2018. “SOGR” is “State of Good Repair”.
8 Excludes TSF revenue.
% 72045 costs reduced 19 percent to reflect 2040 planning horizon.
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TABLE 29: TRANSIT CAPITAL FACILITIES FAIR SHARE COST ALLOCATION ($ MILLION)®®

Alloca- Fair Share Existing
Total CIP Cost tion Cost Development  Potential TSF
Expenditure Category / Project or Program (in millions) Method® Allocation (2019) Cost Share
Muni Fleet, Facilities & Infrastructure
Facilities, New $ 141 2 100.0% s - $ 141
Facilities, State of Good Repair 1,471 1 8.8% 1,342 129
Fixed Guideway, State of Good Repair 853 1 8.8% 778 75
Fleet, New 289 2 100.0% - 289
Fleet, State of Good Repair 2,234 1 8.8% 2,037 197
Subtotal $4,988 $4,157 $ 831
Transit Optimization and Expansion
Core Capacity & Transit Enhancements S1,177 2 100.0% S - S1,177
Major Capital Projects 1,397 2 100.0% - 1,397
Muni Forward 87 1 8.8% - 87
Subtotal $2,661 s - $2,661
Regional Transit and Smart Systems Management
Caltrain Modernization & SOGR (SF share) $ 130 1 8.8% § 119 § 11
BART Vehicles (SF share) - 2 100.0% - -
Downtown Caltrain Extension (DTX) (SF share) 43 1 8.8% 39 4
Smart Technology 54 1 8.8% 49 5
Transportation Demand Management 41 1 8.8% 37 4
Subtotal S 268 $244 $ 24
Total $7,917 $4,401 $3,516

% Table 26 and Table 27.
¢ Method 1 allocates costs based on total trip generation in 2040 (existing and new development). Method 2 allocates costs based only on trip generation from
new development (2019-2040).
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The potential TSF cost share shown in Table 30 must be adjusted for anticipated funding to calculate the
maximum justified funding that could be provided by the TSF. Maximum justified TSF funding is based on
applying any estimated funding from existing revenue sources after funding of the existing development cost
share. Anticipated funding is first allocated to the existing development cost share. Any funding remaining
after allocation to the existing development cost share is then deducted from the TSF cost share. Table 30
shows the maximum justified TSF funding for the transit capital facilities component based on this approach.

TABLE 30: TRANSIT CAPITAL FACILITIES MAXIMUM JUSTIFIED TSF FUNDING SHARE (S MILLION)®?

Net Pro--
Existing  grammed
Total Develop-  Funding Maximum
Pro- ment Available  Potential Justified
Expenditure Category / grammed Cost For TSF TSF Cost TSF
Project or Program Funding Share  CostShare  Share Funding
Formula a b c=a-b¥ d e=d-c
Muni Fleet, Facilities & Infrastructure
Facilities, New $99 S- $99 $141 $42
Facilities, State of Good Repair 1,030 1,342 - 129 129
Fixed Guideway, State of Good
Repair 597 778 - 75 75
Fleet, New 202 - 202 289 87
Fleet, State of Good Repair 1,564 2,037 - 197 197
Subtotal $3,492 $4,157 $301 $831 $530
Transit Optimization and Expansion
Core Capacity & Transit
Enhancements $824 S- $824 §1,177 $§353
Major Capital Projects 978 - 978 1,397 419
Muni Forward 61 - 61 87 26
Subtotal $1,863 S- $1,863 $2,661 $798
Regional Transit and Smart Systems Management
Caltrain Modernization & SOGR $91 $119 S- S11 S11
BART Vehicles (SF share) - - - - -
Downtown Caltrain Extension (DTX) 30 39 - 4 4
Smart Technology 38 49 - 5 5
Transportation Demand
Management 29 37 - 4 4
Subtotal $188 $244 S- $24 $24
Total $5,543 $4,401 $2,164 $3,516 $1,352

The fee schedule for the TSF transit capital facilities component is based on the maximum justified cost per
trip and is shown in Table 31. The cost per trip is based on the maximum justified TSF and the total number of
trips generated by new development.

62 Table 28 and Table 29.
% Unless negative, then $0.
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TABLE 31: TRANSIT CAPITAL FACILITIES COST PER TRIP®

Maximum Justified TSF Funding $1,352,000,000
Total Trip Generation 704,000
Cost per Trip $1,920

The maximum justified fee for each economic activity category is based on the cost per trip shown in Table 31
multiplied by the trip generation rates for each category. The maximum justified fee schedule is shown in
Table 32. The variance in the fee by economic activity category based on trip generation, and the scaling of the
fee based on the size of the development project, supports a reasonable relationship between the amount of
the fee and the share of transit capital facilities attributable to each development project.

TABLE 32: TRANSIT CAPITAL FACILITIES COMPONENT MAXIMUM JUSTIFIED FEE®®

Maximum Maximum
Justified Justified
Trip Transit Transit
Generation Capital Capital
Rate FacilitiesFee  Facilities Fee
Cost per  (per 1,000 (2017 9) ($2020)
Economic Activity Category Trip sq. ft.) (per sq. ft.) (per sq. ft.)
Residential $1,920 3.48 $6.68 $7.90
Nonresidential (excl. PDR) $1,920 12.02 $§23.08 §27.29
Production, Distribution, Repair $1.920
(PDR) ’ 6.72 $12.90 $15.26

5.3 Nexus Findings

The maximum justified Transportation Sustainability Fee is the sum of the two component fees presented in
this chapter. The maximum justified TSF is shown in Table 33 per square foot of building space. As explained in
the introduction to this chapter, the TSF establishes the maximum justifiable fee that the City may charge for
transit infrastructure. The City also imposes various transit fees through area plans in addition to the citywide
TSF. Area Plan transit fees and the TSF added together may not exceed the nexus amount to ensure
compliance with the Mitigation Fee Act Area. Thus, the maximum justified TSF represents the maximum
justified transit fee that the City can adopt either citywide or through an area plan.

% Table 22 and Table 30.
% Table 31 and Table 46.
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TABLE 33: MAXIMUM JUSTIFIED TSF

Maximum Justified Transit Fee per Square
Foot including Area Plan Fees

Maximum Justified Transit
Sustainability Fee

Transit Transit

Capital Capital
Economic Activity Category Maintenance Facilities
Residential $16.34 $7.90 $24.24
Nonresidential (ex. PDR) $56.46 $§27.29 $83.75
Production, Distribution, Repair (PDR) §31.56 §15.26 $46.82

As Table 34 demonstrates, the highest current total transit impact fees are less than the maximum amount
supported by the nexus analysis for non-residential development. The maximum supportable non-residential
nexus fee is 110 percent of the existing highest non-residential transit fee. For residential development, the
highest existing transit fee occurs in areas subject to the combined TSF, Eastern Neighborhoods, and Central
SoMa Infrastructure fees. In those areas the existing transit fee is higher than the maximum supported by the
nexus analysis. The maximum supportable residential nexus fee is 74 percent of the combined transit fees in
those areas. In Ordinance No. 47-21, the Board of Supervisors amended Section 433.3 to clarify that the
permissible uses of the Central SoMa Infrastructure fees include recreation and open space infrastructure
projects, as envisioned by the Central SoMa Implementation Strategy. As stated in the ‘Note-to-File:
Distribution of Funds Collected from the Central SoMa Infrastructure Fee’ from SF Planning included in section
10.3 of the Appendix, of the $20 Residential Central SoMa Infrastructure fee for Tier B projects (in 2019 dollars)
no more than $9.53 would go toward transit, leaving at least $10.47 to go toward Recreation and Open Space.
Therefore, the combination of the EN Infrastructure Fee revenue going toward transit, the Central SoMa
Infrastructure Fee revenue going toward transit and the TSF is no greater than the nexus amount established
in Table 34 below.

Table 34: Comparing Proposed Maximum Supportable Transit Infrastructure Fees to Existing (2019) Fees

o isti r P dM
Proposed  Existing Percent of Existing Fee Covered roposed Miax

(Max) (Max)

by Maximum Supportable Nexus > 10% Above

(Maximum/Existing) Existing
Residential (5/GSF) $24.24 $22.04 110% YES
PDR ($/GSF) $46.82 $9.45 495% YES

Non-Residential (ex.

9
PDR) ($/GSF) $83.75 $76.52 110% YES

6 Library Facilities

This chapter summarizes the nexus analysis for library facilities. After providing brief background, this chapter
will outline the relevant growth assumptions, the LOS standard developed in the associated 2021 San
Francisco Infrastructure Level of Service Analysis, the methodology used to determine the nexus fee, and the
final determination of the nexus fee.
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6.1 Introduction

6.1.1 Library Facilities Background

Library facilities serve a vital role in the San Francisco community fabric. In addition to traditional offerings like
recreational books and research resources, libraries serve as community gathering sites, aid patrons in
accessing government resources such as employment services and tax filing, and provide internet services to
the San Francisco public, especially important for those who do not have access to the internet elsewhere in
their life. Essential to all these offerings is the infrastructure necessary to provide space and equipment.

As new residential and non-residential development occurs, it brings an increased demand for new (or
expanded and improved) library infrastructure. This relationship between new development, an influx of
residents, and a demand for library infrastructure provides the nexus for an impact fee. Library facility fees,
imposed on new development, are collected to help fund the construction of new library infrastructure for the
additional residents directly attributable to new development.

Note that the library facilities methodology analyzes increased demand based on projected residential growth,
rather than growth in both residents and employees. This is because, although any California resident can
obtain a San Francisco library card, library users typically use libraries closer to their home, and non-resident
workers in San Francisco are no more likely to use San Francisco libraries than other residents of the Bay Area
who live outside of the City. ® Furthermore, a survey of infrastructure standards in other cities across North
America found that library infrastructure is typically measured against residents, not service population units.
For more information, see the 2021 San Francisco Infrastructure Level of Service Analysis.

6.1.2 Purpose and Use of Revenues

Currently, the City does not charge development impact fees for library infrastructure. The primary purpose of
a library facilities impact fee would be to fund expansion of San Francisco’s public library capacity to meet the
demand generated by new development. That is, impact fee revenues would be intended to mitigate the
library demands of the increasing population. Monies from the library impact fee may only be used to fund
capital library projects and facilities.

Note that library facilities include a wide range of capital needs: buildings to house library branches and
central destinations, computers to provide internet access to the public, tables and chairs to provide study
areas and community meeting spaces, bookshelves, and of course lending and reference materials such as
books, magazines, and newspapers. ¢ In addition, providing internet for job applications and other necessary
functions for individuals with no other internet access is a vital function for City residents.  Serving as a
community gathering site is also rapidly becoming one of the most important characteristics public libraries
offer the San Francisco community.®

This study estimates the maximum supportable fee based on the relationship between the cost to provide
library facilities and the LOS provision to accommodate new development. However, the City may choose to
adopt a lower fee as appropriate.

6.2 Nexus Determination
The maximum supportable fee calculation for library facilities combines the proposed library infrastructure

% Conversation with SFPL staff on June 26, 20109.

7 Asample of San Francisco Public Library infrastructure items can be found in the Main Library Fact Sheet:
https://sfpl.org/sites/default/files/pdf/libraries/main/about/mainlibraryfactsheet.pdf. Accessed March 11, 2020.
® American Library Association, State of America’s Libraries Report 2019.

% Discussion with Planning Department and library staff, October 23, 2019, and April 16, 2020.
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provision LOS metric with total population growth projection and the cost to provide library facilities.

6.2.1 LOS Metric

Although library infrastructure comprises a wide range of components as discussed in Purpose and Use of
Revenues above, the LOS metric put forth in the 2021 San Francisco Infrastructure Level of Service Analysis -
square feet of library space per resident - encompasses, undifferentiated, library facilities of all types.

As noted in the 2021 San Francisco Infrastructure Level of Service Analysis, the City currently provides 0.67
square feet of library space per City resident, and has a short-term goal of continuing to provide at least 0.6
square feet of library space per new resident. Note that this short-term goal represents a 10 percent reduction
from the current level of service, and is in line with San Francisco Public Library (SFPL)’s plans for expansion in
the near future.”™ For more information, see the 2021 San Francisco Infrastructure Level of Service Analysis. This
metric assumes that for each new resident, the City will provide an equivalent level of service, whether it comes
in the form of new library space or capacity improvements to existing library space (see Nexus Methodology &
Fee Calculation section below for more detail).

6.2.2 Growth Projections

The horizon for projected growth in demand for library facilities is 2025. Between 2019 and 2025, San Francisco
is projected to gain 73,584 residents (Table 35). Note that, although the development and fee collection is
projected to occur between 2019 and 2025, infrastructure acquisition and development cannot occur until
after fee collection, and may not be completed by 2025.

TABLE 35: GROWTH PROJECTIONS FOR LIBRARY INFRASTRUCTURE (2019 - 2025)

2019 2025 Growth (2019-2025) Percent Increase

Population
Residents | 908,336 | 981,920 | 73,584 | 8.1%

6.2.3 Nexus Methodology & Fee Calculation

The fee calculation methodology (Table 36) calculates the total cost of increasing library space to serve new
residents (2019-2025). The fee is based on the gross square feet (GSF) of residential development due to the
new resident population.

TABLE 36: NEXUS METHODOLOGY FOR LIBRARY INFRASTRUCTURE FEE

* Measure Value Source/Calculation
Service Population

A Current residential population (2019) 908,339 Table 35

5 Projected residential population growth (2019- 73.584 Table 35

2025)

Unit Conversions

C GSF of residential development per SPU 443 Table4

D GSF of commercial development per SPU N/A N/A
Metric

E | Totalsquare feet of all libraries (2019) | 605574 | 2021 San Francisco

© Confirmed in a meeting with SFPL staff on April 16, 2020.
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Infrastructure Level
of Service Analysis
2021 San Francisco
F Square feet of library per resident 0.6 Infrastructure Level
of Service Analysis
Cost
G Incremgntalsquare feet of library required to 44,152 B*F
maintain LOS
Email from Randle
H Cost of adding library space ($/square foot) $1,760 McClure, SFPL,
9/16/2019
| Total Cost forincremental library space §77,706,842.66 | G*H
J Administrative costs (5% of fee) $3,885,342 SF Planning
K Total attributable cost with administrative costs §81,592,185 | I+J
Maximum Supportable Impact Fees
Residential ($/GSF) $2.50 K/(B*C)
Non-Residential ($/GSF) N/A N/A

6.3 Nexus Findings
Based on the approach in Table 36, the maximum supportable residential fee is $2.50 per gross square foot.
This study does not consider the supportability of a library facilities fee for commercial development.

TABLE 37: MAXIMUM SUPPORTABLE IMPACT FEES FOR LIBRARY INFRASTRUCTURE

Maximum Supportable Citywide Fee

Total Library Fee
Residential ($/GSF) $2.50
Non-Residential ($/GSF) N/A

7 Fire Department Facilities

This chapter summarizes the nexus analysis for fire department facilities. After providing brief background, this
chapter will outline the relevant growth assumptions, the LOS standard developed in the associated 2021 San
Francisco Infrastructure Level of Service Analysis, the methodology used to determine the maximum
supportable impact fee, and the final determination of the maximum supportable impact fee.

7.1 Introduction

7.1.1  Fire Department Facilities Background

The San Francisco Fire Department (SFFD) provides vital emergency services to residents and employees in the
City of San Francisco. Its services can largely be divided into two categories: fire suppression and emergency
medical services (EMS). EMS in particular has been a rapidly-growing need over the last several years in the
City.™ For both fire suppression and EMS, fire department facilities play an essential role in providing
emergency services. Stations must be located throughout the City to ensure response times are sufficiently

™ Meeting with Jesus Mora and Olivia Scanlon, Fire Department staff, September 6, 2019.
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fast. Ambulances and fire engines need to be available to transport personnel and equipment necessary to
perform services.

As new residential and non-residential development occurs, it brings an increased demand for new (or
expanded and improved) fire department infrastructure. This relationship between new development, an
influx of residents and employees, and a demand for fire department infrastructure provides the nexus for an
impact fee. Fire department facility fees, imposed on new development, help fund the construction of new fire
department infrastructure for the additional residents and employees directly attributable to new
development.

7.1.2  Purpose and Use of Revenues

The purpose of the fire department facilities impact fee is to fund expansion of San Francisco’s fire department
capacity to meet the demand from new development. That is, impact fee revenues are intended to be used to
mitigate the fire department demands of the increasing population. Monies from the fire department impact
fee may only be used to fund capital fire department projects and facilities.

Fire department facilities include two main categories of capital needs: buildings and vehicles. Examples of fire
department buildings include fire houses and ambulance deployment centers, both essential facilities for
providing fire suppression and EMS services. Vehicles primarily consist of fire engines and ambulances, and
tend to move around different fire department buildings and other parts of the City depending on need.”

This study estimates the maximum supportable fee based on the relationship between the cost to provide fire
department facilities and the LOS provision to accommodate new development. However, the City may
choose to adopt a lower fee as appropriate.

7.2 Nexus Determination

The maximum supportable fee calculation for fire department infrastructure combines the proposed fire
department infrastructure provision LOS metric with total population and employment growth projections
and the cost to provide fire department infrastructure.

7.2.1  LOS Metric

Because department infrastructure encompasses a wide range of components, the LOS metric put forth in the
2021 San Francisco Infrastructure Level of Service Analysis - fire department facilities per service population unit
- serves as a proxy for all types of fire department infrastructure, and reflects the level of investment that the
City has committed to making in fire suppression and EMS infrastructure.

As noted in the 2021 San Francisco Infrastructure Level of Service Analysis, the City is currently responsible for
providing 0.034 fire department facilities per service population unit, and aims to maintain this provision into
the future. This metric assumes that for each new service population unit, the City will provide an equivalent
level of service, whether it comes in the form of new fire department buildings or capacity improvements to
existing fire department facilities by adding new capital infrastructure such as vehicles.

7.2.2  Growth Projections

The horizon for projected growth in demand for fire department facilities is 2025. Between 2019 and 2025, San
Francisco is projected to gain 73,584 residents and 55,145 jobs (Table 38). Note that, although the
development and fee collection is projected to occur between 2019 and 2025, infrastructure acquisition and
development cannot occur until after fee collection, and may not be completed by 2025.

2 Meeting with Jesus Mora and Olivia Scanlon, Fire Department staff, September 6, 2019.
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TABLE 38: GROWTH PROJECTIONS FOR FIRE DEPARTMENT INFRASTRUCTURE (2019 - 2025)

2019 2025 Growth (2019 - 2025) Percent Increase
Population
Residents | 908,336 | 981,920 | 73,584 | 8.1%
Employment
Jobs | 768360 | 823505 | 55,145 | 7.2%
Service Population Units (SPU)
SPU | 1,292,516 | 1,393,673 | 101,157 | 7.8%

7.2.3  Nexus Methodology & Fee Calculation
The fee calculation methodology (Table 40) calculates the total cost of providing adequate fire department
facilities for San Francisco’s service population (2019-2025).

In order to assign a development cost to the new infrastructure, Table 39 estimates the total replacement cost
of existing fire department infrastructure. Table 40 then apportions this cost per fire department facility and
applies that cost to the new facilities necessary to maintain the current level of service into 2025.

TABLE 39: SELECT FIRE DEPARTMENT INFRASTRUCTURE INVENTORY AND COSTS™®

SFFD Infrastructure Type Number Unit Cost Total Replacement Cost
Vehicles

Ambulance™ 82 §133,802 §10,971,764
Chief™ 19 $42,324 $804,156
Engine’ 81 $586,939 $47,542,059
Specialty”’ 23 §723,824 $16,647,952
Truck™ 42 $1,324,545 $55,630,890
Buildings

Fire Houses 43 $15,000,000 $645,000,000
Ambulance Deployment Center 1 $45,000,000 $45,000,000
Totals

Vehicle Subtotal $131,596,821
Building Subtotal $690,000,000
Total Infrastructure Cost $821,596,821

3 Fire Department infrastructure inventory and costs provided by Jesus Mora, SFFD staff, in an email from
September 12,2019.

™ “The Medic Unit’s [Ambulance’s] priority is emergency medical assistance.” San Francisco Fire Department
Apparatus Inventory, August 2009.

> “The Chief Vehicle is used by Battalions and Divisions. It is the command vehicle and has the capacity to serve as a
command post.” San Francisco Fire Department Apparatus Inventory, August 2009.

' “The Engine’s first priority is fire extinguishment. Subsequent priorities include rescue and emergency medical
assistance.” San Francisco Fire Department Apparatus Inventory, August 2009.

" Specialty vehicles consist of a number of other SFFD unit types, including CO2 Unit, Mini Pumper, Mobile Air,
Pollution Control Unit, Utility Unit, Surf Rescue Unit, Fireboat, and Hazardous Materials Unit. San Francisco Fire
Department Apparatus Inventory, August 2009.

8 “The Truck’s first priority is rescue. Subsequent priorities include ventilation, salvage and overhaul.” San Francisco
Fire Department Apparatus Inventory, August 20009.
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The residential fee is based on the percentage of service population units arising from the new resident
population, and the non-residential (commercial) fee is based on the percentage of service population units
arising from the employee population.

TABLE 40: NEXUS METHODOLOGY FOR FIRE DEPARTMENT INFRASTRUCTURE FEE

Source/Calculatio

* Measure Value n
Service Population
A.1 | Currentresidential population (2019) 908,339 Table 38
Projected residential population growth
. T
A2 (2019-2025) 73,584 able 38
B.1 | Currentservice population (2019) 1,292,516 Table 38
8. Projected service population growth (2019- 101,157 Table 38
2025)
Unit Conversions
C GSF of residential development per SPU 443 Table 4
D GSF of commercial development per SPU 620 Table 4
Metric
Total number of fire department facilities 2021 San Francisco
E (2019) 44 Infrastructure Level
of Service Analysis
e : . 2021 San Francisco
= SFFD facilities per 1,000 service population 0.034 Infrastructure Level
units . .
of Service Analysis
Cost
Incremental fire department facilities .
G required to maintain LOS 34 B.2/1,000) " F
H Tot‘a.l.cost of providing fire department $821596,821 Table 39
facilities at current LOS
I Cost per current facility $18,672,655 H/E
J Cost attributable to incremental growth $64,300,836 |G
K Administrative costs (5% of fee) $3,215,042 SF Planning
] Total attributable cost with administrative $67515.877 N4O
costs
Maximum Supportable Impact Fees
Residential ($/GSF) $1.51 L/(B*C)
Non-Residential ($/GSF) $1.08 L/(B*D)
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7.3 Nexus Findings
Based on the approach in Table 40, the maximum supportable residential fee is $1.51 per gross square foot,
and the maximum supportable non-residential fee is $1.08 per gross square foot.

TABLE 41: MAXIMUM SUPPORTABLE IMPACT FEES FOR FIRE DEPARTMENT INFRASTRUCTURE

Maximum Supportable Citywide Fee

Total Firefighting Fee

Residential ($/GSF) $1.51

Non-Residential ($/GSF) $1.08
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8 Conclusion

As described in the previous sections, the maximum supportable fees determined for the six infrastructure
categories (recreational and open space, child care, complete streets, transit, library, and fire department
infrastructure) mostly exceed the highest current fees charged at either the citywide or neighborhood level,
with the exception of the residential child care and transit fees. While the City may choose to charge a lesser
fee to new residential or non-residential development, this report demonstrates that the current fees continue
to be supported through a demonstrated nexus between new development and the scale of the fee, and
establishes a nexus for two new fees to be added.

TABLE 42: MAXIMUM SUPPORTABLE FEES PER INFRASTRUCTURE CATEGORY (2019)

Citywide Nexus Fees Maximum Supportable Fee ‘

Recreational and Open Space

Residential ($/GSF) $46.22

Non-Residential ($/GSF) $33.05

Child Care

Residential ($/GSF) $2.47

Non-Residential ($/GSF) $4.86

Complete Streets: Citywide

Residential ($/GSF) §16.19

Non-Residential ($/GSF) §11.58

Complete Streets: Downtown

Residential ($/GSF) $§19.42

Non-Residential ($/GSF) §13.89

Transit

Residential (S/GSF) $24.24

Production, Distribution, and Repair (PDR) ($/GSF) $46.82

Non-Residential (ex. PDR) (§/GSF) $83.75

Libraries

Residential (S/GSF) $§2.50

Non-Residential ($/GSF) N/A

Fire Department Facilities

Residential ($/GSF) $1.51

Non-Residential ($/GSF) §1.08
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9 Addendum

The bulk of this report was completed in 2019, using 2019 data, costs, and demographic projections. However,
since the report was finalized in 2021 and will face adoption in 2021, the maximum supportable impact fees in
Table 42 must be adjusted from 2019 dollars to 2021 dollars.

The City annually adjusts all development impact fees using an Annual Infrastructure Construction Cost
Inflation estimate (AICCIE). To derive an appropriate AICCIE, the Capital Planning Committee (CPC) reviews
cost inflation data, market trend analyses, the Planning Department’s pipeline report, and a variety of national,
state, and local commercial and institutional construction cost inflation indices. For 2020, the CPC adopted an
AICCIE of 5.5%. For 2021, the CPC adopted an AICCIE of 3.5%. Combined, these constitute an inflation factor of
9.2%. Therefore, all maximum supportable nexus fees determined in this report in 2019 dollars (Table 42) must
be increased by 9.2% as an adjustment to 2021 dollars. The adjusted maximum supportable impact fees for
2021 are shown in Table 43 below.

TABLE 43: POTENTIAL MAXIMUM SUPPORTABLE FEES PER INFRASTRUCTURE CATEGORY (2021)

Maximum Supportable Fee ~ Maximum Supportable Fee

Citywide Nexus Fees (2019 dollars) (2021 dollars)

Recreational and Open Space

Residential ($/GSF) $46.22 $50.47
Non-Residential ($/GSF) $33.05 $36.09
Child Care

Residential ($/GSF) $§2.47 $§2.70
Non-Residential ($/GSF) $4.86 $5.31
Complete Streets: Citywide

Residential (S/GSF) §16.19 §17.67
Non-Residential ($/GSF) §11.58 $12.64
Complete Streets: Downtown

Residential ($/GSF) §19.42 §21.21
Non-Residential ($/GSF) §13.89 §15.17
Transit

Residential (S/GSF) §24.24 $26.47
PDR ($/GSF) $46.82 §51.12
Non-Residential (ex. PDR) ($/GSF) $83.75 §92.45
Libraries

Residential (S/GSF) §2.50 §2.73
Non-Residential ($/GSF) N/A N/A
Fire Department Facilities

Residential ($/GSF) §1.51 $1.64
Non-Residential ($/GSF) §1.08 §1.18
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10 Appendix

10.1 Supplementary Transit Infrastructure Tables
TABLE 44: SAN FRANCISCO DEVELOPMENT AND TRIP GENERATION 20197

Residentia
l Trip
Vacancy 2019 Generation
Rate® Housing Rate 2019 Trip

2019 or Units & (per Genera-
House- Gross 1,000 Housing tion
holds  Sq. Ft. per Sq. Unitor 1,000  (average
& Jobs Employee Ft.8 Sq. Ft.)%? daily tripsf?

Residential
Housing 402,772 0.0% 402,800 513 2,066,000
Nonresidential
Management, Information & 422,350 240 101,400 987 1,000,000
Professional Services
Retail/Entertainment 118,350 350 41,400 68.00 2,815,000
Cultural/Institution/Education 91,319 350 32,000 23.00 736,000
Medical and Health Services 49,064 350 17,200 22.00 378,000
Visitor Services 25,581 440 11,300 7.84 89,000
Isjgt;t)"tal e 288 203,300 2469 5018000
Production, Distribution, Repair 61,773 570 35,200 6.72 237,000
Total Nonresidential 768,360 310 238,500 5,255,000
Total 7,321,000

" Source: San Francisco Planning Department; Table 51.

% Based on U.S. Census data, the residential vacancy rate in San Francisco was 4.9% in 2000 and 8.2% in 2010. The
low estimated rate for 2019 reflects the current high demand for housing in the City.

81,000 Sq. Ft." is thousand building square feet and applies to nonresidential development.

8 Trip generation rate and trip generation is for motorized trips only (auto and transit) and excludes bicycle and
pedestrian trips.
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TABLE 45: SAN FRANCISCO DEVELOPMENT AND TRIP GENERATION 2040%3

Residential Trip
Vacancy Generation 2040 Trip
Rate® 2040 Rate Genera-
or Housing (per tion
Gross Units & Housing (average
Sq.Ft.per  1,000Sq. Unitor 1,000 daily
Employee Ft.% Sq. Ft)%* trips)
Residential
Housing 483,693 5.0% 509,200 479 2,439,000
Nonresidential
Management, Information & 498,633 240 119,700 9.87 1,181,000
Professional Services
Retail/Entertainment 117,192 350 41,000 68.00 2,788,000
Cultural/Institution/Education 90,848 350 31,800 23.00 731,000
Medical and Health Services 67,292 350 23,600 22.00 519,000
Visitor Services 24,788 440 10,900 7.84 85,000
Isjgt;t)"tal L T 284 227,000 2337 5304,000
Production, Distribution, Repair 73,757 570 42,000 6.72 282,000
Total Nonresidential 872,510 308 269,000 5,586,000
Total 8,025,000

8 Sources: San Francisco Planning Department; Table 51.

# Residential vacancy rate reflects a reasonable supply/demand balance in the housing market and not the current
low supply/high demand market in the City.

811,000 Sq. Ft." is thousand building square feet and applies to nonresidential development.

% Trip generation rate and trip generation is for motorized trips only (auto and transit) and excludes bicycle and
pedestrian trips.
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TABLE 46: SAN FRANCISCO DEVELOPMENT AND TRIP GENERATION 204087

Trip 2019-
Residential Generation 2040
Vacancy 2040- Rate Trip
2019- Rate®® 2019 (per Genera-
2040 or Housing Housing tion
House- Gross Units & Unit or (average
holds  Sq.Ft.per 1,000Sq. 1,0005q. daily
& Jobs Employee Ft.® Ft)” tripsp°
Residential
Housing 80,921 NA 106,400 3.48 373,000
Nonresidential
Management, Information & 76,283 240 18,300 987 183,000
Professional Services
Retail/Entertainment (1,158) 350 (400) 68.00 (27,000)
Cultural/Institution/Education (471) 350 (200) 23.00 (5,000)
Medical and Health Services 18,228 350 6,400 22.00 141,000
Visitor Services (793) 440 (400) 7.84 (4,000)
Subtotal Nonresidential (ex. PDR) 92,089 257 23,700 12.02 286,000
Production, Distribution, Repair 11,984 570 6,800 6.72 45,000
Total Nonresidential 104,073 293 30,500 331,000
Total 704,000

87 Sources: San Francisco Planning Department; Table 51.

% Residential vacancy rate reflects a reasonable supply/demand balance in the housing market and not the current
low supply/high demand market in the City.

891,000 Sq. Ft." is thousand building square feet and applies to nonresidential development.

9 Trip generation rate and trip generation is for motorized trips only (auto and transit) and excludes bicycle and
pedestrian trips.
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TABLE 47: TRIP GENERATION RATES®!

Motorized Mode Share Motorize
o!
Trip Generation Rate ~ Place Place Place Trip
(average daily person  Type Type Type Genera-
Economic Activity Category trips) 1 2 3 ”*  tion Rate
Residential
Existing 2019% 84 perhousingunit  59% 62% 62% 61% 5.13
Growth 2019-2040% 57 perhousingunit  59%  62% 62% 61% 3.48
Future 2040% 7.8 perhousingunit  59% 62% 62% 61% 479

Nonresidential
Management, Information &
Professional Services®
Retail/Entertainment®’ 150.0 per 1,000 sq. ft. 41% 39% 71%  45% 68.00
Cultural/Institution/

15.7 per 1,000 sq. ft. 54% 80% 94% 63% 9.87

Education®” 23.0 per1,000sgq.ft. NA 23.00
Medical and Health 220 per 1,000 sq. ft. NA 22.00
Services

Visitor Services® 16.8 per1,000sq. ft. 45%  62% 53% 47T% 7.84
o e

roduction, Distribution, 79 per1,000sq.ft.  85%  85%  85%  85% 6.72

Repair (PDR)%

9 Sources: San Francisco Planning Department, Traffic Impact Analysis Guidelines (TIA Guidelines), Appendix F,
2019, Table 1; U.S. Census Bureau, 2013-2017 American Community Survey 5-Year Estimates for San Francisco; Jan
A. deRoos, Planning and Programming a Hotel, Cornell School of Hotel Administration, 2011, Figure 21.3.

92 Mode share by place type from TIA Guidelines. Weighted average rate based on land use across 981 traffic analysis
zones (each assigned to one of the three place types) that comprise the City's transportation model. Average rate for
nonresidential uses based on 2040 land use. No mode share for Cultural and Medical categories because trip rate
based on survey of development projects that counted vehicles only.

% Trip rate based on 2019 TIA Guidelines (4.5 per bedroom) converted to ADT per housing unit using 1.86 bedrooms
per unit derived from recent U.S. Census housing estimates for San Francisco.

% Trip rate based on 2019 TIA Guidelines (4.5 per bedroom) converted to ADT per housing unit using 1.27 bedrooms
per unit, the average of recent San Francisco housing projects.

% Motorized trip generation rate based on sum of total citywide motorized trips for existing (2019) and growth (2019-
2040) divided by total 2040 housing units. Total trip generation rate (motorized and non-motorized) based on
motorized trip generation rate divided by motorized mode share.

% Trip rates based on 2019 TIA Guidelines.

9 Trip rates not indicated in 2019 TIA Guidelines. Rate drawn from 2015 TSF Nexus Study and is an average of recent
development projects that surveyed only motorized trips.

% Trip rate based on 2019 TIA Guidelines (8.4 trips per room) and 500 square feet per room based on hotel space
programming research paper that indicates a range of 420 to 780 square feet per room, and a recent San Francisco
hotel project that has 450 square feet per room.

9 Trip rate not indicated in 2019 TIA Guidelines so used rate from 2002 TIA Guidelines.
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The following two tables provide support for the calculations presented in Section 5 for the transit capital
maintenance component of the TSF. Table 48 provides the source for the inflation and interest rates that are
inputs to the model for the net present value factor shown in Table 24. Table 49 provides a truncated version of
the model used to calculate the net present value factor.

TABLE 48: INFLATION AND INTEREST RATES1%0

Cost Inflation®: Interest Earned'%?

Calendar Index Annual Fiscal Year Index Annual
Year Rate Ending Rate
2018 285.6 3.89% 2018 104.8 1.63%
2017 274.9 3.23% 2017 103.1 0.93%
2016 266.3 2.98% 2016 102.2 0.67%
2015 258.6 2.62% 2015 101.5 0.75%
2014 252.0 2.86% 2014 100.7 0.73%
2013 245.0 2013 100.0
Five-Year Compounded 3.11% Five-Year Compounded 0.94%
Annual Average Annual Average

TABLE 49: NET PRESENT VALUE FACTOR1%3

Year 1 2 3 43 44 45

Beginning Fund a 73.93 73.62 7329 ... 1099 747 381
Balance!™
Interest b=2a*0.94% 0.69 0.69 0.69 ... 0.10 0.07 0.04
Earnings'®
Expenditures® c=c (prioryr) (1.00) (1.03) (1.06) ... _(3.62) (3.73) (3.85)

*3.11%
Ending Fund d=a+b-c 73.62 73.29 7291 ... 1.47 3.81 0.00
Balance
Net Present Value 73.93
Factorio

100 Sources: Association of Bay Area Governments (https://abag.ca.gov/tools-resources/data-tools/consumer-price-
index); S.F. Treasurer's Office (http://sftreasurer.org/reports-plans).

101 San Francisco Bay Area Consumer Price Index (index 1982-84 = 100).

102 Average annual interest earning on City and County of San Francisco pooled fund balances (index 2013 = 100).
103 Note: This table models the amount necessary to collect in Year 1 such that $1.00 in expenditures can be
sustained for 45 years given inflation and interest earnings. Source: Table 48.

104 Beginning fund balance in Year 1 is solved for to calculate the net present value factor. The Year 1 value is set such
that the Year 45 ending fund balance equals $0.00. In all other years the beginning fund balance equals the ending
fund balance from the prior year.

105 Assumes interest earned on beginning fund balance and all expenditures made at end of year.

1% Expenditures at beginning of Year 1 equal $1.00 and are inflated assuming all costs represent end of year
(inflated) values.
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10.2 New Construction Average Housing Unit Size Memorandum

To: Seung Yen Hong & Mat Snyder (Planning Dept.)

From: Robert D. Spencer, Urban Economics

CC: Humberto Castro & Asher Butnik (HATCH Engineering)
Date: January 13,2020

Subject: New Construction Average Housing Unit Size

The purpose of this memo is to provide the supporting data for a planning assumption of 1,000 square feet on
average per new housing unit for use in the nexus study. This assumption is used throughout the nexus study
to convert public facility needs per capita or per housing unit to a fee imposed per building square foot.

The 2014 San Francisco Citywide Nexus Analysis and 2015 TSF Nexus Study used 1,156 square feet per housing
unit based on an average rentable area size of 925 square feet per unit and a building efficiency rate of 80
percent. This factor was used in in the 2008 Eastern Neighborhoods Impact Fee and Affordable Housing
Analysis. At the time of the 2014 San Francisco Citywide Nexus Analysis , Planning Department staff (Kearstin
Dischinger) had concluded that this assumption still reflected current conditions.

Forces related to demographics (smaller housing size) and market economics (increasing housing costs) in the
city are likely pushing average unit size lower since the 1,156 square feet per unit factor was developed. Indeed,
a 2017 SPUR report estimates 800 square feet per unit (640 rentable area and 80 percent building efficiency). A
July 2019 article by Curbed San Francisco cites rental apartment data from Zumper and Rent Café that results
in an estimate of 921 square feet per unit (737 square feet per unit rentable area and 80 percent building
efficiency).

To test this hypothesis, | pulled available data from the Planning Department’s past two annual housing
inventory reports (2017 and 2018). These reports include two appendix tables (Table A.3, Major Housing
Projects Reviewed and Entitled by Planning Department, and Table A.4, Major Housing Projects Filed at
Planning Department) with project descriptions that include data for building area allocated to residential
uses and number of housing units. This data is not available for most projects. However, between the two
reports a total of 15 projects had this data, which provides a reasonable sample size assuming there is no bias
regarding which projects report this data. The results are shown in Table 50, on the following page.

Based on this data and given that the trend towards smaller unit sizes is likely to continue, we suggest using a
rounded factor of 1,000 square feet per unit for the purposes of the nexus study.

TABLE 50: AVERAGE HOUSING UNIT SIZE
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Project Units Square Feet SF/Unit ‘
2018 San Francisco Housing Inventory Report
30 Otis St. 406 380,173 936
524 Howard St. 284 300,052 1,057
555 Golden Gate Ave. 48 60,000 1,250
230 7th St. 44 42,710 971
235 Valencia St. 37 28,545 771
1144 Harrison St. 371 366,802 989
2017 San Francisco Housing Inventory Report
150 Van Ness Ave, 420 441 577 1,051
975 Bryant St. 120 160,000 1,333
1298 Howard St. 124 128,650 1,038
950 Tennessee St. 100 99,075 991
555 Howard St. 63 150,275 2,385
2444 Lombard St. 53 41,875 790
875 California St. / 770 Powell St. 44 52,400 1,191
980 Folsom St. 33 36,494 1,106
1055 Geary St. 120 103,200 860
Total / Average 2,267 2,391,828 1,055
Sources: San Francisco Planning Department, San Francisco Housing
Inventory Report (2017 and 2018), Tables A.3 and A.4.
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10.3 Note-to-File: Distribution of Funds Collected from the Central SoMa
Infrastructure Fee
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. 49 South Van Ness Avenue, Suite 1400
San Francisco San Francisco, CA 94103

628.652.7600
www.sfplanning.org

NOTE-TO-FILE

Date: December 9, 2021

Case No.: 2018-003594CWP

Subject: Distribution of Funds Collected from the Central SoMa Infrastructure Fee
Summary

This note-to-file establishes a staff-level policy determination on the distribution of funds collected under the
Central SoMa Infrastructure Fee from residential projects, consistent with recent amendments to Planning Code
Section 433.

Background

In December 2018 the Board of Supervisors approved several Ordinances to implement the Central SoMa Plan.
The Board of Supervisors” approvals included a comprehensive set of Planning Code amendments, that, in part,
created new fees specific to Central SoMa, including the Central SoMa Infrastructure Fee (Planning Code Section
433). Although the stated purpose of the fee was to support the expansion of open space, recreation, and transit
infrastructure, as originally adopted, the Central SoMa Planning Code amendments limited the use of funds
collected through the Central SoMa Infrastructure Fee to transit projects only.

As a part of the same approval package, the Board of Supervisors also adopted the Central SoMa Plan and
Implementation Strategy (“Implementation Document”), which, in part, laid out a comprehensive infrastructure
and community benefits package to be implemented over the Central SoMa Plan’s 20-year timeframe. The
Implementation Document included a financing plan for the community benefits package, which included
funding from both existing sources and new sources created by the Central SoMa Plan. The Implementation
Document indicated that funds raised by the Central SoMa Infrastructure Fee would be used for recreation and
open space as well as transit projects, pending trailing legislation

On April 6,2021, the Board of Supervisors adopted Ordinance No. 47-21, “Administrative Code, Planning Code -
Technical Corrections; Amendments to Various Central South of Market Zoning Provisions,” which corrected,
clarified, and updated the Administrative and Planning Code where there were inadvertent errors in the original
Central SoMa Planning Code legislation. Through this legislation, Planning Code Section 433 was amended to
enable Central SoMa Infrastructure Fee funds to go to both transit or recreation and open space projects,
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Note-To-File

Re: Central SoMa Infrastructure Fee Distribution
Case No. 2018-003594CWP

Page 2

consistent with the Central SoMa Implementation Document. The legislation did not require a particular
percentage of the fee to go to transit projects or recreation and open space projects.

Distribution Policy Going Forward

The Planning Department is currently completing a Citywide Nexus Study to establish the maximum supportable
impact fees for different types of improvements, pursuant to the California Mitigation Fee Act. For transit
projects, the Nexus study supports a maximum $24.24 per square foot fee to residential development projects to
fund transit infrastructure projects. To ensure this amount is not exceeded, staff analyzed all impact fees that
contribute to transit projects to make sure that all the fees taken together in their entirety do not exceed the
nexus maximum. For residential development projects in the Central SoMa Plan area, the potentially applicable
transit fees include the Eastern Neighborhoods Infrastructure fee, the portion of the Central SoMa Infrastructure
Fee going to transit, and the Transportation Sustainability Fee.

As noted above, Planning Code Section 433 does not require that a specific percentage the Central SoMa
Infrastructure Fee go to transit and recreation and open space projects. This Note-To-File hereby establishes
that for residential projects that are charged the Central SoMa Infrastructure Fee (i.e., Tier B projects), no more
than $9.53 (or 48%) of the total fee shall go toward transit projects, while the remaining $10.47 (or 52%) shall be
used for recreation and open space projects.

Next Steps

Planning staff recommends Planning Code text amendments to codify the specified allocations for the uses of
the Central SoMa Infrastructure Fee.

San Francisco
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10.4 Child Care Nexus Study for City of San Francisco (2007)
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Executive Summary

The City and County of San Francisco (City) expects to add about 55,900 new residents
and 83,800 new employees between 2006 and 2025, including development expected at
Mission Bay, Rincon Hill, and Visitation Valley. A portion of these new residents and
employees will need child care for their children 0 to 13 years of age. Based on a variety
of demand factors that are discussed in this chapter, the following findings are made
concerning the need for and the nexus to establish a citywide child care linkage fee in San
Francisco. The Department of Children, Youth, and Their Families proposes to expand
the Child Care Linkage Fee Program to apply to all land uses citywide. This is in
contrast to the existing child care fee that only applies to office and hotel uses in the
downtown area.

This child care nexus analysis estimates the number of children associated with
residential growth (including residents that work in the City) and employees that work in
the City but live elsewhere. The need for these children to have licensed child care is
based on a variety of demand factors that are described in more detail below. In
summary, 44% of 0 to 13 year old children of residents are assumed to need formal child
care and 5% of the children of non-resident employees are assumed to need child care,
assuming one child per employee. The analysis does not double-count residents that also
work in the City.

The analysis estimates child care demand for three age groups—infants, preschool, and
school age—based on industry standards of categorizing care. Child care supply
analyzed in this report includes licensed child care centers, family child care homes,
school age programs, both licensed and license-exempt, and some private afterschool
care facilities.!

In general, under the proposed child care program, new development would have two
choices: 1. provide child care space on- or offsite at certain rates that vary by land use; or
2. pay a linkage fee that would vary by land use. Monies generated by the fee program
would be used to fund new child care facilities throughout the City. These options are
currently available in the existing child care fee program.

To summarize, the following steps and assumptions are used to estimate the nexus for
establishing the child care linkage fee by land use:

¢ Total population and non-resident employment growth are estimated by land
use category.

! It also includes spaces in the San Francisco Unified School District’s afterschool program spaces and in
the Recreation and Park Department’s Latchkey program.
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¢ Density assumptions are applied to estimate new dwelling units and square
feet of non-residential space (i.e., persons per household and square feet per
employee).

¢ Child care demand factors are applied to this estimate of new population and
employment growth by land use category to estimate number of total children,
0 to 13 years old, needing licensed care.

¢ Anassumption is made regarding San Francisco’s policy target for child care.
This assumption is that San Francisco plans to fund 100% of the need for new
licensed child care created by growth in population and employment. This is
consistent with most other cities’ child care fees, including the proposed fee in
Alameda County and the current fee in Palm Desert.

¢ The State licensing requirements for child care indoor and outdoor space are
applied to the estimated need for child care spaces by land use.

¢ The total child care space requirements are divided by the amount of
development expected in each land use category, i.e., units of residential and
by 1,000 square feet for non-residential. This becomes the child care space
requirement per land use for indoor and outdoor space.

¢ The average cost per child care space? is applied to the estimated demand for
child care spaces by land use to derive total costs by land use.

¢ The total cost of child care by land use is divided by the number of units or
amount of square footage of new development in each land use category to
derive the maximum linkage fee rate by land use justified by this nexus study.

¢ An administration fee is added to fund the cost of administering the linkage
fee program, which is estimated at 5% of total facility costs. The total child
care facility costs, including administrative costs, is estimated by land use and
then divided by the amount of development in each land use category to
estimate the maximum possible linkage fee on a per unit or per square foot
basis. This is the maximum child care linkage fee that could be charged to
new development at the issuance of building permits.

The following items summarize and highlight the results of the child care nexus analysis
for the City and County of San Francisco.®

Z See Table 10.
® Please note that many figures throughout this document are rounded to the nearest 100.
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¢ Asshown in Table S-1, the City will experience a need for an additional
3,780 formal child care spaces between 2006 and 2025. About 60% of these
will come from residential uses or 2,271 spaces and about 40% or 1,509
spaces from non-residential uses.

¢ On average, the City will need to add about 199 new child care spaces per
year to address demand from expected new development. These spaces are
expected to cost an average of about $2.57 million per year to construct (see
Table S-1).

¢ Table S-2 summarizes the demand for child care spaces as allocated to
different types of child care and the associated cost for each type of care. As
shown, child care centers are the most costly type of child care to build with
an average cost per space of about $27,400. Because the City wants to
provide a mix of different types of care with varying costs and settings, the
average cost per space overall would be $12,325, or significantly less than the
average center-based space.

¢ Table S-3 summarizes the costs of providing child care by land use based on
the demand factors for each land use, which vary based on resident and
employee densities. Residential uses will generate about 60% of the new cost
of child care or about $29.4 million, and non-residential uses will generate the
remaining 40% of revenues or $19.5 million. These revenues will cover the
total combined costs of $48.9 million needed to provide new child care
facilities (including administrative costs) to serve child care needs associated
with new development.

¢ Table S-4 summarizes the child care requirements for residential and non-
residential uses. The requirements are expressed as square feet per dwelling
unit by type of unit and square feet per 1,000 square feet of non-residential
building space. The child care requirement would include indoor and outdoor
space, as shown.

o0 Residential uses would fund a range of 12.6 to 19.1 square feet of indoor
child care space and 8.7 to 13.2 square feet of outdoor space per dwelling
unit based on the nexus analysis.

0 Non-residential uses would fund an average of 9.3 square feet of indoor
child care space and 6.4 square feet of outdoor space per 1,000 square feet
of building space based on the nexus analysis. Actual rates vary by land
use category.
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Table S-5 shows the maximum child care linkage fee rates based on this nexus study,
which include the following:

o Single Family: $2,272 per unit

o Multi-Family, 0 to 1 bedrooms: $1,493 per unit

o Multi-Family, 2+ bedrooms: $1,704 per unit

o Average, Residential $1,595 per unit or $1.72 per sqft*
o Civic, Institutional, Educational: $1.29 per square foot

o0 Hotel: $0.72 per square foot

o Industrial: $0.83 per square foot

0 Medical: $1.29 per square foot

o Office: $1.29 per square foot

0 Retail: $0.97 per square foot

These fee rates include 5% for administrative costs.

¢ The City has the option to adopt fee rates that are lower than those included in this
nexus study. The fee rates discussed in this study reflect the maximum amount of
fee that could be charged based on nexus requirements for establishing fees.

Thus, a 100-unit new multi-family (0 to 1 bedrooms) residential project would generate
about $149,000 in linkage fees to be used to construct new child care or expand existing
child care facilities. The average residential fee of $1,595 per unit is also estimated at
$1.72 per square foot for comparison purposes and is based on the assumption that the
average size of a new residential unit is 925 square feet. A new 100,000-square foot
office project would generate about $129,000 in linkage fee revenue. The existing child
care fee for an office in the downtown district is $1.00 per square foot, and that fee has
not been increased since its adoption in 1986, although changes have been made to the
ordinance for administration purposes. The potential maximum child care linkage impact
fee represents a 29% increase over the prior child care fee for office space, and also
expands coverage to a full range of non-residential uses located throughout San
Francisco.

Policy Options

Several policy options developed by the Department of Children, Youth, and Their
Families and the Consultant are included in this nexus study, which would be at the
discretion of the Board of Supervisors to consider and adopt as part of implementing the
updated Child Care Linkage Fee. These include:

* This is for comparison only and assumes an average sized dwelling unit of 925 square feet. The fee
would be a “per dwelling unit” fee.
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1. The child care impact fee will address 100% of the need for projected child
care demand from 2006 to 2025.

2. The child care fee would apply to all land uses citywide. The current child
care fee applies to office and hotel uses located only in the downtown area.

3. The provision of child care facilities instead of paying the in-lieu fee is limited
to non-residential projects that generate demand for at least 14 child care
spaces (the equivalent of a large family child care home) or a residential
project that wanted to provide a small family child care home within the
project, which serves up to 8 children.

Table S-1

Child Care Requirement and Costs for Residential and Non-Residential Uses
From Net New Growth 2006 to 2025

San Francisco Child Care Linkage Fee Nexus Study

Required Total Cost of Average per Year
Child Care Spaces (1) New of Child Care 2 2006-2025
Land Use Amount Percent Amount Percent Spaces Funding
Residential 2,271 60% $29,392,103 60% 120  $1,546,953
Non Residential 1,509 40% $19,522,825 40% 79  $1,027,517
Totals 3,780 100% $48,914,928 100% 199  $2,574,470

(1) Based on incremental growth in population and employment as estimated in Tables 1 through 8.
(2) Costs includes administrative cost of 5%.

Source: Brion & Associates.
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Table S-2
Summary of Potential Child Care Costs
From New Development 2006 to 2025
San Francisco Child Care Linkage Fee Nexus Study
Average
Number of Cost Per Total
Type of Child Care Child Care Spaces Space (1) Child Care Costs
1 Build New Centers: Spaces 1,070 $27,406 $29,335,081
2 New Centers in Existing or New Commercial Space 344 $13,703 $4,713,908
3 Expand at Existing Centers: Spaces 397 $13,703 $5,442,160
4 New Small Family Child Care Homes: Spaces 756 $500 $377,963
5 New Large Family Child Care Home Spaces 378 $1,429 $539,947
6 Expand FCCH from 8 to 14: Spaces 155 $3,333 $516,741
7 School Age at Existing Schools 679 $8,333 $5,659,846
Average Child Care Cost per Space $12,325
Total Spaces and Costs 3,780 $46,585,646
Administrative Costs (5%) $2,329,282
Total Child Care Costs $48,914,928

(1) See Table 10 for detailed estimates of demand by type of facility and cost factors.
Source: Brion & Associates.
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Table S-3
Summary of New Child Care Costs Generated by New Development by Land Use
San Francisco Child Care Linkage Fee Nexus Study

Allocated Costs by Percent
Type of Development Density Assumptions (1) Land Use Distribution
Factor Type

Residential Uses

Single-Family 3.50 persons/household $1,084,959 2%
Multi-Family, 0 to 1 Bedroom 2.30 persons/household $16,135,758 33%
Multi-Family, 2 + Bedrooms 2.63 persons/household $12,171,386 25%
Total Residential 2.35 persons/household $29,392,103 60%

Non-Residential Uses

Civic, Institutional, Education 225 sqft per employee $25,867 0%
Hotel 400 sqft per employee $680,037 1%
Industrial/PDR 225 sqft per employee $3,885,985 8%
Medical 225 sqft per employee $1,115,442 2%
Office 300 sqft per employee $11,783,734 24%
Retail 350 sqft per employee $2,031,761 4%
Total Non-Residential $19,522,825 40%
Total Child Care Costs with Admin. Costs $48,914,928 100%

(1) Costs are allocated to land uses based on their population and employment densities.
See Tables 14 and 15.
Source: Brion & Associates.
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Table S-4
Summary of New Child Care Space Requirements by Land Use
San Francisco Child Care Linkage Fee Nexus Study
Child Care Requirements
Type of Development Indoor Outdoor
Space Space
Residential Uses
Single-Family 19.1 13.2 sqft per dwelling unit
Multi-Family, 0 to 1 Bedroom 12.6 8.7 sqft per dwelling unit
Multi-Family, 2 + Bedrooms 14.4 9.9 sqgft per dwelling unit
Non-Residential Uses
Civic, Institutional, Education 10.8 7.5 sqft per 1,000 sqft of gross building space
Hotel 6.1 4.2 sqft per 1,000 sqft of gross building space
Industrial/PDR 7.0 4.8 sqft per 1,000 sqft of gross building space
Medical 10.8 7.5 sqft per 1,000 sqft of gross building space
Office 10.8 7.5 sqft per 1,000 sqft of gross building space
Retail 8.1 5.6 sqft per 1,000 sqft of gross building space
Average Non-Residential (1) 9.3 6.4 sqft per 1,000 sqft of gross building space

Note: Child Care demand by land use is based on population and employment densities
and other child care demand factors.
(1) The average would apply to uses that do not fit in the above land use categories.

Source: Brion & Associates.
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Table S-5
Summary of Maximum New Child Care Linkage Fees by Type of Development
San Francisco Child Care Linkage Fee Nexus Study
Maximum Potential
Child Care
Type of Development Linkage Fee
Residential Linkage Fee (1)
Single-Family $2,272 per dwelling unit
Multi-Family, 0 to 1 Bedroom $1,493 per dwelling unit
Multi-Family, 2 + Bedrooms $1,704 per dwelling unit
Average, All Units $1,595 per dwelling unit
Average Per Sqft of Residential Space $1.72 (3)
Non-Residential Linkage Fee (1)
Civic, Institutional, Education $1.29 per sqft of gross building space
Hotel $0.72 per sqft of gross building space
Industrial/PDR $0.83 per sqft of gross building space
Medical $1.29 per sqft of gross building space
Office $1.29 per sqft of gross building space
Retail $0.97 per sqft of gross building space
Average Non-Residential (2) $1.06 per sqft of gross building space

Note: Costs are allocated to land uses based on their population and employment densities.
While the non-residential requirement is per 1,000 sqft, the fee is $ per sqft of space.

(1) Residential fees are by unit type; non-residential fees are per square foot.

(2) The average would apply to uses that do not fit in the above categories.

(3) Assumes the average size unit is 925 sqft per dwelling unit.

Source: Brion & Associates.
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1. Introduction and Purpose of Study

The City and County of San Francisco (City) currently has a child care inclusionary
zoning ordinance with a linkage fee option, which was adopted in 1986. The child care
program applies to office and hotel uses only in the downtown district at $1.00 per square
foot for projects with a net addition of 50,000 square feet of gross building space or more.
The goal of the program is to “foster the expansion of and ease access to child care
facilities affordable to households of low or moderate income.™

The child care requirement was originally adopted in 1986, prior to the adoption of
AB1600 in 1987, which is now commonly called The Mitigation Fee Act (Government
Code 66000). This Act generally requires that a nexus be established for a public entity
to adopt a development impact fee. While it is the City’s position that a nexus analysis is
not needed for the Child Care Linkage Fee Program, the City does want to ensure that the
fee is fair and equitable and meets the principles of nexus. The City’s child care
ordinance was last updated and revised in 2003.°

The requirements of the existing zoning ordinance can be summarized as follows:

¢ Overall, the child care requirement is for a minimum of 3,000 square feet of
child care facility space onsite.

¢ For hotel or office projects less than 300,000 square feet, a 2,000 square foot
child care facility is required onsite.

¢ The child care facility must be a licensed facility.
¢ The formula for determining the amount of child care space is:

net addition gross square feet of hotel/office space x .01 = square feet of child
care space facility required or the minimums listed above.

¢ A project sponsor or group of project sponsors within 0.5 miles of each other
may elect to provide a child care facility at the above rates offsite, within 1.0
miles of the project(s) to meet the requirement.

¢ The child care facility must be provided for the life of the development project
for which the facility is required or as long as there is demonstrated demand.

¢ The child care facility must be reasonably accessible to public transportation
or transportation provided by the project sponsors.

® See Section 314.4.(a)(1) Imposition of Child Care Requirement, page 42, dated April, 9, 2003.
® This update included changes to the Transit Impact, Housing, Child Care, Park, and Inclusionary Housing
Fees to transfer the collection and enforcement of the said fees to the City Treasurer’s Office.
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¢ Inall cases above, proof must be provided that the child care facility is leased
to a non-profit child care provider without charge for rent, utilities, property
taxes, building services, repairs, or any other charges of any nature for a
minimum of three years.

¢ The project sponsor may elect to pay an in-lieu fee at the following rate:
net addition of gross hotel/office space x $1.00 = total in-lieu fee requirement.

¢ Payment of the in-lieu fee is made to the City Treasurer, and the Treasurer
prepares a certification which the project sponsor submits to the Planning
Department as proof of child care mitigation prior to the issuance of the
project’s building permit.

¢ A project sponsor may elect to provide a combination of child care space and
an in-lieu fee, singly or in conjunction with other project sponsors.

¢ A project sponsor may enter into an agreement with a nonprofit child care
provider to provide a child care facility within the city to meet the conditions
of the requirement; the agreement must be for a period of 20 years, with the
first three years being made available free of rent, utilities, property taxes,
building services, repairs or other charges. To facilitate this agreement, the
project sponsor may pay to the nonprofit an amount equal to or in excess of
the sum of the in-lieu fee due for the development project.

Since 1986, the City has collected approximately $4.8 million in child care in-lieu fees.
Over this period, no revenue was collected during seven of the years. The average annual
amount of revenue collected in the last 20 years was $241,000 per year. During the years
when revenue was generated, the largest amount of revenue collected in one year was
$1.01 million in Fiscal Year 1990/91 and the lowest amount collected was about $26,000
in Fiscal Year 1992/93. Given that the existing fee only applies to downtown office and
hotel development, much of the new development in the City over the last 20 years has
not paid child care impact fees.
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2. Nexus Findings

This section describes the findings which establish the nexus between the need for the
Child Care Linkage Fee, the maximum amount of the fee, the need for the facilities to be
funded with the fee, and new development. The City’s current position is that the present
Child Care Linkage Program, including the in-lieu fee provision offered as an alternative
to providing child care on- or offsite, is not subject to the requirements of the Mitigation
Fee Act or Government Code Section 66000. The City does not expect to alter its
position on this matter. However, because the City agreed to sponsor a supporting nexus
analysis as part of the citywide fee study effort, and because there is interest in
determining whether the Inclusionary Program can be supported by a nexus type analysis
as an additional support measure, the City has contracted for the preparation of a nexus
analysis at this time. The nexus findings include:

1. The purpose of the fee and related description of the child care facilities for
which the revenue will be used;

2. The specific use of the child care fee;

3. The reasonable relationship between the child care facility to be funded and
the type of development to be charged the fee;

4. The need for the child care facility and the type of development; and

5. The reasonable relationship between the amount of the child care fee and the
proportionality of the cost specifically attributable to new and existing
development.

Each of these findings is addressed below.

Purpose of the Child Care Linkage Fee

The purpose of the Child Care Linkage Fee is to fund required capital improvements to
create new child care facilities or new spaces at existing child care facilities. These
facilities will be available to serve all new residents and employees that require child care
in San Francisco.

Use of the Child Care Linkage Fee

The Child Care Linkage Fee revenue will be used by the City and County of San
Francisco to construct new child care facilities or provide funding for the expansion of
existing child care facilities in the City. This study identifies seven potential options for
creating new child care spaces and the fee revenue that will be used to fund these options
in the City over the next 19 years, including:

Prepared by Brion & Associates V-3



Final Child Care Linkage Fee Nexus Study
City and County of San Francisco
May 30, 2007

Build new centers (free standing);

Build new centers in existing or new commercial space;

Expand existing centers;

Assist new small Family Child Care Homes;

Assist new large Family Child Care Homes;

Expand Family Child Care Homes from 8 to 14 spaces; and
Support school age care at existing schools or community facilities.

NogakrowhE

The Child Care Linkage Fee revenue will be combined with other City revenues and
private funding to fund new child care facilities. A series of grants and loans will be used
to allocate funding to child care providers, as is the City’s practice with the current child
care fee program.

Relationship of the Child Care Linkage Fee to New Development

New child care facilities are required to serve existing development as well as new
development. The demand for new child care spaces is based on current projections of
child care need prepared as part of this nexus study. The demand for child care from new
development uses the same assumptions that have been used for existing development
and is based on the methodology discussed at the beginning of this chapter and other
research conducted for this study. The fee revenue will be used to fund new
development’s fair share of required child care facilities and/or new spaces at existing
facilities. For development projects which require more than 14 spaces, the developer
would have the option of providing the facility on- or offsite or paying the linkage fee.
The City’s current child care fee allows for either providing child care space or paying an
in-lieu linkage fee.

Need for the Child Care Linkage Fee

Each new residential or commercial project that is developed in the City and County of
San Francisco will generate new residents and non-resident employees. Current data on
the supply of child care in the City shows that approximately two-thirds (or 64%) of the
children needing licensed care have an available space. New development will add to
this unmet demand for child care and aggravate the existing shortage of child care. The
Child Care Linkage Fee will provide or fund new development’s share of required child
care facilities and spaces over the next 19 years. The linkage fee, however, will not be
used to address existing deficiencies.
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Proportionality of the Child Care Linkage Fee

This analysis assumes that the City and County of San Francisco will fund 100% of the
total potential demand for child care in the City arising from new development through
the Child Care Linkage Fee program. New development is being assessed fees only for
their proportional share of the cost of providing new child care facilities and spaces in the
City, assuming the same cost and demand factors that are applied to existing
development. The child care linkage fee program addresses the impact of new
development and not existing development. This study presents the maximum amount of
fees by land use that could be charged to new development based on its impacts.
However, the City can choose to adopt a fee rate that is less than the amounts discussed
in this study.
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3. Summary of Study Approach

This study estimates the current number of children ages 0 to 13 years old who require
child care and the future demand for child care from new development, both residential
and non-residential, through 2025.

¢ Children are analyzed in three age groups:

1. Birth to 24 months old, or Infants
2. 2to 5 yearsold, or Preschool
3. 6to 13 years old or School Age

¢ Several types of child care spaces and providers are discussed:

o Small Family Child Care Home that serves up to 8 children and can
serve all age groups with limits on number of spaces per age group;

0 Large Family Child Care Home that serves up to 14 children and can
serve all age groups with limits on number of spaces per age group;

o Child Care Center that can serve all age groups, depending on its
license(s); infants require a separate license from other age groups; and

0 School Age, which typically just serve school age children but may also
serve preschool-age children

¢ Children as a percent of total population is a key factor in the child care
demand analysis. These rates are taken from the California Department of
Finance’s P-3 Report, which forecasts population by age. The following
represents a summary of the rates assumed in the analysis:

Year Infants Preschool | School Age Total, 0 to 13
2006 2.3% 4.1% 6.1% 12.5%
2006-2025’ 1.5% 3.3% 7.2% 12.1%

¢ While the overall rate does not change very much during the analysis period,
the rate by age group does change significantly. In particular, infants and
preschool-age children decrease, and school age children increase.

" These rates are the average by age over the time period (to 2025).
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¢ All child care spaces analyzed in this report are either licensed or license-
exempt® child care and spaces provided by the City’s Latchkey program run
by the Recreation and Park Department. The City’s Recreation and Park
Department’s program is also not considered formally license-exempt but is a
main source of school age care in the 