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BOARD of SUPERVISORS

MEMORANDUM
RULES COMMITTEE
SAN FRANCISCO BOARD OF SUPERVISORS

TO: Supervisor Katy Tang, Chair
Rules Committee

FROM: Derek Evans, Assistant Clerk

DATE: July 25, 2016

SUBJECT: COMMITTEE REPORT, BOARD MEETING
Tuesday, July 26, 2016

The following file should be presented as a COMMITTEE REPORT at the Board Meeting on
Tuesday, July 26, 2016. This item was acted upon at the Rules Committee Meeting on
Monday, July 25, 2016, at 10:45 a.m., by the votes indicated.

Iltem No. 74 File No. 160698

[Initiative Ordinance - Planning Code - Requiring Conditional Use Authorization for
Replacement of Production, Distribution, Repair, Institutional Community, and Arts
Activities Uses]

Motion ordering submitted to the voters an Ordinance amending the Planning Code to
require Conditional Use authorization for conversion of Production, Distribution, and Repair
Use, Institutional Community Use, and Arts Activities Use and replacement space; and
affirming the Planning Department’s determination under the California Environmental
Quiality Act, at an election to be held November 8, 2016.

REFERRED WITHOUT RECOMMENDATION AS A COMMITTEE REPORT
Vote: Supervisor Katy Tang - Aye

Supervisor Eric Mar - Excused

Supervisor Malia Cohen - Absent

Supervisor Mark Farrell - Aye

C: Board of Supervisors
Angela Calvillo, Clerk of the Board
Alisa Somera, Acting Legislative Deputy Director
Jon Givner, Deputy City Attorney
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Member, Board of Supervisors City and County of San Francisco ‘%"L& ¢

District 4
Leg Cled

DATE: July 20, 2016
TO: Angela Calvillo

Clerk of the Board of Supervisors
FROM: Supervisor Kafy Tang

. Chairperson

RE: Rules Committee .

COMMITTEE REPORT

Pursuant to Board Rule 4.20, as Chair of the Rules Committes, [ have deemed the following matter is of an
urgent nature and request it be considered by the full Board on Jaly 26, 2016, as a Committee Report:

160698 ' Initiative Ordinance - Planning Code - Requiring Conditional Use
Authorization for Replacement of Production, Distribution, Repair,
Institutional Community, and Arts Activities Uses

Motion ordering submitted to the voters an Ordinance amending the Planning Code to require

Conditional Use authorization for conversion of Production, Distribution, and Repair Use, Institutional

Community Use, and Arts Activities Use and replacement space; and affiriming the Planning

Department’s determination under the California Environmental Quality Act, at an election to be held
"November 8, 2016.

This matter will be heard at the Rules Committee Special Meeting on Monday, July 25, 2016, at 10:45 a.m.

City Hall + 1 Dr. Carlton B. Goodlett Place , Room 244 + San Francisco, California 94102-4689
(415) 554-7460 - Fax (415)554-7432 - TDD/TTY (415) 554-5227 + E-mail: katy.tang@sfgov.org
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|| MOVED, Thatthe Planning Departi

_ AMENDED IN COMM]T_EE
{[FILE'NO. 160698, MOTION.NO.

[Initiative: Ordinance - Planning Code - Corditional Use Requiring Replacement of Production, A
Dlstnbunon Repair, [nstitutional Comifiunity, ‘and Arts Activities Uses]

@q_ulre ;replac,e.ment space and Conditional Use authorization for conversion of

1| Production, Distribution, zhd Repair Usg, Institutional Community Use; and Arts

;%;AétiViti'éS’»-U.Séi- and affitming the Planning Department’s ‘defermination under the

|| California Environmental Quality Act;-at an election to'be held November 8, 2016.

it hias determingd that the actions conteimplited

i this ordinaficé comply-with the'California Environmental Quality Act(Califomia Public

1| Resources Gode Secfions 21000 etiseq.). Said determination is.oh file with fhe Clerk of the

|| Board sf Stipervisors it File No. 160698 and is iicorporated herein by referencs:.

|| The Board affirms this determination; and be it

MOVED, That the Board of Supervisors hereby submis the following ordinance fo-the

|| voters of the: Gty and Counfy of-San Francisco, at an election To be held or November 8,

|| Ordiniance amending the Planning Codetorequire replacement space and Conditional

|| Use authorization for conversion of Production, Distribufion, and Repair Use;

|| Institutional Eommunity Use;, and Arts Activities Use:

NOTE: Unchanged Code:fext and uncodified textare in plain font.
Additions ‘to:Codes.are In single-uniderline-italics: Times New R foiit,.
Deletioiis to Codes afe strkethrough italics Times New:Roman font.

Asterisks (¢ * = ¥ indicate thé smission pfurichanged Code: stibsectiohs or
paits of tabless.
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Secfion 1. Findings:

i (=), $San Francisco isa unique city-and its characier fs madeup of the diversity

(b) As-outlined in San Francisco’s General Plan; its density creates 2 richvariety of
expenences aind encounters ori-every street. The City is cosmopoiitan and affable, easily

Hiraversed by foot or by bus, and offérs an itriguing balance of urban archiectire. San

| gives energetic diversity to fts néighborhoods. The residents strive o maintaiti this tradition,

‘| welcoming peoplefrom around the world o participate in the promise of & healthy city;

(). In recent years, this diversity has become threatened biscauseof the high costof

(dy Steady increases in-commercial real egtate rental rates have pushed office prices

bove where they were five years ago 1o about $70. per square foot.

e

{8) The Bay:Area commercial #4] estate markets-are now the foughest in the nation.

{f). This threatens organizations and businesses that-are imporant fo.the Cily bt find

hemselves pushed out of fhis market,

episorkim . |
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EN B NREI S 3 R 38 B

) Many‘ rionprofits fear they will have-to-abandon parf of thelr mission because of the
‘economic pressuré created by high real estate costs or riove to neiw locations.

(i} The reportidentifies that some of this préssiiré gan be addresséd at the Jocal

‘government level by Using zoning to créate space siiitable for arts-and other community

rganizations, turning to publicly owned property for space, and-including forprofit spacs it

ffordable housing development.

() These pressures, although City-wide, aré felt déufely ini San Francisco's South of

1 Market and Mission néighborhoods: Because of this; the Eastern Neighborhoods tommunity

wo oo N gn A W N

%plarin'ing, process began in 2001 with the goal of developing new zoring controls for the

ndustrial portions of these neighborhoods.

{K) Atone time, laiid zoned for industrial uses.covered almost the entire easfem
bayfront of San Francisco, from the southemn county-line to'well north: of Market Street. As the:
| city’s Econory has transformed over time, away:fromi traditional manufacturing and “srioke-

! stacic induistry towid tourism, seivice, and “knowledge-based funstions, the city’s indusirial
1| lands Havé shrunk steadily.

il {) Bythe 1990s, fand zoned for industrial yses stood atabout 12% of the city’s total
;pséﬁbl‘e, fand {i.e., notincluding parks:and streets). This period Wk ohe of strong econdmic

{ growit in which the city gained thousands of riew jobs and residents. As 4 ésil, Gapital,

{{ business, arid building-activity surged into-the industrial and residential Easterri

| Neighborhoods, sotth of Downtawn. While this wealth brought needed resources, it also

| created corflicts around the use of larid. San Francisco's industrial zoning has historically
beenpenmsswe —glliing residences, bffices; and dther Uses; in-addition to industrial

|| businesses.

i {rm) Asipairt of the Eastern Neighborhoods planning process, fig Plabning Depariment !
é{:,wnduﬁéd.;afseﬁes ofworkshops where sfaketiolders articulated goals for their neighborhood, | ,

|| supervisorkim
|| BOARD OF SUPERVISORS
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ﬂii[gh_bgr;hqus; ?:quiamicaﬁs: ,.-@.rsirans.!t!&ﬂmg‘ﬁhout;;halfgor. the G)ﬁSﬁﬂggi{ldﬂS.t;E!al areasin

ese four neighborhoods fo mixed use zones that encourage nisw housing: The ottier

maining half wotld be reserved for Production; Distiibution and Repair zening districts,

spaces cancontinusto thrive:

(p The initial Eastern’ Nelghborhoads Ares Plans-wera. ‘adopted: in 2008,

_eir%corze@ the Eastern Neighborhoods Plans try fo. accomplish twa key: policy

tiire for P.md,uchon;;: Distribytion and Repajrzv(RDR)} iges i e

mjsetifig pressure from resxdentxalando ceuseswhxchcanafford’tepavfarmoretobuy

and develop Tand..

ipenvisor Kirm,

7144 . ..
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|| tech space goes for $70 &

{s) Office fenants are willing to pay well over twice whiat PDR cofrifiands — creafive

irargfoot in SoMa ot the Inner Missjon. This leads fo the Joss of

i?"spa‘ce crifical-for PDR #ctivities and therefore the loss ‘of jobs that resuit from these activities.

(t) ThePlanning Bepartment prepared a report in-April 2005, 6 the demand forand

|| supply of PDR inthe City. This reportis known-as the EPS PDR Study. To-alleviate the

| ﬁ{‘jmpact.of loss of PDR uses-and to: revitalize PDR uses and to aftract technology and bistech
bus'inesses-‘t”o the City; it is necessary forthe City to aggressively purste reterition of PDR

[ and its associated job sectors. Developmerit fhiat removes PDR tise should have the option of

| irén,féc.‘ing‘i the jost space'at:a ofie-t6-0ne ratio; To accomplish 4his, & PDR replacement

program should be-established::

Section 2. The Planning Code is héfeby amended by adding a new Section’202.8, to

1| read asfollows:

|| REPAIR USE. INSTITUITONAL COMMUNITY USE, AND ARTS ACTIVITIES USE:

1| not unsound. shail'be subject to the following requirements:

The following controls shall apply irihe following Eastern Neighborhoods Planis Areas:

bl Mission: Eastern SoMa: Western SoMa: and.if adopied. Central SoMa. Notwithstanding any other

|| provision of this Code; conversion of building space where the prior sisé 1i sith Space was &

1\ Production. Distribution, anid Repair (PDR) use of at least 5,000 Square feet. an Insiitutional

|| Community sise of it Ioist 3,500 squiave foet, or an Aris Activities use, all as defined in Seciion 10,

i through change ii-use oF any-vther removal, ncluding but not limited to demplitiori of @ ]Juzidzncz‘haﬁs

{a) Topreserve the existing:stock of building space suitable for PDR. Institutional Community:

|| and dris Activities uses. such conversion shall. if located within the following zoning districts. reguive

|| Supervisor®im
|| BOARD:OF SUPERVISORS Baged
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spaceshaﬂncludeﬁ 73 square fot of DR ImfmomlCommzw G4t

1| BOARD OF SUPERVISORS

onditional use auithorization under Section 303 and the:space proposed-for conversion shall be

replaced i compliarice with the following criteria®

{1} B the areasthat. as of Jaly 1. 2016 ave zoned SAT or C-3-G..the replucement.

g _fsuace shaZZ Sriclude one. sauare fbof af PER Instztunonal Communn‘v or Arts Activities se foreach

4 gsauare foot of the use: Dmnosed for conversion.,

7 s‘ﬁé:{fpiﬁ'z&‘iﬁéi&%ﬁ&@z

| square foot of the use-proposed for conversion. .

Bl In lheareasz‘hata,s'of.fulvf 2016 are.zoned MUG or MUR. ‘the replaceiiert.,

pace shall inchide 0.50.5giaré foot-of PDR. Frstifutional Comimumity. of Avts Activities se for each

Sisquare. Jook of he sise provosed ﬁ)ﬁ»aonverszon

6 construct a comparable building.

n]acemem‘ space. requzred’ zmdef szz%secnon (a1} viay be reduced By: Jie

‘ot that fs iecessary 1o provide butlding entrances.and extis: matenance; mecharical and

Pages |
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| utilities facilities: tind on-site Gpen space and bicycle ficilities reguired wnder this Code: provided that

\\no reduction shall be permitted for non-car-stiarevehicle parking spuces.

{d) In determining whether to grant Conditional Use tithorization. in additionfo making the

required findings under Section 303, e Planning Commission: shall consider the stitability of the

- replacement space for the use proposed for conversion.

{e) Bremptions. The following shall be &xempt from therequirements of this-Section 302.8:

(':T) Am? properti-under the it vﬁ&d?‘c’ﬁo'n of fhé Port of San Francisco or the Re‘creaﬁ'o;z

i and Park Coniniission: gll. Redevelopmenz‘PZan Areas i ,n eﬁéc; as-of Jul]z L 201 6 and any parcel Zoned, i

|| 2 Budtic) o or afer s 1. 2016,

{2) Undeveloped property. The Feiguirements of this Section 202.8 shall only apply to

fhose portions of a site that ar e deveZoDed with buﬁdmo space where the prior use.in such. Space wiis:

i PDR use: of at Jeasz‘§ 000 square. feef an In.mlunonal Communzz‘y use of at leastZ 300. square feez‘ ar

i Egan Aris detivities use.

B) Any vrol’ecr where ﬂ'ze PDR:zise; Th;sﬁz’ufz'ondl ‘Co;gzmz_miiv use. or Aris Activities use

|| subjiect to conversion commenced after June 14. 2016,

4] Any project for which an Environnental Evaliurion applicttion was subsired 1o

the Plannmg Devartmeni by Fune 14, 2016.

47y puiblic transportanon prowctz

{ 2 Anv project that receives aﬁ‘bro’able housing credtts associated with rez‘em‘zon of

- affordable units-af the South Beach Marina Apartments, pursuant to-Board of Supervisors Resolution

(N, 197-16. ,

{7} Any project where Bl of the residential units with the exception:of the manager’s

unit are qﬁbrddBle‘ hazzsmcrmm*s as that term is 'déﬁned'z'n Section 406(bj(1).

{f)_This Section 202.8 shall not.authorize a change 17 usé if the new use 07 uses gre-otherwise

i prohibited,

Superwsor Kirmi-
1} BOARD OF SUPERV{SGRS
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FILE NO. 160698

LEGISLATIVE DIGEST
(Amended in Committee - 7/21/16)

[Initiative Ordinance - Planning Code - Conditional Use Requiring Replacement of Production,
Distribution, Repair, Institutional Community, and Arts Activities Uses]

Motion ordering submitted to the voters, at an election to be held November 8, 2016,
“Ordinance amending the Planning Code to require replacement space and Conditional
Use authorization for conversion of Production, Distribution, and Repair Use,
Institutional Community Use, and Arts Activities Use”; and affirming the Planning
Department’s determination under the California Environmental Quality Act.

Existing Law

The Planning Code contains various provisions for conversion of Production, Distribution and
Repair (PDR) uses, depending on where such uses are located. There is no general
requirement for conditional use authorization for conversion of an Institutional Community use
or an Arts Activities use. Planning Code Section 202.7 requires replacement of certain PDR
space in the PDR zoning districts.

Amendments to Current Law

If this motion is approved, this measure would be placed on the November 2016 general
_election ballot as an initiative ordinance.

The measure would require conditional use authorization in certain zoning districts for
conversion of a PDR use of at least 5,000 square feet, an Institutional Community use of at
least 2,500 square feet, or an Arts Activities use of any size within the following Eastern
Neighborhoods Plans Areas: Mission; Eastern SoMa, Western SoMa, and, if adopted, Central
SoMa.

Additionally, the measure would require replacement of the space proposed for conversion
on-site as part of the new project. The zoning districts and the replacement requirements are
as foliows: '

(1) In the areas that, as of July 1, 2016, are zoned SALI or C-3-G, the replacement
space shall include one square foot of PDR, Institutional Community, or Arts Activities use for
each square foot of the use proposed for conversion.

(2) In the areas that, as of July 1, 2016, are zoned UMU, MUO, or SLI, the

replacement space shall include 0.75 square foot of PDR, Institutional Community, or Arts
Activities use for each square foot of the use proposed for conversion.

BOARD OF SUPERVISORS ) Page 1
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FILE NO. 160698

(3) In the areas that, as of July 1, 2016, are zoned MUG or MUR, the replacement
space shall include 0.50 square foot of PDR, Institutional Community, or Arts Activities use for
each square foot of the use proposed for conversion.

If a space has been used for a temporary use, such as a “pop-up” restaurant, seasonal
market, or craft fair, that temporary use would not get rid of the requirement to meet this
measure’s conditional use and replacement requirements if the prior permanent use of the
property was PDR, Institutional Community, or Arts Activities.

If the proposed project is the subject of a development agreement, the required replacement
space may be reduced by 0.25 if the development agreement also requires the replacement
space be rented, leased, or sold at 50% below market rate.

In order to approve any conversions, the Planning Commission must make findings required
under Planning Code Section 303 for conditional use authorization and must consider the
suitability of the replacement space for the use proposed.

Certain property is exempt from the requirements of this ordinance, specifically: any property
under the jurisdiction of the Port of San Francisco or the Recreation and Park Commission;
Redevelopment Plan Areas in effect as of July 1, 2016; any parcel zoned P (Public) on or
after July 1, 2016; any undeveloped property or portions of a property; any site where the use
that is subject to conversion commenced after June 14, 2016; any project that has submitted
an environmental evaluation application to the Planning Department by June 14, 2016; any
public transportation project; any project that receives affordable housing credits associated
with retention of affordable units at the South Beach Marina Apartments; any project for 100%
affordable housing.

The measure states that the Board of Supervisors may adopt an in lieu fee and/or off-site .
replacement provisions fo meet the replacement requirements. The fee would be used for the
preservation and rehabilitation of existing PDR, Institutional Community, and Arts Activities
uses. '

The measure provides that the Board of Supervisors may amend it at any time to promote or
better achieve its goal of protecting and enhancing these uses.

n:\legana\as2016\1600794\01123313.docx

BOARD OF SUPERVISORS Page 2
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CITY AND COUNTY OF SAN FRANCISCO
OFFICE OF THE CONTROLLER

Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

July 25, 2016

[l"?

| Uw

The Honorable Board of Supervisors |
City and County of San Francisco
Room 244, City Hall

Angela Calvillo

Clerk of the Board of Supervisors
Room 244, City Hall

AV
1:2 W4 G200

Re: Office of Economic Analysis Impact Report for File Number 160698

Dear Madam Clerk and Members of the Board:

The Office of Economic Analysis is pleased to present you with its economic impact report on file

number 160698, “Requiring Replacement Space: Economic Impact Report.” If you have any questions
about this report, please contact me at (415) 554-5268.

Ted Egan
Chief Economist

415-554-7500 City Hall « 1 Dr. Carlton B. Goodlett Place - Room 316 * San Francisco CA 94102-4694 FAX 415-554-7466




Requiring Replacement Space:
Economic Impact Report

Office of Economic Ana]ysis
ltem #160698
July 25, 2016



Introduction

o The proposed legislation, which has been introduced as an initiative ordinance to be
submitted to the voters for the November 2016 ballot, would create new restrictions on
certain development projects within the Mission and South of Market neighborhoods of
San Francisco.

o The legislation would require projects that seek to convert or demolish existing space
used by production, distribution, repair (PDR), or institutional community uses, generally
to build a greater amount of office space or housing, to obtain a conditional use
authorization from the Planning Commission. These projects would also be required to
provide a certain amount of new space to replace the PDR or community space that is
converted or demolished.

e The provision of replacement space is likely to support employment in the PDR and
community sectors of the city's economy, while reducing the City's property tax revenue
and curtailing the development of new housing and office space.

o For these reasons, the Office of Economic Analysis has determined that the proposed
legislation could have a material impact on the city's economy, and prepared this report.

Controller's Office ® Office of Economic Analysis
City and County of San Francisco 2



Applicability and Exemptions

o The proposed replacement requirements apply to certain zoning districts within the
Mission, East SoMa, Western SoMa plan areas. The requirements will also apply within
the pending Central SoMa plan area, if and when that plan is adopted.

o Depending on the zoning where the project takes place, affected projects would have to
replace 100%, 75%, or 50% of the space that was lost.

o  Projects are exempt from the replacement requirements for the following reasons
(among others):

— they contain less than 5,000 square feet of PDR, 2,500 square feet of institutional community
space, and have no arts activities.

— they are controlled by the Port of San Francisco, the City's Recreation and Parks Department, or
are located in a redevelopment area.

— they have submitted an Environmental Evaluation Application to the Planning Department by
June 14, 2016.

Controller's Office @ Office of Economic Analysis
City and County of San Francisco
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Employment Trends in PDR Industries in San Francisco

Employment in Three PDR Industries in San Francisco,
2001-2015

PDR includes

industrial activities such as
manufacturing,
warehousing, wholesale
trade, maintenance and
repair services. It also
includes arts activities,
including motion picture,
video, and sound
production.

40,000

35,000 | # Maintenance & Repair

1

# Wholesale Trade

M Manufacturing

30,000

25,000

20,000

1

Employment trends in the
three largest PDR
industries are shown to the
left. Long-term decline in
manufacturing and
wholesaling came to an
end in 2010, and most
segments of PDR have
grown since then.
Wholesale trade has grown

6.8%, faster than the
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Overa” C|ty economy

15,000

10,000 -

5,000 -

Controller's Office ® Office of Economic Analysis Source: Bureau of Labor Statistics,
City and County of San Francisco Quarterly Census of Employment and Wages 4



Employment Trends in Community Industries in San Francisco

Employment in Three Community Industries in San Francisco,

2001-2015 Employment in
20,000 - : — — Institutional Community
% Child Care sector in the city has been
18,000 | W Voestional services - — more cyclical than PDR
# Religious, grantmaking, civic organizations em ployment, thOUgh the

main industries in the
sector lost far employment
during the 2001-5
recession than in the Great
Recession.

16,000
14,000

12,000

Since 2010, the sector has
generally grown, but
employment stayed flat
between 2014 and 2015.

10,000

8,000

6,000

4,000

2,000

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Controller's Office ® Office of Economic Analysis Source: Bureau of Labor Statistics,
City and County of San Francisco Quarterly Census of Employment and Wages
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Economic Impact Factors

The proposed legislation would affect the economy in four primary ways:

e

First, mandating replacement of lost PDR and community space would increase the
supply of that space in the city, putting downward pressure on the rents paid by these
uses, and increasing their employment, relative to the status quo.

Second, because the legislation does not increase the total amount of space that can be
built in the city, if more space has to be provided to replace PDR, arts, and community
uses, less housing and office space can be built. Accordingly, the legislation would place
upward pressure on housing prices and office rents.

Additionally, because the replacement space would a lower sales price than new
residential or office space, the assessed value of the new property would be lower. This
would reduce property tax revenues, and spending in the local economy by the City and
other public agencies.

Finally, because the replacement requirement reduces the value of the completed
project, it may make some projects financially infeasible. In such a case, the City would
lose all of the project's property tax revenue, and the loss of residential and office space
would be much greater than the amount of PDR/Arts space retained, unless prices rose
to make the project feasible again.

Controller's Office ® Office of Economic Analysis
City and County of San Francisco 6



Economic Impact Assessment: PDR and Community Space

o The Planning department estimates which land parcels in the city may be considered
"soft sites" that are likely to experience redevelopment in the near future. This
assessment is based on the size of the existing buildings on the site, and the size of

potential buildings that could be built on the site, under the zoning rules in the Planning
Code.

e PDR space on such soft sites is likely to be affected by this proposed legislation, since it
otherwise would likely be converted or demolished to make way for larger residential
and office buildings. However, PDR space on other sites which are not soft would not be
affected by the legislation.

e The OEA analyzed the soft sites affected by the legislation, and determined that that
approximately 315,000 square feet of PDR space on those sites could be preserved via
replacement, representing slightly less than 1% of all the PDR space in San Francisco.
Given the amount of space that a typical PDR job requires, preserving this much space is
equivalent to protecting 350 to 400 PDR jobs.

e |n addition, up to 90,000 square feet of community space could be replaced. At typical

employment densities, this would maintain space for approximately 150 jobs in the social
services sector.

Controller's Office ® Office of Economic Analysis
City and County of San Francisco 7



Economic Impact Assessment: Property Tax Revenue

o Asstated earlier, because the legislation does not permit new buildings to be built larger
to accommodate the replacement space, creating new replacement space will
necessarily lead to less housing and/or office space being built.

o The Property Tax revenue impact of this depends upon the relative prices of PDR and
housing/office space, since property tax assessments are based on these sales prices.
Recent broker reports suggest PDR space in San Francisco is currently selling for
approximately $420 per square foot", while new housing, for example, is selling at
between $1,000 and $1,500 per square foot.

o Lessis known about current sales prices for community space, but prices may also fall in
the $500 - $750 per square foot range.

o These estimates are subject to considerably uncertainty, but if they are roughly correct,
the City and other public agencies that receive Property Tax revenue could stand to lose
between $2.1 to $4.3 million per year, once all of the soft sites in the affected areas are
redeveloped.

Controller's Office ® Office of Economic Analysis
City and County of San Francisco 8



Economic Impact Assessment: Loss of of New Housing

e The proposed legislation will also result in the loss of new housing and office space for
two reasons:

1. The replacement PDR space will consume allowable building space that otherwise would have
gone to new housing and/or office space, as discussed on the previous page.

2. The reduced value of the development may make the project financially infeasible, meaning all
of the new supply is foregone.

e Given recent development trends, the OEA modeled the loss as if it would all be
developed as housing, and none as office space. At a typical size of a new housing units,
the replacement PDR and community space will lead the loss of between 400 to 500 new
housing units.

o To estimate the impact of higher replacement requirements on feasibility and the
probability of new housing and office being produced, the OEA used a development
model originally created to model higher inclusionary housing requirements earlier in
2016. This model, which is subject to considerable uncertainty and is currently in the
process of being improved, nevertheless suggests a very low annual loss in overall new
development because of the replacement requirements.

o Together, these effects lead to an estimate of a 0.2% average annual increase of housing
prices

Controller's Office ® Office of Economic Analysis
City and County of San Francisco 9



Economic Impact Assessment: Net Impact and REMI Simulation

e Using our REMI model of the San Francisco economy, the OEA has modeled the net
economic impact of the following effects we project will be caused by the legislation:
— Net gain of 350-400 PDR jobs, and 150 jobs in social services.
—  Loss of between $2.1 - $4.3 million in property tax revenue annually.
— 0.2% increase in Citywide housing prices.

e The simulation results in a net positive economic impact: a job gain of between 120 and
225 jobs, and a net expansion in the city's economy of between $25 - S50 million per
year.

e The impact of job gains in the PDR and social service sectors was found to outweigh a
slight loss of public sector jobs caused by reduced property tax revenue, and a slight
citywide decline in jobs in every sector caused by higher housing prices.

e The positive net impact is particularly sensitive to estimates of housing price inflation,
which is closely associated with the number of housing units that would not be built
because the cost of the new requirement makes development infeasible. Since our
modeling of this process is subject to considerable uncertainty, our confidence in these
overall conclusions is limited.

Controller's Office ® Office of Economic Analysis
City and County of San Francisco 10



Staff Contacts

Ted Egan, Ph.D., Chief Economist
ted.egan@sfgov.org

Controller's Office ® Office of Economic Analysis
City and County of San Francisco
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CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

July 25, 2016

Ms. Angela Calvillo

Clerk of the Board of Supervisors

1 Dr. Carlton B. Goodlett Place Room 244
San Francisco, CA 94102-4689

RE: File 160698 — Ordinance requiring conditional use authorization for replacement of production,
distribution, repair, institutional community, and arts activities uses (first draft)

Dear Ms. Calvillo,

Should the proposed ordinance be approved by the voters, in my opinion, it would reduce the
revenue available for general governmental services by several million dollars annually.

The proposed amendment would require certain projects seeking to convert or demolish existing
space within the Mission and South of Market neighborhoods used by production, distribution,
repair (PDR), or institutional community uses to obtain a conditional use authorization from the
Planning Commission prior to constructing new office space or housing on those sites. These
projects would also be required to provide a certain amount of new space to replace the PDR or
community space that is converted or demolished.

The City and other public agencies would receive a reduced amount of property tax revenue, to
the extent that the assessed values of new property for PDR or institutional community uses are
lower than the assessed values of new residential or office space. My office projects a loss of
revenue of between $2.1 and $4.3 million annually. The range of estimated revenue impacts
reflects considerable uncertainty regarding the impact of the ordinance on future possible

development in the City.
Sincerely
* Note: This analysis reflects our understanding of the proposal as of
N f the date shown. At times further information is provided to us which
may result in revisions being made to this analysis before the final
Ben Rosenfield Controller’s statement appears in the Voter Information Pamphlet.
Controller

415-554-7500 City Hall « 1 Dr. Carlton B. Goodlett Place » Room 316 » San Francisco CA 94102-4694 FAX 415-554-7466




Evans, Derek

From: Board of Supervisors, (BOS)

Sent: Monday, July 25, 2016 11:03 AM

To: Evans, Derek

Subject: FW: PDR Initiative Crdinance 160698

-—---Original Message---—-

From: mari eliza [mailto:mari.eliza@sbcglobal.net]

Sent: Monday, July 25, 2016 4:23 AM

To: Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org>

Cc: Tang, Katy (BOS) <katy.tang@sfgov.org>; Yee, Norman (BOS) <norman.yee@sfgov.org>; Farrell, Mark (BOS)
<mark.farrell@sfgov.org>; Peskin, Aaron (BOS) <aaron.peskin@sfgov.org>; Breed, London (BOS)
<london.breed@sfgov.org>; Kim, Jane (BOS) <jane.kim@sfgov.org>; Wiener, Scott <scott.wiener@sfgov.org>; Campos,
David (BOS) <david.campos@sfgov.org>; Chung Hagen, Sheila {(BOS) <sheila.chung.hagen@sfgov.org>; Cohen, Malia
{BOS) <malia.cohen@sfgov.org>; Avalos, Iohn (BOS) <john.avalos@sfgov.org>; Ang, April (BOS) <april.ang@sfgov.org>;
Mar, Eric (BOS) <eric.mar@sfgov.org>

Subject: re: PDR Initiative Ordinance 160698

July 25, 2016
Supervisors:

re: [Initiative Ordinance - Planning Code - Requiring Conditional Use Authorization for Replacement of Production,
Distribution, Repair, Institutional Community, and Arts Activities Uses] Sponsors: Kim; Peskin

I've been promoting artists and musicians in San Francisco for a long time and | know a lot of people who have left. |
joined a group of artists and activists who were trying to protect Cell Space and we eventually formed the Artists
Displacement Task Force. We worked on many campaigns, projects and events to try to spread awareness about the
state of the arts in San Francisco and we succeeded in getting a lot of attention and press.

While our main goal is to protect PDR space for artists, many other essential PDR businesses have also been forced out
of San Francisco and that has resulted in more in-coming traffic and freeway congestion.

On my way 10 a party in Burlingame | experienced some really bad traffic at 4 PM on Saturday and when we got off the
freeway in Burlingame | saw proof that displacement of PDRs is a major contributor to the increase in regional traffic.

We drove past acres of shops and warehouses with electrical engineers, plumbing contractors, auto-body repair shops
and party rentals that used to reside in the city but now must drive in to work.

If you have a teak and call a plumber, chances are that plumber will be driving into town to fix your leak, and it may take
a while for them to get there. The bill will probably be higher and your insurance rates may rise to reflect the increased
costs. The increased insurance rates will raise the cost of everything, including rents, which contributes to inflation.

These are just a few of the unintended consequences that can and should he avoided by keeping a reasonable balance
of zoning and property uses within city neighborhoods. Why not consider turning empty retail into PDR?

For this and many other reasons | believe we need a ballot initiative to bring these issues to the attention of the voting
public. We need a dialogue about the importance of keeping a balance between the various types of housing, office and

PDR spaces in the city. This is why | support the hallot initiative that Supervisor Kim is sponsoring.

Sincerely,




Mari Eliza




CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER , Ben Rosenfield
' Controller

Todd Rydstrom
.Deputy Controller

July 13, 2016

Ms. Angela Calvillo

Clerk of the Board of Supervisors

1 Dr. Carlton B. Goodlett Place Room 244
San Francisco, CA 94102-4689

RE: File 160698 — Ordinance requiring conditional use authorization for replacement of production,
distribution, repair, institutional community, and arts activities uses (first draft)

Dear Ms. Calvi]lo,

Should the proposed ordinance be approved by the voters, in my opinion, it would have a minimal
impact on the cost of government.

The proposed amendment would require conditional use authorization for conversion of
production, distribution, and repair use; institutional community use; or arts activities use. The
proposed amendment also provides criteria for when these spaces could be replaced. The
Planning Department has an existing process for conditional use authorization. If the ordinance is
passed, these authorization requirements would be incorporated into the existing approval
process.

Sincerely, . M
Nadpeft

Ben Rosenfield
: Controller

Note: This analysis reflects our understanding of the proposal as of
the date shown. At times further information is provided to us which
may result in revisions being made to this analysis before the final
Controller’s statement appears in the Voter Information Pamphlet.

415-554-7500 City Hall = 1 Dr. Carlton B. Goodlett Place » Room 316 » San Francisco CA 94102—4694 ) FAX 415-554-7466
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YARD 6E.STPERVISORS

Jurie 27, 2016

File Nos, 160698

Attachment

Not defined as a project under CEQA Guidelines
Sections 15378 and.,15060(c)2) because it does not
result in a physical change in the environment.

Individual physical projects would require
environmental review.
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City Hall
1 Dr, Carlton B. Goodlett Place, Room 244
Saii Francisco 94102-4689
Tel. Neo. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

June 27, 2016

File Nos. 160698

Sarah Jones -
Environmental Review Officer
Planning Department

1650 Mission. Street, 4t Floor
San Francisco, CA 94103

Dear Ms. Jones:

On June 14, 2016, Supervisor Kim introduced the following Motion to consider the
proposed Initiative Ordinance for submission by the full Board, for the November 8,
2016, Election:

File No. 160698 Initiative Ordihance - Planning Code - Requiring
Conditional Use Authorization for Replacement of
Production, Distribution, Repair, Institutional
Communiity, and Arts Activities Uses

Motion ordering-submitted to the voters an Ordinance amending the Planning
Code torequire Conditional Use authorization for conversion of Production,
Distribution, and Repair Use, Institutional Community Use, and Arts Activities
Use and replacement space; and affirming the Planning Department's
determination under the California Environmental Quality Act, at an élection 16 be
held. November 8, 2016.

These matters are being transmiitied to you for environmenial review.

Angela Calvillo, Clerk of the Board

By: Derek Evans, Clerk
Rules Gommittee:
ttachment
A Not defined as a project under CEQA Guidelines
o Joy Navarrete; Environmental Planner Sect10n§ 15378 a1:1d 15060(0)2). because it does not
Jeanie Poling, Environmental Planner result in a physical change in the environment.

Individual physical projects would require
environmental review. ‘

Digitally signed by Joy Navarmte
DN: er=toy Navanete, o=Planning,

ou=Envho, tal Plannis
Joy Navarrete wememmirms -
Date 2016.0630 08:19:55 -07'00"
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N City Hall
%\ 1 Dr. Cariton B: Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
Tel, No, 554-5184.
Fax No: 5545163
TPD/TTY No. 554-522F
MEMORANDUM
T"Oii Bein Rosenfield, Cﬁy Controller

FROM; W Derek Bvans, Clerk, Rules Committee
Board of Supervisors

DATE: June 27,2016

SUBJECT:  INITIATIVE ORDINANCEMOTION INTRODUGED
November 8, 2016, Election

The Board of Supervisors’ Rules Committée has. received the following Motion to
consider the proposed Initiative: Qrdinance for submission by the full Board, for the:
November-8, 2016, Election, introduced by Supervisor Kim on Jung 14, 2016,

File No. 160698 Initiative Ordmance ~ Planning Code - Requiring
Conditional Use Authorization for' Replacement of
Production; Distribution, Repair, Instifutional
Community, and Arts Activitiés Uses

Motion ordering submitted to the woters-an Ordinance amendmg the Plarning
Code to require Condifional Use authorization for conversion of Prod uction,

" Distribution; and Repair Use, Instit Commumfy Use, and Arts Activities:
Use and replacement space; and affirming the Planning Department’
determinationr under the California Environmental Quality Act; at an eledtion to be
held November 8, 2016

Thxs faitter is' being: referred o you in -accordance with Electiohs Code, Set
305(B)(2). and Rules of Ord; review and prepare afinangial anatysxs on
the: proposed measures prior to the rst Rules Commjttee hearing.

I you have any questions. or ‘concems. p’lease oali me ai (415} 554-7702 or emaﬂ"
derek.evans@sfgov.org. To 3 mit documeritatior

of Supervisors, City Hall, R
CA 94102.

[
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City Hall
\ Di. Carfton B, Goodlett Place, Room 244.
Sax Francisco 94102-4689
“Tel. No. 554-5184
Fax 'N,O. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

T0; Nicale Elliott, Mayor's Office
Joh Givner, Office of the Gty Attorney
Naomi Kelly, City Administrator -
LeeAnn Pelham, Executive Ditector, Ethics Cemmission
John Arntz, Director, Department of Electionis
John Rahaim, Directof, Planring Department

FROM: % Derek Evans, Clerk, Rules Committee:
" Board of Supervisors: .

DATE: June27, 2016

" SUBJECT:  INITIATIVE ORDINANCE MOTION INTRODUCED
NovemberB 2016 Elex:fon

The Board of Supervisors" Rules Committee has: received the following Motior: fo donsider the.
proposed Initiative QOrdinaiice for subriigsion by the full Board, for the November 8, 2018,
Election, intfoduced by SupervisorKim. art June 14, 2016.

Filé No. 160698 Initiative Ordinance - Planning €ode -~ Requiring Conditional
Use Authorization for Replacement of Produétion,
Distribution, Repair, Institutional Community, and Arts
Activities Uses

‘Motion ordering submitted.to-the voters:ar Ordinance amending the Planning Code to
require: Conditional Use authorization for conversion-of Productior, Distribution, aric
Repair Use, Institutional Commuinity Use, and Arts Activities Use and replacemient
space; and affirming the Planning Department's determination under the California:
Enwronmen‘tal Quality Act, at gn eléction. to be held NovemberB 20186.

Thls matter is being referred to you in accordance wfth Baard Ruies 0f Grder 2.22 4 Piease

I you. h‘av.e; afny quest‘_'ions o cohcetns, f]jle‘éée; call me at (415) 554-7702 or email
derek kevanis@sfgov.ord. To submit documentation,. please forward to' me at the: Board. of
Supervisors, City Hall, Room 244, 1 Dr: Garltory B: Goodiett Place, San Fancisco, CA.94102:

£es) Scolt Sanchez; F’Yannmg Department.
AnMarie Rodgers Planning Department
Aarori Starr, Planning Department
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BOARDof SUPERVISORS

- Sarah Jones

Environmental Review @fﬁcer
ing Departrisnt
1650 Missiori &
San Francisco; CA 94103

Deatr Ms. Jones:

t, 4% Floor

City ’Hall
San Franclséé 94102—4689
Tel. No. 554-5184
" Fax No.554-5163
TDD/TTY No. 554-5227

June 27,2016

File Nos. 160698

On. Junhe: 14 2016 Supervisor Kim' introduced the following Mofion to consider the
proposed Iitiative Ordlnance for submission by the full Board, for the November 8,

- 2016, Election;

File: No. 160698 lmtlatnfe Ordinance - Planning Gode - Requiring
Conditional Use Authorization for Replacement of

Proda

fon, Distribution; ~ Repair,  Institutional

Commumty, and Arfs Actmtles Uses

Motion ordenng ‘submitted to the voiefs an.Ordinange amendmg the Plarining

Code to require Conditional Us
Distribution, and Repalr Use, nstity
Use. and repiacemeni $paice and

orization for conversion of Praduction,
al Community Use, and Arts Activities
ing the Planning Department's

determination under the California Environmental Quality Act, at-an election fo be

held November 8, 20116:

These matters are being fransmitted to you for envitonriental review.

Attachment

Angela Calvilio, Cletk of fhe Board

Rules Comm _ _,Ve :

¢ Joy Navarrets, Envmnmemfal Planner

dednie: Polmg,

ronmental Planner

7156



Introduction Form

By-a Memberof thie Board of Supervisors-or the Mayor.

o | [Timestamp
Thereby subinit the following item for infroduction (select only one): Lovsitéeting dafe

X' 1.For reference to Committee. {An Ordinance, Resolution, Motion, or Charter Amendment)
2. Request for next prfinted dgenda Without Reference to Commitiee:

3. Request for hearing on 4 subject matter at Cominittee,

4. Request for letter beginning "Superwsor | | a - “ | inquires

5, City Attorney reéquest. .
6.Call FileNo, | . | from Comsitiee.

7. Budget Analy st request (attach written mohon)

8. Substitute Leglslauon File No.

9, Reactlvafe File No.

;:‘1’ oooooo oo

10. Question(s) submitted for Mayoral Appearance before the BOS on

-+ Please check the appropriate boxes, The proposed legislation should befbrwardédito the following:
[0 Small Busiriess Commission [[] Youth Commission: [1 Fthics Commission
" [7 PlamingCommission  [7 Building Inspection Commission
Note: For the Imperative Agenda(a resolution not on the printed agenda), use a. Imperaﬂva Form.
Sponsor(s)

SupemsorKlm

iSubj ect:

j Anﬁdiéplagcment Initiative Qrdinance

zThe text is hsted below or attached

Please $ee aftachei

Signatuite of Sponsoring Supervisor: {2

" For Clerk’-s; Use Only=
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