© 00 N o o b~ w N Pk

N NN N NN B B R R R R R R R
O N W N B O © © N o O M W N B O

SUBSTITUTED

FILE NO. 190548 9/10/2019 ORDINANCE NO.

[Planning Code - Jobs Housing Linkage Fee and Inclusionary Housing]

Ordinance amending the Planning Code to modify the Jobs Housing Linkage Fee

by allowing indexing of the fee, adding options for complying with the fee,

requiring payment of the fee no later than at the time of first certific

ate of

occupancy, dedicating funds for permanent supportive housing and the

preservation and acquisition of affordable housing, and to remove the monetary

limit for the Small Sites Funds under the Inclusionary Housing Program; 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 findin

gs 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 smqle underllne |taI|cs Times New Roman font.

Deletions to Codes are in
Board amendment additions are in double underllnec

Avrial font.

Board amendment deletions are in

| font.

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 Franci

Section 1. Environmental and Land Use Findings.

SCO.

(a) The Planning Department has determined that the actions contemplated in

this ordinance comply with the California Environmental Quality Act (Cali

fornia Public

Resources Code Sections 21000 et seq.). Said determination is on file with the Clerk of

the Board of Supervisors in File No. 190548 and is incorporated herein by reference.

The Board affirms this determination.
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(b) On September 19, 2019, the Planning Commission, in Resolution No. 20522,
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. 190548, 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. 20522, and the Board

incorporates such reasons herein by reference.

Section 2. Atrticle 4 of the Planning Code is hereby amended by revising
Sections 409, 413.1, 413.4, 413.6, 413.7, 413.8, 413.9, 413.10, and 415.5, and deleting
Section 413.5, to read as follows:

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

@) Citywide Development Fee and Development Impact
Requirements Report. In coordination with the Development Fee Collection Unit at DBI
and the Director of Planning, the Controller shall issue a report within 180 days after the
end of each even-numbered fiscal year that provides information on all development
fees established in the Planning Code collected during the prior two fiscal years
organized by development fee account and all cumulative monies collected over the life
of each development fee account, as well as all monies expended. The report shall
include: (1) a description of the type of fee in each account or fund; (2) the beginning

and ending balance of the accounts or funds including any bond funds held by an
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outside trustee; (3) the amount of fees collected and interest earned; (4) an
identification of each public improvement on which fees or bond funds were expended
and amount of each expenditure; (5) an identification of the approximate date by which
the construction of public improvements will commence; (6) a description of any inter-
fund transfer or loan and the public improvement on which the transferred funds will be
expended; and (7) the amount of refunds made and any allocations of unexpended fees
that are not refunded. The report shall also provide information on the number of
projects that elected to satisfy development impact requirements through the provision
of "in-kind" physical improvements, including on-site and off-site BMR units, instead of
paying development fees. The report shall also include any annual reporting information
otherwise required pursuant to the California Mitigation Fee Act, California Government
Code Sections 66001 et seq. The report shall be presented by the Director of Planning to
the Planning Commission and to the Land Use & Ecenemic-Development Transportation

Committee of the Board of Supervisors. The Rreport shall also contain information on
the Controller's annual construction cost inflation adjustments to development fees

described in subsection (b) below, as well as information on MOHCD's separate

adjustment of the Jobs-Heusing-Linkage-and-Inclusionary Affordable Housing fFees
described in Sections-413-6{b)-and 415.5(b)(3).

(b)  Annual Development Fee Infrastructure Construction 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 San

Franciseo-Planning Code and, with the exception of the Jebs-Heusing-LinkageFee-in
Section-413-et seg—and-the-Inclusionary Affordable Housing Fee in Section 415 et seq.,

shall adjust the dollar amount of any development fee on an annual basis every January
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1 based solely on the Annual Infrastructure Construction Cost Inflation Estimate. The
Office of the City Administrator's Capital Planning Group shall publish the Annual
Infrastructure Construction Cost Inflation Estimate, as published-by-the- Office-of the-City
Administrator's-Capital Planning-Greup-and-approved by the City's Capital Planning

Committee, no later than November 1 every year, without further action by the Board of

Supervisors. The Annual Infrastructure Construction Cost Inflation Estimate shall be

updated by-the-Capital-Planning-Group-onan-annual-basis-and-no later than November 1
every year,-in-consuttation-with-the-Capital-Planning-Committee; in order 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. The Capital Planning Group may
rely on past construction cost inflation data, market trends, and a variety of national,
state, and local commercial and institutional construction cost inflation indices in
developing their its annual estimates for San Francisco. The Planning Department and
the Development Fee Collection Unit at DBI shall provide notice of the Controller's
development fee adjustments, including the Annual Infrastructure Construction Cost
Inflation Estimate formula used to calculate the adjustment, and MOHCD's separate
adjustment of the-Jebs-Hoeusing-Linkage-and Inclusionary Affordable Housing Fees 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
Jobs-Heousing-Linkage-Fee-and-the Inclusionary Affordable Housing fFees shall be adjusted
under the procedures established in Sections-413-6(b)}and 415.5(b)(3).

SEC. 413.1. FINDINGS.

The Board hereby finds and declares as follows:

A-(a) Large-scale entertainment, hotel, office, laboratoryresearch-and-development,
and retail developments in the City ard-Coeunty-efSan-Franeisee-have attracted and
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continue to attract additional employees to the City, and there is a causal connection
between such developments and the need for additional housing in the City, particularly
housing affordable to households of lower and moderate income. Such commercial
uses in the City benefit from the availability of housing close by for their employees.
However, the supply of housing units in the City has not kept pace with the demand for
housing created by these new employees. Due to this shortage of housing, employers
will have difficulty in securing a labor force, and employees, unable to find decent and
affordable housing, will be forced to commute long distances, having a negative impact
on quality of life, limited energy resources, air quality, social equity, and already
overcrowded highways and public transport.

B:(b) There is a low vacancy rate for housing affordable to persons of lower and

place-to-Hive-This low vacancy rate is alse-due in part to large-scale commercial

developments, which have attracted and will continue to attract additional employees
and residents to the City. Consequently, some of the employees attracted to these
developments are competing with present residents for scarce, vacant affordable
housing units in the City. Competition for housing generates the greatest pressure on
the supply of housing affordable to households of lower and moderate income. In San
Francisco, office or retail uses of land generally yield higher income to the owner than
housing. Because of these market forces, the supply of these affordable housing units

will not be expanded. Furthermore, Federal and State housing finance and subsidy
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programs are not sufficient by themselves to satisfy the lower and moderate income
housing requirements of the City.

C-(c) The City has consistently set housing production goals to address the regional

and citywide forecasts for population, households, and employment. Although San Francisco has

seen increased housing production each successive decade since the 1970s, the City has not been

able to close the gap between its housing production goals and actual production. As

B-(d) There is a continuing shortage of low- and moderate-income housing in

San Francisco. Affe

F——It is desirable to impose the cost of the increased burden of

providing housing necessitated by large-scale commercial development projects directly

upon the sponsors of the development projects by requiring that the project sponsors

contribute land er-money-to-a-housing-developer-or pay a fee to the City to subsidize
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housing development as a condition of the privilege of development and to assist the

community in solving those of its housing problems generated by the development.
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Bay Area has seen dramatic increases in land acquisition costs for housing, the cost of

new housing development and the affordability gap for low to moderate income workers
seeking housing. Commute patterns for the region have also changed, with more
workers who work outside of San Francisco seeking to live in the City, thus increasing
demand for housing and decreasing housing availability.

(f As the regional job center, San Francisco has historically had the highest ratio of

jobs-to-housing units in the Bay Area.

(a) The required housing exaction shall be based upon formulas derived in a periodic

jobs housing nexus analysis. Consistent with the requirements of the California Mitigation Fee

Act, the jobs housing nexus analysis shall demonstrate the validity of the nexus between new,

large scale entertainment, hotel, office, laboratory, and retail development and the increased

demand for housing in the City, and the numerical relationship between such development

projects and the formulas for the provision of housing set forth in Section 413.1 et seq.

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

prepared by Keyser Marsten Associates, Inc., dated May 2019, 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.
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SEC. 413.4. IMPOSITION OF HOUSING REQUIREMENT.

* * % *

(c) Sponsor's Choice to Fulfill Requirements. Prior to issuance of a
building or site permit for a development project subject to the requirements of Section
413.1 et seq., the sponsor shall elect one of the three-options listed below to fulfill any
requirements imposed as a condition of approval and notify the Department of their
choice of the following:

(1) Contribute land of value at least equivalent to the in-lieu fee,

according to the formulas set forth in Section 413.1 et seq., to MOHCD pursuant to Section

(2) Pay an in-lieu fee to the Development Fee Collection Unit at

DBI according to the formula set forth in Section 413.6; or

3) Combine the above options pursuant to Section 413.8.
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24
25
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SEC. 413.6. COMPLIANCE WHHHJOBS-HOUSINGLINKAGE-PROGRAM-BY

PAYMENT OF IN-LIEU FEE.

(@  The amount of the fee which may be paid by the sponsor of a

development project subj
reguired-by-Seetion-413.5 shall be determined by the following formulas for each type of
space proposed as part of the development project and subject to this Article 4.

(1) For applicable projects (as defined in Section 413.3), any net
addition shall pay per the Fee Schedule in Table 413.6A, and

(2) For applicable projects (as defined in Section 413.3), any
replacement or change of use shall pay per the Fee Schedule in Table 413.6B.

* ox k%
TABLE 413.6A
FEE SCHEDULE FOR NET ADDITIONS OF GROSS SQUARE FEET

Use Fee per Gross Square Foot
Entertainment $18.62
Hotel $14.95
Integrated-PDR $15.69
Institutional $0-60
Office $19.9669.60
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PDR $0-00
LaboratoryResearch-& Development $13.3046.43
Residential $0-00
Retail $18.62
Small Enterprise Workspace $15.69

TABLE 413.6B
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FEE SCHEDULE FOR REPLACEMENT OF USE OR CHANGE OF USE

Previous Use

New Use

Fee per Gross Square

Foot

Entertainment, Hotel,
tategrated-RBR-Office,
LaboratoryReseareh-&
Development, Retall, or
Small Enterprise

\Workspace

Entertainment, Hotel,

Hategrated-RBR-Office,

\Workspace

Retail, or Small Enterprise

$0-00

PDR which received its

First Certificate of

Entertainment, Hotel,

Hategrated-RBR-Office,
LaboratoryReseareh-&

Use Fee from Table 413.6A

its First Certificate of

Hntegrated-PBR-Office,

Occupancy on or before  [Bevelepment, Retail, or minus $14.09
April 1, 2010 Small Enterprise
\Workspace
Institutional which received [Entertainment, Hotel,
$0-00
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Occupancy on or before

April 1, 2010

LaboratoryReseareh-&
Development, Retall, or

Small Enterprise

\Workspace

Institutional or PDR which
received its First Certificate
of Occupancy on or before

April 1, 2010

Institutional, PDR,

LaboratoryReseareh-&
Development, Residential

$0-00

Institutional or PDR which

received its First Certificate

Development, Retail, or

Small Enterprise

\Workspace

ANy Use Fee from Table 413.6
of Occupancy after April 1,
2010

Entertainment, Hotel,

Hategrated-RBR-Office,

PDR, LaboratoryResearch-&
Residential Use Fee from Table 413.6
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(be)  Any in-lieu fee required under this Section 413.6 is 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, with an option for the project sponsor to
defer payment to prior to issuance of the first certificate of occupancy upon agreeing to
pay a deferral surcharge that would be deposited into the Citywide Affordable Housing
Fund in accordance with Section 107A.13.3 of the San Francisco Building Code.

(c) Notwithstanding any other provision of this Code, for any project that (1)

received an approval from the Planning Commission or Planning Department on or before

December 31, 2019, stating that the project shall be subject to any new, changed, or increased

Jobs Housing Linkage Fee adopted prior to that project’s procurement of a Certificate of

Occupancy or Final Completion, and (2) has not procured a Certificate of Occupancy or Final

Completion as of the effective date of the ordinance in Board File No. 190548, amending this

Section 413.6, such project shall pay the difference between the amount of the fees assessed at

the time of site permit issuance and any additional amounts due under the new, changed, or

increased fee before the City may issue a Certificate of Occupancy or Final Completion.

SEC. 413.7. COMPLIANCE BY LAND DEDICATION-WTFHINTHE-CENTRAL
SOMASPECIALUSEBISTRICT.

(@) Controls. Within-the Central- SoMa-Special- Use-District; Pprojects may
satisfy all or a portion of the requirements of Section 413.1 et seq. 5-413.-6-and-413-8-via
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dedication of land to the City for the purpose of constructing units affordable to qualifying

households. Projects may receive a credit against such requirements up to the value of
the land donated, calculated pursuant to subsection (b) below.
(b) Requirements.

(1) The value of the dedicated land shall be determined by the
Director of Property pursuant to Chapter 23 of the Administrative Code, but shall not
exceed the actual cost of acquisition by the project sponsor of the dedicated land in an
arm’s length transaction. Prior to issuance by DBI of the first site or building permit for a
development project subject to Section 413.1 et seq. the sponsor shall submit to the
Department, with a copy to MOHCD and the Director of Property, documentation
sufficient to substantiate the actual cost of acquisition by the sponsor in an arm’s length
transaction of any land to be dedicated by the sponsor to the City-and-County-ofSan
Franeiseo, and any additional information that would impact the value of the land.

(2) Projects are subject to the requirements of Section
419.5(a)(2)(A) and (C)-threugh-(J).

SEC. 413.8. COMPLIANCE BY COMBINATION OF PAYMENTTFOHOUSING

BPEVELORPER-AND-PAYMENT OF IN-LIEU FEE_AND LAND DEDICATION.

With the written approval of the Director of MOHCD, the sponsor of a
development project subject to Section 413.1 et seq. may elect to satisfy its housing
requirement by a combination of payirg-meney-er-contributing land to the City under
Section 413.7ene-or-moere-housing-developers-under-Section413-5 and paying a partial
amount of the in-lieu fee to the Development Fee Collection Unit at DBI under Section
413.6. In the case of such election, the sponsor must pay a sum such that each gross

square foot of net addition of each type of space subject to Section 413.1 et seq. is

accounted for in either the paymentefa-sum-er-contribution of land to the City under
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Section 413.7ene-or-moere-housing-developers or the payment of a fee to the Development

Fee Collection Unit. Fhe-housingun onstructed-by-a-housing-developermust-conform-to

affordable-to-qualifying-heuseholds-as-set-forth-in-Seetion413.5-All of the requirements of
Sections413-5and 413.1 et seq.6 shall apply, including the requirements with respect to

the timing of issuance of site and building permits, first construction documents, and
certificates of occupancy for the development project and payment of the in-lieu fee.

SEC. 413.9. LIEN PROCEEDINGS.

A project sponsor's failure to comply with the requirements of Sections 413:5;
413.6 and 413.7 shall be cause for the Development Fee Collection Unit at DBI to
institute lien proceedings to make the in-lieu fee, as adjusted under Section 413.6, plus
interest and any deferral surcharge, a lien against all parcels used for the development
project, in accordance with Section 408 of this Article 4 and Section 107A.13.15 of the
San Francisco Building Code.

SEC. 413.10. CITYWIDE AFFORDABLE HOUSING FUND.

(a) Use of Fees. All monies contributed pursuant to the Jobs Housing

Linkage Fee Program in Section 413.1 et seq. Sections-413-6-0r413.8-or-assessed-pursuant-to
Section413.9-shall be deposited in the Citywide Affordable Housing Fund ("Fund"),

established in Administrative Code Section 10.100-49. The receipts in the Fund
collected under Section 413.1 et seq. shall be used solely to increase the supply of
housing affordable to qualifying households subject to the conditions of this Section
413.10. The fees collected under this Section may not be used, by way of loan or

otherwise, to pay any administrative, general overhead, or similar expense of any entity.

“MOHCD%) shall develop

procedures such that, for all projects funded by the Citywide Affordable Housing Fund,
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MOHCD requires the project sponsor or its successor in interest to give preference in
occupying units as provided for in Administrative Code Chapter 47.

(1) Preservation and Acquisition Funds.

(A) Designation of Funds. MOHCD shall designate and

separately account for 10% of all fees that it receives under Section 413.1 et seq. that are

deposited into the Fund to support the acquisition and rehabilitation of rent restricted affordable

rental housing.

(B) Use of Preservation and Acquisition Funds. The funds shall

be used exclusively to acquire and preserve existing housing with the goal of making such

housing permanently affordable, including but not limited to acquisition of housing through the

City’s Small Sites Program. Units supported by monies from the Fund shall be designated as

housing affordable to qualified households for the life of the project. Properties supported by

the Preservation and Acquisition Funds must be:

(i) rental properties that will be maintained as rental

properties;

(ii) vacant properties that were formerly rental properties

as long as those properties have been vacant for a minimum of two years prior to the effective

date of the ordinance in Board File No. 190548, amending this Section 413.10;

(iii) properties that have been the subject of foreclosure;

(iv) a Limited Equity Housing Cooperative as defined in

Subdivision Code Sections 1399.1 et seq. or a property owned or leased by a non-profit entity

modeled as a Community Land Trust.
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(C) Annual Report. At the end of each fiscal year, MOHCD shall

issue a report to the Board of Supervisors regarding the total amount of Preservation and

Acquisition Funds received, and how those funds were used.

(D) Intent. In establishing quidelines for Preservation and

Acquisition Funds, the Board of Supervisors does not intend to preclude MOHCD from

expending other eligible sources of funding on Preservation and Acquisition as described in this

Section 413.10.

(2) Permanent Supportive Housing. MOHCD shall designate and

separately account for 30% of all fees that it receives under Section 413.1 et seq. that are

deposited into the Fund to support the development of permanent supportive housing that meets

the requirements of Section 413.1 et seq.

(b) Accounting of Funds in Central SoMa Special Use District. Pursuant

to Section 249.78(e)(1), all monies contributed pursuant to the Jobs-Housing Linkage
Program and collected within the Central SoMa Special Use District shall be paid into
the Citywide Affordable Housing Fund, but the funds shall be separately accounted for.

Consistent with the allocations in subsection (a), sSuch funds shall be expended within the

area bounded by Market Street, the Embarcadero, King Street, Division Street, and
South Van Ness Avenue.
SEC. 415.5. AFFORDABLE HOUSING FEE.
% ok x
)] Use of Fees. All monies contributed pursuant to the Inclusionary
Affordable Housing Program shall be deposited in the Citywide Affordable Housing
Fund ("the-Fund"), established in Administrative Code Section 10.100-49, except as

specified below.

“MOHCD=)

shall use the funds collected under this Section 415.5 in the following manner:
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* * * *

(2)  "Small Sites Funds."

(A) Designation of Funds. MOHCD shall designate and
separately account for 10% of all fees that it receives under Section 415.1 et seq. that
are deposited into the Citywide-Afferdable Housing Fund,-established-in-Administrative-Code
Section-10-100-49, excluding fees that are geographically targeted such as those referred
to in Sections 249.78(e)(1), 415.5(b)(1), and 827(b)(1), to support acquisition and
rehabilitation of Small Sites (“Small Sites Funds”). MOHCDB-shall-continue-to-divert 10%of

total amount of fees paid to the City under Section 415.1 et seq. is less than $10 million

over the preceding 12-month period, MOHCD is authorized to temporarily divert funds
from the Small Sites Funds for other purposes. MOHCD shall keep track of the diverted
funds, however, such that when the amount of fees paid to the City under Section 415.1
et seq. meets or exceeds $10 million over the preceding 12-month period, MOHCD
shall commit all of the previously diverted funds and 10% of any new funds;-subject-to-the
cap-above; to the Small Sites Funds.
% ok x

(E) Intent. In establishing guidelines for Small Sites Funds, the Board

of Supervisors does not intend to preclude MOHCD from expending other eligible

sources of funding on Small Sites as described in this Section 415.5-erfrom-alocating
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Section 3. 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 4. 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.

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

By:
AUSTIN M. YANG
Deputy City Attorney
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