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From: Delumo, Jenny (CPC)
To: libby
Cc: Radonich, Anna; Johnson, Kaela; Range, Jessica (CPC); CPC.469Stevenson
Subject: FW: Economic Alternatives Study
Date: Thursday, February 9, 2023 11:35:39 AM
Attachments: 469 Stevenson Economic Analysis of Alternatives February 1, 2023.pdf


Hi Libby,
 
Attached is the financial feasibility analysis for the 469 Stevenson Street project.
 
Kind regards,
Jenny
 
San Francisco Planning
49 South Van Ness Avenue, Suite 1400, San Francisco, CA 94103
Direct: 628.652.7568 | www.sfplanning.org
San Francisco Property Information Map
 


From: Tyler Kepler <tyler@bldsf.com> 
Sent: Thursday, February 9, 2023 10:42 AM
To: Delumo, Jenny (CPC) <jenny.delumo@sfgov.org>; Foster, Nicholas (CPC)
<nicholas.foster@sfgov.org>
Subject: Economic Alternatives Study
 


 


Jenny, Nick,
Please see ALH’s economic analysis of the alternatives attached.
Thanks
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                      2239 Oregon Street 
    Berkeley, CA  94705 
 510.704.1599 
 aherman@alhecon.com  
 
February 1, 2023 
 
Ms. Jenny Delumo 
Mr. Nicholas Foster  
San Francisco Planning Department 
49 South Van Ness Avenue, Suite 1400 
San Francisco, CA  94103 
 
 
Re: 469 Stevenson Street Alternatives Economic Analysis 
 



Dear Ms. Delumo and Mr. Foster: 
 
ALH Urban & Regional Economics (“ALH Economics”) has prepared an independent economic 
analysis of the 469 Stevenson Street project (“Project”) in San Francisco, CA. 469 Stevenson Property 
Owner, LLC (“Project Sponsor”) is proposing a residential development at the site, which is currently 
operated as a surface parking lot. There are three alternatives identified in the California 
Environmental Quality Act (“CEQA”) process, one of which mitigates the proposed Project’s 
anticipated shadow impact. This shadow impact has been identified as the Project’s only potentially 
significant and unavoidable impact under CEQA based on the Draft Environmental Impact Report 
(“DEIR”) prepared by Stantec. A DEIR for the Project was issued on March 12, 2020, with the public 
comment period ending April 27, 2020. Subsequently, a Partially Recirculated Draft Environmental 
Impact Report (“PRDEIR”) was issued on November 2, 2022, with the public comment period ending 
December 19, 2022. 
 
This letter report presents the results of the economic analysis of both the Project and the three 
development alternatives identified in the PRDEIR. The report describes the proposed Project, the three 
alternatives, and the components of the economic analysis, i.e., Project and alternatives revenues, 
Project and alternatives development costs, and financial feasibility returns. Exhibits referenced in the 
text are located in the Appendix. The contents of this letter report are subject to the attached 
Assumptions and General Limiting Conditions. 
 
SUMMARY OF FINDINGS  
 
The economic analysis focused on the financial indicator of net developer margin, which is the 
difference between estimated net proceeds or total development value and total development cost. If 
the total development value is less than the cost, then the project is not feasible. However, not only 
must the value exceed the cost, but it must be sufficiently high enough to compensate the developer 
for the time and risk associated with pursuing the development and to attract equity investment 
capital. San Francisco is still impacted by the economic turmoil resulting from COVID-19 pandemic, 
followed by a high inflationary environment, which has caused increases in interest rates, fears of 
recession, and layoffs at many tech companies. The San Francisco apartment market has not fully 
recovered from this turmoil, with rents still below their 2019 levels, and thus, none of the scenarios 
evaluated are feasible at the present time. All currently have estimated development costs exceeding 
estimated net proceeds, and consequently negative net developer margins. 
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Although market conditions currently make most apartment developments in San Francisco infeasible, 
real estate development is a cyclical industry and it is likely that conditions in San Francisco will 
change in the future, closing the feasibility gap at which point the Project could move forward. The 
fact that apartment development is currently not feasible does not mean such conditions will prevail 
for the foreseeable future. Often when conditions appear bleak is the best time to prepare for future 
development so that plans are place allowing developers to swiftly commence construction as markets 
improve. 
 
Despite the negative indications, it is possible to rank the development scenarios. Of the group, the 
Project is economically superior to all of the alternatives. The Project has the least negative margin as 
a percent of cost, while its return on cost is the highest of the scenarios. At the other end of the 
spectrum, the No Project Alternative is the least feasible. Alternative B: Reduced Density Alternative 
(Planning Code Compliant) is ranked second-best economically, slightly edging out Alternative C: No 
Residential Parking/Tower Alternative.  
 
It is important to note that the Project’s application was filed in 2017 and the environmental analysis 
commenced in October 2019, resulting in a DEIR issued on March 12, 2020. Less than a week after 
the DEIR was released, San Francisco and the entire State of California was required to shelter in 
place due to the COVID-19 pandemic. The pandemic resulted in an economic recession and 
significant job losses, which in turn caused the apartment market to decline with increasing vacancy 
rates and decreasing rents. Once vaccines became widely available, the economy roared back to life, 
but with severe supply chain issues causing prices for all types of goods to soar. In order to combat 
high inflation, the Federal Reserve commenced a series of interest rate increases. As a result, there 
has been a pullback due to fears of another recession, particularly in the tech sector, with numerous 
companies announcing layoffs. The apartment market has only partially recovered from the depths of 
the pandemic-related downturn, and has yet to surpass 2019 rent levels. On the cost side, 
construction costs continue to increase, as well as the cost of construction financing due to higher 
interest rates. In addition, there is wide recognition that the high construction-cost environment, 
coupled with high impact fees and inclusionary housing costs, is stalling new residential development 
across San Francisco. It is possible that the City may enact policy changes to reduce or defer these 
costs in order to spur new development, including apartment developments such as the Project. 
 
PROPOSED PROJECT DESCRIPTION 
 
The 469 Stevenson Street Project is located mid-block between 5th and 6th streets, fronting on both 
Stevenson and Jessie streets, in the South of Market area of San Francisco. This location is on the 
fringe of Union Square. The site, identified as Assessor’s Block 3704, Lot 45, totals approximately 
28,790 square feet and is currently used as a surface parking lot with 176 parking spaces. The Project 
would comprise a single 27-story tower with 495 residential apartment units, 4,000 square feet of 
ground floor retail space, approximately 30,000 square feet of private and common open space, 
residential amenities, and 181 car and 227 bicycle parking spaces in an underground garage. Exhibit 
1 presents a summary of the development program. Exhibit 2 presents detail regarding the residential 
units, showing that the average unit size is 732 square feet, with the following unit mix: 39% studio; 
30% one-bedroom; 19% two-bedroom; 10% three-bedroom; and 2% five-bedroom. Finally, the units 
will serve a variety of income levels, with 9% reserved for households at 50% of Area Median Income 
(“AMI”), 2.8% at 80% AMI, 2.8% at 110% AMI, and 85% market-rate. The balance of the Project’s 
affordable housing requirement would be satisfied by paying an in lieu Affordable Housing fee, as 
allowed by the City’s Inclusionary Housing Program. 
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DESCRIPTION OF ALTERNATIVES 
 
In accordance with the California Environmental Quality Act, an EIR is required to describe a 
reasonable range of potentially feasible alternatives to the proposed project, with the goal of reducing 
the adverse impacts while striving to attain project objectives. The DEIR includes three alternatives, 
which are presented in Exhibit 1, summarized in Table 1, and briefly described in this section.1 
 



Alt. B Alt. C
Reduced Density No Residential



Land Use Component Planning Code Compliant Parking/Tower
Residential Units 0 346 467 
Retail Space (SF) 0 6,357 3,651
Car/Bicycle Parking 176/0 156/192 5/193



Table 1. 469 Stevenson Street Project Alternatives



Sources: Exhibit 1; and ALH Urban & Regional Economics.



Project
No



 



 
No Project Alternative 
 
Under the No Project Alternative, the existing surface parking lot would remain in place and continue 
to operate as a public parking lot with 176 spaces.  
 
Alternative B: Reduced Density Alternative (Planning Code Compliant) 
 
The Alternative B: Reduced Density Alternative (Planning Code Compliant) proposes a-code compliant 
building that is shorter with fewer units and unlike the Project would not seek development standard 
waivers, such as height, as permitted by the State’s Density Bonus Law. The reduced height also 
eliminates the significant shadow impacts on Mint Plaza. The Reduced Density Alternative calls for a 
17-story building with 346 units. The building is consistent with setbacks and massing reductions 
under the Planning Code to create a “cake”-shaped structure with a larger podium up to eight floors 
and a narrower tower containing floors 9 to 17. The smaller and shorter footprint of the tower would 
reduce potential shadow impacts. The underground parking garage would also be smaller – two 
levels instead of three, with 156 parking spaces and 215 bicycle spaces (192 Class 1 and 23 Class 
2). This alternative is slated to include 6,357 square feet of retail space. 
 
The residential units in this alternative would be smaller than those at the Project, averaging 621 
square feet. The unit mix favors one-bedroom units at 59% of the units, followed by 19% two-
bedroom, 12% studios, and 10% three-bedroom units. As shown in Exhibit 2, at 500 square feet on 
average, the one-bedroom units are much smaller than those at the Project (average 740 square feet 
for both the regular and the small one-bedroom plans). Similarly, the two-bedroom units average 750 
square feet, while the Project’s two-bedroom units average 964 square feet. Because these two unit 
types are small, and they comprise 78% of the mix, the average unit size is 111 square feet smaller 
than at the Project.  
 



 
1 The descriptions presented in this report are summarized. For complete, detailed descriptions of the 
alternatives, see Chapter 5 of the Partially Recirculated Draft Environmental Impact Report (“PRDEIR”) – 
469 Stevenson Street Project (Planning Department Case No. 2017-014833ENV), issued on November 
2, 2022. 
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Because the building is smaller and conforms with existing land use constraints, it does not need to 
apply for the California State Density Bonus Law program. Therefore, this alterative provides all of the 
required 19% inclusionary affordable units on site, with 11% reserved for households at 50% of AMI, 
4% at 80% AMI, 4% at 110% AMI, and the balance market-rate. 
 
Alternative C: No Residential Parking/Tower Alternative  
 
Under Alternative C: No Residential Parking/Tower, the majority of the parking garage is eliminated, 
with no residential automobile parking – just 5 loading/service/accessible parking spaces and 218 
bicycle spaces (193 Class 1 and 25 Class 2) are provided. Additionally, the building design would 
feature just a single 28-story tower with no podium component. This alternative would have 467 units 
and 3,651 square feet of retail space. 
 
The unit mix for this alternative includes 75% one-bedroom units (a mix of small and regular 
floorplans), 13% two-bedroom units, and 12% three-bedroom units. Compared to the Project, the 
units in Alternative C have a slightly larger average unit size at 753 square feet, as shown in Exhibit 2. 
Most unit types are generally larger than those in the Project, with the exception of the small one-
bedroom units at 512 square feet. Similar to the Project, this alternative qualifies for the program 
under the California State Density Bonus Law, and is proposed to provide 9% of units reserved for 
households at 50% of Area Median Income (“AMI”), 2.8% at 80% AMI, 2.8% at 110% AMI, and 85% 
market-rate. The balance of the affordable housing requirement would be satisfied by paying an in 
lieu Affordable Housing fee. 
 
ECONOMIC ANALYSIS OF PROJECT AND ALTERNATIVES 
 
The starting point for the economic analysis is an estimate of potential development value assuming 
completion and occupancy stabilization. Revenues from renting the apartment units and leasing the 
retail spaces are estimated from market information. From the total revenues, vacancy is deducted, 
along with operating expenses, to result in an estimated net operating income. The net operating 
income is capitalized at a market-derived capitalization rate to result in an estimated value. One final 
deduction is made for transfer taxes and brokerage commissions to arrive at estimated net proceeds. 
 
Development costs, discussed in a subsequent section, are estimated and deducted from the estimated 
net proceeds. The ultimate result of this process is an indication as to whether the Project and 
alternatives are financially feasible. This test includes not just whether the estimated net proceeds 
exceed estimated development costs, but whether there is sufficient cushion to meet developer 
requirements and attract equity capital investment. 
 
Revenues and Expenses – Project and Alternatives B and C 
 
For the Project and Alternatives B and C, the main source of revenue is derived from renting the 
apartment units. Contributory sources of revenue include monthly garage parking fees, other 
residential fees (pet fees, late fees, other resident charges, etc.), and rent for the retail space. For the 
apartment units, ALH Economics surveyed newer high-rise apartment buildings in the vicinity. 
Additional market information2 was provided by Greystar, an active developer, owner, and manager 
of apartment complexes in San Francisco, as well as listings for larger units on Apartments.com. 
Select information from the most relevant comparable complexes are shown in Table 2, with 



 
2 Greystar, Northern California Market & Property Performance Trends, September 2022. 
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estimated market rents for the different unit types presented in Exhibit 2. This exhibit also presents the 
maximum rents for the below-market-rate units for the various income categories as specified by the 
San Francisco Mayor’s Office of Housing and Community Development. Exhibit 3 presents 
summarized overall average monthly rents, both on a per-square-foot and per unit basis.3 
 



Studios One-Bedroom Two-Bedroom Three-Bedroom
Complex Name Units Monthly Rent Rent Rent Rent
Address Year Built Parking Cost Size (SF) Size (SF) Size (SF) Size (SF)



The George 302 $500 $2,875-$3,360 $3,385 $4,920-5,310
434 Minna Street 2022 432-467 549 975-982



$4,310 $4,980-5,075
658 1042-1047



Prism 185 N/App. $2,833-2,978 $3,722 $4,410-4,595 $6,017
1028 Market Street 2022 453-464 499 973 1,125



$3,063-3,128 $3,956 $4,429-4,509
506 721 1010



Chorus 416 $595 $3,135-3,695 $3,490-4,430 $4,411 $7,135-7,335
30 Otis Street 2021 valet 449-467 505-583 792 1,146



$3,425 $3,961-$4,600 $5,065
505 745-755 937



$4,206 $5,795
836 1024



Table 2. Selected Apartment Market Rental Data (1)
Market Rental Rates by Unit Types (2)



(2) None of the projects surveyed have five-bedroom units. ALH Urban & Regional Economics obtained rents for four- and five-
bedroom units from Apartments.com, which included 1,761-square-foot four-bedroom units at The Gateway listed for $8,255 to 
$8,723 per month.



(1) These three apartment complexes are the newest and most relevant projects in the broader market area. Other complexes 
surveyed and contributory to the analysis are: 50 Jones; 100 Van Ness; 923 Folsom; The Civic; Hanover SOMA West; and Olume.



Sources: Greystar, Northern California Market & Property Performance Trends, September 2022; apartment complex web sites and 
leasing representatives; Apartments.com; and ALH Urban & Regional Economics  



 
The rents for the Project and Alternatives B and C vary due to the different average unit sizes. As 
shown in Exhibit 2, the average monthly rents increase as the average unit size increases – for 
example, the average monthly rent estimated for the Project is $3,771, which has larger units than 
Alternative B: Reduced Density Alternative (Planning Code Compliant) at an average monthly rent at 
$3,438 (which also has a higher percentage of on-site affordable units). As Alternative B: Reduced 
Density Alternative (Planning Code Compliant) is only a 17-story building, its average rental rate 
achievement would likely be slightly lower due to the lower percentage of view units. ALH Economics 
estimated a conservative $25 to $50 reduction in monthly rents for this factor for this alternative. 
Alternative C: No Residential Parking/Tower Alternative has a slightly higher average rent of $3,871 
per month due to its larger average unit size compared to the Project. However, the rent per square 
foot for Alternative C: No Residential Parking/Tower Alternative, is lower (see Exhibit 3).  
 
For all alternatives, as the units increase in size, the rents also increase, but not at the same rate. 
While rents are much higher for five-bedroom units than for studios, they are lower on a per-square-
foot basis. This inverse relationship between size and cost per measurement unit exists for many 



 
3 As a reflection of the recovering apartment market and the influx of new units in the South of Market, 
Mid-Market, and Van Ness areas, many of the complexes are offering four to 10 weeks of free rent, 
typically on a 13-month lease. ALH Economics believes such free rent to be a temporary condition of the 
market that will abate as the market improves. Thus, the rental rates in this analysis are not adjusted for 
free rent. 
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products in the economy. For example, a gallon of milk costs more than a quart in terms of overall 
dollars, but its cost on a per-fluid-ounce basis is lower. A significant contributory factor to this 
relationship in the housing market is the need for every residential unit to include certain fixed, high-
cost items, such as a heating, air conditioning and ventilation system, at least one bathroom, and a 
kitchen. As a unit gets larger, the incremental cost for these items diminishes.  
 
Exhibit 3 also presents other apartment revenues. This includes parking estimated at $450 per space 
per month, based on rates charged at nearby competing apartment complexes, which range from 
$325 to $595, with most from $375 to $500. The other item is other revenue at $150 per unit per 
month for charges such as concierge, pet fees, late fees, rentals, etc., based on ALH Economics 
experience with other apartment properties.  
 
Apartment vacancy rates in San Francisco have been 5% or lower since the mid-1990s, with 
exceptions during rare peak recessionary periods. ALH Economics used 5% as the market vacancy 
rate. Vacancy rates are currently higher due to the ongoing economic effects of the pandemic 
recovery, high inflation environment, and current high interest rates. For example, many of the 
projects surveyed by ALH Economics indicate an average vacancy rate in the 6% range. However, ALH 
Economics believes that the vacancy rate will decline to the long-term average as the local economy 
continues to improve. For this type of static analysis, a reasonable long-term vacancy rate is 
appropriate for the market-rate units. For the inclusionary affordable units, a lower 2% vacancy rate is 
used as there is usually less turnover in these units, as well as a long waiting list for affordable units.  
 
Exhibit 3 also presents assumptions for the retail space. Although market rent was estimated at $2.00 
per square foot per month, based on listings researched on LoopNet, an online marketplace for 
commercial property listings for sale and lease in the United States, the PRDEIR indicates that one of 
the Project’s voluntary community benefits would be to subsidize the retail space for community-
serving retail or services.4 Accordingly, ALH Economics applied a 50% discount to the retail market 
rent to account for that subsidy resulting in a rent assumption of $1.00 per square foot per month. A 
10% vacancy rate is used for the retail space because the retail space is not located on a highly 
trafficked street nor in an established shopping district. These same assumptions are used for the two 
development alternatives. 
 
The final assumptions presented in Exhibit 3 relate to operating expenses. For the apartment units, a 
30% operating expense ratio is assumed and applied to revenues net of vacancy. This assumption is 
based on ALH Economics’ experience on other new residential development projects in San Francisco 
and in other Bay Area cities.  
 
For the retail space, the rents used are assumed to be triple net (“NNN”), wherein the tenant pays its 
pro-rata share of operating expenses. However, there are often some landlord administrative 
expenses that are not recouped; therefore, a nominal 3% operating expense ratio is assumed for 
these spaces. 
 
Revenues and Expenses – No Project Alternative 
 
The No Project Alternative is different from the other scenarios as there is no residential use. Under 
this alternative, it is assumed that the existing surface parking lot would continue to operate. This is 
actually an extraordinary hypothetical assumption because if the development Project is not approved 



 
4 PRDEIR, Page 2-51. 
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(under the No Project Alternative), the Project Sponsor, which does not currently own the land but does 
have an option to purchase, would not complete the sale. Thus, the current owner would retain 
ownership of the parking lot. The Project Sponsor would not complete the acquisition just to operate a 
parking lot. 
 
However, in order to economically evaluate the No Project Alternative, ALH Economics makes the 
extraordinary hypothetical assumption that the Project Sponsor completes site acquisition at the 
stipulated purchase price and secures an operator to manage the public parking lot. The stipulated 
purchase price is $35,650,000. As the Project Sponsor does not currently own the property, income 
information regarding the parking lot operation, including the contract with the third-party operator, is 
not available. However, the Project Sponsor does own a surface parking located a few blocks away 
from the Project site that is leased to a third-party operator. This parking lot, which is 8,200 square 
feet in size, generates an income of $4,200 per month. Interpolating this to the larger Project site 
indicates a monthly income of $14,746, which equates to $176,953 per year.5 
 
Pro Formas and Estimated Values 
 
The pro forma for the Project is presented in Exhibit 4, while the pro forma for the No Project 
Alternative is presented in Exhibit 5, and the pro formas for Alternative B: Reduced Density Alternative 
(Planning Code Compliant) and Alternative C: No Residential Parking/Tower Alternative are presented 
in Exhibit 6. The revenues and operating expenses described above are applied to the relevant units 
and building square footages for each alternative, ultimately arriving at a net operating income 
(“NOI”). This is the projected income a landlord might anticipate based on stabilized building 
operations after completion. This NOI includes the modest contributory income of the ground floor 
retail space, which represents about 0.3% of NOI for the Project and the Alternative C: No Residential 
Parking/Tower Alternative and 0.6% for the Alternative B: Reduced Density Alternative (Planning Code 
Compliant). The NOI is then converted into an estimated value via capitalization, i.e., dividing the 
NOI by a capitalization rate. The capitalization rate expresses the relationship between income and 
value – the lower the rate means that investors will pay more for the property’s income stream. For 
example, investors are willing to pay more for properties in San Francisco than for properties in many 
other cities, meaning that properties in San Francisco generally have lower capitalization rates for 
equivalent properties. Newer high-quality properties also command lower capitalization rates than 
older low-quality properties. 
 
In order to estimate an appropriate capitalization rate, ALH Economics relied on a survey prepared by 
CBRE, a global commercial brokerage firm. Published by CBRE Research, "United States Cap Rate 
Survey H1 2022" includes rates for stabilized new Class A (i.e., high-quality) infill multifamily buildings 
in San Francisco, for which the reported capitalization rate range is 3.5% to 4.0%. ALH Economics 
conservatively used the high end of this range, or 4.0%, for the Project, Alternative B: Reduced Density 
Alternative (Planning Code Compliant), and Alternative C: No Residential Parking/Tower Alternative.6 
 
For the No Project Alternative, it is more difficult to identify capitalization rates for parking lots as 
parking facilities are a more specialized use for which investment criteria are not extensively tracked. 
ALH Economics uncovered an article reporting on parking facility capitalization rates published in 
Situs RERC Real Estate Report. Situs RERC is a global real estate advisory and valuation firm. In the 
2Q2016 publication, an article entitled “Parking Facilities: A Tight Space for Investment,” reported a 



 
5 The math is as follows: ($4,200 ÷ 8,200 SF) = $0.5122 * 28,790 SF = $14,746 per month. 
6 CBRE Research, "United States Cap Rate Survey H1 2022," page 24.  











  



ALH|ECON 
ALH Urban & Regional Economics 
 



 
 



 
PAGE 8 



capitalization rate range for parking facilities in the West Region of 4.5% to 8.5%. ALH Economics 
used a capitalization rate of 4.5% in its No Project Alternative analysis, reflecting the parking lot’s San 
Francisco location close to Union Square.7  
 
The capitalization rates are applied to the respective NOIs to arrive at estimated values. From all the 
estimates, a final deduction is made for San Francisco’s transfer tax and brokerage commissions, as 
these items are usually paid by the property developer upon sale. The result is the “Net Proceeds,” or 
the amount that would actually be received by the developer under an assumed sale at occupancy 
stabilization. As sales prices increase, the San Francisco transfer tax rate increases, and based on the 
November 3, 2020 passage of Measure I the transfer tax is now 6% of prices in excess of $25.0 
million. Conversely, with regard to brokerage commissions for investment sales, the higher the 
property value the lower the commission rate as a percentage of the sales price. Thus, for high sales 
prices, the transfer tax rate is greater, but the percentage brokerage commission is smaller. 
Conversely, for lower sales prices, the lower transfer tax rate is balanced by a higher brokerage 
commission.  
 
ALH Economics used a 6.25% combined transfer tax brokerage commission rate for the Project, 
Alternative B: Reduced Density Alternative (Planning Code Compliant), and Alternative C: No 
Residential Parking/Tower Alternative. A 3.25% combined transfer tax brokerage commission rate was 
used for the No Project Alternative, which has a significantly lower estimated value and thus lower 
transfer tax rate, but it has a higher commission rate. Exhibits 4, 5, and 6 present the income, 
expense, NOI, and capitalization calculations for the Project and the three alternatives i.e., the No 
Project Alternative, Alternative B: Reduced Density Alternative, and Alternative C: No Residential 
Parking/Tower Alternative. Table 3 presents the estimated outcome for each alternative.  
 
 



Alternative B Alternative C
No Residential



Economic Measure Project No Project Reduced Density Parking/Tower



Estimated Net Proceeds $378,664,168 $3,804,493 $247,046,115 $352,794,781 



Sources: Exhibits 4, 5, and 6; and ALH Urban & Regional Economics.



Alternatives
Table 3. Estimated Net Proceeds: Project and Alternatives



 
 
The estimated net proceeds are $378.7 million for the Project. The net proceeds estimates are lower 
for the alternatives, ranging from $3.8 million for the No Project Alternative, to $352.8 million for 
Alternative C: No Residential Parking/Tower Alternative.  
 



 
7 Anglyn, Ted and Miller, Lance, “Parking Facilities: A Tight Space for Investment” Situs RERC Real Estate 
Report, 2Q2016. A slightly newer article published in the Los Angeles Business Times, “Investor Circles 
Parking Places,” on January 12, 2017, indicated a capitalization rate range from 5.5% to 6.5% 
nationwide. 
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DEVELOPMENT COSTS 
 
Direct Construction Costs 
 
Suffolk Construction prepared direct cost (also called “hard cost”) estimates for the Project, Alternative 
B: Reduced Density Alternative (Planning Code Compliant), and Alternative C: No Residential 
Parking/Tower Alternative.8 The costs include site preparation, excavation, foundations, building 
construction, and sitework. Added to the base direct costs are general contractor add-ons, including 
general conditions, general contractor’s fee, general contractor’s insurance, direct cost contingency 
(comprising 2% of hard costs), and City of San Francisco business tax. Additionally, the Project 
Sponsor added a 5% Developer Contingency to account for potential change orders and cost 
overruns. The total costs for each building component – residential, parking, and retail - are 
presented in the top half of Exhibit 7.  
 
Indirect Construction Costs 
 
In addition to the direct construction costs associated with constructing the building, there are a 
variety of indirect construction costs, also called “soft costs,” related to development. These include 
fees for architects and engineers, development impact fees, permits, CEQA costs, 
insurance/legal/accounting costs, property taxes during construction, operating reserve (i.e., 
payment of operating expenses during lease-up), developer fee, financing, indirect cost contingency, 
and acquisition costs. These costs are estimated based on a variety of sources, such as the Project 
Sponsor, City requirements (i.e., development impact fees, etc.), and information in ALH Economics’ 
files that has been used in other similar analytical assignments. The four largest indirect costs are:  
 



• acquisition cost as reported by the Project Sponsor;  
• financing costs;  
• City development impact fees/permits/environmental costs (see Exhibit 8 for a detailed 



schedule of development impact fees), which includes the Inclusionary Affordable Housing 
Program impact fee for the Project and Alternative C: No Residential Parking/Tower 
Alternative, as part of the State of California Density Bonus Law program; and 



• architect and engineering fees. 
 



These costs are presented in the second half of Exhibit 7 for the Project and Alternative B: Reduced 
Density Alternative (Planning Code Compliant) and Alternative C: No Residential Parking/Tower 
Alternative. The indirect costs are added to the direct costs to result in total construction costs. Total 
Construction Costs range from $284.5 million for Alternative B: Reduced Density Alternative 
(Planning Code Compliant) to $427.3 million for the Project. On a per-unit basis, construction costs 
ranged from $822,000 per unit for Alternative B: Reduced Density Alternative (Planning Code 
Compliant) to $872,000 per unit for Alternative C: No Residential Parking/Tower Alternative. 
 



 
8 The revised conceptual budget is dated March 22, 2022. Suffolk Construction indicated as of January 
2023 that a 3.0% cost escalation factor applied to the budgeted costs would be warranted. Suffolk 
Construction also provided parameters for adjusting the Project budgeted costs to both of the development 
alternatives. 
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No Project Alternative Costs 
 
With regard to the No Project Alternative, ALH Economics only included one development cost – 
acquisition cost. This is attributable to the surface parking lot requiring no improvement after 
acquisition. 
 
RETURN MEASURES AND ECONOMIC ANALYSIS FINDINGS 
 
Return Measures 
 
Developers, lenders, investors, and real estate professionals evaluate the economics of a real estate 
project by comparing the forecasted income and value of a project against the estimated development 
costs. Two typical measures are net developer margin and return (also called yield) on cost. 
 
Net developer margin is the difference between estimated net proceeds or total development value 
and total development cost. If the total development value is less than the cost, then the project is not 
feasible. However, not only must the value exceed the cost, but it must be sufficiently high enough to 
compensate the developer for the time and risk in pursuing the development and to attract equity 
investment capital. Real estate analysts typically cite a percentage range for net developer margin, 
including for example 14% to 25%.9 For this analysis, ALH Economics conservatively assumes a 
threshold margin of 15% for project evaluation. Mathematically, the calculation is as follows: Total 
Development Value – Total Development Cost = Net Developer Margin. If Net Developer Margin ÷ 
Total Development Cost ≥ 15% then the project would attract investment.  
 
Another economic measure is return (also yield) on cost, which is calculated by dividing NOI by total 
development cost. The result is expressed as a percentage, where the return on cost needs to be 
higher than market capitalization rates, as the return accounts for the developer’s time and risk in 
entitling and constructing the project. For this situation, a 5.5% return on cost is considered 
reasonable, and has been used by other analyses in this geographical part of San Francisco.10  
 
Economic Comparison of Project and Alternatives 
 
Table 4 presents the results of the economic analysis. As shown, based on current economic 
conditions, neither the Project nor any of the alternatives are feasible. They all have estimated Total 
Development Costs in excess of Estimated Net Proceeds. The No Project Alternative has the lowest 
negative indication at -$31.8 million while Alternative C: No Residential Parking/Tower Alternative 
has the greatest negative indication at -$54.4 million. The Project’s indication is -$48.6 million, the 
second highest of the scenarios. 
 
 
 
 
 
 



 
9 Seifel Consulting Inc., "Financial Feasibility Analysis of 1500 Mission Street Project," February 23, 2017, 
page 15.  
10 Strategic Economics. “Analysis of Inclusionary Housing and Community Facilities District for Hub 
Properties,” January 18, 2017, Jake Cummings and Nadine Fogarty, page 23. 
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Alternative B Alternative C
No Residential



Economic Measure Project No Project Parking/Tower



Estimated Net Proceeds (1) $378,664,168 $3,804,493 $247,046,115 $352,794,781
Total Development Cost $427,279,880 $35,650,000 $284,498,260 $407,215,864
Net Developer Margin ($48,615,712) ($31,845,507) ($37,452,146) ($54,421,084)



Margin as Percent of Cost
     Developer Goal 15.0% 15.0% 15.0% 15.0%
     Project or Alternative Result -11.4% -89.3% -13.2% -13.4%



Return (Yield) on Cost
     Developer Goal 5.50% 5.50% 5.50% 5.50%
     Project or Alternative Result 3.78% 0.50% 3.70% 3.70%



Sources: Exhibits 4, 5, 6, and 7; and ALH Urban & Regional Economics.
(1) Estimated Net Proceeds comprise Total Development Value less transfer tax and commissions.



Alternatives
Table 4: 469 Stevenson Street Economic Analysis Results



Reduced Density
Planning Code Complient



 
 
The Project and all of the alternatives have a negative margin as a percent of cost, which range from 
-11.4% for the Project (the best, or least negative, of the indications) to -89.3% for the No Project 
Alternative. Of the two development alternatives, Alternative B: Reduced Density Alternative 
(Planning Code Compliant) at -13.2% is only slightly superior to Alternative C: No Residential 
Parking/Tower Alternative at -13.4%  
 
With regard to return on cost, the range is from 0.5% for the No Project Alternative to 3.78% for the 
Project. Alternative B: Reduced Density Alternative (Planning Code Compliant) has a 3.70% return 
on cost, the same as that for Alternative C: No Residential Parking/Tower Alternative. None of these 
indications are close to the typical developer goal of 5.5%. Although the indications are negative 
across the board, the Project is nonetheless superior to all of the alternatives in terms of margin as a 
percent of cost and return on cost. 
 
These negative indications reflect the continued effects of the COVID-19 pandemic, subsequent high 
inflationary environment, and increases in interest rates. Currently, a number of tech companies 
have announced significant layoffs, adding uncertainty to the apartment market resulting in lower 
rents. Construction costs continue to rise, and rising interest rates have significantly increased 
financing costs. The following provides more detail for the Project and each alternative. 
 
Project: The Project is infeasible with development costs excessing estimated net proceeds. However, 
of the scenarios, the Project is the closest to the feasibility thresholds, with a margin as a percent of 
cost is the lowest at -11.4% and a return on cost of 3.78%.  
 
No Project Alternative: As noted previously, the No Project Alternative involves an extraordinary 
hypothetical assumption that the Project Sponsor would close on the land sale even if the Project were 
not approved. The acquisition price of $35,650,000 is contingent upon achieving entitlements for a 
residential development. This price is not intended for investment in the ongoing operation of a 
parking lot. The economics of the parking lot operations (i.e., the income potential associated with 
leasing the lot to a parking operator) warrant an investment that would only be a fraction of the 
contract acquisition price. An investor would only pay a price in the $3.0 million range, not in the 
$30.0 million range, for this parking lot asset.  
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Alternative B: Reduced Density Alternative (Planning Code Compliant): This alternative is infeasible, 
with development costs higher than the estimated net proceeds. The deficit is the lowest of the 
development scenarios, estimated to total -$37.5 million, and the margin as a percent of cost is also 
the lowest of the alternatives at -13.2%. This alternative would not be pursued unless a significant cost 
reduction is achieved along with a significant increase in market rents. The existing use would remain 
until a future time when another development plan for the site is pursued. 
 
Alternative C: No Residential Parking/Tower Alternative: This alternative has the greatest deficit 
between estimated net proceeds and total development costs at -$54.4 million. The margin as a 
percent of cost is -13.4%, slightly lower than Alternative B. With regard to return on cost, this 
alternative has a 3.70% return, the same as Alternative B. Similar to Alternative B: Reduced Density 
Alternative (Planning Code Compliant), this alternative would not be pursued without a significant 
reduction in costs combined with a significant increase in market rents. 
 
Although the Project has a walkable, transit-rich location and there has been a strong decrease in 
reliance on personal automobiles with the growing acceptance of ride-sharing options, some 
apartment renters still depend on their cars. Reasons for car dependence include commutes not easily 
served by transit, families with young children, or simply the preference to have a car available for 
leisure trips. There is still a proportion of the renter population that will not consider living in an 
apartment building that does not have car parking. The lack of parking in Alternative C: No 
Residential Parking/Tower Alternative could negatively impact lease-up of the units, potentially 
lengthening its absorption period. Although this report does not attempt to quantify the economic 
impact of a potentially longer lease-up period resulting from the lack of parking, such a situation 
could increase overall development costs by increasing the operating reserve, which could then 
decrease the return (yield) on development cost compared to that of the Project. The increased 
development costs could also lower the indicated net developer margin as a percent of cost. 
 
As the Project will require a few more years for entitlements, permitting, and construction, it is 
reasonable to assume, even though the current economic and market recovery has been uneven 
and timing of complete recovery remains uncertain, that by the time the Project is ready to break 
ground, and more likely by the time it is completed, the San Francisco apartment market should 
have improved. It is also possible during this time that construction costs could have potentially 
stabilized or perhaps even decreased. Under improved market conditions, the Project’s economics 
are closest to meeting feasibility thresholds. 
 
The results for Alternative B: Reduced Density Alternative (Planning Code Compliant) and Alternative 
C: No Residential Parking/Tower Alternative are very close to each other, with Alternative B: Reduced 
Density Alternative (Planning Code Compliant) slightly superior from a financial analysis standpoint. 
With regard to Alternative C: No Residential Parking/Tower Alternative, as previously discussed, there 
may be a concern that the lack of parking could negatively impact the absorption of the building. For 
Alternative B: Reduced Density Alternative (Planning Code Compliant), while ALH Economics 
incorporated slight reductions in its average market rent estimations, the shorter profile of this building 
may reduce its rental achievement even further due to the lower percentage of view units, which could 
decrease its economic indications even more. 
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CONCLUSIONS  
 
This independent economic analysis of the proposed Project and identified alternatives for the 469 
Stevenson development site is based upon information from the following sources: Draft EIR and 
Partially Recirculated Draft EIR; Project Sponsor and its architect, Solomon Cordwell Buenz; Greystar; 
market research; the Project’s general contractor, Suffolk Construction; and data in ALH Urban & 
Regional Economics’ extensive files. This analysis indicates that none of the development scenarios are 
economically feasible under current market conditions. This situation is due to the lingering effects of 
the COVID-19 pandemic, which severely impacted the economy and consequently the apartment 
market. The effects have continued with the high inflationary environment, followed by increases in 
interest rates. While the market recovery is underway, it is uneven and market rents have yet to 
surpass levels experienced in late 2019. During this time, new apartment buildings have been 
delivered to the market, increasing the supply of units and making the competition for tenants even 
greater. 
 
However, despite the negative indications, it is possible to rank the scenarios, with the Project being 
economically superior to all of the alternatives. The Project’s margin as a percent of cost is the least 
negative at -11.4%, while its return on cost is the highest of the scenarios at 3.78%. At the other end 
of the spectrum, the No Project Alternative is the least feasible. The financial results of Alternative B: 
Reduced Density Alternative (Planning Code Compliant) and Alternative C: No Residential 
Parking/Tower Alternative are close to each other that they could both be in second place, with 
Alternative B: Reduced Density Alternative (Planning Code Compliant) slightly ahead. 
 
It is important to note that the Project’s application was filed in 2017 and the environmental analysis 
commenced in October 2019, resulting in a DEIR issued on March 12, 2020. Less than a week after 
the DEIR was released, San Francisco and the entire State of California was required to shelter in 
place due to the COVID-19 pandemic. The pandemic resulted in an economic recession and 
significant job losses, which in turn caused the apartment market to decline with increasing vacancy 
rates and decreasing rents. Once vaccines became widely available, the economy roared back to life, 
but with severe supply chain issues causing prices for all types of goods to soar. In order to combat 
high inflation, the Federal Reserve commenced a series of interest rate increases. As a result, there 
has been a pullback, particularly in the tech sector stoked by fears of a recession, with numerous 
companies announcing layoffs. The apartment market has partially recovered from the depths of the 
pandemic-related downturn, but has yet to surpass 2019 rent levels. On the cost side, construction 
costs continue to increase, as well as the cost of construction financing due to higher interest rates. 
Although these conditions currently make development infeasible, the Project is moving forward with 
entitlements, as San Francisco is anticipated to return to a fully recovered apartment market. In 
addition, there is wide recognition that the high construction-cost environment, coupled with high 
impact fees and inclusionary housing costs, is stalling new residential development across San 
Francisco. It is possible that the City may enact policy changes to reduce these costs in order to spur 
new development. 
 











  



ALH|ECON 
ALH Urban & Regional Economics 
 



 
 



 
PAGE 14 



Development of the Project will result in benefits to San Francisco, which include, but are not limited 
to, the following:  
 
• The City of San Francisco and the public will receive greatly needed residential units in a transit-



rich, infill location; 
• The Project will provide 73 sorely needed affordable housing units in a new development, with the 



units available to a variety of income levels (50% to 110% of Area Median Income);  
• The Project will pay more than $8.0 million in inclusionary affordable housing fees, as well as 



over $11.0 million in other City imposed impact fees;  
• The Project will provide ground floor retail space at a subsidy for community-serving retail or 



services; 
• The public will receive new Class 2 bicycle parking spaces, and 
• The developer plans to donate $578,000 to a community programming fund. 
 
These are just a few of the potential Project benefits, none of which will accrue if development of the 
Project does not proceed.  
 
CLOSING  
 
ALH Economics appreciated the opportunity to prepare this analysis. Please contact us if there are any 
questions on the analysis or the findings.  
 
Sincerely, 



ALH Urban & Regional Economics 



  
Amy L. Herman Mary A. Smitheram-Sheldon 
Principal Land Use Specialist 
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ASSUMPTIONS AND GENERAL LIMITING CONDITIONS 



 
 
ALH Urban & Regional Economics has made extensive efforts to confirm the accuracy and timeliness 
of the information contained in this study. Such information was compiled from a variety of sources, 
including interviews with government officials, review of City and County documents, and other third 
parties deemed to be reliable. Although ALH Urban & Regional Economics believes all information in 
this study is correct, it does not warrant the accuracy of such information and assumes no 
responsibility for inaccuracies in the information by third parties. We have no responsibility to update 
this report for events and circumstances occurring after the date of this report. Further, no guarantee 
is made as to the possible effect on development of present or future federal, state, or local 
legislation, including any regarding environmental or ecological matters. 
 
The accompanying projections and analyses are based on estimates and assumptions developed in 
connection with the study. In turn, these assumptions, and their relation to the projections, were 
developed using currently available economic data and other relevant information. It is the nature of 
forecasting, however, that some assumptions may not materialize, and unanticipated events and 
circumstances may occur. Therefore, actual results achieved during the projection period will likely 
vary from the projections, and some of the variations may be material to the conclusions of the 
analysis. 
 
Contractual obligations do not include access to or ownership transfer of any electronic data 
processing files, programs or models completed directly for or as by-products of this research effort, 
unless explicitly so agreed as part of the contract. 
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Exhibit 1. Development Program – Proposed Project and Alternatives, 469 Stevenson Street 
 
Exhibit 2. Residential Unit and Rent Detail, Project, Reduced Density (Planning Code Compliant), and 
No Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 3. Revenue and Expense Assumptions, Project, Reduced Density (Planning Code Compliant), 
and No Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 4. Development Pro Forma, Project, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 5. Pro Forma, No Project Alternative, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 6. Development Pro Forma, Reduced Density (Planning Code Compliant), and No Residential 
Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 7. Development Costs, Project, Reduced Density (Planning Code Compliant), and No 
Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 8. Estimated Development Impact Fees, Project, Reduced Density (Planning Code Compliant), 
and No Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 



 
  
 











Exhibit 1
Development Program - Proposed Project and Alternatives
469 Stevenson  Street



Project Components



Site Area (SF) 28,790 28,790 28,790 28,790



Residential Development 
Total Residential Units 495 0 346 467
Residential Square Feet 475,000 0 272,967 469,181
Building Height - Stories 27 N/A 17 28
  - Below Grade Levels 3 N/A 2 1



Other Uses (SF)
Retail 4,000 0 6,357 3,651



Parking Spaces
Residential 166 150 0
Loading/Service Vehicle 3 4 5
Car Share 12 2 0
Total Car Parking 181 176 156 5



Class 1 Bicycle Spaces 200 0 192 193
Class 2 Bicycle Spaces 27 0 23 25



Building Square Footages for Construction Cost Purposes (1)
Residential Above Ground 449,743 N/A 274,706 447,940
Below Ground/Parking, etc. 80,998 N/A 57,566 28,366
Retail 4,000 N/A 6,357 3,651
Total Gross Building SF 534,741 N/A 338,629 479,957



(1) The corrections to the "Total Gross Square Feet (GSF)" category in the alternatives matrix presented on pages S-15 
and 5-3 in the  Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 
2, 2022 are in error. The correct Total Gross Square Feet, which includes below ground space, are 338,629 for 
Alternative B and 479,957 for Alternative C. The corrections remove the below ground space, which is in error because a 
parallel change was not made to the Project.



Sources: Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 2, 
2022; Draft Environmental Impact Report - 469 Stevenson Street Project dated March 11, 2020 (Planning Department 
Case No. 2017-014833ENV); Solomon Cordwell Buenz; Build, Inc.; and ALH Urban & Regional Economics.



Alternatives



Project
No Alternative B  No Residential



Project Reduced Density Parking/Tower



Alternative C











Exhibit 2
Residential Unit and Rent Detail
Project, Reduced Density (Planning Code Compliant), and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Unit Types Count Rents Count Rents Count Rents



Market-Rate Units (1)
Studios 163 457 $3,200 33 450 $3,175 0
One-bedroom units (small) 28 558 $3,475 166 500 $3,400 172 512 $3,450
One-bedroom units 100 792 $4,100 0 127 834 $4,300
Two-bedroom units 81 964 $4,900 51 750 $4,300 50 991 $5,000
Three-bedroom units 43 1,116 $6,100 30 1,275 $6,250 49 1,128 $6,150
Five-bedroom units 7 1,969 $8,500 0 0
  Subtotal 422 280 398



Inclusionary Units at 50% AMI (2)
Studios 17 457 $1,050 5 450 $1,050 0
One-bedroom units (small) 3 558 $1,154 22 500 $1,154 18 512 $1,154
One-bedroom units 10 792 $1,154 0 14 834 $1,154
Two-bedroom units 9 964 $1,254 7 750 $1,254 6 991 $1,254
Three-bedroom units 5 1,116 $1,361 4 1,275 $1,361 5 1,128 $1,361
Five-bedroom units 1 1,969 $1,503 0 0
  Subtotal 45 38 43



Inclusionary Units at 80% AMI (2)
Studios 6 457 $1,777 2 450 $1,777 0
One-bedroom units (small) 1 558 $1,986 8 500 $1,986 5 512 $1,986
One-bedroom units 3 792 $1,986 0 4 834 $1,986
Two-bedroom units 3 964 $2,189 3 750 $2,189 2 991 $2,189
Three-bedroom units 1 1,116 $2,399 1 1,275 $2,399 2 1,128 $2,399
Five-bedroom units 0 1,969 $2,708 0 0
  Subtotal 14 14 13



Inclusionary Units at 110% AMI (2)
Studios 6 457 $2,505 2 450 $2,505 0
One-bedroom units (small) 1 558 $2,817 8 500 $2,817 5 512 $2,817
One-bedroom units 3 792 $2,817 0 4 834 $2,817
Two-bedroom units 3 964 $3,124 3 750 $3,124 2 991 $3,124
Three-bedroom units 1 1,116 $3,438 1 1,275 $3,438 2 1,128 $3,438
Five-bedroom units 0 1,969 $3,913 0 0
  Subtotal 14 14 13



Total Units
Studios 192 457 $2,943 42 450 $2,824 0
One-bedroom units (small) 33 558 $3,199 204 500 $3,079 200 512 $3,191
One-bedroom units 116 792 $3,758 0 149 834 $3,902
Two-bedroom units 96 964 $4,418 64 750 $3,813 60 991 $4,469
Three-bedroom units 50 1,116 $5,499 36 1,275 $5,522 58 1,128 $5,514
Five-bedroom units 8 1,969 $7,625 0 0
Total Units/Averages 495 732 $3,771 346 621 $3,438 467 753 $3,871



(1) Based on rental information presented in Table 2.
(2) The Project and Alternative C quality for the State of California Density Bonus Program. As part of this program, a lower overall percentage 
of inclusionary housing is allowable (14.8%) along with payment of a portion of the Inclusionary Affordable Housing Program Impact Fee. 
Alternative B does not quality for this program and provides 19% affordable units. Rents are "Base Rent" based on "2022 Maximum Monthly 
Rent by Unit Type for MOHCD Inclusionary Housing Below Market Rate (BMR) Programs" published by the San Francisco Mayor's Office of 
Housing and Community Development effective May 11, 2022.



Alternative B Alternative C
Project Reduced Density Alternative No Res. Parking Alternative



Sources: Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 2, 2022; Draft 
Environmental Impact Report - 469 Stevenson Street Project dated March 11, 2020 (Planning Department Case No. 2017-014833ENV); 
Solomon Cordwell Buenz; Build, Inc.; San Francisco Mayor's Office of Housing and Community Development; Greystar; and ALH Urban & 
Regional Economics.



Size (SF) Size (SF) Size (SF)
Avg. Avg. Avg.











Exhibit 3
Revenue and Expense Assumptions
Project, Reduced Density (Planning Code Compliant), and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Development/Financial Assumption



Residential Units (1)
Total Number of Units 495 346 467
Average Unit Size (SF) 732 621 753



Average Apartment Rental Rates (2)
Per Unit per month $3,771 $3,438 $3,871
Per SF per month $5.15 $5.54 $5.14



Other Revenues ($/mo.) (3)
Parking $450 $450 $0
Other $150 $150 $150



Apartment Vacancy Rate (4)
Market-Rate Units 5% 5% 5%
Inclusionary Affordable Units 2% 2% 2%



Retail Revenues
Retail Rent/SF/mo. (5) $1.00 $1.00 $1.00
Retail Vacancy (6) 10% 10% 10%



Operating Expense Assumptions (7)
Residential 30% 30% 30%
Retail 3% 3% 3%



(2) See Exhibit 2 for detail.



(5) Asking rates in broader area based on Loopnet research indicate about $2.00 per square foot per month,  NNN. 
However, one of the voluntary community benefits is subsidizing the retail space for community-serving retail or 
services. As a result, a 50% discount was applied to account for the subsidy.
(6) Although retail vacancy rates in prime locations can be as low as 5%, a 10% vacancy rate is more prudent for 
this side-street location outside a retail node.
(7) Assumptions based on ALH Urban & Regional Economics files for residential and retail. For retail, the expense 
ratio reflects that most operating expenses are reimbursed under a NNN lease, with the landlord having modest 
unreimbursed expenses.



Alternatives



Project Reduced Density Parking/Tower
No Residential



(1) Information from Solomon Cordwell Buenz.



Alternative B Alternative C



(4) Typical long-term vacancy rate for market-rate apartments in San Francisco. Due to demand for inclusionary 
units, the vacancy rate for these units is typically lower.



(3) Residential parking is unbundled, with monthly rates based on ALH Urban & Regional Economics research of 
rates charged at competitive complexes, which range from $325 to $595. Excluding the high and low ends, the 
range is from $375 to $500 per month. Other income includes charges for concierge, late fees, rentals, etc. and is 
based on standard metric used in the industry.



Sources:  Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 
2, 2022; Draft Environmental Impact Report - 469 Stevenson Street Project dated March 11, 2020 (Planning 
Department Case No. 2017-014833ENV); Build; Solomon Cordell Benz; "2022 Maximum Monthly Rent by Unit Type 
for MOHCD Inclusionary Housing Below Market Rate (BMR) Programs" published by the San Francisco Mayor's 
Office of Housing and Community Development effective May 11, 2022; Loopnet; and ALH Urban & Regional 
Economics.











Exhibit 4
Project Development Pro Forma
469 Stevenson  Street
2023 Dollars



Measurement
Income/Expense Item Value Unit



All Revenues
All Residential Units (1) $22,399,740
Parking Revenue (2) $896,400
Other Residential Revenue (3) $891,000
Retail Revenue (4) $48,000



Total Revenue $24,235,140 $48,960 per unit
Less: Vacancy - Residential (5) ($1,166,520)



Vacancy - Retail (6) ($4,800)
Effective Gross Income $23,063,820



Less Operating Expenses
Residential (7) ($6,906,186) ($13,952) per unit
Retail (8) ($1,296)



Total Operating Expenses ($6,907,482)



Net Operating Income $16,156,338
Capitalization Rate (9) 4.0%



Estimated Value (10) $403,908,446 $815,977 per unit
Less: Transfer Tax/Comm. (11) ($25,244,278)



Estimated Net Proceeds $378,664,168



(1) Number of units times the average rent  per unit per month annualized.
(2) Number of residential parking spaces times the monthly parking rate annualized.



(6) Retail vacancy rate of 10% is applied to retail revenue.



(8) Retail operating expenses applied to retail revenue less retail vacancy.



(11) Estimated at 6.25%, including transfer tax of 6% based on Measure I (passed 11/3/2020),  and a 
small commission (the commission rate decreases as the property value increases). 



Total Amount



Sources: Exhibit 1, Exhibit 2, and Exhibit 3; CBRE Research, "United States Cap Rate Survey H1 2022"; 
and ALH Urban & Regional Economics.



(9) Based on the CBRE Research, Multifamily Infill Class A Stabilized range of 3.5% to 4.0% for San 
Francisco (page 24).



(3)  Other income includes charges for concierge, late fees, rentals, etc. and is based on standard 
metric used in the industry. Times the number of units and annualized.



(10) Total Estimated Value comprises Net Operating Income divided by Capitalization Rate.



(7) Residential operating expenses applied to residential revenue, parking revenue, and other 
residential revenue, less residential vacancy.



(4) Retail square feet times retail rent per square foot per month annualized.
(5) Vacancy rate of 5% is applied to market rate units plus parking and other revenue. A lower 2% 
vacancy rate is applied to inclusionary units rental revenues.











Exhibit 5
No Project Alternative Pro Forma
469 Stevenson  Street
2023 Dollars



Income/Expense Item Per Space



Net Operating Income (1) $176,953 $1,005



Capitalization Rate (2) 4.5%



Estimated Value (3) $3,932,293 $22,343
Less: Transfer Tax/Comm. (4) ($127,800)



Estimated Net Proceeds $3,804,493 $21,616



(4) Estimated at 3.25%, including transfer tax, which is paid on a sliding scale,  which 
is paid on a sliding scale based on sale price, and brokerage commission. The lower 
transfer tax based on the lower price is balanced by a higher commission rate.



(3) Total Estimated Value comprises Net Operating Income divided by Capitalization 
Rate.



Sources: Exhibit 1; Build; RERC Real Estate Report 2Q2016, "Parking Facilities: A Tight 
Space for Investment"; and ALH Urban & Regional Economics.



(1) Based on information provided by Build for a parking lot they own located a few 
blocks away that is leased to a parking operator on a net basis. The rent is adjusted 
to reflect the size of the current parking lot.



Amount
Total



(2) Based on the capitalization rates for the West Region as reported by sellers in the 
article "Parking Facilities: A Tight Space for Investment" in RERC Real Estate Report 
2Q 2016. The reported range is 4.5% to 8.5%; the low end of the range is used in this 
analysis.











Exhibit 6
Reduced Density Development Pro Forma and No Residential Parking/Tower Alternatives Development Pro Forma
469 Stevenson  Street
2023 Dollars



Measurement Measurement
Income/Expense Item Value Unit Value Unit



All Revenues
All Residential Units (1) $14,274,576 $21,693,084
Parking Revenue (2) $810,000 $0
Other Residential Revenue (3) $622,800 $840,600
Retail Revenue (4) $76,284 $43,812



Total Revenue $15,783,660 $45,618 per unit $22,577,496 $48,346 per unit
Less: Vacancy - Residential (5) ($744,464) ($1,084,642)



Vacancy - Retail (6) ($7,628) ($4,381)
Effective Gross Income $15,031,567 $21,488,473



Less Operating Expenses
Residential (7) ($4,488,874) ($12,974) per unit ($6,434,713) ($13,779) per unit
Retail (8) ($2,060) ($1,183)



Total Operating Expenses ($4,490,933) ($6,435,896)



Net Operating Income $10,540,634 $15,052,577
Capitalization Rate (9) 4.0% 4.0%



Estimated Value (10) $263,515,856 $761,607 per unit $376,314,433 $805,812 per unit
Less: Transfer Tax/Comm. (11) ($16,469,741) ($23,519,652)



Estimated Net Proceeds $247,046,115 $352,794,781



(1) Number of units times the average rent  per unit per month annualized.
(2) Number of residential parking spaces times the monthly parking rate annualized.



(6) Retail vacancy rate of 10% is applied to retail revenue.



(8) Retail operating expenses applied to retail revenue less retail vacancy.



(10) Total Estimated Value comprises Net Operating Income divided by Capitalization Rate.



Alternative B Alternative C



Total Amount Total Amount



(11) Estimated at 6.25%, including transfer tax of 6% based on Measure I (passed 11/3/2020),  and a small commission (the commission rate decreases as the 
property value increases). 



 Reduced Density Alternative No Residential Parking/Tower Alternative



Sources: Exhibit 1, Exhibit 2, and Exhibit 3;  CBRE Research, "United States Cap Rate Survey H1 2022"; and ALH Urban & Regional Economics.



(9)  Based on the CBRE Research, Multifamily Infill Class A Stabilized range of 3.5% to 4.0% for San Francisco (page 24).



(3)  Other income includes charges for concierge, late fees, rentals, etc. and is based on standard metric used in the industry. Times the number of units and 
annualized.
(4) Retail square feet times retail rent per square foot per month annualized.



(7) Residential operating expenses applied to residential revenue, parking revenue, and other residential revenue, less residential vacancy.



(5) Vacancy rate of 5% is applied to market rate units plus parking and other revenue. A lower 2% vacancy rate is applied to inclusionary units rental revenues.











Exhibit 7
Development Costs
Project, Reduced Density, and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Cost Category Amount Per Unit Amount Per Unit Amount Per Unit



Direct Construction Costs (1)
Residential $241,104,488 $487,080 $155,449,784 $449,277 $245,474,309 $525,641
Parking $30,389,539 $24,206,756 $13,198,216
Retail $1,225,382 $1,947,438 $1,118,467
Direct Cost Contingency (2) $13,635,970 $9,080,199 $12,989,550



Total Direct Costs $286,355,379 $578,496 $190,684,177 $551,110 $272,780,542 $584,113



Indirect Construction Costs
Architects/Engineers (3) $17,181,323 $11,441,051 $16,366,833
Fees/Permits/Environmental (4) $24,949,703 $10,953,992 $24,589,913
Insurance/Legal/Accounting (5) $4,212,500 $3,095,000 $4,002,500
Property Taxes -Construction (6) $6,329,094 $3,734,628 $5,750,602
Operating Reserve (7) $5,698,673 $2,589,771 $5,009,272
Developer Fee (8) $9,509,417 $6,453,715 $9,103,742
Financing Points (9) $2,125,417 $1,373,714 $2,025,620
Financing Interest (10) $30,255,304 $15,752,493 $27,232,778
Indirect Cost Contingency (11) $5,013,071 $2,769,718 $4,704,063
Acquisition Cost (12) $35,650,000 $35,650,000 $35,650,000



Total Indirect Costs $140,924,501 $284,696 $93,814,083 $271,139 $134,435,322 $287,870



Total Construction Costs $427,279,880 $863,192 $284,498,260 $822,249 $407,215,864 $871,983



(3) Architects/Engineers fees are 6% of hard costs, which is a standard metric in the industry.



(5) Insurance of $7,500 per unit plus $500,000; standard metric in industry.



(7) Operating reserve represents operating expenses over one-half of lease-up period calculated at 25 units/month.
(8) Developer fee is 2.5% of costs excluding financing and indirect cost contingency.



(11) Indirect cost contingency is calculated at 5% of all soft costs excluding acquisition cost.
(12) Acquisition cost is reported by the Project Sponsor.



Sources: Suffolk Construction; Solomon Cordwell Buenz; Build; City and County of San Francisco (https://sftreasurer.org/property-
taxes); "San Francisco Citywide Development Impact Fee Register (Updated as of December 1, 2022, rates effective January 1, 
2023)"; https://www.newyorkfed.org/markets/reference-rates/sofr; and ALH Urban & Regional Economics. 



(9) Financing points is 1% of loan amount, which reflects a 60% loan-to-cost ratio; costs exclude acquisition and indirect cost 
contingency.
(10) Financing interest is costs times 60% loan-to-cost ratio, times 65% average draw, times 7.3% interest rate (based on Secured 
Overnight Financing Rate at 4.3% + 3.0%) for construction period (2.4-3 yrs).



(6) Property taxes during construction is based on net land cost times tax rate of 1.1797% for entire construction period (2.4 to 3 
years), plus hard construction costs times property tax rate of 1.1797% for one-half of construction period.



Alternatives



Project Reduced Density No Residential 



(1) Direct construction costs were provided by Suffolk Construction. The Direct Construction Costs by use include General 
Conditions, General Contractor's Insurance and Fee, Construction Contingency, and City of SF Business Tax.



Alternative B Alternative C



(4) The majority of these costs relate to development impact fees (see Exhibit 8), plus $4,000,000 for permits and environmental as 
reported by Build.



(2) Developer direct cost contingency accounts for potential change orders and overruns and is 5% of direct costs.











Exhibit 8 
Estimated Development Impact Fees 
Project, Reduced Density, and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Alternative B
Reduced



Relevant Project Information and Type of Impact Fee Project Density Amount Basis



Project Information 
Number of Units (1) 495 346 467
Site Area (2) 28,790 28,790 28,790
Gross Square Feet of Residential Area (2) 475,000 272,967 469,181
Retail Net Square Feet (2) 4,000 6,357 3,651
Proportion of Building over 99 units (for TSF) (3) 80% 71% 79%



Impact Fee
Child Care Fee (4) $1,254,000 $720,633 $1,238,638 $2.64 gsf new residential
Downtown C-3 Artwork (5) $2,548,563 $1,697,089 $2,427,747 1% Hard cost before fees
Inclusionary Affordable Housing Program (6) $9,382,630 $0 $9,270,231 $244.76 30% residential gfa less units
School Impact Fee 
     Residential (4) $1,800,250 $1,034,545 $1,778,196 $3.79 gsf new residential
     Retail (7) $2,400 $3,814 $2,191 $0.600 gsf new retail
Transportation Sustainability Fee (TSF)
     Applied to first 99 residential units $1,062,100 $873,195 $1,111,989 $11.18 gsf for first 99 units
     Applied to new residential > 99 units $4,795,600 $2,459,180 $4,665,849 $12.62 gsf new residential >99 units
     Retail (7) $104,160 $165,536 $95,072 $26.04 gsf new non-residential



Total Fees $20,949,703 $6,953,992 $20,589,913



Alternatives



2023 Impact Fee Schedule



Sources: Build; Solomon Cordwell Buenz; "San Francisco Citywide Development Impact Fee Register (Updated as of December 1, 2022, rates effective January 1, 2023)"; and ALH Urban & 
Regional Economics. 



Parking/Tower
No Residential



(6) The Project and Alternative C qualify for the State of California Density Bonus Program, which allows for a portion of the required inclusionary units to be satisfied by paying a fee, as 
well as greater development density. The amounts shown for the Project and Alternative C reflect roughly 30% of the required fee as there are approximately 14.8% on-site inclusionary 
units.



Alternative C



(3) The Transportation Sustainability Fee (TSF) structure is tiered, with a lower fee applied to the gross residential square footage applicable to the first 99 units and a higher fee applied to 
the gross square footage applicable to unit count above 99 units. This percentage is based on the unit counts presented above and is presented to support calculation of the TSF for the 
residential units. 



(5) The fee is 1% of hard cost reported on Exhibit 7, net of General Conditions, General Contractor's Insurance and Fee, Construction Contingency, and City of SF Business Tax, which in 
total represent approximately 11% of total hard cost.



(1) See Exhibit 2.
(2) See Exhibit 1.



(4) The per square foot fee is charged per gross square foot of residential area. 



(7) The per square foot fee is charged per net square foot of retail area. 
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                      2239 Oregon Street 
    Berkeley, CA  94705 
 510.704.1599 
 aherman@alhecon.com  
 
February 1, 2023 
 
Ms. Jenny Delumo 
Mr. Nicholas Foster  
San Francisco Planning Department 
49 South Van Ness Avenue, Suite 1400 
San Francisco, CA  94103 
 
 
Re: 469 Stevenson Street Alternatives Economic Analysis 
 



Dear Ms. Delumo and Mr. Foster: 
 
ALH Urban & Regional Economics (“ALH Economics”) has prepared an independent economic 
analysis of the 469 Stevenson Street project (“Project”) in San Francisco, CA. 469 Stevenson Property 
Owner, LLC (“Project Sponsor”) is proposing a residential development at the site, which is currently 
operated as a surface parking lot. There are three alternatives identified in the California 
Environmental Quality Act (“CEQA”) process, one of which mitigates the proposed Project’s 
anticipated shadow impact. This shadow impact has been identified as the Project’s only potentially 
significant and unavoidable impact under CEQA based on the Draft Environmental Impact Report 
(“DEIR”) prepared by Stantec. A DEIR for the Project was issued on March 12, 2020, with the public 
comment period ending April 27, 2020. Subsequently, a Partially Recirculated Draft Environmental 
Impact Report (“PRDEIR”) was issued on November 2, 2022, with the public comment period ending 
December 19, 2022. 
 
This letter report presents the results of the economic analysis of both the Project and the three 
development alternatives identified in the PRDEIR. The report describes the proposed Project, the three 
alternatives, and the components of the economic analysis, i.e., Project and alternatives revenues, 
Project and alternatives development costs, and financial feasibility returns. Exhibits referenced in the 
text are located in the Appendix. The contents of this letter report are subject to the attached 
Assumptions and General Limiting Conditions. 
 
SUMMARY OF FINDINGS  
 
The economic analysis focused on the financial indicator of net developer margin, which is the 
difference between estimated net proceeds or total development value and total development cost. If 
the total development value is less than the cost, then the project is not feasible. However, not only 
must the value exceed the cost, but it must be sufficiently high enough to compensate the developer 
for the time and risk associated with pursuing the development and to attract equity investment 
capital. San Francisco is still impacted by the economic turmoil resulting from COVID-19 pandemic, 
followed by a high inflationary environment, which has caused increases in interest rates, fears of 
recession, and layoffs at many tech companies. The San Francisco apartment market has not fully 
recovered from this turmoil, with rents still below their 2019 levels, and thus, none of the scenarios 
evaluated are feasible at the present time. All currently have estimated development costs exceeding 
estimated net proceeds, and consequently negative net developer margins. 
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Although market conditions currently make most apartment developments in San Francisco infeasible, 
real estate development is a cyclical industry and it is likely that conditions in San Francisco will 
change in the future, closing the feasibility gap at which point the Project could move forward. The 
fact that apartment development is currently not feasible does not mean such conditions will prevail 
for the foreseeable future. Often when conditions appear bleak is the best time to prepare for future 
development so that plans are place allowing developers to swiftly commence construction as markets 
improve. 
 
Despite the negative indications, it is possible to rank the development scenarios. Of the group, the 
Project is economically superior to all of the alternatives. The Project has the least negative margin as 
a percent of cost, while its return on cost is the highest of the scenarios. At the other end of the 
spectrum, the No Project Alternative is the least feasible. Alternative B: Reduced Density Alternative 
(Planning Code Compliant) is ranked second-best economically, slightly edging out Alternative C: No 
Residential Parking/Tower Alternative.  
 
It is important to note that the Project’s application was filed in 2017 and the environmental analysis 
commenced in October 2019, resulting in a DEIR issued on March 12, 2020. Less than a week after 
the DEIR was released, San Francisco and the entire State of California was required to shelter in 
place due to the COVID-19 pandemic. The pandemic resulted in an economic recession and 
significant job losses, which in turn caused the apartment market to decline with increasing vacancy 
rates and decreasing rents. Once vaccines became widely available, the economy roared back to life, 
but with severe supply chain issues causing prices for all types of goods to soar. In order to combat 
high inflation, the Federal Reserve commenced a series of interest rate increases. As a result, there 
has been a pullback due to fears of another recession, particularly in the tech sector, with numerous 
companies announcing layoffs. The apartment market has only partially recovered from the depths of 
the pandemic-related downturn, and has yet to surpass 2019 rent levels. On the cost side, 
construction costs continue to increase, as well as the cost of construction financing due to higher 
interest rates. In addition, there is wide recognition that the high construction-cost environment, 
coupled with high impact fees and inclusionary housing costs, is stalling new residential development 
across San Francisco. It is possible that the City may enact policy changes to reduce or defer these 
costs in order to spur new development, including apartment developments such as the Project. 
 
PROPOSED PROJECT DESCRIPTION 
 
The 469 Stevenson Street Project is located mid-block between 5th and 6th streets, fronting on both 
Stevenson and Jessie streets, in the South of Market area of San Francisco. This location is on the 
fringe of Union Square. The site, identified as Assessor’s Block 3704, Lot 45, totals approximately 
28,790 square feet and is currently used as a surface parking lot with 176 parking spaces. The Project 
would comprise a single 27-story tower with 495 residential apartment units, 4,000 square feet of 
ground floor retail space, approximately 30,000 square feet of private and common open space, 
residential amenities, and 181 car and 227 bicycle parking spaces in an underground garage. Exhibit 
1 presents a summary of the development program. Exhibit 2 presents detail regarding the residential 
units, showing that the average unit size is 732 square feet, with the following unit mix: 39% studio; 
30% one-bedroom; 19% two-bedroom; 10% three-bedroom; and 2% five-bedroom. Finally, the units 
will serve a variety of income levels, with 9% reserved for households at 50% of Area Median Income 
(“AMI”), 2.8% at 80% AMI, 2.8% at 110% AMI, and 85% market-rate. The balance of the Project’s 
affordable housing requirement would be satisfied by paying an in lieu Affordable Housing fee, as 
allowed by the City’s Inclusionary Housing Program. 
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DESCRIPTION OF ALTERNATIVES 
 
In accordance with the California Environmental Quality Act, an EIR is required to describe a 
reasonable range of potentially feasible alternatives to the proposed project, with the goal of reducing 
the adverse impacts while striving to attain project objectives. The DEIR includes three alternatives, 
which are presented in Exhibit 1, summarized in Table 1, and briefly described in this section.1 
 



Alt. B Alt. C
Reduced Density No Residential



Land Use Component Planning Code Compliant Parking/Tower
Residential Units 0 346 467 
Retail Space (SF) 0 6,357 3,651
Car/Bicycle Parking 176/0 156/192 5/193



Table 1. 469 Stevenson Street Project Alternatives



Sources: Exhibit 1; and ALH Urban & Regional Economics.



Project
No



 



 
No Project Alternative 
 
Under the No Project Alternative, the existing surface parking lot would remain in place and continue 
to operate as a public parking lot with 176 spaces.  
 
Alternative B: Reduced Density Alternative (Planning Code Compliant) 
 
The Alternative B: Reduced Density Alternative (Planning Code Compliant) proposes a-code compliant 
building that is shorter with fewer units and unlike the Project would not seek development standard 
waivers, such as height, as permitted by the State’s Density Bonus Law. The reduced height also 
eliminates the significant shadow impacts on Mint Plaza. The Reduced Density Alternative calls for a 
17-story building with 346 units. The building is consistent with setbacks and massing reductions 
under the Planning Code to create a “cake”-shaped structure with a larger podium up to eight floors 
and a narrower tower containing floors 9 to 17. The smaller and shorter footprint of the tower would 
reduce potential shadow impacts. The underground parking garage would also be smaller – two 
levels instead of three, with 156 parking spaces and 215 bicycle spaces (192 Class 1 and 23 Class 
2). This alternative is slated to include 6,357 square feet of retail space. 
 
The residential units in this alternative would be smaller than those at the Project, averaging 621 
square feet. The unit mix favors one-bedroom units at 59% of the units, followed by 19% two-
bedroom, 12% studios, and 10% three-bedroom units. As shown in Exhibit 2, at 500 square feet on 
average, the one-bedroom units are much smaller than those at the Project (average 740 square feet 
for both the regular and the small one-bedroom plans). Similarly, the two-bedroom units average 750 
square feet, while the Project’s two-bedroom units average 964 square feet. Because these two unit 
types are small, and they comprise 78% of the mix, the average unit size is 111 square feet smaller 
than at the Project.  
 



 
1 The descriptions presented in this report are summarized. For complete, detailed descriptions of the 
alternatives, see Chapter 5 of the Partially Recirculated Draft Environmental Impact Report (“PRDEIR”) – 
469 Stevenson Street Project (Planning Department Case No. 2017-014833ENV), issued on November 
2, 2022. 
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Because the building is smaller and conforms with existing land use constraints, it does not need to 
apply for the California State Density Bonus Law program. Therefore, this alterative provides all of the 
required 19% inclusionary affordable units on site, with 11% reserved for households at 50% of AMI, 
4% at 80% AMI, 4% at 110% AMI, and the balance market-rate. 
 
Alternative C: No Residential Parking/Tower Alternative  
 
Under Alternative C: No Residential Parking/Tower, the majority of the parking garage is eliminated, 
with no residential automobile parking – just 5 loading/service/accessible parking spaces and 218 
bicycle spaces (193 Class 1 and 25 Class 2) are provided. Additionally, the building design would 
feature just a single 28-story tower with no podium component. This alternative would have 467 units 
and 3,651 square feet of retail space. 
 
The unit mix for this alternative includes 75% one-bedroom units (a mix of small and regular 
floorplans), 13% two-bedroom units, and 12% three-bedroom units. Compared to the Project, the 
units in Alternative C have a slightly larger average unit size at 753 square feet, as shown in Exhibit 2. 
Most unit types are generally larger than those in the Project, with the exception of the small one-
bedroom units at 512 square feet. Similar to the Project, this alternative qualifies for the program 
under the California State Density Bonus Law, and is proposed to provide 9% of units reserved for 
households at 50% of Area Median Income (“AMI”), 2.8% at 80% AMI, 2.8% at 110% AMI, and 85% 
market-rate. The balance of the affordable housing requirement would be satisfied by paying an in 
lieu Affordable Housing fee. 
 
ECONOMIC ANALYSIS OF PROJECT AND ALTERNATIVES 
 
The starting point for the economic analysis is an estimate of potential development value assuming 
completion and occupancy stabilization. Revenues from renting the apartment units and leasing the 
retail spaces are estimated from market information. From the total revenues, vacancy is deducted, 
along with operating expenses, to result in an estimated net operating income. The net operating 
income is capitalized at a market-derived capitalization rate to result in an estimated value. One final 
deduction is made for transfer taxes and brokerage commissions to arrive at estimated net proceeds. 
 
Development costs, discussed in a subsequent section, are estimated and deducted from the estimated 
net proceeds. The ultimate result of this process is an indication as to whether the Project and 
alternatives are financially feasible. This test includes not just whether the estimated net proceeds 
exceed estimated development costs, but whether there is sufficient cushion to meet developer 
requirements and attract equity capital investment. 
 
Revenues and Expenses – Project and Alternatives B and C 
 
For the Project and Alternatives B and C, the main source of revenue is derived from renting the 
apartment units. Contributory sources of revenue include monthly garage parking fees, other 
residential fees (pet fees, late fees, other resident charges, etc.), and rent for the retail space. For the 
apartment units, ALH Economics surveyed newer high-rise apartment buildings in the vicinity. 
Additional market information2 was provided by Greystar, an active developer, owner, and manager 
of apartment complexes in San Francisco, as well as listings for larger units on Apartments.com. 
Select information from the most relevant comparable complexes are shown in Table 2, with 



 
2 Greystar, Northern California Market & Property Performance Trends, September 2022. 
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estimated market rents for the different unit types presented in Exhibit 2. This exhibit also presents the 
maximum rents for the below-market-rate units for the various income categories as specified by the 
San Francisco Mayor’s Office of Housing and Community Development. Exhibit 3 presents 
summarized overall average monthly rents, both on a per-square-foot and per unit basis.3 
 



Studios One-Bedroom Two-Bedroom Three-Bedroom
Complex Name Units Monthly Rent Rent Rent Rent
Address Year Built Parking Cost Size (SF) Size (SF) Size (SF) Size (SF)



The George 302 $500 $2,875-$3,360 $3,385 $4,920-5,310
434 Minna Street 2022 432-467 549 975-982



$4,310 $4,980-5,075
658 1042-1047



Prism 185 N/App. $2,833-2,978 $3,722 $4,410-4,595 $6,017
1028 Market Street 2022 453-464 499 973 1,125



$3,063-3,128 $3,956 $4,429-4,509
506 721 1010



Chorus 416 $595 $3,135-3,695 $3,490-4,430 $4,411 $7,135-7,335
30 Otis Street 2021 valet 449-467 505-583 792 1,146



$3,425 $3,961-$4,600 $5,065
505 745-755 937



$4,206 $5,795
836 1024



Table 2. Selected Apartment Market Rental Data (1)
Market Rental Rates by Unit Types (2)



(2) None of the projects surveyed have five-bedroom units. ALH Urban & Regional Economics obtained rents for four- and five-
bedroom units from Apartments.com, which included 1,761-square-foot four-bedroom units at The Gateway listed for $8,255 to 
$8,723 per month.



(1) These three apartment complexes are the newest and most relevant projects in the broader market area. Other complexes 
surveyed and contributory to the analysis are: 50 Jones; 100 Van Ness; 923 Folsom; The Civic; Hanover SOMA West; and Olume.



Sources: Greystar, Northern California Market & Property Performance Trends, September 2022; apartment complex web sites and 
leasing representatives; Apartments.com; and ALH Urban & Regional Economics  



 
The rents for the Project and Alternatives B and C vary due to the different average unit sizes. As 
shown in Exhibit 2, the average monthly rents increase as the average unit size increases – for 
example, the average monthly rent estimated for the Project is $3,771, which has larger units than 
Alternative B: Reduced Density Alternative (Planning Code Compliant) at an average monthly rent at 
$3,438 (which also has a higher percentage of on-site affordable units). As Alternative B: Reduced 
Density Alternative (Planning Code Compliant) is only a 17-story building, its average rental rate 
achievement would likely be slightly lower due to the lower percentage of view units. ALH Economics 
estimated a conservative $25 to $50 reduction in monthly rents for this factor for this alternative. 
Alternative C: No Residential Parking/Tower Alternative has a slightly higher average rent of $3,871 
per month due to its larger average unit size compared to the Project. However, the rent per square 
foot for Alternative C: No Residential Parking/Tower Alternative, is lower (see Exhibit 3).  
 
For all alternatives, as the units increase in size, the rents also increase, but not at the same rate. 
While rents are much higher for five-bedroom units than for studios, they are lower on a per-square-
foot basis. This inverse relationship between size and cost per measurement unit exists for many 



 
3 As a reflection of the recovering apartment market and the influx of new units in the South of Market, 
Mid-Market, and Van Ness areas, many of the complexes are offering four to 10 weeks of free rent, 
typically on a 13-month lease. ALH Economics believes such free rent to be a temporary condition of the 
market that will abate as the market improves. Thus, the rental rates in this analysis are not adjusted for 
free rent. 
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products in the economy. For example, a gallon of milk costs more than a quart in terms of overall 
dollars, but its cost on a per-fluid-ounce basis is lower. A significant contributory factor to this 
relationship in the housing market is the need for every residential unit to include certain fixed, high-
cost items, such as a heating, air conditioning and ventilation system, at least one bathroom, and a 
kitchen. As a unit gets larger, the incremental cost for these items diminishes.  
 
Exhibit 3 also presents other apartment revenues. This includes parking estimated at $450 per space 
per month, based on rates charged at nearby competing apartment complexes, which range from 
$325 to $595, with most from $375 to $500. The other item is other revenue at $150 per unit per 
month for charges such as concierge, pet fees, late fees, rentals, etc., based on ALH Economics 
experience with other apartment properties.  
 
Apartment vacancy rates in San Francisco have been 5% or lower since the mid-1990s, with 
exceptions during rare peak recessionary periods. ALH Economics used 5% as the market vacancy 
rate. Vacancy rates are currently higher due to the ongoing economic effects of the pandemic 
recovery, high inflation environment, and current high interest rates. For example, many of the 
projects surveyed by ALH Economics indicate an average vacancy rate in the 6% range. However, ALH 
Economics believes that the vacancy rate will decline to the long-term average as the local economy 
continues to improve. For this type of static analysis, a reasonable long-term vacancy rate is 
appropriate for the market-rate units. For the inclusionary affordable units, a lower 2% vacancy rate is 
used as there is usually less turnover in these units, as well as a long waiting list for affordable units.  
 
Exhibit 3 also presents assumptions for the retail space. Although market rent was estimated at $2.00 
per square foot per month, based on listings researched on LoopNet, an online marketplace for 
commercial property listings for sale and lease in the United States, the PRDEIR indicates that one of 
the Project’s voluntary community benefits would be to subsidize the retail space for community-
serving retail or services.4 Accordingly, ALH Economics applied a 50% discount to the retail market 
rent to account for that subsidy resulting in a rent assumption of $1.00 per square foot per month. A 
10% vacancy rate is used for the retail space because the retail space is not located on a highly 
trafficked street nor in an established shopping district. These same assumptions are used for the two 
development alternatives. 
 
The final assumptions presented in Exhibit 3 relate to operating expenses. For the apartment units, a 
30% operating expense ratio is assumed and applied to revenues net of vacancy. This assumption is 
based on ALH Economics’ experience on other new residential development projects in San Francisco 
and in other Bay Area cities.  
 
For the retail space, the rents used are assumed to be triple net (“NNN”), wherein the tenant pays its 
pro-rata share of operating expenses. However, there are often some landlord administrative 
expenses that are not recouped; therefore, a nominal 3% operating expense ratio is assumed for 
these spaces. 
 
Revenues and Expenses – No Project Alternative 
 
The No Project Alternative is different from the other scenarios as there is no residential use. Under 
this alternative, it is assumed that the existing surface parking lot would continue to operate. This is 
actually an extraordinary hypothetical assumption because if the development Project is not approved 



 
4 PRDEIR, Page 2-51. 
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(under the No Project Alternative), the Project Sponsor, which does not currently own the land but does 
have an option to purchase, would not complete the sale. Thus, the current owner would retain 
ownership of the parking lot. The Project Sponsor would not complete the acquisition just to operate a 
parking lot. 
 
However, in order to economically evaluate the No Project Alternative, ALH Economics makes the 
extraordinary hypothetical assumption that the Project Sponsor completes site acquisition at the 
stipulated purchase price and secures an operator to manage the public parking lot. The stipulated 
purchase price is $35,650,000. As the Project Sponsor does not currently own the property, income 
information regarding the parking lot operation, including the contract with the third-party operator, is 
not available. However, the Project Sponsor does own a surface parking located a few blocks away 
from the Project site that is leased to a third-party operator. This parking lot, which is 8,200 square 
feet in size, generates an income of $4,200 per month. Interpolating this to the larger Project site 
indicates a monthly income of $14,746, which equates to $176,953 per year.5 
 
Pro Formas and Estimated Values 
 
The pro forma for the Project is presented in Exhibit 4, while the pro forma for the No Project 
Alternative is presented in Exhibit 5, and the pro formas for Alternative B: Reduced Density Alternative 
(Planning Code Compliant) and Alternative C: No Residential Parking/Tower Alternative are presented 
in Exhibit 6. The revenues and operating expenses described above are applied to the relevant units 
and building square footages for each alternative, ultimately arriving at a net operating income 
(“NOI”). This is the projected income a landlord might anticipate based on stabilized building 
operations after completion. This NOI includes the modest contributory income of the ground floor 
retail space, which represents about 0.3% of NOI for the Project and the Alternative C: No Residential 
Parking/Tower Alternative and 0.6% for the Alternative B: Reduced Density Alternative (Planning Code 
Compliant). The NOI is then converted into an estimated value via capitalization, i.e., dividing the 
NOI by a capitalization rate. The capitalization rate expresses the relationship between income and 
value – the lower the rate means that investors will pay more for the property’s income stream. For 
example, investors are willing to pay more for properties in San Francisco than for properties in many 
other cities, meaning that properties in San Francisco generally have lower capitalization rates for 
equivalent properties. Newer high-quality properties also command lower capitalization rates than 
older low-quality properties. 
 
In order to estimate an appropriate capitalization rate, ALH Economics relied on a survey prepared by 
CBRE, a global commercial brokerage firm. Published by CBRE Research, "United States Cap Rate 
Survey H1 2022" includes rates for stabilized new Class A (i.e., high-quality) infill multifamily buildings 
in San Francisco, for which the reported capitalization rate range is 3.5% to 4.0%. ALH Economics 
conservatively used the high end of this range, or 4.0%, for the Project, Alternative B: Reduced Density 
Alternative (Planning Code Compliant), and Alternative C: No Residential Parking/Tower Alternative.6 
 
For the No Project Alternative, it is more difficult to identify capitalization rates for parking lots as 
parking facilities are a more specialized use for which investment criteria are not extensively tracked. 
ALH Economics uncovered an article reporting on parking facility capitalization rates published in 
Situs RERC Real Estate Report. Situs RERC is a global real estate advisory and valuation firm. In the 
2Q2016 publication, an article entitled “Parking Facilities: A Tight Space for Investment,” reported a 



 
5 The math is as follows: ($4,200 ÷ 8,200 SF) = $0.5122 * 28,790 SF = $14,746 per month. 
6 CBRE Research, "United States Cap Rate Survey H1 2022," page 24.  
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capitalization rate range for parking facilities in the West Region of 4.5% to 8.5%. ALH Economics 
used a capitalization rate of 4.5% in its No Project Alternative analysis, reflecting the parking lot’s San 
Francisco location close to Union Square.7  
 
The capitalization rates are applied to the respective NOIs to arrive at estimated values. From all the 
estimates, a final deduction is made for San Francisco’s transfer tax and brokerage commissions, as 
these items are usually paid by the property developer upon sale. The result is the “Net Proceeds,” or 
the amount that would actually be received by the developer under an assumed sale at occupancy 
stabilization. As sales prices increase, the San Francisco transfer tax rate increases, and based on the 
November 3, 2020 passage of Measure I the transfer tax is now 6% of prices in excess of $25.0 
million. Conversely, with regard to brokerage commissions for investment sales, the higher the 
property value the lower the commission rate as a percentage of the sales price. Thus, for high sales 
prices, the transfer tax rate is greater, but the percentage brokerage commission is smaller. 
Conversely, for lower sales prices, the lower transfer tax rate is balanced by a higher brokerage 
commission.  
 
ALH Economics used a 6.25% combined transfer tax brokerage commission rate for the Project, 
Alternative B: Reduced Density Alternative (Planning Code Compliant), and Alternative C: No 
Residential Parking/Tower Alternative. A 3.25% combined transfer tax brokerage commission rate was 
used for the No Project Alternative, which has a significantly lower estimated value and thus lower 
transfer tax rate, but it has a higher commission rate. Exhibits 4, 5, and 6 present the income, 
expense, NOI, and capitalization calculations for the Project and the three alternatives i.e., the No 
Project Alternative, Alternative B: Reduced Density Alternative, and Alternative C: No Residential 
Parking/Tower Alternative. Table 3 presents the estimated outcome for each alternative.  
 
 



Alternative B Alternative C
No Residential



Economic Measure Project No Project Reduced Density Parking/Tower



Estimated Net Proceeds $378,664,168 $3,804,493 $247,046,115 $352,794,781 



Sources: Exhibits 4, 5, and 6; and ALH Urban & Regional Economics.



Alternatives
Table 3. Estimated Net Proceeds: Project and Alternatives



 
 
The estimated net proceeds are $378.7 million for the Project. The net proceeds estimates are lower 
for the alternatives, ranging from $3.8 million for the No Project Alternative, to $352.8 million for 
Alternative C: No Residential Parking/Tower Alternative.  
 



 
7 Anglyn, Ted and Miller, Lance, “Parking Facilities: A Tight Space for Investment” Situs RERC Real Estate 
Report, 2Q2016. A slightly newer article published in the Los Angeles Business Times, “Investor Circles 
Parking Places,” on January 12, 2017, indicated a capitalization rate range from 5.5% to 6.5% 
nationwide. 
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DEVELOPMENT COSTS 
 
Direct Construction Costs 
 
Suffolk Construction prepared direct cost (also called “hard cost”) estimates for the Project, Alternative 
B: Reduced Density Alternative (Planning Code Compliant), and Alternative C: No Residential 
Parking/Tower Alternative.8 The costs include site preparation, excavation, foundations, building 
construction, and sitework. Added to the base direct costs are general contractor add-ons, including 
general conditions, general contractor’s fee, general contractor’s insurance, direct cost contingency 
(comprising 2% of hard costs), and City of San Francisco business tax. Additionally, the Project 
Sponsor added a 5% Developer Contingency to account for potential change orders and cost 
overruns. The total costs for each building component – residential, parking, and retail - are 
presented in the top half of Exhibit 7.  
 
Indirect Construction Costs 
 
In addition to the direct construction costs associated with constructing the building, there are a 
variety of indirect construction costs, also called “soft costs,” related to development. These include 
fees for architects and engineers, development impact fees, permits, CEQA costs, 
insurance/legal/accounting costs, property taxes during construction, operating reserve (i.e., 
payment of operating expenses during lease-up), developer fee, financing, indirect cost contingency, 
and acquisition costs. These costs are estimated based on a variety of sources, such as the Project 
Sponsor, City requirements (i.e., development impact fees, etc.), and information in ALH Economics’ 
files that has been used in other similar analytical assignments. The four largest indirect costs are:  
 



• acquisition cost as reported by the Project Sponsor;  
• financing costs;  
• City development impact fees/permits/environmental costs (see Exhibit 8 for a detailed 



schedule of development impact fees), which includes the Inclusionary Affordable Housing 
Program impact fee for the Project and Alternative C: No Residential Parking/Tower 
Alternative, as part of the State of California Density Bonus Law program; and 



• architect and engineering fees. 
 



These costs are presented in the second half of Exhibit 7 for the Project and Alternative B: Reduced 
Density Alternative (Planning Code Compliant) and Alternative C: No Residential Parking/Tower 
Alternative. The indirect costs are added to the direct costs to result in total construction costs. Total 
Construction Costs range from $284.5 million for Alternative B: Reduced Density Alternative 
(Planning Code Compliant) to $427.3 million for the Project. On a per-unit basis, construction costs 
ranged from $822,000 per unit for Alternative B: Reduced Density Alternative (Planning Code 
Compliant) to $872,000 per unit for Alternative C: No Residential Parking/Tower Alternative. 
 



 
8 The revised conceptual budget is dated March 22, 2022. Suffolk Construction indicated as of January 
2023 that a 3.0% cost escalation factor applied to the budgeted costs would be warranted. Suffolk 
Construction also provided parameters for adjusting the Project budgeted costs to both of the development 
alternatives. 
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No Project Alternative Costs 
 
With regard to the No Project Alternative, ALH Economics only included one development cost – 
acquisition cost. This is attributable to the surface parking lot requiring no improvement after 
acquisition. 
 
RETURN MEASURES AND ECONOMIC ANALYSIS FINDINGS 
 
Return Measures 
 
Developers, lenders, investors, and real estate professionals evaluate the economics of a real estate 
project by comparing the forecasted income and value of a project against the estimated development 
costs. Two typical measures are net developer margin and return (also called yield) on cost. 
 
Net developer margin is the difference between estimated net proceeds or total development value 
and total development cost. If the total development value is less than the cost, then the project is not 
feasible. However, not only must the value exceed the cost, but it must be sufficiently high enough to 
compensate the developer for the time and risk in pursuing the development and to attract equity 
investment capital. Real estate analysts typically cite a percentage range for net developer margin, 
including for example 14% to 25%.9 For this analysis, ALH Economics conservatively assumes a 
threshold margin of 15% for project evaluation. Mathematically, the calculation is as follows: Total 
Development Value – Total Development Cost = Net Developer Margin. If Net Developer Margin ÷ 
Total Development Cost ≥ 15% then the project would attract investment.  
 
Another economic measure is return (also yield) on cost, which is calculated by dividing NOI by total 
development cost. The result is expressed as a percentage, where the return on cost needs to be 
higher than market capitalization rates, as the return accounts for the developer’s time and risk in 
entitling and constructing the project. For this situation, a 5.5% return on cost is considered 
reasonable, and has been used by other analyses in this geographical part of San Francisco.10  
 
Economic Comparison of Project and Alternatives 
 
Table 4 presents the results of the economic analysis. As shown, based on current economic 
conditions, neither the Project nor any of the alternatives are feasible. They all have estimated Total 
Development Costs in excess of Estimated Net Proceeds. The No Project Alternative has the lowest 
negative indication at -$31.8 million while Alternative C: No Residential Parking/Tower Alternative 
has the greatest negative indication at -$54.4 million. The Project’s indication is -$48.6 million, the 
second highest of the scenarios. 
 
 
 
 
 
 



 
9 Seifel Consulting Inc., "Financial Feasibility Analysis of 1500 Mission Street Project," February 23, 2017, 
page 15.  
10 Strategic Economics. “Analysis of Inclusionary Housing and Community Facilities District for Hub 
Properties,” January 18, 2017, Jake Cummings and Nadine Fogarty, page 23. 
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Alternative B Alternative C
No Residential



Economic Measure Project No Project Parking/Tower



Estimated Net Proceeds (1) $378,664,168 $3,804,493 $247,046,115 $352,794,781
Total Development Cost $427,279,880 $35,650,000 $284,498,260 $407,215,864
Net Developer Margin ($48,615,712) ($31,845,507) ($37,452,146) ($54,421,084)



Margin as Percent of Cost
     Developer Goal 15.0% 15.0% 15.0% 15.0%
     Project or Alternative Result -11.4% -89.3% -13.2% -13.4%



Return (Yield) on Cost
     Developer Goal 5.50% 5.50% 5.50% 5.50%
     Project or Alternative Result 3.78% 0.50% 3.70% 3.70%



Sources: Exhibits 4, 5, 6, and 7; and ALH Urban & Regional Economics.
(1) Estimated Net Proceeds comprise Total Development Value less transfer tax and commissions.



Alternatives
Table 4: 469 Stevenson Street Economic Analysis Results



Reduced Density
Planning Code Complient



 
 
The Project and all of the alternatives have a negative margin as a percent of cost, which range from 
-11.4% for the Project (the best, or least negative, of the indications) to -89.3% for the No Project 
Alternative. Of the two development alternatives, Alternative B: Reduced Density Alternative 
(Planning Code Compliant) at -13.2% is only slightly superior to Alternative C: No Residential 
Parking/Tower Alternative at -13.4%  
 
With regard to return on cost, the range is from 0.5% for the No Project Alternative to 3.78% for the 
Project. Alternative B: Reduced Density Alternative (Planning Code Compliant) has a 3.70% return 
on cost, the same as that for Alternative C: No Residential Parking/Tower Alternative. None of these 
indications are close to the typical developer goal of 5.5%. Although the indications are negative 
across the board, the Project is nonetheless superior to all of the alternatives in terms of margin as a 
percent of cost and return on cost. 
 
These negative indications reflect the continued effects of the COVID-19 pandemic, subsequent high 
inflationary environment, and increases in interest rates. Currently, a number of tech companies 
have announced significant layoffs, adding uncertainty to the apartment market resulting in lower 
rents. Construction costs continue to rise, and rising interest rates have significantly increased 
financing costs. The following provides more detail for the Project and each alternative. 
 
Project: The Project is infeasible with development costs excessing estimated net proceeds. However, 
of the scenarios, the Project is the closest to the feasibility thresholds, with a margin as a percent of 
cost is the lowest at -11.4% and a return on cost of 3.78%.  
 
No Project Alternative: As noted previously, the No Project Alternative involves an extraordinary 
hypothetical assumption that the Project Sponsor would close on the land sale even if the Project were 
not approved. The acquisition price of $35,650,000 is contingent upon achieving entitlements for a 
residential development. This price is not intended for investment in the ongoing operation of a 
parking lot. The economics of the parking lot operations (i.e., the income potential associated with 
leasing the lot to a parking operator) warrant an investment that would only be a fraction of the 
contract acquisition price. An investor would only pay a price in the $3.0 million range, not in the 
$30.0 million range, for this parking lot asset.  
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Alternative B: Reduced Density Alternative (Planning Code Compliant): This alternative is infeasible, 
with development costs higher than the estimated net proceeds. The deficit is the lowest of the 
development scenarios, estimated to total -$37.5 million, and the margin as a percent of cost is also 
the lowest of the alternatives at -13.2%. This alternative would not be pursued unless a significant cost 
reduction is achieved along with a significant increase in market rents. The existing use would remain 
until a future time when another development plan for the site is pursued. 
 
Alternative C: No Residential Parking/Tower Alternative: This alternative has the greatest deficit 
between estimated net proceeds and total development costs at -$54.4 million. The margin as a 
percent of cost is -13.4%, slightly lower than Alternative B. With regard to return on cost, this 
alternative has a 3.70% return, the same as Alternative B. Similar to Alternative B: Reduced Density 
Alternative (Planning Code Compliant), this alternative would not be pursued without a significant 
reduction in costs combined with a significant increase in market rents. 
 
Although the Project has a walkable, transit-rich location and there has been a strong decrease in 
reliance on personal automobiles with the growing acceptance of ride-sharing options, some 
apartment renters still depend on their cars. Reasons for car dependence include commutes not easily 
served by transit, families with young children, or simply the preference to have a car available for 
leisure trips. There is still a proportion of the renter population that will not consider living in an 
apartment building that does not have car parking. The lack of parking in Alternative C: No 
Residential Parking/Tower Alternative could negatively impact lease-up of the units, potentially 
lengthening its absorption period. Although this report does not attempt to quantify the economic 
impact of a potentially longer lease-up period resulting from the lack of parking, such a situation 
could increase overall development costs by increasing the operating reserve, which could then 
decrease the return (yield) on development cost compared to that of the Project. The increased 
development costs could also lower the indicated net developer margin as a percent of cost. 
 
As the Project will require a few more years for entitlements, permitting, and construction, it is 
reasonable to assume, even though the current economic and market recovery has been uneven 
and timing of complete recovery remains uncertain, that by the time the Project is ready to break 
ground, and more likely by the time it is completed, the San Francisco apartment market should 
have improved. It is also possible during this time that construction costs could have potentially 
stabilized or perhaps even decreased. Under improved market conditions, the Project’s economics 
are closest to meeting feasibility thresholds. 
 
The results for Alternative B: Reduced Density Alternative (Planning Code Compliant) and Alternative 
C: No Residential Parking/Tower Alternative are very close to each other, with Alternative B: Reduced 
Density Alternative (Planning Code Compliant) slightly superior from a financial analysis standpoint. 
With regard to Alternative C: No Residential Parking/Tower Alternative, as previously discussed, there 
may be a concern that the lack of parking could negatively impact the absorption of the building. For 
Alternative B: Reduced Density Alternative (Planning Code Compliant), while ALH Economics 
incorporated slight reductions in its average market rent estimations, the shorter profile of this building 
may reduce its rental achievement even further due to the lower percentage of view units, which could 
decrease its economic indications even more. 
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CONCLUSIONS  
 
This independent economic analysis of the proposed Project and identified alternatives for the 469 
Stevenson development site is based upon information from the following sources: Draft EIR and 
Partially Recirculated Draft EIR; Project Sponsor and its architect, Solomon Cordwell Buenz; Greystar; 
market research; the Project’s general contractor, Suffolk Construction; and data in ALH Urban & 
Regional Economics’ extensive files. This analysis indicates that none of the development scenarios are 
economically feasible under current market conditions. This situation is due to the lingering effects of 
the COVID-19 pandemic, which severely impacted the economy and consequently the apartment 
market. The effects have continued with the high inflationary environment, followed by increases in 
interest rates. While the market recovery is underway, it is uneven and market rents have yet to 
surpass levels experienced in late 2019. During this time, new apartment buildings have been 
delivered to the market, increasing the supply of units and making the competition for tenants even 
greater. 
 
However, despite the negative indications, it is possible to rank the scenarios, with the Project being 
economically superior to all of the alternatives. The Project’s margin as a percent of cost is the least 
negative at -11.4%, while its return on cost is the highest of the scenarios at 3.78%. At the other end 
of the spectrum, the No Project Alternative is the least feasible. The financial results of Alternative B: 
Reduced Density Alternative (Planning Code Compliant) and Alternative C: No Residential 
Parking/Tower Alternative are close to each other that they could both be in second place, with 
Alternative B: Reduced Density Alternative (Planning Code Compliant) slightly ahead. 
 
It is important to note that the Project’s application was filed in 2017 and the environmental analysis 
commenced in October 2019, resulting in a DEIR issued on March 12, 2020. Less than a week after 
the DEIR was released, San Francisco and the entire State of California was required to shelter in 
place due to the COVID-19 pandemic. The pandemic resulted in an economic recession and 
significant job losses, which in turn caused the apartment market to decline with increasing vacancy 
rates and decreasing rents. Once vaccines became widely available, the economy roared back to life, 
but with severe supply chain issues causing prices for all types of goods to soar. In order to combat 
high inflation, the Federal Reserve commenced a series of interest rate increases. As a result, there 
has been a pullback, particularly in the tech sector stoked by fears of a recession, with numerous 
companies announcing layoffs. The apartment market has partially recovered from the depths of the 
pandemic-related downturn, but has yet to surpass 2019 rent levels. On the cost side, construction 
costs continue to increase, as well as the cost of construction financing due to higher interest rates. 
Although these conditions currently make development infeasible, the Project is moving forward with 
entitlements, as San Francisco is anticipated to return to a fully recovered apartment market. In 
addition, there is wide recognition that the high construction-cost environment, coupled with high 
impact fees and inclusionary housing costs, is stalling new residential development across San 
Francisco. It is possible that the City may enact policy changes to reduce these costs in order to spur 
new development. 
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Development of the Project will result in benefits to San Francisco, which include, but are not limited 
to, the following:  
 
• The City of San Francisco and the public will receive greatly needed residential units in a transit-



rich, infill location; 
• The Project will provide 73 sorely needed affordable housing units in a new development, with the 



units available to a variety of income levels (50% to 110% of Area Median Income);  
• The Project will pay more than $8.0 million in inclusionary affordable housing fees, as well as 



over $11.0 million in other City imposed impact fees;  
• The Project will provide ground floor retail space at a subsidy for community-serving retail or 



services; 
• The public will receive new Class 2 bicycle parking spaces, and 
• The developer plans to donate $578,000 to a community programming fund. 
 
These are just a few of the potential Project benefits, none of which will accrue if development of the 
Project does not proceed.  
 
CLOSING  
 
ALH Economics appreciated the opportunity to prepare this analysis. Please contact us if there are any 
questions on the analysis or the findings.  
 
Sincerely, 



ALH Urban & Regional Economics 



  
Amy L. Herman Mary A. Smitheram-Sheldon 
Principal Land Use Specialist 
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ASSUMPTIONS AND GENERAL LIMITING CONDITIONS 



 
 
ALH Urban & Regional Economics has made extensive efforts to confirm the accuracy and timeliness 
of the information contained in this study. Such information was compiled from a variety of sources, 
including interviews with government officials, review of City and County documents, and other third 
parties deemed to be reliable. Although ALH Urban & Regional Economics believes all information in 
this study is correct, it does not warrant the accuracy of such information and assumes no 
responsibility for inaccuracies in the information by third parties. We have no responsibility to update 
this report for events and circumstances occurring after the date of this report. Further, no guarantee 
is made as to the possible effect on development of present or future federal, state, or local 
legislation, including any regarding environmental or ecological matters. 
 
The accompanying projections and analyses are based on estimates and assumptions developed in 
connection with the study. In turn, these assumptions, and their relation to the projections, were 
developed using currently available economic data and other relevant information. It is the nature of 
forecasting, however, that some assumptions may not materialize, and unanticipated events and 
circumstances may occur. Therefore, actual results achieved during the projection period will likely 
vary from the projections, and some of the variations may be material to the conclusions of the 
analysis. 
 
Contractual obligations do not include access to or ownership transfer of any electronic data 
processing files, programs or models completed directly for or as by-products of this research effort, 
unless explicitly so agreed as part of the contract. 
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APPENDIX: EXHIBITS 



 
List of Exhibi ts 
 
Exhibit 1. Development Program – Proposed Project and Alternatives, 469 Stevenson Street 
 
Exhibit 2. Residential Unit and Rent Detail, Project, Reduced Density (Planning Code Compliant), and 
No Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 3. Revenue and Expense Assumptions, Project, Reduced Density (Planning Code Compliant), 
and No Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 4. Development Pro Forma, Project, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 5. Pro Forma, No Project Alternative, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 6. Development Pro Forma, Reduced Density (Planning Code Compliant), and No Residential 
Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 7. Development Costs, Project, Reduced Density (Planning Code Compliant), and No 
Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 
 
Exhibit 8. Estimated Development Impact Fees, Project, Reduced Density (Planning Code Compliant), 
and No Residential Parking/Tower Alternatives, 469 Stevenson Street, 2023 Dollars 



 
  
 











Exhibit 1
Development Program - Proposed Project and Alternatives
469 Stevenson  Street



Project Components



Site Area (SF) 28,790 28,790 28,790 28,790



Residential Development 
Total Residential Units 495 0 346 467
Residential Square Feet 475,000 0 272,967 469,181
Building Height - Stories 27 N/A 17 28
  - Below Grade Levels 3 N/A 2 1



Other Uses (SF)
Retail 4,000 0 6,357 3,651



Parking Spaces
Residential 166 150 0
Loading/Service Vehicle 3 4 5
Car Share 12 2 0
Total Car Parking 181 176 156 5



Class 1 Bicycle Spaces 200 0 192 193
Class 2 Bicycle Spaces 27 0 23 25



Building Square Footages for Construction Cost Purposes (1)
Residential Above Ground 449,743 N/A 274,706 447,940
Below Ground/Parking, etc. 80,998 N/A 57,566 28,366
Retail 4,000 N/A 6,357 3,651
Total Gross Building SF 534,741 N/A 338,629 479,957



(1) The corrections to the "Total Gross Square Feet (GSF)" category in the alternatives matrix presented on pages S-15 
and 5-3 in the  Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 
2, 2022 are in error. The correct Total Gross Square Feet, which includes below ground space, are 338,629 for 
Alternative B and 479,957 for Alternative C. The corrections remove the below ground space, which is in error because a 
parallel change was not made to the Project.



Sources: Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 2, 
2022; Draft Environmental Impact Report - 469 Stevenson Street Project dated March 11, 2020 (Planning Department 
Case No. 2017-014833ENV); Solomon Cordwell Buenz; Build, Inc.; and ALH Urban & Regional Economics.



Alternatives



Project
No Alternative B  No Residential



Project Reduced Density Parking/Tower



Alternative C











Exhibit 2
Residential Unit and Rent Detail
Project, Reduced Density (Planning Code Compliant), and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Unit Types Count Rents Count Rents Count Rents



Market-Rate Units (1)
Studios 163 457 $3,200 33 450 $3,175 0
One-bedroom units (small) 28 558 $3,475 166 500 $3,400 172 512 $3,450
One-bedroom units 100 792 $4,100 0 127 834 $4,300
Two-bedroom units 81 964 $4,900 51 750 $4,300 50 991 $5,000
Three-bedroom units 43 1,116 $6,100 30 1,275 $6,250 49 1,128 $6,150
Five-bedroom units 7 1,969 $8,500 0 0
  Subtotal 422 280 398



Inclusionary Units at 50% AMI (2)
Studios 17 457 $1,050 5 450 $1,050 0
One-bedroom units (small) 3 558 $1,154 22 500 $1,154 18 512 $1,154
One-bedroom units 10 792 $1,154 0 14 834 $1,154
Two-bedroom units 9 964 $1,254 7 750 $1,254 6 991 $1,254
Three-bedroom units 5 1,116 $1,361 4 1,275 $1,361 5 1,128 $1,361
Five-bedroom units 1 1,969 $1,503 0 0
  Subtotal 45 38 43



Inclusionary Units at 80% AMI (2)
Studios 6 457 $1,777 2 450 $1,777 0
One-bedroom units (small) 1 558 $1,986 8 500 $1,986 5 512 $1,986
One-bedroom units 3 792 $1,986 0 4 834 $1,986
Two-bedroom units 3 964 $2,189 3 750 $2,189 2 991 $2,189
Three-bedroom units 1 1,116 $2,399 1 1,275 $2,399 2 1,128 $2,399
Five-bedroom units 0 1,969 $2,708 0 0
  Subtotal 14 14 13



Inclusionary Units at 110% AMI (2)
Studios 6 457 $2,505 2 450 $2,505 0
One-bedroom units (small) 1 558 $2,817 8 500 $2,817 5 512 $2,817
One-bedroom units 3 792 $2,817 0 4 834 $2,817
Two-bedroom units 3 964 $3,124 3 750 $3,124 2 991 $3,124
Three-bedroom units 1 1,116 $3,438 1 1,275 $3,438 2 1,128 $3,438
Five-bedroom units 0 1,969 $3,913 0 0
  Subtotal 14 14 13



Total Units
Studios 192 457 $2,943 42 450 $2,824 0
One-bedroom units (small) 33 558 $3,199 204 500 $3,079 200 512 $3,191
One-bedroom units 116 792 $3,758 0 149 834 $3,902
Two-bedroom units 96 964 $4,418 64 750 $3,813 60 991 $4,469
Three-bedroom units 50 1,116 $5,499 36 1,275 $5,522 58 1,128 $5,514
Five-bedroom units 8 1,969 $7,625 0 0
Total Units/Averages 495 732 $3,771 346 621 $3,438 467 753 $3,871



(1) Based on rental information presented in Table 2.
(2) The Project and Alternative C quality for the State of California Density Bonus Program. As part of this program, a lower overall percentage 
of inclusionary housing is allowable (14.8%) along with payment of a portion of the Inclusionary Affordable Housing Program Impact Fee. 
Alternative B does not quality for this program and provides 19% affordable units. Rents are "Base Rent" based on "2022 Maximum Monthly 
Rent by Unit Type for MOHCD Inclusionary Housing Below Market Rate (BMR) Programs" published by the San Francisco Mayor's Office of 
Housing and Community Development effective May 11, 2022.



Alternative B Alternative C
Project Reduced Density Alternative No Res. Parking Alternative



Sources: Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 2, 2022; Draft 
Environmental Impact Report - 469 Stevenson Street Project dated March 11, 2020 (Planning Department Case No. 2017-014833ENV); 
Solomon Cordwell Buenz; Build, Inc.; San Francisco Mayor's Office of Housing and Community Development; Greystar; and ALH Urban & 
Regional Economics.



Size (SF) Size (SF) Size (SF)
Avg. Avg. Avg.











Exhibit 3
Revenue and Expense Assumptions
Project, Reduced Density (Planning Code Compliant), and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Development/Financial Assumption



Residential Units (1)
Total Number of Units 495 346 467
Average Unit Size (SF) 732 621 753



Average Apartment Rental Rates (2)
Per Unit per month $3,771 $3,438 $3,871
Per SF per month $5.15 $5.54 $5.14



Other Revenues ($/mo.) (3)
Parking $450 $450 $0
Other $150 $150 $150



Apartment Vacancy Rate (4)
Market-Rate Units 5% 5% 5%
Inclusionary Affordable Units 2% 2% 2%



Retail Revenues
Retail Rent/SF/mo. (5) $1.00 $1.00 $1.00
Retail Vacancy (6) 10% 10% 10%



Operating Expense Assumptions (7)
Residential 30% 30% 30%
Retail 3% 3% 3%



(2) See Exhibit 2 for detail.



(5) Asking rates in broader area based on Loopnet research indicate about $2.00 per square foot per month,  NNN. 
However, one of the voluntary community benefits is subsidizing the retail space for community-serving retail or 
services. As a result, a 50% discount was applied to account for the subsidy.
(6) Although retail vacancy rates in prime locations can be as low as 5%, a 10% vacancy rate is more prudent for 
this side-street location outside a retail node.
(7) Assumptions based on ALH Urban & Regional Economics files for residential and retail. For retail, the expense 
ratio reflects that most operating expenses are reimbursed under a NNN lease, with the landlord having modest 
unreimbursed expenses.



Alternatives



Project Reduced Density Parking/Tower
No Residential



(1) Information from Solomon Cordwell Buenz.



Alternative B Alternative C



(4) Typical long-term vacancy rate for market-rate apartments in San Francisco. Due to demand for inclusionary 
units, the vacancy rate for these units is typically lower.



(3) Residential parking is unbundled, with monthly rates based on ALH Urban & Regional Economics research of 
rates charged at competitive complexes, which range from $325 to $595. Excluding the high and low ends, the 
range is from $375 to $500 per month. Other income includes charges for concierge, late fees, rentals, etc. and is 
based on standard metric used in the industry.



Sources:  Partially Recirculated Draft Environmental Impact Report - 469 Stevenson Street Project dated November 
2, 2022; Draft Environmental Impact Report - 469 Stevenson Street Project dated March 11, 2020 (Planning 
Department Case No. 2017-014833ENV); Build; Solomon Cordell Benz; "2022 Maximum Monthly Rent by Unit Type 
for MOHCD Inclusionary Housing Below Market Rate (BMR) Programs" published by the San Francisco Mayor's 
Office of Housing and Community Development effective May 11, 2022; Loopnet; and ALH Urban & Regional 
Economics.











Exhibit 4
Project Development Pro Forma
469 Stevenson  Street
2023 Dollars



Measurement
Income/Expense Item Value Unit



All Revenues
All Residential Units (1) $22,399,740
Parking Revenue (2) $896,400
Other Residential Revenue (3) $891,000
Retail Revenue (4) $48,000



Total Revenue $24,235,140 $48,960 per unit
Less: Vacancy - Residential (5) ($1,166,520)



Vacancy - Retail (6) ($4,800)
Effective Gross Income $23,063,820



Less Operating Expenses
Residential (7) ($6,906,186) ($13,952) per unit
Retail (8) ($1,296)



Total Operating Expenses ($6,907,482)



Net Operating Income $16,156,338
Capitalization Rate (9) 4.0%



Estimated Value (10) $403,908,446 $815,977 per unit
Less: Transfer Tax/Comm. (11) ($25,244,278)



Estimated Net Proceeds $378,664,168



(1) Number of units times the average rent  per unit per month annualized.
(2) Number of residential parking spaces times the monthly parking rate annualized.



(6) Retail vacancy rate of 10% is applied to retail revenue.



(8) Retail operating expenses applied to retail revenue less retail vacancy.



(11) Estimated at 6.25%, including transfer tax of 6% based on Measure I (passed 11/3/2020),  and a 
small commission (the commission rate decreases as the property value increases). 



Total Amount



Sources: Exhibit 1, Exhibit 2, and Exhibit 3; CBRE Research, "United States Cap Rate Survey H1 2022"; 
and ALH Urban & Regional Economics.



(9) Based on the CBRE Research, Multifamily Infill Class A Stabilized range of 3.5% to 4.0% for San 
Francisco (page 24).



(3)  Other income includes charges for concierge, late fees, rentals, etc. and is based on standard 
metric used in the industry. Times the number of units and annualized.



(10) Total Estimated Value comprises Net Operating Income divided by Capitalization Rate.



(7) Residential operating expenses applied to residential revenue, parking revenue, and other 
residential revenue, less residential vacancy.



(4) Retail square feet times retail rent per square foot per month annualized.
(5) Vacancy rate of 5% is applied to market rate units plus parking and other revenue. A lower 2% 
vacancy rate is applied to inclusionary units rental revenues.











Exhibit 5
No Project Alternative Pro Forma
469 Stevenson  Street
2023 Dollars



Income/Expense Item Per Space



Net Operating Income (1) $176,953 $1,005



Capitalization Rate (2) 4.5%



Estimated Value (3) $3,932,293 $22,343
Less: Transfer Tax/Comm. (4) ($127,800)



Estimated Net Proceeds $3,804,493 $21,616



(4) Estimated at 3.25%, including transfer tax, which is paid on a sliding scale,  which 
is paid on a sliding scale based on sale price, and brokerage commission. The lower 
transfer tax based on the lower price is balanced by a higher commission rate.



(3) Total Estimated Value comprises Net Operating Income divided by Capitalization 
Rate.



Sources: Exhibit 1; Build; RERC Real Estate Report 2Q2016, "Parking Facilities: A Tight 
Space for Investment"; and ALH Urban & Regional Economics.



(1) Based on information provided by Build for a parking lot they own located a few 
blocks away that is leased to a parking operator on a net basis. The rent is adjusted 
to reflect the size of the current parking lot.



Amount
Total



(2) Based on the capitalization rates for the West Region as reported by sellers in the 
article "Parking Facilities: A Tight Space for Investment" in RERC Real Estate Report 
2Q 2016. The reported range is 4.5% to 8.5%; the low end of the range is used in this 
analysis.











Exhibit 6
Reduced Density Development Pro Forma and No Residential Parking/Tower Alternatives Development Pro Forma
469 Stevenson  Street
2023 Dollars



Measurement Measurement
Income/Expense Item Value Unit Value Unit



All Revenues
All Residential Units (1) $14,274,576 $21,693,084
Parking Revenue (2) $810,000 $0
Other Residential Revenue (3) $622,800 $840,600
Retail Revenue (4) $76,284 $43,812



Total Revenue $15,783,660 $45,618 per unit $22,577,496 $48,346 per unit
Less: Vacancy - Residential (5) ($744,464) ($1,084,642)



Vacancy - Retail (6) ($7,628) ($4,381)
Effective Gross Income $15,031,567 $21,488,473



Less Operating Expenses
Residential (7) ($4,488,874) ($12,974) per unit ($6,434,713) ($13,779) per unit
Retail (8) ($2,060) ($1,183)



Total Operating Expenses ($4,490,933) ($6,435,896)



Net Operating Income $10,540,634 $15,052,577
Capitalization Rate (9) 4.0% 4.0%



Estimated Value (10) $263,515,856 $761,607 per unit $376,314,433 $805,812 per unit
Less: Transfer Tax/Comm. (11) ($16,469,741) ($23,519,652)



Estimated Net Proceeds $247,046,115 $352,794,781



(1) Number of units times the average rent  per unit per month annualized.
(2) Number of residential parking spaces times the monthly parking rate annualized.



(6) Retail vacancy rate of 10% is applied to retail revenue.



(8) Retail operating expenses applied to retail revenue less retail vacancy.



(10) Total Estimated Value comprises Net Operating Income divided by Capitalization Rate.



Alternative B Alternative C



Total Amount Total Amount



(11) Estimated at 6.25%, including transfer tax of 6% based on Measure I (passed 11/3/2020),  and a small commission (the commission rate decreases as the 
property value increases). 



 Reduced Density Alternative No Residential Parking/Tower Alternative



Sources: Exhibit 1, Exhibit 2, and Exhibit 3;  CBRE Research, "United States Cap Rate Survey H1 2022"; and ALH Urban & Regional Economics.



(9)  Based on the CBRE Research, Multifamily Infill Class A Stabilized range of 3.5% to 4.0% for San Francisco (page 24).



(3)  Other income includes charges for concierge, late fees, rentals, etc. and is based on standard metric used in the industry. Times the number of units and 
annualized.
(4) Retail square feet times retail rent per square foot per month annualized.



(7) Residential operating expenses applied to residential revenue, parking revenue, and other residential revenue, less residential vacancy.



(5) Vacancy rate of 5% is applied to market rate units plus parking and other revenue. A lower 2% vacancy rate is applied to inclusionary units rental revenues.











Exhibit 7
Development Costs
Project, Reduced Density, and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Cost Category Amount Per Unit Amount Per Unit Amount Per Unit



Direct Construction Costs (1)
Residential $241,104,488 $487,080 $155,449,784 $449,277 $245,474,309 $525,641
Parking $30,389,539 $24,206,756 $13,198,216
Retail $1,225,382 $1,947,438 $1,118,467
Direct Cost Contingency (2) $13,635,970 $9,080,199 $12,989,550



Total Direct Costs $286,355,379 $578,496 $190,684,177 $551,110 $272,780,542 $584,113



Indirect Construction Costs
Architects/Engineers (3) $17,181,323 $11,441,051 $16,366,833
Fees/Permits/Environmental (4) $24,949,703 $10,953,992 $24,589,913
Insurance/Legal/Accounting (5) $4,212,500 $3,095,000 $4,002,500
Property Taxes -Construction (6) $6,329,094 $3,734,628 $5,750,602
Operating Reserve (7) $5,698,673 $2,589,771 $5,009,272
Developer Fee (8) $9,509,417 $6,453,715 $9,103,742
Financing Points (9) $2,125,417 $1,373,714 $2,025,620
Financing Interest (10) $30,255,304 $15,752,493 $27,232,778
Indirect Cost Contingency (11) $5,013,071 $2,769,718 $4,704,063
Acquisition Cost (12) $35,650,000 $35,650,000 $35,650,000



Total Indirect Costs $140,924,501 $284,696 $93,814,083 $271,139 $134,435,322 $287,870



Total Construction Costs $427,279,880 $863,192 $284,498,260 $822,249 $407,215,864 $871,983



(3) Architects/Engineers fees are 6% of hard costs, which is a standard metric in the industry.



(5) Insurance of $7,500 per unit plus $500,000; standard metric in industry.



(7) Operating reserve represents operating expenses over one-half of lease-up period calculated at 25 units/month.
(8) Developer fee is 2.5% of costs excluding financing and indirect cost contingency.



(11) Indirect cost contingency is calculated at 5% of all soft costs excluding acquisition cost.
(12) Acquisition cost is reported by the Project Sponsor.



Sources: Suffolk Construction; Solomon Cordwell Buenz; Build; City and County of San Francisco (https://sftreasurer.org/property-
taxes); "San Francisco Citywide Development Impact Fee Register (Updated as of December 1, 2022, rates effective January 1, 
2023)"; https://www.newyorkfed.org/markets/reference-rates/sofr; and ALH Urban & Regional Economics. 



(9) Financing points is 1% of loan amount, which reflects a 60% loan-to-cost ratio; costs exclude acquisition and indirect cost 
contingency.
(10) Financing interest is costs times 60% loan-to-cost ratio, times 65% average draw, times 7.3% interest rate (based on Secured 
Overnight Financing Rate at 4.3% + 3.0%) for construction period (2.4-3 yrs).



(6) Property taxes during construction is based on net land cost times tax rate of 1.1797% for entire construction period (2.4 to 3 
years), plus hard construction costs times property tax rate of 1.1797% for one-half of construction period.



Alternatives



Project Reduced Density No Residential 



(1) Direct construction costs were provided by Suffolk Construction. The Direct Construction Costs by use include General 
Conditions, General Contractor's Insurance and Fee, Construction Contingency, and City of SF Business Tax.



Alternative B Alternative C



(4) The majority of these costs relate to development impact fees (see Exhibit 8), plus $4,000,000 for permits and environmental as 
reported by Build.



(2) Developer direct cost contingency accounts for potential change orders and overruns and is 5% of direct costs.











Exhibit 8 
Estimated Development Impact Fees 
Project, Reduced Density, and No Residential Parking/Tower Alternatives 
469 Stevenson  Street
2023 Dollars



Alternative B
Reduced



Relevant Project Information and Type of Impact Fee Project Density Amount Basis



Project Information 
Number of Units (1) 495 346 467
Site Area (2) 28,790 28,790 28,790
Gross Square Feet of Residential Area (2) 475,000 272,967 469,181
Retail Net Square Feet (2) 4,000 6,357 3,651
Proportion of Building over 99 units (for TSF) (3) 80% 71% 79%



Impact Fee
Child Care Fee (4) $1,254,000 $720,633 $1,238,638 $2.64 gsf new residential
Downtown C-3 Artwork (5) $2,548,563 $1,697,089 $2,427,747 1% Hard cost before fees
Inclusionary Affordable Housing Program (6) $9,382,630 $0 $9,270,231 $244.76 30% residential gfa less units
School Impact Fee 
     Residential (4) $1,800,250 $1,034,545 $1,778,196 $3.79 gsf new residential
     Retail (7) $2,400 $3,814 $2,191 $0.600 gsf new retail
Transportation Sustainability Fee (TSF)
     Applied to first 99 residential units $1,062,100 $873,195 $1,111,989 $11.18 gsf for first 99 units
     Applied to new residential > 99 units $4,795,600 $2,459,180 $4,665,849 $12.62 gsf new residential >99 units
     Retail (7) $104,160 $165,536 $95,072 $26.04 gsf new non-residential



Total Fees $20,949,703 $6,953,992 $20,589,913



Alternatives



2023 Impact Fee Schedule



Sources: Build; Solomon Cordwell Buenz; "San Francisco Citywide Development Impact Fee Register (Updated as of December 1, 2022, rates effective January 1, 2023)"; and ALH Urban & 
Regional Economics. 



Parking/Tower
No Residential



(6) The Project and Alternative C qualify for the State of California Density Bonus Program, which allows for a portion of the required inclusionary units to be satisfied by paying a fee, as 
well as greater development density. The amounts shown for the Project and Alternative C reflect roughly 30% of the required fee as there are approximately 14.8% on-site inclusionary 
units.



Alternative C



(3) The Transportation Sustainability Fee (TSF) structure is tiered, with a lower fee applied to the gross residential square footage applicable to the first 99 units and a higher fee applied to 
the gross square footage applicable to unit count above 99 units. This percentage is based on the unit counts presented above and is presented to support calculation of the TSF for the 
residential units. 



(5) The fee is 1% of hard cost reported on Exhibit 7, net of General Conditions, General Contractor's Insurance and Fee, Construction Contingency, and City of SF Business Tax, which in 
total represent approximately 11% of total hard cost.



(1) See Exhibit 2.
(2) See Exhibit 1.



(4) The per square foot fee is charged per gross square foot of residential area. 



(7) The per square foot fee is charged per net square foot of retail area. 
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This message is from outside the City email system. Do not open links or attachments from untrusted
sources.


From: Delumo, Jenny (CPC)
To: libby
Cc: CPC.469Stevenson
Subject: RE: Economic Alternatives Study
Date: Thursday, February 9, 2023 4:37:36 PM
Attachments: 469_Stevenson_Street_Project_Public_Recirculated_Draft_EIR_with_Appendices_Table 5-1.pdf


Hi Libby,
 
I am following up with the alternatives table from the recirculated draft EIR.
 
Kind regards,
Jenny
 


From: Delumo, Jenny (CPC) 
Sent: Thursday, February 9, 2023 11:36 AM
To: libby <libby@seifel.com>
Cc: anna.radonich@stantec.com; Johnson, Kaela <Kaela.Johnson@stantec.com>; Range, Jessica
(CPC) <jessica.range@sfgov.org>; CPC.469Stevenson <CPC.469Stevenson@sfgov.org>
Subject: FW: Economic Alternatives Study
 
Hi Libby,
 
Attached is the financial feasibility analysis for the 469 Stevenson Street project.
 
Kind regards,
Jenny
 
San Francisco Planning
49 South Van Ness Avenue, Suite 1400, San Francisco, CA 94103
Direct: 628.652.7568 | www.sfplanning.org
San Francisco Property Information Map
 


From: Tyler Kepler <tyler@bldsf.com> 
Sent: Thursday, February 9, 2023 10:42 AM
To: Delumo, Jenny (CPC) <jenny.delumo@sfgov.org>; Foster, Nicholas (CPC)
<nicholas.foster@sfgov.org>
Subject: Economic Alternatives Study
 


 


Jenny, Nick,
Please see ALH’s economic analysis of the alternatives attached.
Thanks
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mailto:/o=ExchangeLabs/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=user8470a7c7
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Partially Recirculated Draft EIR 



November 2022 
Case No. 2017-014833ENV 



469 Stevenson Street Project 



Table 6.1-1 5-1 Characteristics of the Proposed Project and Alternatives 



Project 



Component 
Proposed Project 



Alternative A: No Project 



Alternative 



Alternative B: Reduced Density 



Alternative (Planning Code-



Compliant) 



Alternative C: No Residential 



Parking, Tower Only Alternative 



 



 



 



 



 



    



Building Heights 



274 feet (with an additional 10 16 feet 



for rooftop mechanical equipment 



the rooftop mechanical penthouse 



and 20 feet for the elevator overrun 



that would be used to access the roof 



deck) 



-- 
160 feet (with an additional 10 feet 



for rooftop mechanical equipment) 



284 feet (with an additional 10 feet 



for rooftop mechanical 



equipment) 



No. of Stories 
27 stories 



3 below grade levels 
-- 



17 stories 



2 below grade level 



28 stories 



1 below grade level 



Total No. Units 495 -- 346 467 



Studio 192 -- 42 0 



Junior one-bedroom 33 -- 0 0 



1 Bedroom 116 149 -- 204 349 



2 Bedroom 96 -- 64 60 



3 Bedroom 50 -- 36 58 



5 Bedroom 8 -- 0 0 



Square Footage by 



Use 



475,000 sf residential; 4,000 sf 



commercial retail 
28,790 sf surface parking lot 



259,110 272,967 sf residential; 



6,357 sf commercial retail 



343,813 469,181 sf residential; 



3,651 sf of commercial retail 



Total gross square 



feet (gsf) 
535,000 gsf 28,790 gsf 338,629 279,324 gsf 479,957 472,832 gsf 



Open Space 



11,000 16,000 sf common residential 



open space; 14,000 sf private 



residential open space: 



-- 



16,423 sf common residential open 



space; 252 sf private residential 



open space 



16,756 sf common residential open 



space; 5,937 sf of private 



residential open space 
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Partially Recirculated Draft EIR 



November 2022 
Case No. 2017-014833ENV 



469 Stevenson Street Project 



Project 



Component 
Proposed Project 



Alternative A: No Project 



Alternative 



Alternative B: Reduced Density 



Alternative (Planning Code-



Compliant) 



Alternative C: No Residential 



Parking, Tower Only Alternative 



Onsite Vehicular 



Parking & Loading 



1 off-street loading and 2 service 



vehicle parking; 178 166 residential 



vehicular parking spaces; 3 12 car-



share spaces; 



56,000 sf 



176 public vehicular parking spaces; 



28,790 sf 



2 off-street loading and 2 service 



vehicle parking; 150 residential 



vehicular parking spaces; 2 car-



share spaces; 57,000 sf 



1 off-street loading and 2 service 



vehicle parking; 2 accessible 



parking; No car-share parking 



Bicycle Parking 
200 class 1 



27 class 2 
None 



192 class 1 



23 class 2 



193 class 1 



25 class 2 



Entitlements 



Conditional Use Authorization; 



Individually Requested State Density 



Bonus 



None Conditional Use Authorization 



Conditional Use Authorization; 



Individually Requested State 



Density Bonus 



Excavation Depth 
55 feet below grade; 55,850 cubic 



yards 
None 35 feet; 37,600 cubic yards 10 feet; 10,740 cubic yards 




















