
Housing Impact Fees
Establish housing impact fees for developers engaged in new
construction projects

(Photo courtesy of Home for All San Mateo County)

The Impact
Housing impact fees incentivize developers and landlords to offer affordable housing and

contribute to government funds for affordable housing developments.

Description
Housing impact fees are collected on new developments to help address the "jobs-housing fit,"

meaning the range of housing affordability needs that fits the range of community incomes. These fees
are assessed as a per-square foot or per-unit fee and are then used to fund affordable housing.

Where It's been implemented
A number of jurisdictions throughout San Mateo County have already enacted housing impact

fees on residential and/or commercial developments. These include Belmont, Brisbane, Burlingame,
Colma, Daly City, East Palo Alto, Foster City, Menlo Park, Redwood City, San Bruno, San Carlos, San
Mateo, San Mateo County, Marin County, and South San Francisco. Many other cities throughout the
San Francisco Bay Area and California have adopted similar measures. However, there are still some
jurisdictions in San Mateo County that have yet to enact housing impact fees, and others that may
choose to adjust them.
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A "Grand Nexus Study" was done in 2014 with 15 San Mateo County jurisdictions, along with
Palo Alto. Partnering to do a collaborative study cut consulting costs by 75%. The Grand Nexus Study
quantified the revenue if every jurisdiction within the county participated in the adoption of housing
impact fees and estimated that $470 million could be generated in impact fees from all developments
proposed at that time in the county.

Key Drivers
The housing crisis has been getting worse throughout California and the Bay Area. According to

a 2020 report from the California Housing Partnership, there has been an 8% increase in California
renters' income since 2000, and there has been a 40% increase in median rent prices, making it harder
for renters to stay here. A family of four in San Francisco needs to make 197% of the area’s median
income in order to afford a median-priced home, according to a 2019 study from the City of San
Francisco’s budget and legislative analyst.

Local city governments are trying to implement a number of different solutions to increase
affordable housing, and impact fees have gained traction. Government intervention is one of the only
ways to maintain affordable housing options in today's market economy.

Key Factors for Success
In order for impact fees to be successful, the housing market in the jurisdiction should be

healthy enough to generate a profit that can help fund affordable housing. Ideally, cities within a county
or other designated area will work together and conduct a collaborative nexus study to accelerate
adoption of housing impact fees. The Grand Nexus Study in San Mateo County should simplify the
process for the remaining jurisdictions because much of the analysis can be adapted to those cities that
share similarities with the ones in the original study.

Key Obstacles
Having remaining jurisdictions without impact fees agree to fund an initial nexus study together

may be difficult because cities work on different timelines and have varying budgets. The impact fee
ordinance will be adopted most easily if a collective nexus study is done to share the cost. Developers
are likely to oppose impact fees due to the extra costs they present.

Timeline to Implementation
First, jurisdictions need to complete a nexus study demonstrating the relationship between new

housing, jobs and the need for affordable housing. Next, a feasibility study is required to determine the
impact of proposed fee options on developer profit. The implementation strategy needs to be
determined for each city, including how annual adjustments will be made, alternatives to payment and
details on appropriate government use of the fees. Finally, a housing ordinance needs to be written or
updated to include the housing impact fee.

Public information from the nexus study can be used to accelerate studies of the specific
jurisdictions, and pursuing a collaborative study can reduce cost and time spent.

The cities participating in the Grand Nexus Study in 2014 received a final report in March 2016
from 21 Elements, a group working on San Mateo County housing needs. Subsequently, participating
cities operated on their own timelines to adopt impact fees. After implementation, reviews of the impact
fees were done by 21 Elements to measure their efficacy and to determine whether adjustments to the
fees needed to be made.
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References and Resources
● Joshua Abrams, Grand Nexus Study Project Manager, abrams@bdplanning.com, (510)

658-2827
● List of 21 Elements primary contacts for each jurisdiction in San Mateo County
● Guide to Housing Impact Fees in San Mateo County
● Grand Nexus Study of San Mateo County
● Association of Bay Area Governments Affordable Housing Toolkits
● San Carlos affordable housing ordinance
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