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AMENDED IN BOARD
FILE NO. 151119 2/23/2016 ORDINANCE NO.

[Establishing an Infrastructure Financing District and Adopting an Infrastructure Financing
Plan (Port of San Frencisco)]

Ordinance establishing an Infrastructure Financing District (including Sub-Project
Area G-1 (Pier 70 — Historic Core)) and adopting an Infrastructure Financing Plan
(including Appendix G-1) for City and County of San Francisco Infrastructure Financing
District No. 2 (Port of San Francisco); approving a Tax Administration Agreement;
afﬁrming the Planning Department’s determination under the California Environmental

Quality Act; and approving other matters in connection therewith.

NOTE: Unchanged Code text and uncodified text are in plain Arial font. -
Additions to Codes are in sm,qle-underlzne ztalzcs Times New Roman font.
Deletions to Codes are in
Board amendment additions are in double underhned Arial font.
Board amendment deletions are in
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:
(a) Findings. The Board of Supervisors of the City and County of San Francisco
hereby finds, determines, and declares based on the record before it that:
(1)  California Statutes of 1968, Chapter 1333 (Burton Act) and San Francisco
Charter Section 4.114 and Aependix B, beginning at Section B3.581, empower the City and
County of San Francisco (City), acting through the Port Commission, with the power and duty
to use, conduct, operate, maintain, manage, regulate, and control the lands within Port
Commission jurisdiction. |
(2)  Under California Government Code Sections 53395 et seq. (IFD Law),
the Board of Supervisors is authorized to establish an infrastructure financing district and to
act as the legislative body for such an infrastructure financing district. More specifically, the

Board of Supervisors is authorized to establish “waterfront districts” under Section 53395.8 of

Mayor Lee, Supervisor Cohen
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the IFD Law, including a waterfront district for approximately 65 acres of waterfront land in the

area known as Pier 70 (a “Pier 70 district”), and approve “Pier 70 enhanced financing plans”

pursuant to Section 53395.81 of the IFD Law.

(3) Pursuantto Section 53395.8 of the IFD Law, a waterfront district may be
divided into project areas, each with distinct limitations under [FD Law.

(4) By Resolution No. 123-13, which the Board of Supervisors adopfed on
April 23, 2013 and the Mayor approved on April 30, 2013, the City adopted “Guidelines for the
Establishment and Use of Infrastructure Financing Districts on Project Areas on Land under
Jurisdiction of the San Francisco Port Commission” (Port IFD Guidelines) relating’ to the
formation of infrastructure financing districts by the City on waterfront property in San
Francisco under the jurisdiction of the Port Commission.

(5) By Resolutlon No. 110-12, which the Board of Supervisors adopted on
March 27, 2012 and the Mayor approved on April 5, 2012 (Original Resolution of Intention to
Establish IFD), the City declared its intention to establish a waterfront district to be known as
“City and County of San Francisco Infrastructure Financing District No. 2 (Port of San
Francisco)” (IFD), and designated initial project areas within the IFD (Project Areas).

(6) - By Resolution No. 227-12, which the Board of Supervisors adopted on
June 12’, 2012 and the Mayor approved on June 20, 2012 (First Amending Resolution), the
City amended the Original Resolution of Intention to Establish IFD to propose, among other
fhings, an amended list of Project Areas. \,

(7) By Resolution No. 421-15, which the Bdard of Supervisors adopted on
November 17, 2015 and the Mayor approved on November 25, 2015 (Second Amending
Resolution, and together with the Original Resolution of Intention to Establish IFD and the
First Amending Resolution, the “Resolution of Intention to Establish IFD”), the City declared its -
intention to establish Sub-Project Area G-1 (Pier 70 - Historic Core) within the Pier 70 district.

Mayor Lee, ‘Supervisor Cohen ) :
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(8)  Sub-Project Area G-1 (Pier 70 - Historic Core) is within the Pier 70 district
and includes property that the City, acting by and through the Port Commission, has leased fo
Historic Pier 70, LLC (an affiliate of Orton Development, Inc.) pursﬁant to Lease No. L-15814,
dated as of July 29, 2015 (Lease), which property will be rehabilitated pursuant to a Lease
Disposition and Development Agreement, dated as of September 16, 2014, by and between
the City, acting by and through the Port Commission, and Historic Pier 70, LLC (LDDA).

‘ (9)  Sub-Project Area G-1 (Pier 70 - Historic Core) is within the Eastern
Neighborhoods Community Plan Area, for which the Planning Commission certified the
Eastern Neighborhoods Rezoning and Area Plans Final EIR (EN FEIR) (Planning Department
Case No. 2004.0160E).

-(10)  The Planning Department reviewed the Crane Cove Park project (Crane
Cove Project) and the prpject described in the LDDA (Historic Core Project) and determined
that a community plan exemption (CPE) under CEQA Guidelines Section 15183 would be
appropriate because the Historic Core Project and the Crane Cove Project are within the

scope of the EN FEIR and would not have any additional or significant adverse effects that

‘were not examined in the EN FEIR, nor has any new or additional information come to light

that will alter the conclusions of the EN FEIR. Thus, the Historic Core Project and the Crane
Cove Project will not have any new effects on the environment that were not previously
identified, nor will any environmental impacts be substantially greater than described in the
EN FEIR. No mitigation measures previously found infeasible have been determined to be
feasible, nor have any new mitigation measures or alternatives been identified but rejected by
the Port. i

(11) Based on those findings, the Planning Department prepared a CPE for
the Historic Core Project (Historic Core CPE), which exemptioh was approved on May 7, 2014

(Planning Department Case No. 2013.1168E) and the Planning Department subsequently

Mayor Lee, Supervisor Cohen . .
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100




© 00 N O A~ W N -

- A
N O~ O

14
15
16
17
18
19
20
21
22
23
24
25

prepared a CPE for the Crane Cove Project (Crane Cove CPE) on October 5, 2015 (Planning
Department Case No. 2015-001314ENV), copies of which are on file at File No. 151119 and
also available online through the Planning Department’s web page.

(12) The Board of Supervisors has reviewed the EN FEIR (a copy of which is
on file at File No. 081133, and also available online through the Planning Department’s web
page), the Historic Core CPE, and the Crane Cove CPE.

(13) Al applicable mitigation measures from the EN FEIR have been
incorporated into the Historic Core CPE and Crane Cove CPE, or have b'een required as
conditions of approval through the Port C'omm'ission’s adopﬁon of the Mitigation Monitoring
and Reporting Program (MMRP) attached to Port Commission Resolutions 14-33 and 15-38
and the Board of Supervisors adoption of the Historic Core Project MMRP attached to
Reéolution No. 273-14 in File No. 140729 on July 22, 2014. ' |

(14) The Resolution of Intention to ,Establish IFD directed the Executive
Director of the Port (Executive Director) to prepare an infrasfructure financing plan for the IFD
(Infrastructure Fiﬁancing Plan) and Sub-Project Area G-1 consistent with the requirements of
the IFD Law. |

(15) As required by the [FD Léw, the Executive Director:

(A)  Prepared the Infrastructure Financing Plan for the IFD as a Whole,
describing the procedures by which property tax increment from project areas in the IFD will
be allocated to specific public facilities, which creates a government funding mechanism that
does not commit to any specific project that may result in a potentially significant physical
impact on the environment and therefore is exempt from CEQA, and,

(B) Prepared Appendix G-1 to the Infrastructure Financing Plan,
proposing an allocation of property tax increment from proposed Sub-Project Area G-1 (Pier

70 - Historic Core) to finance the public facilities described in Appendix G-1 to the

Mayor Lee, Supervisor Cohen : »
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Infrastructure Financing Plan, which development and public facilities have been analyzed
under CEQA in the EN FEIR, the Historic Core CPE, and Crane Cove CPE; and,

(C) Sent the Infrastructure Financing Plan, including Appendix G-1,
along witH the EN FEIR, the Historic Core CPE and Crane Cove CPE, to the City’s Planning
Department and the Board of Supervisors..

(16) The Clerk of the Board of Supervisors made the Infrastructure Financing
Plan, including Appendix G-1, available for public inspection.

(17) On-January-26:-20461fFollowing publication of notice consistent with the
requirements of the IFD Law, the Board of Supervisors openedheld a public hearing on
January 26, 2016, -and continued the public hearing on February 23, 2016, relating to the

proposed Infrastructure Financing Plan, including Appendix G-1.

(18) At the hearing any persons having any objections to the proposed
Infrastructure Financing Plan, including Appendix G-1, or the regularity of any of the prior
proceedings, and all written and oral objections, and all evidence and testimony for and
against the adoption of the Infrastructure Financing Plan, including Appendix G-1, were heard
and considered, and a full and fair hearing was héld.

(19) There has been presented at this Board hearing a form of Tax

Administration Agreement (Tax Administration Agreement), by and between the City acting

‘through the Port Commission, on its own behalf and as agent of the IFD with respect to Sub-

Project Area G-1 (Pier 70 - Historic Core), and a corporate trustee to be identified in the future
by the Executive Director, that provides, among other things, for the administration and

disposition of tax increment revenues allocated to the IFD with respect to Sub-Project Area G-

1 (Pier 70 - Historic Core).

20) Historic Pier 70, LLC | the | ease tenant, acknowledged in the Lease that

Port stated its intention to cause the City to-form (i) a community facilities district (Facilities

Mayor Lee, Supervisor Cohen
BOARD OF SUPERVISORS Page 5
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CFD) under the Mello-Roos Community Facilities Act of 1982 (California Government Code

§8§ 53311 - 53368), the San Francisco Special Tax Financing Law (Admin. Code ch. 43, art.

X) or similar law (collectively, the “CFD Law”) to finance Pier 70 wide Infrastructure, Shoreline

Protection Facilities and Public Facilities ‘gas such terms are defined in the Lease) and, (ii) a
community facilities district (Services CFD) under the CFD L aw to finance the operation and

maintenance of Pier 70 wide Infrastructure, Shoreline Protection Facilities and Public

Facilities, such as the ongoing operating and maintenance costs for Crane Cove Park and
20t Street.

(21) __Appendix G-1 (i) contemplates the potential issuance of Facilities CFD

bonds that are secured by tax increment from Sub-Project G-1 to help finance the public

operating _Crane Cove Park and other spaces/facilities within and around Sub-Project

- Area G-1 will be funded by a Services CFD, not the City’s general fund.

(b) CEQA Finding. The Board of Supervisors hereby finds that, pursuant to Title 14,
California Code of Regulations, Sections 15378 and 15060(c)(2), adoption of this ordinance,
the establishment of the IFD (excluding Sub-Project Area G-1 (Pier 70-Historic Core)), and
approval of the IFP (excluding Appendix G-1) are not “projects” under the California
Environmental Quality Act because they do not result in a physical change in the environment.
With respect to Appendix G-1, affirming by this reference the Historic Core CPE and the
Crane Cove CPE. | .

(c) Formation of IFD and Approval of IFP. By the bassage of this Ordinance, the
Board of Supervisors hereby (i) declares the IFD described in the Infrastructure Financing
Plan, including Sub-Project Area G-1 (Pier 70 - Historic Core), to be fully formed and
established with full force and effect of law, (ii) approves the Infrastructure Financing Plan,

including Appendix G-1, subject to amendment as permitted by IFD Law, and (iii) establishes

Mayor Lee, Supervisor Cohen
BOARD OF SUPERVISORS : Page 6
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the base year for Sub-Project Area G-1 (Pier 70 — Historic Core) as set forth in the
Infrastructure Financing Plan, all as provided in the proceedings for the IFD and in the IFD
Law. It is hereby found that all prior proceeding§ and actions taken by the Board of
Supervisors with respect to the IFD, including Sub-Project Area G-1 (Pier 70 — Historic Core),
were valid and in conformity with the IFD Law and the Port IFD Guidelines.

(d) Port as Agent. The Board of Supervisoré hereby appoints the Port Commission to
act as the agent of the IFD with respect to Sub-Project Area G-1 (Pier 70 - Historic Core),
which agency shall include the authority to: (1) disburse tax increment from Sub-Project Area
G-1 (Pier 70 - Historic Core) as provided in Appendix G-1; (2) enter into one or more '
acquisition agreements that would establish the terms and conditions under which the Port
and other City agencies would acquire the public facilities described in Appendix G-1; (3)
determine in collaboration with the Office of Public Finance whether and in what amounts the
IFD will issue or incur indebtedness for the purposes specified in Appendix G-1 and enter into
agreements related to such indebtedness; (4) if the IFD issues or incurs indebtedness, direct
the disbursement of the debt proceeds in conformance with Appendix G-1; (5) incur Qualified
PortCoests Port Benefit Tasks and Port Benefit Costs (as defined in the LDDA); and
(6) prepare the annual statement of indébtedness required by the IFD Law for Sub-Project
Area G 1 (Pier 70 — Historic Core).

(e) Tax Administration Agreement. The Tax Administration Agreement, substantially
in the form presented to the Boafd of Supervisors, a copy of which is on file with the Clerk, in .
File No. 151119 is hereby approved. The Port Commission, on its own behalf and as agent of
the IFD with respect to Sub-Project Area G-1 (Pier 70 - Historic Core), is hereby authorized to
execute the Tax Administration Agreement With such changes, additions and modifications as

the Executive Director, upon consultation with the City Attorney, may make or approve. The

Mayor Lee, Supervisor Cohen
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approval by the Executive Director of such modifications, changes and additions shall be

conclusively evidenced by the execution and delivery of the Tax Administration Agreement.

(i Community Facilities District. Consistent with the provisions of the Lease, the
Board of Supervisors hereby directs the Port's Executive Director to bring, when the Port’s
Executive Director determines the time is appropriate, a request to the Board of Supetrvisors
to form a community facilities district to help finance the operation and maintenance of the |

public facilities described in Appendix G-1, such as the ongoing operating and maintenance

costs for Crane Cove Park and 20™ Street.

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

(gh) Publication. The Clerk of the Board of Supervisors shall cause this Ordinance
to be published within 5 days of its passage and again within 15 days after its passage, in

each case at least once in a newspaper of general circulation published and circulated in the

City.

Mayor Lee, Supervisor Cohen :
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(ki) Effective Date. This ordinance shall become effective 30 days after enactment.
Enactment occurs when the Mayor signs the ordinance, the Mayor returns the ordinance
unsigned or doeé not sign the ordinance within 10 days of receiving it, or the Board of

Supervisors overrides the Mayor’s veto of the ordinance.

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

By: Z | — /
Grace Park
Deputy City Attorney

n:\port\as2016\1300117\01083839.docx

Mayor Lee; Supervisor Cohen
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FILE NO. 151119

LEGISLATIVE DIGEST

[Establishing an Infrastructure Finéncing District and Adopting an Infrastructure Financing
Plan_(Port of San Francisco)] :

. Ordinance establishing an Infrastructure Fihancing District (IFD) (including Sub-Project
Area G-1 (Pier 70 - Historic Core) and adopting an Infrastructure Financing Plan (IFP)
(including Appendix G-1) for City and County of San Francisco Infrastructure Financing
District No. 2 (Port of San Francisco); approving a Tax Administration Agreement;
affirming the Planning Department’s determination under the California Environmental
Quality Act; and approving other matters in connection with the IFD and [FP, as defined
herein. :

4

Existing Law
. This is new lég’islaﬁon.

" Background Information

Under California Government Code Sections 53395 et seq. (“IFD Law"), the Board of
Supervisors is authorized to establish an infrastructure financing district and fo act as the
legislative body for such an IFD. '

By passage of this Ordinance, the City will establish an infrastructure financing district that

encompasses only lands owned by the Port of San Francisco (“Port IFD”) and adopt an

infrastructure financing plan for the Port IFD (“Port IFP”). Generally, creation of the Port IFD

and adoption of a Port IFP are not “projects” under the California Environmental Quality Act
because they do not result in a physical change in the environment. -

The Ordinance will also establish a sub-project area within the Port IFD for the “Historic Core”
of Pier 70 (“Sub-Project Area G-17). The “Historic Core” is located generally along 20t Street,
east of lllinois Street, and is within approximately 65 acres of waterfront land owned by the
Port in the area known as Pier 70. Most of the buildings within the “Historic Core” will be
rehabilitated by Port’s development partner, Historic Pier 70, LLC pursuant to.the terms of a
Lease Disposition and Development Agreement and Lease.

The Ordinance will also adept Appendix G-1 to the Port IFP. Appendix G-1 proposes how
property tax increment from Sub-Project Area G-1 will be allocated to finance the public
facilities described therein which include Crane Cove Park-Phase 2, Building 102 electrical
work, and various street, sidewalk and traffic signal improvements. A community plan
exemption was approved, and applicable mitigation measure adopted, for the public facilities
described in Appendix G-1.

BOARD OF SUPERVISORS 107 Page 1
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The Ordinance will also establish the base year for Sub-Project Area G-1 fo calculate the tax
increment available from Sub-Project Area G-1 to finance the public facilities described in
Appendix G-1. o

Under the Ordinance, the Board of Supervisors will appoint the Port Commission to act as the .
agent of the Port IFD with respect to Sub-Project Area G-1 and authorize the Port
Commission to enter into a Tax Administration Agreement with respect to Sub-Project

- Area G-1. The Tax Administration Agreement will select a vendor to perform certain tax
administration services for the Port Commission relative to the Port [FD.

n:\Port\AS2015\1300117\01068751.docx
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M EMBERS OF THE BOARD OF SUPERVISORS MEETING FEBRUARY 23,2016

Items 31, 32 and 33 Departments:
Files 15-1119, 15-1118 and 15-1117

Port, Controller, Treasurer-Tax Co"ector
EXECUTIVE SUMMARY |

A Legislative Objectives

e 15-1119: Ordinance establishing a Port IFD and adopting an Infrastructure Financing Plan
for the Port IFD and Sub-Project Area G-1; approving a Tax Administration Agreement;
affirming the Planning Department’s determination under the California Environmental
Quality Act (CEQA) and approving other related matters.

e 15-1118: Resolution approving issuance of bonds in an amount not to exceed $25,100,000
for the Port IFD with respect to Sub-Project Area G-1; approving an Indenture of Trust and
a Pledge Agreement; and approving related matters.

e 15-1117: Resolution approving a Memorandum of Understanding (MOU)‘ between the
Port, Controller and Treasurer-Tax Collector relating to Sub-Project Area G-1 of the Port
Infrastructure Financing District (IFD), including procedures for administration of the IFD.

Key Points : ‘

¢ In 2012 the Board of Supervisors approved a Resolution of Intention to create a Port IFD
and in 2015, amended this resolution to declare its intent to create Sub-Project Area G-1
and approved a Resolution of Intention to issue $25,100,000 bonds for this Area.

Fiscal Impact ' .

e The public infrastructure improvements to be funded with this Port IFD are: {1) $1,271,000
for streets and sidewalks; (2) $3,090,000 for Building 102 electrical; and (3) $13,899,000
for Crane Cove Park. IFDs function similar to previous redevelopment project areas.

« A combination of (a) funds loaned by the developer and the Port to be repaid by the Port
IFD with allocated tax increment, (b) bond proceeds from the Port IFD from Sub-Project |
Area G-1 to be repaid from allocated tax increment, and (c) allocated tax increment on a
pay-go basis would finance the costs of the improvements. One $8.7 million bond in FY
2021-22 would yield $7,832,000 of net proceeds, with annual interest of 6.5% and average
annual debt service payments of $666,400 over a 30-year term, or total debt service
payments of $20 million, including $8.7 million principal and $11.3 million interest.

e ~ Overall, a total $49.2 million of tax increment funds is projected to be allocated from Sub-
Project Area G-1, including $35.4 million of General Fund revenues and $13.9 million of
ERAF revenues, assuming that 100% of the City’s General Fund portion and 100% of the
ERAF portion of the tax increment is allocated to the Port IFD from Sub-Project Area G-1.

Recommendations
s Amend the proposed ordinance {File 15-1119) to reiterate the City’s intent to create a
- Community Facilities District (CFD) to fund the ongoing operating and maintenance costs
for Crane Cove Park and 20" Street, rather than relying on the City’s General Fund to
support such additional costs.

s Approval of the two proposed resolutions and one ordinance, as amended, are policy
decisions for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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MEMBERS OF THE BOARD OF SUPERVISORS MEETING . FEBRUARY 23, 2016

MANDATE STATEMENT / BACKGROUND

Mandate Statement

California Government Code Section 53395 et seq. authorizes cities and counties to establish
Infrastructure Financing Districts (IFD), subject to approval by the city council or county board
of supervisors, to finance “public capital facilities of communitywide significance”. in addition,
Section 53395.8 of the State Government Code specifically authorizes the establishment of an
IFD by the Board of Supervisors on land under the jurisdiction of the Port of San Francisco to
finance public improvement projects along the San Francisco waterfront, such as structural
repairs and improvements to'piers, seawalls, wharves and other maritime facilities, removal of

"bay fill, shoreline restoration, utility infrastructure, public open space improvements, as well as
historic restoration and seismic and life-safety improvefnents to existing buildings. Section
53395.8(g) in the State Government Code also allows the Board of Supervisors to establish
project areas within an IFD.

Background

Prior Resolutlons of Intention for the Port [FD

On March 27, 2012, the Board of Supervisors approved a Resolution of Intention®, which
initiated the State statutory requirements, to establish the City and County of San Francisco
Infrastructure Financing District No. 2 on Port property (Port IFD). The Port IFD encompasses
the entire 7-mile contiguous Port property and includes various specific project areas. On June
12, 2012, the Board of Supervisors approved a resolution” to amend the earlier Resolution of
Intention to add Seawall Lot 351 as another project area. These resolutions designated the
following project areas within the Port IFD, with the caveat that the Clty intended to establish
additional project areas in compliance with State law:

. Project Area A: Seawall Lot 330;

e  Project Area B: Piers 30-32;

° Project Area C: Pier 28;

] ‘Project Area D: Pier 26;

. . Project Area E: Seawall Lot 351;

. Project Area F: Pier 48; .

) Project Area G: Pier 70; and

. Project Area H: Rincon Point-South Point Project Area.

The Port advises that the purpose of .forming the IFD as a Port-wide district with multiple
project areas is to preserve the flexibility of establishing separate tax increment financing plans
for each major project on the Port with tax increment funds expended on public capital
facilities throughout the Port’s jurisdiction, subject to Board of Supervisors approval.

! This resolutlon was adopted as part of the Host and Venue Agreement and Disposition Development Agreement
for the 34™ America’s Cup held in San Francisco (File 12-0128; Resolution No. 110 -12).
2 File 12-0278; Resolution No. 227-12.

. }
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MEMBERS OF THE BOARD OF SUPERVISORS MEETING ' FEBRUARY 23, 2016

On November 17, 2015, the Board of Supervisors approved another amendment to the
Resolution of Intention to create a new Sub-Project Area G-1, a smaller.Historic Core district
within Project Area G: Pier 70°. The proposed boundaries of the Port IFD and the eight Project
Areas including Sub-Project Area G-1 are shown in the two attached maps. In accordance with
these Resolutions of Intention to establish the Port IFD, the Executive Director of the Port was
directed to prepare an infrastructure financing plan for the Port IFD and Sub-Project Area G-1,
in compliance with State law. These prior Resolutions of Intention specified that the Board of
Supervisors was not obligated to establish a Port IFD. '

On November 3, 2015, the Board of Supervisors approved a separate Resolution of Intention to
issue bonds not to exceed $25,100,000 to finance public improvements in the Port IFD, to be
secured with tax mcrement revenues generated in Sub -Project Area G-1*.

Lease Disposition and Development Agreement and Lease for Historic Core at Pier 70

In May 2014, the Port Commission approved a Lease Disposition and Development Agreement
(LDDA) with Historic Pier 70, LLC (Orton) together with a 66-year lease with Orton. In July 2014,
the Board of Supervisors approved the lease with Orton (Resolution No. 273-14). The LDDA and
lease govern the development, rehabilitation and use of the 20" Street historic buildings at Pier
70, addressing eight historic structures, including two unreinforcéed masonry buildings,
comprising a total of approximately 267,000 square feet of space for industrial, office and retail
tenants. These buildings require, among other things, seismic upgrades, new electrical, fire
safety, phone/data, water, sewer and gas services, asbestos and lead paint remediation and
roof repairs estimated to cost $109 million. At the time the LDDA and lease were approved, a
portion of the public infrastructure improvements to support the rehabilitation of the historic
buildings at Pier 70 were intended to be financed through the creation of an IFD. Under such an
IFD, the City will allocate possessory interest tax payments, in lieu of property taxes, from Orton
to fund specific infrastructure improvements within Sub-Project Area G-1 and in areas around
Sub-Project Area G-1 within Pier 70.

DETAILS OF PROPOSED LEGISLATION

15-1117: The proposed resolution would approve a Memorandum of- Understanding (MOU)'
between the Port, Controller and Treasurer-Tax Collector relating to Sub-Project Area G-1 of the
Port IFD, including procedures for the administration of the Port IFD.

15-1118: The proposed resolution would approve issuance of bonds in an amount not to
exceed $25,100,000 for the Port IFD with respect to Sub-Project Area G-1; approve an
Indenture of Trust and a Pledge Agreement; and approve other related matters.

15-1119: The proposed ordinance would establish the Port IFD, adopt an Infrastructure
Financing Plan for the Port IFD and Sub-Project. Area G-1 on behalf of the Port of San Francisco;
approve a Tax Administration Agreement; affirm the Planning Department’s determination

3 File 15-1006; Resolution No. 421-15.
4 File 15-1007; Resolution No. 416-15.
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under the California Environmental Quality Act (CEQA); and approve other matters in
connection therewith. :

Although the eight Port IFD project areas listed above would be approved with the
establishment of the Port IFD, tax increment revenues cannot be allocated to the Port IFD from
a project area until the Board of Supervisors approves an appendix to the Infrastructure
Financing Plan with respect to a specific project area. The proposed ordinance (File 15-1119)
would approve an Infrastructure Financing Plan for the Port IFD and Appendix G-1 relating to
Sub-Project Area G-1, which would permit tax increment revenues to be allocated from Sub-
Project Area G-1.

The major public infrastructure improvements, costs and projected completion dates that
would be financed by the Port IFD and through the related bonds using property tax increment
generated from Sub-Project Area G-1 are shown in Table 1 below:

Table 1: IFD Facilities, Costs and Completion Dates

Facilities to be funded with IFD Estimated Cost (2015) | Estimated Completion Date

Street and sidewalk improvements -$§1,271,000 | FY 2016-17 —FY 2017-18

Building 102 electrical improvements " 3,090,000 FY 2016-17

Phase 2 of Crane Cove Park L 13,899,000 Dependent on funding availability
Total © $18,260,000

The majority of the funds would be for Phase 2 of Crane Cove Park, which the Port advises is a
critical amenity for the new neighborhood to be developed at Pier 70. Over $20 million from
""the 2008 and 2012 General Obligation Park Bonds previously approved by San Francisco voters
has already been expended for Phase 1 improvements to Crane Cove Park. The Phase 2
improvements would include restoration of the historic cranes, adaptive reuse of historic
Buildings 109 and 110, shoreline clean-up and sediment remediation, soil disposal, new pier
overlook, shoreline landscaping, pathways, site i'nterpretatior_n and furnishings.

s

Under the proposed resolu;cion (15-1117), the Board of Supervisors would:

e Approve a Memorandum of Understanding (MOU) between the Controller, Treasurer-
Tax Collector and the Port Commission to implement the provisions of Appendix G-1 to
the Infrastructure Financing Plan for the Port IFD, which would commit the City’s
Controller and Tax Collector to allocate specified tax increment revenues to the Port IFD
from Sub-Project Area G-1 for expenditure on specific Port public infrastructure projects
and uses shown in Table 1 above. The MOU also provides for the cooperation of the
Controller and Treasurer-Tax Collector regarding one or more Community Facilities
Districts (CFD) for the facilities and ongoing services specified in Sub-Project Area G-1. A
CFD is a special taxing entity, which is formed by a two-thirds vote of the property
owners within the CFD to levy special taxes and issue debt to pay for capital
improvements and/or maintenance costs. According to Ms. Elaine Forbes, Deputy
Director of Finance and Administration for the Port, the CFD is being proposed as
additional protection for the Port to insure that sufficient revenues are collected to

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST

413




MEMBERS OF THE BOARD OF SUPERVISORS MEETING . FEBRUARY 23, 2016

repay any bonds that may be issued, while waiting for sufficient tax increment revenues
to accrue from the Port IFD and to pay for ongoing maintenance and operating costs for
public infrastructure. The creation of any CFD for the Port would be subject to future
Board of ‘Supervisors approval. Under the proposed resolution, the Controller and
Treasurer/Tax Collector, with consultation of the City Attorney, may modify or. change
the MOU if such changes do not materially increase the City’s obligations.

Under the proposed resolution (15-1118), the Board of Supervisors would:

1-

Authorize the issuance of one or more series of bonds, with maturity dates not to
exceed 30 years from their date of issuance, not to exceed a total of 45 years as
permitted by IFD law, to be secured by tax increment funds allocated to the Port IFD
from Sub-Project Area G-1 and other sources (most likely special taxes levied in the CFD)
that could potentially be identified by the Board of Supervisors to finance the cost of the
public facilities.

Authorize the issuance and sale of IFD bonds for a maximum aggregate principal amount
of $25,100,000, excluding refinancing and/or refunding of the bonds, related reserve
funds and the costs of issuance, to pay for the estimated 2015 cost of $18,260,000 for
the public infrastructure improvements shown in Table 1 above. The Board of
Supervisors could increase this maximum aggregate principal amount by adopting a
subsequent resolution, in compliance with IFD law. As estimated by the Port,
incremental property tax revenues available from Sub-Project Area G-1 would be
approximately $49.2 million over the 45-year term (which includes property tax
revenues that would otherwise be allocated to the City’s General Fund and be allocated

“to ERAF’), such that the principal and interest debt service costs on the proposed bonds

would be less than or equal to this level of incremental property tax revenues.

The Port does not plan.to sell bonds until FY 2021-22, when Sub-Project Area G-1'is
projected to generate sufficient incremental property tax revenues to pay debt service.
The Port is requesting that the Board of Supervisors approve the issuance of IFD bonds
now so that the bond authorization can be part of the judicial validation process
discussed below. The bonds would not be issued by the Port IFD until the Board of
Supervisors, in its capacity as the legislative body of the Port IFD, reviewed the related '
documentation and approved the terms for the actual sale of the specified amount of
IFD bonds. :

Approve an Indenture of Trust and Pledge Agreement which outlines the basic terms for
the future IFD bonds regarding tax increment pledges, security and 'repayr‘nent of bond
principal, interest and total debt. As no California jurisdiction has previously issued IFD
bonds, these agreements provide the framework for a future IFD bond issuance. A
resolution approving the final Indenture of Trust, Pledge Agreement and issuance of IFD
bonds would be subject to future Board of Supervisors approval.

Authorize the Director of the Controller’s Office of Public Finance and the City Attorney,
to initiate a judicial validation action with respect to the Port IFD, Sub-Project Area G-1

® ERAF is the State Educational Revenue Augmentation Fund.
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and the proposed bonds. The requested judicial validation action will allow bond
counsel to render an unqualified validity opinion that is required by the capital markets
as to the Port IFD and the bonds.

To comply with reimbursement rules under Federal tax law, declare the intent to pay
certain cost of the facilities prior to the date of issuance of the bonds and use a portion
of the bond proceeds to reimburse the expenditures for the facilities paid before the
bonds are sold. The sources and uses of the bonds are summarized below in Table 2,
which indicates that both Orton, the developer of the Pier 70 Historic Core, and the Port
anticipate expending funds for the infrastructure improvements, to be partially
reimbursed by the bonds. ‘

THe proposed ordinance (15-1119) would:

Establish the proposed Port IFD. The Port IFD would encompass only Port property and
include project areas approved by the Board of Supervisors that encompass various
development projects. IFDs function similar to previous redevelopment project areas.
According to the Port, approving the proposed Port IFD will enable the Port to fund new
infrastructure needed to support development of Port property, including streets,
utilities and parks and assist in financing the Port’s 10-Year Capital Plan by capturing and
bonding against property tax increment generated in specific Port IFD areas or subareas.

Adopt an Infrastructure Financing Plan for the Port IFD, which describes how property
tax increment from Sub-Project Area G-1 would be allocated to the public facilities
identified above in Table 1. On November 4, 2015, Keyser Marston Associates, Inc.
under contract to the Port for $63,253 submitted a Fiscal and Economic Impact Analysis:
Pier 70-Historic Core, which is the basis for the.Port"s.Infrastructure Financing Plan for
the Port IFD and Sub-Project Area G-1. As noted above, the Board of Supervisors can
only allocate property tax increment after approving an Infrastructure Financing Plan for
a specific Project Area. 4

This ordinance would approve the Infrastructure Financing Plan for-Sub-Project Area G-
1, specifying FY 2015-16 as the base year, such that 100% of the property tax increment
generated in this area could be allocated for Port infrastructure improvements in FY
2016-17. Given the time lag between construction of the public infrastructure and
availability of tax increment funds, tax increment funds would be (1) used directly to
fund infrastructure improvements; (2) repaid to Historic Pier 70, LLC for infrastructure
funds advanced prior to the issuance of the bonds, (3) repaid to the Port for funds
advanced prior to the issuance of the bonds, and (4) repaid as bond interest and
redemption on bond issuances. The tax increment limit for Sub-Project Area G-1 would
be 'initially established at $64,000,000, which reflects the total $49,220,000 tax

~ increment projected to be generated by Sub-Project Area G-1 plus a 30% contingency of

$14,780,000. The Port advises that this tax increment limit of $64,000,000 is reasonable
because: (a) additional improvements that are not currently known may be made to the
leasehold over the 45-year term; (b) the leasehold may be sold multiple times over the
45-year term, significantly increasing its value; and (c) specific subtenants may construct
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or install significant tenant lmprovements, equipment and fixtures that further increase
the tax roll

e Approve a Tax Administration Agreement between the City acting on behalf of the Port
Commission and a corporate trustee to be identified in the future by the Port’s
Executive Director for the administration and disposition of tax increment revenues
allocated to Port IFD from Sub-Project Area G-1.

" & Find that adoption of the ordinance, establishment of the Port |FD, and approval of the
- Infrastructure Financing Plan are not projects under the California Environmental
Quality Act (CEQA) because they do not result in a physical change in the environment. .

e Affirm the Planning Department’s CEQA findings that the proposed Sub-Project Area G-1 -
projects (Orton and Crane Cove Park projects) are within the scope of the Eastern
Neighborhoods Rezoning and Area Plans, for which the Planning Commission-previously
certified a Final Environmental Impact Report.

» Approve other matters, including appointing the Port Commission to act as the agent of
the Port IFD with respect to Sub-Project Area G-1 to (1) disburse tax increment funds,
(2) enter into acquisition agreements regarding public facilities, (3) determine in
collaboration with the Office of Public Finance the amounts of bonded indebtedness to
incur, (4) direct the disbursement of debt proceeds, (5) incur Qualified Port Benefit
Costs®, and (6) prepare annual statements of indebtedness, as required by IFD State law.

FISCAL IMPACT

Rationale for IFD/CFD

The Port IFD and/or CFD with the related allocated tax increment and special taxes are being
proposed as the primary financing mechanisms to fund the public improvements because the
Port does not generate sufficient revenues to complete all of the Port’s capital improvements
for the rehabilitation and development at Pier 70’ The primary argument for using this
financing mechanism is that the resulting property tax increment would not occur, but for the
public and private investment. Pursuant to IFD law, IFDs use incremental property tax revenue
that would otherwise accrue to the City’s General Fund to finance necessary infrastructure
improvements. As noted above, the City will allocate to the Port IFD possessory interest taxes,
in lieu of property taxes, from Orton, the developer, to fund the capital infrastructure
improvements within Sub-Project Area G-1 and in areas around Sub-Project Area G-1 within
Pier 70. The proposed resolution (15-1118) approving the issuance of $25.1 million in bonds

® Qualified Port Benefit Costs are expenses incurred by the developer to perform Port Benefit Tasks that are
authorized to be reimbursed as defined in the LDDA. Port Benefit Tasks are activities undertaken by the developer
on the Port’s behalf at the request of the Port, Building 102 Electrical Work as specified in the LDDA and activities
outsxde the scope of the developer’s specified obligations when requested by the Port.

7 The Port’s overall Ten-Year Capital Plan identifies $1.62 billion of capital projects to be completed over the next
ten years. However, the Port also projects approximately $609.4 of various funding sources, leaving an unfunded
backlog of approximately $1.01 billion of capital projects.

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST

s



IMEMBERS OF THE BOARD OF SUPERVISORS MEETING FEBRUARY 23, 2016

states that the subject bonds are not a debt of the City, but rather a debt and liability of .the
Port IFD as specified in the Indenture of Trust.

If the proposed legislation is approved, the Port plans to introduce similar IFD legislation to use
tax increment funds for the (a) Pier 70 Waterfront site for the Forest City development project

and (b) Seawall Lot 337 for the Giants development project within the next 1-2 years.

Sources and Uses of Funds

The propoéed sources and uses of funding are shown in Table 2 below.

Table 2: Sources and Uses of Funds

Sources of Funds 2015-16 Dollars Nominal Dollars®
‘Developer Loan-Street Improvements $746,000 $783,000
Port Loan-Building 102 and Sidewalk Improvements 3,110,000 3,203,000
Port Loan-Street Improve. w/ developer reimbursements 504,000 526,000
IFD or CFD Bond Proceeds 6,559,000 7,832,000

Allocated General Fund Tax Increment - 16,816,000 35,354,000

Allocated ERAF Tax increment 6,596,000 .| 13,866,000
Total Tax Increment 23,412,000 $49,220,000
Total Sources $34,331,000 $61,564,000

Uses of Funds
Phase 2 Crane Cove Park . $13,899,000 31,490,000
Streetscape lmproveménfs 1,271,000 1,329,000
Bldg. 102 Electrical Improvements 3,090,000 3,183,000
‘Repay Developer Loan 806,000 887,000
Repay Port Loans 3,999,000 4,684,000
Bond Debt Service 11,267,000 19,991,000

Total Uses $34,331,000 $61,564,000

As shown in Table 2 above, a combination of (a) funds loaned by the developer and the Port,
which would be repaid by the Port IFD with allocated tax increment’, (b) bond proceeds from
the Port IFD or CFD from Sub-Project Area G-1, which would be repaid by the Port IFD with
allocated tax increment, and (c) allocated tax increment from the Sub-Project Area G-1 which
would be used on a pay-as-you-go basis to finance the costs of the improvements. One bond
for $8.7 million is anticipated to be issued in FY 2021-22°, and to yield approximately
$7,832,000 of net proceeds for the improvements, to retire the outstanding loans and

® Nominal dollars reflect the future inflated amounts for each of the sources and uses of funds, because the IFD will
have a 45-year term and the costs and tax increment revenues will increase over time..

? In accordance with the LDDA, the Port will request the developer to advance approximately $746,000 for street
improvements, and the developer will be repaid with interest, estimated at 4.5% annually, by FY 2019-20. The Port
will advance approximately $3.1 million for Building 102 electrical improvements and a sidewalk on the north side
of 20® Street, to be repaid with interest at 4.4% annually, by FY 2021-22. In accordance with the LDDA, the
developer will reimburse the Port for approximately $504,000 of streetscape improvements, which are owed to
the Port for transaction expenses.

® The Port currently anticipates one bond issuance for $8.7 million in FY 2021-22. If two bond issuances up to the
maximum of $25.1 million are issued, the first would occur in FY 2021-22 and the second would be in FY 2052-53.
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contribute to the development of Phase 2 of Crane Cove Park™. The one $8.7 million bond is
projected to have an annual interest rate of 6.5% and result in average annual debt service
payments of $666,400 over a 30-year term, or total debt service payments of $20 million,
including $8.7 million of pnncnpal and $11.3 million of interest.

Property Tax Allocatlon

. Although the Port anticipates one $8.7 million bond, the proposed resolution (15-1118) sets a
maximum principal bond amount of $25,100,000, which reflects the total bonding capacity of
the available tax increment from the Port’s IFD from Sub-Project Area G-1, assuming (a) robust
growth assumptions (30% higher than the actual projections), (b) more than one bond is issued
over the 45-year term and (c) interest rates are lower than current levels. According to the Port,’
the Port is requesting a higher bonding cap to allow for flexibility should the project generate
more incremental property tax revenues or the cost of funds is lower than projected and given
that all future bond issuances would require separate Board of Supervisors approval. As noted
above, this assumes 100% of the City’s General Fund portion and 100% of the Educational
Revenue Augmentation Fund (ERAF)™ portion of the tax increment are allocated to the Port IFD
for Sub-Project Area G-1. Under State law, the amount of ERAF's share of tax increment
allocated to the Port IFD for the Pier 70 Project Area must be proportional)to the City’s share of
tax increment allocated to the Port IFD for the Pier 70 Project Area; the Board of Supervisors
determines this allocation by approving the subject Infrastructure Financing Plan for the Port
IFD and Sub-Project Area G-1 and issuance of debt.

For- every $1.00 of Property Taxes (not including property taxes designated for debt service on -
General Obligation bonds), $0.65 is allocated to the City’s General Fund, $0.25 is allocated to
ERAF, and $0.10 is allocated to the other taxing entities (Saﬁ Francisco Unified School District, .
Community College District, BART and the Bay Area Air Quality Management District). As shown
in Table 3 below, 89.92% of incremental property taxes collected would be available to be
allocated to the Port IFD. .

Table 3: Share of Gross Property Tax Increment

City Share of Tax Increment Generated at Pier 70 ' 64.59% |
State of California ERAF Share of Tax Increment Generated at Pier 70 , 25.33%
Total Allocated Tax Increment to Pier 70 IFD . 89.92% |

After the Orton project is complete and its value is fully reflected on the property tax roll, the
Port IFD is-projected to be eligible to receive approximately $720,000 of incremental possessory
interest taxes annually from Sub-Project Area G-1, which would increase over time. The Port
IFD could receive incremental tax revenues from Sub-Project Area G-1 up to 45 years from the
date the Port IFD receives $100,000 in incremental tax revenues, in accordance with State law.

Y phase It of Crane Cove Park is projected to have a shortfall of $5 million to $10 million, which will require
cutbacks in the final design and/or philanthropic funding efforts to complete.

12 ERAF redirects one-fifth of statewide property tax revenue from cities, counties and special districts to school
and community college districts, which is deposited into a countywide fund for all State schools and community
colleges. Diversion of ERAF for the subject Port iIFD from Sub-Project Are G-1will result in a loss of revenues for the
State, but according to the Port, will not affect funding levels for the San Francisco Unified School District.
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Incremental property tax revenues available from Sub-Project Area G-1 are estimated to be
approximately $49.2 million over the 45-year term. The estimated 2015 cost is $18.26 million
for the specified public infrastructure improvements, with a maximum aggregate principal
issuance amount of $25,100,000 of bonds. The Port estimates that total principal and interest
debt service costs on the anticipated $8.7 million bonds, at a 6.5% interest rate would be
approximately $20 million, which is significantly less than the projected $49.2 million of
estimated incremental property tax revenue to be collected over the 45-year term of the Port
IFD for Sub-Project Area G-1. '

Impact on the Property Tax Revenues to the City's General Fund

Overall, a total $49.2 million of tax increment funds is projected to be available to be allocated
from Sub-Project Area G-1, includihg $35.4 million of General Fund revenues and $13.9 million
of ERAF revenues, as summarized above in Table 2, including debt service costs, if the proposed
legislation is approved. If the Port could fund the subject improvements without the use of tax
increment funds, the City’s General Fund would otherwise receive approximately $35.4 million
of property tax revenues. However, as noted above, the Port is proposing to capture up to
100% of the City’s General Fund share of tax increment in order to capture up to 100% of the
State’s share of ERAF because the Port does not have sufficient funds or other sources of
revenues to fund its capital backlog and infrastructure improvements. '

Others Costs, Revenues and Net Impacts on the General Fund

Upon completion in FY 2018-19, excluding the revenues that the project will generate in
possessory interest taxes, the Orton project is also ‘anticipated to generate between $264,000
'to $425,000 of ‘annual revenue to the City’s General Fund, based on varying assumptions of
new gross receipts taxes, sales taxes, motor vehicle in-lieu fees, utility user taxes and other
taxes. ‘ ' ‘

As noted in Table 4 below, the Infrastructure Financing Plan for the Port IFD also estimates that
the annual operating cost to the City’s General Fund, including police, fire and emergency

medical services, will be approximately $91,000 annually when the project is completed in FY
2018-19. o ' : ' '

Table 4: Estimated General Fund Impacts

Revenues and Costs Post Construction Low Revenue Scenario High Revenue Scenario

(FY 2018-19) ' ' '
Annual Tax Revenues after FY 2018-19 ' $264,000 $425,000
Annual General Fund Costs for Police & Fire . (91,000) (91,000)
~ Net Annual General Fund Benefit $173,000 $334,000
Total IFD Term (45 Years) Net Present Value $5,117,000 48,041,000

As summarized in Table 4 above, beginning in FY 2018-19, the ‘Orton project is therefore
estimated to generate an annual net surplus of $173,000 to $334,000 for the City’s General
_Fund. Over the term of the IFD, the City would receive between $5,117,000 and 58,041,000 of
General Fund revenues on a net present value basis as shown in Table 4 above. This does not
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include the $35.4 million of General Fund property tax revenues that could be allocated to the
Port IFD from Sub-Project Area G-1, and would not be available to the City’s General Fund untll
approximately FY 2062-63.

“Other Maintenance and Operating Expenses

The projected annual costs of $91,000 shown in Table 4 above do not include the estimated
$400,000 annual cost to operate and maintain Crane Cove Park nor the costs for the
Department of Public Works or the Port to maintain 20" Street, which the Port anticipates will
be 100% funded from a maintenance special tax to be levied through a CFD to be formed by the
City in the future. The Port advises that the lease between the Port and Orton includes a
statement of the City’s intent to form a maintenance CFD, which would levy special taxes on
property owners in this area to pay for such ongoing maintenance costs. -

The Board of Supervisors should therefore amend the proposed ordinance (File 15-1119) to
reiterate the City’s intent to create a CFD to fund the ongoing operating and maintenance costs
for Crane Cove Park and 20" Street, rather than relying on the City’s General Fund to support
such additional costs. In addition, construction and maintenance costs for a public plaza within
the Historic Core leasehold will be fully funded by the developer.

POLICY CONSIDERATION

The Infrastructure Financing Plan for Sub-Project. Area G-1 prov:des that the Board of
Supervisors would approve the following limitations on the allocations of tax increment from
Sub-Project Area G-1to the Port IFD:

1. The Board of Supervisors retains the discretion to make budgetary appropriations to the
Port IFD from the General Fund share of tax increment from Sub-Project Area G-1, such
as the discretion to repay the Port or Historic Pier 70, LLC for their payment of
infrastructure costs or to pay infrastructure costs funded on a pay-as-you-go basis.

2. The Board of Supervisors retains the discretion to approve the future issuance of IFD
bonds, agreements or obligations for Sub-Project Area G-1. ’

3. The Board of Supervisors commits to allocate to the Port IFD all of the City’s General
Fund share of the tax increment from Sub-Project Area G-1 that is necessary to repay
bonds or related agreements or contractual obligations that the Port IFD or the Port is
-obligated to satisfy with such tax increment, that have been approved by the Board of
Supervisors.

4. The Board of Supervisors retains the discretion to amend the Infrastructure Financing
Plan for Sub-Project Area G-1 at any time to reallocate tax increment from Sub-Project
Area G-1 among the projects, or to fund new projects within Pier 70.

The portion of the ERAF share of the tax increment from Sub-Project Area G-1 committed to
the Port IFD will be equal to the portion of the City’s General Fund share of the tax
increment from Sub-Project Area G-1 allocated to the Port IFD.
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RECOMMENDATIONS

1. Amend the proposed ordinance (File 15-1119) to reiterate the City’s intent to create a
Community Facilities District (CFD) to fund the ongoing operating and maintenance
costs for Crane Cove Park and 20" Street, rather than relying on the City’s General Fund
to support such additional costs.

2. Approval 'of the two proposed resolutions and one proposed ordinance, as amended,
are policy decisions for the Board of Supervisors.
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MEMORANDUM
December9, 2015
TO: MEMBERS, Capital Planning Committee

FROM: Elaine Forbes, Deputy Director of Finance and Admlmstratlon
‘ Brad Benson, Director of SpeCIal Projects

SUBJECT: Request approval of an Infrastructure Financing Plan for the Pier 70
Historic Core (Subarea G-1) and approval to issues bonds in an amount
not to exceed $25.1 million

Executive Summary

On October 19, 2015, Port staff provided the Capital Planning Committee with an
information presentatlon on a proposed lnfrastructure Financing-District (IFD) at Pier 70
that would include six historic buildings along 20" Street leased to Historic Pier 70, LLC
(an affiliate of Orton Development, Inc.) If approved, the IFD would receive property
taxes for 45 years to finance public infrastructure and public realm improvements
necessary for reuse of the historic buildings and activation of the area.

Port staff requests review and approval of the Infrastructure Financing Plan (IFP) for the
Pier 70 Historic Core IFD. The IFP describes the financing framework and limitations,
gives a projection of tax revenue the IFD will receive, and describes the public
infrastructure and public.realm improvements the IFD will support. Appendix G-1 (see
Attachment 3) provides more detailed projections and project descriptions. Port staff
also requests approval to issue bonds in an amount not to exceed $25.1 million. While
bonds will not be issued until FY 2021-2022, bond counsel recommends approval now
for the validation process. The bond sale will be subject to future approvals. '

This IFP adheres to the Guidelines for the Establishment and Use of an Infrastructure
Financing District with Project Areas on Land Under the Jurisdiction of the San
Francisco Port Commission which the Board of Supervisors adopted on April 23, 2013,
following Capital Pianning Committee recommendation in November of 2012. Threshold
Criteria 5 states “the Port must demonstrate the net fiscal impact of the proposed
project area on the City’s General Fund and show that the project area will result in a
net economic benefit to the City, including the Port.” Attachment 4 is a fiscal and
economic impact.analysis which Keyser Marston Associates prepared. This analysis
evaluates the anticipated performance of the Orton Development to derive the fiscal
benefit to the General Fund in a lower and higher revenue scenario.
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Port Infrastructure Financing Districts

Port IFD Law operates in much the same way as former redevelopment law: when
approved by the Board of Supervisors, the Port may form an infrastructure financing
district and establlsh a base year, after which the Port may capture growth in propetty or
possessory interest’ taxes (“Tax Increment”), either annually (“pay-go”) or through the
issuance of bonds, to fund facilities of “communitywide SImelcance -as part of an
approved Infrastructure Financing Plan.

The Port’s 10-Year Capital Plan has included projected proceeds from a Port IFD to
fund major capital improvements since 2007. Subject to Board of Supervisors approval,
the proposed Pier 70 - Historic Core IFP will be the first time the Port implements the
Port IFD Law and realizes funding to address Port capltal needs.

Within the Port IFD, the Port establishes “project areas” encompassing each project
site, but only when the Board approves the related development. Port IFD Law
generally allows the capture of property or possessory interest taxes for periods of up to
45 years; establishing different project areas allows the Port to set different 45 year
“clocks” for each project area, thus maximizing capture of Tax Increment.

Port IFD law allows the following uses of Tax Increment:
~» Repairs and upgrades to piers, docks and wharves and the Port’s seawall
« Installation of piles,-both to support piers and to support buildings where soil is
subject to liquefaction
e Parks and shoreline lmprovements where the Port has been unable to secure
General Obligation bond funding to fund new parks ‘
 Utility infrastructure, including utility requirements to comply with standards
imposed by the Regional Water Quality Control Board and/or the Bay Area Air
Quality Management District -
s Streets and sidewalks
» Seismic upgrades and improvements to the City’s seawall and other measures to
address sea level rise »
» Environmental remediation
‘s Historic rehabilitation .
e Improvements to Port maritime facilities

&

Legislative Process

On October 6, 2015 Mayor Edwin M. Lee and Supetrvisor Malia Cohen sponsored two
proposed resolutions to initiate the process to form the Pier 70 - Historic Core lFD which
are now approved. These resolutions mcluded

. A resolution Further Amending ‘Resolution of Intention to Establish Infrastructure
Financing District No. 2 for the City and County of San Francisco at the Port of
San Francisco, (Flle No. 151006).

T Possessory interest taxes are property tax levied against leasehold interests. Port tenants are
responsible for paying possessory interest taxes to the City.
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" 2. Resolution of Intention te Issue Bonds in an Amount Not to Exceed $25,100,000
for City and County of San Francisco Infrastructure Financing District No. 2 (Port
of San Francisco) (File No. 151007).

These resolutions provide the public with notice of the City’s intent to form a Port IFD at.
Pier 70 and to issue bonds repaid by Tax Increment and direct City staff to prepare the
Pier 70 - Historic Core IFP, which includes a detailed expenditure plan for available Tax
Increment. The Board of Supervisors unanimously approved both resolutions.

Port staff with the City Attomey, the Controller and the Tax CoIlector has finalized
following legislation, which will approve the formation of the Pier 70 - Historic Core IFP:

« Ordinance Forming the Infrastructure Fmancmg District and Adoptlng the
Infrastructure Financing Plan

 Resolution Authorizing the Issuance of Bonds

» Resolution Approving the Memorandum of Understanding between the Port,
. Controller and Tax Collector

The first two are before the Capital Planning Committee for review and approval. The
MOU is not subject to Capital Planning Commitiee review because this is an agreement
" between the Port Commission, the Controller and the Tax Collector.

Pier 70 Hlstorlc Core IFP -

The IFP for the Pier 70 - Historic Core that describes the sources and uses of funding
for the project. The funding plan for the Pier 70 - Historic Core IFP is shown in Table 1
below. The proposed IFP aticipates that Orton will initially fund public right-of-way
improvements and the Port will fund replacement of electrical infrastructure (including
removal of PCB transformers) in Building 102, and that Port will be, and Orton may be,
repaid by the proposed Pier 70 - Historic Core IFD. The remaining Tax Incrément will
fund a portion of Crane Cove Park Phase 2.

Table 1: Pier 70 - Historic Core IFP Funding Plan

. . Est. Cost, 2015 ‘Target Completion
Anticipated Uses Dollars ! Schedule
v : : z _
Crane Cove Park - Phase 2 .- $13,899,000 Baeed on funding
: availability
Bldg. 102 eIectneal relocahon/ 3,090,000 e FY 2016/17-
improvements . i :
Street, sidewalk, traffic signal | FY 2016/17 —FY
'{ improvements - 1,271,000 2017/18.
Total $18,260,000 ;
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The Pier 70 - Historic Core sub-project area ‘will generate approximately $720,000
annually in Tax Increment to the IFD at stabilization in FY 2019-20, which will increase
overtime. The project is scheduled to be fully built-out and attain financial stabilization in
2021. At this point, the Port anticipates issuing bonds supported by the Tax Increment.
Current estimates indicate the increment supports net bond proceeds of approximately
$6.6 million (in 2015 dollars). :

The form of bonds lssued to support the IFP will be a later decision for the Board of
Supervisors, based on recommendations from the Controller’s Office of Public Finance
and the Port Commission. .The Port IFD Law permits issuance of IFD bonds, but these
bonds have not yet been issued in the State of California. Lease No. L-15814 between
the Port of San Francisco and Orton anticipates the possible use of Community
Facilities District (“CFD”) bonds under the Mello-Roos Act, which may be part of a
broader Pier 70 strategy.

i

Table 2: Pier 70 - Historic Core IFP Sources and Uses
Sources / Uses ) 2015 Dollars
Port, developer advance, net of bonds - $1,762,363 ‘
Bond pro_ceeds ‘ 6,558,879 |
Allocated Tax Increment, portion I 15,090,670
Total Sources . , $23,411,912
| Projects funded by debt* -+ T $8321,042
i Projects funded by pay-go* . 9,938,434
; Interest expense . 5,152,236 |’
! Total Uses - A $23,411;912 i

*Projépts funded by.debt and pay-go equal $18.26 million consistent with Table 1

Resolution Authorizing Issuance of Bonds -

The Resolution approving the issuance of bonds would authorize bonds in an amount
not to exceed $25.1 million and approve the form of Indenture and Pledge Agreement in
substantial form. The Resolution further directs the judicial validation action with
respect to the IFD. While bonds will not be issued until FY 2021-22, bond counsel
recommends approval of the resolution authorizing issuance of the bonds now for the
validation process. The maximum principal bond amount of $25.1 million reflects the
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total bonding capacﬁy of the IFD assuming robust growth assumptions (30% higher
than the projections in the IFP), more than one bond issuance, and interest rates which
are lower than current rates. :

Recommendation and Next Steps

Port staff recommends approval of IFP for Pier 70 Historic Core and the Resolution
authorizing the issuance of bonds in an amount not to exceed $25.1 million. Following
‘this approval, the Board of Supervisors will consider the following legislation:

+ Ordinance Fomming the Infrastructure Financing District and Adopting the
Infrastructure Financing Plan

« Resolution Authorizing the Issuance of Bonds

« Resolution Approving the Memorandum of Understanding (MOU) between the
Port, Controller and Tax Collector '

If the Board of Supérvisofs approves the legislation described above, Port staff will
return to the Capital Planning Committee at a later date regarding the formation of any
CFD over the Pier 70 Historic Core and for any proposed issuance of bonds pursuant to
the IFP. ‘

Attachments: : :
Attachment 1: Ordinance establishing an Infrastructure Financing st’mc’t and adop’ung
an Infrastructure Financing Plan for Infrastructure Fmancmg District No. 2 (Pier 70 —
~Historic Core)

Attachment 2: Infrastructure Financing Plan for IFD No. 2 - .
Attachment 3: Appendix G-1 (details on the IFP for the Pier 70 — Historic Core)
Attachment 4: Fiscal and Economic Impact Analysis
Attachment 5: Resolution authorlzlng the issuance of bonds in an amount not to exceed
$25.1 million
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CITY AND COUNTY OF SAN FRANCISCO
Infrastructure Financing District No. 2
(Port of San Francisco)

INFRASTRUCTURE FINANCING PLAN

Originally adopted:

Date: , 2016
Ordinance No.:
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CITY AND COUNTY OF SAN FRANCISCO
" Infrastructure Financing District No. 2
(Port of San Francisco)

INTRODUCTION

- IFD. On March 27, 2012, the Board of Supervisors (the “Board of Supervisors”) of the’
City and County of San Francisco (the “City”), pursuant to the provisions of Government Code
Section 53395 et seq. (the “IFD Law”), and for the public purposes set forth therein, adopted its
Resolution No. 110-12 (the “Original Resolution of Intention™), pursuant to which it declared
its intention to conduct proceedings to establish the “City and County of San Francisco
Infrastructure Financing District No. 2 (Port of San Francisco)” (the “IFD”), including project
areas within the IFD (each, a “Project Area”).

Subsequently, (i) on June 12, 2012, the Board of Supervisors adopted its Resolution No.
227-12 (the “First Amending Resolution”), pursuant to which it ratified and amended the
Original Resolution of Intention and (jiij) on November 17, 2015, the Board of Supervisors
adopted its Resolution No. 421-15 (the “Second Amending Resolution”), pursuant to which it
ratified and amended the Original Resolution of Intention as previously amended by the First
Amending Resolution. Together, the Original Resolution of Intention, the First Amending
Resolution and the Second Amending Resolution are referred to in this Infrastructure Financing
Plan as the “Resolution of Intention.”

In the Resolution of Intention, the Board of Supervisors declared its intention that the IFD
will constitute a waterfront district (as defined in Section 53395.8 of the I[FD Law), and that one
or more of the Project Areas will constitute Pier 70 districts (as defined in Section 53395.8 of the
IFD Law) or special waterfront districts (as defined in Section 53395.81 of the IFD Law).

 Project Areas. Pursuant to Section 53395.8(g) of the IFD Law, an infrastructure
financing district may be divided into project areas, each of which may be subject to distinct time
limitations. : .

In the Resolution of Intention, the Board of Supervisors declared its intention to establish
the following initial Project Areas:

a. Project Area A (Seawall Lot 330). The Board of Supervisors declared its intent to
establish Project Area A as a special waterfront district.

b. Project Area B (Piers 30-32). The Board of Supervisors declared its intent to
establish Project Area B as a special waterfront district.

c. Project Area C (Pier 28). The Board of Superviéors declared its intent to establish
Project Area C as a special waterfront district.

d. Project Area D (Pier 26). The Board of Supervisors declared its intent to establish
Project Area D as a special waterfront district. :
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e. Project Area E (Seawall Lot 351). The Board of Superwsors declared its intent to
establish Project Area E as a waterfront district.

f. Project Area F (Pier 48). The Board of Supervisors declared its intent to establish
Project Area F as a waterfront district.

g. Project Area G _(Pier 70). The Board of Supervisors declared its intent to
establish Project Area G as a Pier 70 district.

h. Sub-Project Area G-1 (Pier 70 - Historic Core). The Board of Supervisors
declared its intent to establish Sub-Project Area G-1 as a Pier 70 district.

i. Project Area H (Rincon Point-South Point Project Area). The Board of
Supervisors declared its intent to establish Project Area H as a waterfront district.

In the Resolution of Intention, the Board of Supervisors also declared its intention to
establish additional Project Areas within the boundaries of the IFD from time to time in
compliance with the IFD Law. The Board of Supervisors will only allocate tax increment to the
IFD with respect to territory that is in a Project Area after the Board of Supervisors has approved
an appendix to this Infrastructure Financing Plan for the Project Area and with respect to which
the Port and the City have entered into a memorandum of understanding relating to the Project
Area.

Infrastructure Financing Plan Requirements. Pursuant to the Resolution of Intention,
the Board of Supervisors ordered the Executive Director of the Port of San Francisco to prepare
a proposed infrastructure financing plan that is consistent with the General Plan of the City. The
Board of Supervisors also directed preparation of a Pier 70 enhanced ﬁnancmg plan (as such
term is used in Section 53395.8 of the IFD Law) for Sub-Project Area G-1.

Pursuant to Sections 53395.8 .and 53395.81 of the IFD Law, the infrastructure financing
plan must include all of the following:

(a) A map and legal description of the proposed IFD, which ‘may include all or a
portion of the IFD designated by the Board of Supervisors in the Resolution of Intention..

(b) A description of the public improvements and facilities required to serve the
development proposed in the IFD including those to be provided by the private sector, those to
be provided by governmental entities without assistahce under the IFD Law, those public
facilities to be financed with assistance from the proposed IFD (the “Facilities”), and those to be -
provided jointly. The description shall include the proposed location, timing, and projected costs
of the public improvements and facilities. The description may consist of a reference to the
capital plan for the territory in the IFD that is approved by the Board of Supervisors, as amended
from time to time.

(© A financing section, which must contain all'of the following information:

) A specification of the maximum portion of the incremental tax revenue of

. the City and of any affected taxing entity proposed to be committed to the IFD, and an
affirmation that the infrastructure financing plan will not allocate any portion of the
incremental tax revenue of the local educational agencies to the IFD. In the Resolution
of Intention, the Board of Supervisors declared that the IFD-will not use incremental
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property tax revenue from any affected taxing entities to finance the Facnlltles except o
the extent permitted by Section 53395. 8(h) of the IFD Law.

2) Limitations on the use of levied taxes allocated to and collected by the
IFD that are consistent with the IFD Law.

The IFD Law establishes certain set-aside requirements.

(a) For waterfront districts, Section 53395.8 requires that not less
than 20% of the amount allocated to the IFD shall be set aside to be expended
solely on shoreline restoration, removal of bay fill, or waterfront public access to
or environmental remediation of the City’s waterfront.

(b) For special waterfront districts that include one or more of Seawall

Lot 330, Pier 19, Pier 23 and Pier 29, Section 53395.81 establishes a different

set-aside in lieu of the set-aside requirement described in the previous sentence:

it requires 20% in the aggregate of the special waterfront district Education

- Revenue Augmentation Fund (*ERAF”) share allocated to a Port America’s Cup

district under Section 53395.81 fo be set aside to finance costs of planning,

design, acquisition and construction of improvements to waterfront lands owned

by federal, state or local frustee agencies, such as the National Park Service or

the California State Parks. Any improvements listed in the previous sentence do
not need to be located in the IFD.

(3) A projection of the amount of incremental tax revenues expected to be
received by the IFD, assuming that the IFD receives incremental tax revenues for a
period ending no later than 45 years after the City projects that the IFD will have
received $100,000 in incremental tax revenues under the IFD Law.

4) Projected sources of financing for the Facilities, including debt o be
repaid with incremental tax revenues, projected revenues from future leases, sales, or
other transfers of any interest in land within the IFD, and any other legally available
sources of funds. The projection may refer to the capital plan for the territory in the IFD
that is approved by the Board of Supervisors, as amended from time to time.

(5) A limitation on the aggregate number of dollars of levied taxes that may
be divided and allocated to the IFD, subject to amendment of the infrastructure financing
plan. The Project Areas may share this limit and the limit may be divided among any
. Project Areas or a separate limit may be established for a Project Area.

(6) The following time limits: (A) a date on which the effectiveness. of the
infrastructure financing plan and all tax allocations to the IFD will end and (B) a time limit
on the IFD’s authority to repay indebtedness with incremental tax revenues received
under the IFD Law, not to exceed 45 years from the date the IFD actually received
$100,000 in incremental tax revenues under the [FD Law.

- (1) An analysis of (A) the costs to the City for providing facilities and services
to the IFD while the IFD is being developed and after the IFD is developed and (B) the
taxes, fees, charges, and other revenues expected to be received by the City as a result
of expected development in the IFD.
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(8) An analysis of the projected fiscal impact of the IFD and the associated
development upon any affected taxing entity. If no affected taxing entities exist within the
IFD because the plan does not provide. for collection by the IFD of any portion of
property tax revenues allocated to any taxing entity other than the City, the IFD has no
obligation to any other taxing entity.

9 A statement that the IFD - will maintain accounting procedures in
accordance, and otherwise comply, with Section 6306 of the Public Resources Code for
. the term of the infrastructure financing plan.

(d) Section 53395.8(g)(3)(D) 'establishes additional requiremenfs for a “Pier 70
enhanced financing plan.” A Pier 70 enhanced financing plan must contain all of the following:

&) A time limit on the issuance of new ERAF-secured debt to finance the
Pier 70 district, which may not exceed 20 fiscal years from the fiscal year in which any
Pier 70 district subject to a Pier 70 enhanced financing plan first issues debt. The ERAF-
secured debt may be repaid over the period of time ending on the time [imit established -
" "under paragraph (6) above. This time limit on the issuance of new ERAF-secured debt
will not prevent a Pier 70 district from subsequently refinancing, refunding, or

* restructuring ERAF-secured debt as described in the IFD Law.

(2) A statement that the Pier 70 district shall be subject to a limitation on the
number of dollars of the ERAF share that may be divided and allocated to the Pier 70
district pursuant to the Pier 70 enhanced financing plan, including any amendments to
the plan, which shall be established in consultation with the county tax collector. The
ERAF share will not be divided and shall not be allocated to the Pier 70 district beyond
that limitation.

(e) Section 53395.81 requires the infrastructure financing plan for a s$pecial
waterfront district to contain a provision substantially similar to a Pier 70 enhanced financing
plan under Section 53395.8(g)(3)(D), with only those changes deemed necessary by the Board
of Supervisors, as the legislative body of the special waterfront district, to implement the
financing of the improvements described in Section 53395.81(c)(1). Accordlnglyl a special
waterfront district enhanced financing plan must contain all of the following:

(1) A time limit on the issuance of new special waterfront district ERAF-
secured debt, which may not exceed 20 fiscal years from the fiscal year in which the
special waterfront district subject to a special waterfront district enhanced financing plan
first issues debt. The special waterfront district ERAF-secured debt may be repaid over
the period of time ending on the time limit established under paragraph (6) above. The
20-year time limit does not prevent a special waterfront district from subsequently
refinancing, refunding, or restructuring special waterfront district ERAF-secured debt as
described in the IFD Law.

(2) A statement that the special waterfront district is subject to a limitation on
the number of dollars of the special waterfront ERAF share (as defined in Section
53395.81 of the IFD Law) that may be divided and allocated to the special waterfront
district pursuant to the special waterfront district enhanced financing plan, including any
amendments to the plan, which must be established in consultation with the county tax
collector. Section 53395.81 declares that the maximum amount of the county ERAF
portion of incremental tax revenues that may be committed to a special waterfront district
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under Section 53395.81 may not exceed $1,000,000 in any fiscal year, and declares that
the special waterfront district ERAF share may not be divided and may not be allocated
to the special waterfront district beyond that limitation.

In addition, Section 53395.81 of the IFD Law requires a special waterfront district
enhanced financing plan for a Port America’s Cup district to provide that the proceeds of special
waterfront district ERAF-secured debt (as defined in Section 53395.81 of the IFD Law) are
restricted for use to finance directly, reimburse the Port for its costs related to, or refinance other
debt incurred in, the construction of the Port’s maritime facilities at Pier 27, including public
access and public open-space improvements, and for any other purposes for which the ERAF
share can be used, subject to the set-aside requirements under the IFD Law (described above).

This Infrastructure Financing Plan for the IFD, including all exhibits and appendices (the
“Infrastructure Financing Plan”), is intended to comply with the requirements of the IFD Law.

Infrastructure Financing Plan for Project Areas. This Infrastructure Financing Plan
will include certain provisions that apply to -only one or a limited subset of the Project Areas,
some of which may conflict with or be supplemental to the more general provisions of this
Infrastructure Financing Plan. Therefore, this Infrastructure Financing Plan shall include Project
Area-specific appendices. This approach will allow the City to establish infrastructure financing
plans and unique time limits on a Project Area-specific basis. In the event of any inconsistency
between the general provisions of this Infrastructure Financing Plan and an appendix, the
provisions of the appendix shall govern with respect to the affected Project Area.

The Board of Supervisors may, at various times, amend or supplement this
Infrastructure Financing Plan by ordinance to establish new Project Areas, to address the
unigue details of an existing Project Area and for other purposes permitted by the IFD Law.

1. Boundaries of Proposed IFD

The boundaries of the proposed IFD, including the boundaries of the initial proposed
Project Areas, are described in the map attached to this Infrastructure Financing Plan as Exhibit
A. The legal description of the proposed IFD is also attached to this Infrastructure Financing
Plan as Exhibit A.

Exhibit A also includes a map and a legal description of Sub-Project Area G-1 (Pier 70 -
Historic Core). Similar maps and legal descriptions of other Project Areas will be added to
Exhibit A at the same time as appendices for those Project Areas are added to this
Infrastructure Financing Plan with the approval of the Board of Supervisors.

Exhibit A may be amended from time to time to reflect the Board’s establishment of new
Project Areas. In addition, the Board authorizes the Executive Director of the Port, without any
further review or approval by the Board, to amend Exhibit A from time to time to correct the map
and any legal descriptions to the extent necessary to accurately describe the boundaries of the
IFD, a Project Area or a Sub-Project Area.

11. Description of Public Improvements and Facilities
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Exhibit A to the Resolution of Intention lists the type of public facilities proposed to be
financed by the IFD. The public improvements and facilities required to serve the development
proposed in the area of the IFD are described in Exhibit B, which initially consists of the Port of
San Francisco 10-Year Capital Plan (FY 2015-2024). All of the public improvements and
facilities listed in the 10-Year Capital Plan are public capital facilities of communitywide
sighificance and provide significant benefits to an area larger than the area of the IFD.

The improvements and facilities described in the 10-Year Capital Plan (FY 2015-2024)
are likely to change as development plans for the area of the IFD change, and, consequently,
the Board of Supervisors may amend the Infrastructure Financing Plan -to incorporate the
changes in the Port’s capital planning.

Because the Board of Supervisors will not allocate tax increment to the IFD with respect
to any territory that is not in a Project Area, the following information will be included in the
appendix for any Project Area but is not included in this Infrastructure Financing Plan for the
area of the IFD that is not in a Project Area:

A. Public improvements and facilities to be provided by the private sector.

B. Public improvements and facilities to be provided by governmental entities Wlthout
assistance under the IFD Law

C. Facilities to be financed with assistance from the proposed IFD.

D. Public improvements and facilities to be provided jointly by the private sector and
govemmental entltles

H. Financing Section

‘The following is the financing section for the proposed IFD.

A. Special Fund. Pursuant to Section 53396 of the IFD Law, the IFD will establish a -
special fund into which tax increment revenues allocated to the IFD will be deposited. In order
to separately account for the tax increment revenues allocated to the IFD from each Project
Area, the IFD will establish a sub-account within the special fund for each Project Area and,
within each sub-account, an account to hold funds that are required to be set-aside for use for
specific purposes, as set forth in Sectlon 53395. 8(g)(3)(C)(u) and Section 53395.81(c)(3).

B. Base Year;.Commencement of Tax lncrement Allocation. The Base Year for
each Project Area and the date on which tax increment from the Project Area will begin to be
allocated to the IFD will be specified in the appendix for such Project Area. Because the Board
of Supervisors will only allocate tax increment revenues to the IFD with respect to territory that
is in a Project Area and after the Board of Supervisors has approved an appendix to this
Infrastructure Financing Plan for the Project Area, this Infrastructure Financing Plan does not
establish a base year for any territory that is not in a Project Area.

C. - Maximum Portion of Incremental Tax Revenue.

The financing secti'on must specify the maximum portion of the incremental tax revenue
of the City and of each affected taxing entity proposed to be committed to the IFD.  The
maximum portion of incremental tax revenue of the City specified below is the maximum amount
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that may be allocated to the IFD; the actual amount of incremental tax revenue to be allocated
to the IFD with respect to a specific Project Area will be specified in the. appendlx for the Project
Area.

Maximum portion of incremental tax revenue of the City for each year: 100%

Maximum portion of incremental tax revenue of other taxing entities for each year (not
including any ERAF share (as defi ned in the IFD Law) that is allocated by the IFD Law fo a
Project Area): 0%

This Infrastructure Financing Plan does not allocate any portion of the incremental tax -
revenue of the local educational agencies to the IFD.

" Nothing in this Section I11.C will prevent the IFD from exercising its rights under Section
53395.8(h) of the IFD Law or with respect to the ERAF share as permitted by the IFD Law.

Under the IFD Law, the Board of Supervisors may (i) allocate to the IFD all or a portion
of the incremental tax revenue generated in a Project Area for the period specified in the
applicable appendix, (ii) irrevocably allocate incremental tax revenue generated in a Project
Area to pay bonds or other debt pursuant to contracts approved by the Board of Supervisors,
(iii) reserve the right to make discretionary annual appropriations to the IFD of the incremental
tax revenue generated in a Project Area and (iv) reserve the right to amend the appendix for a
Project Area to terminate its allocation to the IFD of any incremental tax revenue not xrrevocably
allocated to pay bonds or other debt pursuant to contracts approved by the Board of
Supervisors. :

D. Limitations on the Use of Incremental Tax Revenue.

Incremental tax revenue allocated to the IFD will be used within the IFD for the purposes
authorized under the IFD Law and this Infrastructure Financing Plan.

There are two set-aside requirementsi established by the IFD Law:’

) Pursuant to Section 53395.8(g)(3)(C)(ii), 20% of the tax increment
generated in a Project Area that is a waterfront district that is allocated to the IFD must
be set aside to be expended solely on shoreline restoration, removal of bay fill, or -
waterfront public access to or environmental remediation of the San Francisco
waterfront. Except as described in clause (ii) below), this set-aside requirement applies

" to waterfront districts and Pier 70 districts. In order to comply with this set-aside
requirement, an appendix for a Project Area may provide for setting aside less than 20%"
of the allocated tax increment on an annual basis as long as the appendix demonstrates
that, in the aggregate, the Project Area will satisfy the set-aside requirement dunng the
term of the IFD.

(i) Pursuant to Section 53395.81(c)(3), 20% in the aggregate of the special
waterfront district ERAF share generated in a special waterfront district that includes one
or more of Seawall Lot 330, Pier 19, Pier 23 and Pier 29 that is allocated to the IFD must

~ be set aside to finance costs of planning, design, acquisition and construction of
improvements to waterfront lands owned by federal, state or local trustee agencies, such
as the National Park Service or the California State Parks. Any improvements listed in
the previous sentence do not need to be located in the IFD.
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To the extent permitted by law, and as set forth in the appendices for the affected
Project Areas, the IFD may satisfy the set-aside requirements on a cross-Project Area basis.

E. Projection of Incremental Tax Revenue.

General. The financing section must include a projection of the amount of incremental
fax revenues expected to be received by the IFD, assuming that the IFD receives incremental
tax revenues for a period ending no later than 45 years after the City projects that the IFD will
have received $100,000 in incremental tax revenues under the IFD Law.

Portion of the IFD that is not initially in a Project Area. Because the Board of
Supervisors will not allocate tax increment to the IFD with respect to any territory that is not in a
Project Area, this Infrastructure Financing Plan does not contain a projection for that portion of
the IFD that is not in an initial Project Area. ‘

Project Areas. For the initial Project Areas and all subsequent Project Areas, the
appendix for a Project Area includes the projection for such Project Area.

F. Projected Sources of Financing for the Public Facilities.

The financing section must include the projected sources of financing for the Facilities,
including debt to be repaid with incremental tax revenues, projected revenues from future
leases, sales, or other transfers of any interest in land within the IFD, and any other legally
available sources of funds. '

Because of the speculative nature of any future development and sources of financing in
- that portion of the IFD that is not in a Project Area, this Infrastructure Financing Plan only
includes information about the projected sources of financing for the Facilities with respect to
the Project Areas in each Project Area’s respective appendix.

G - Incremental Property Tax Revenue Limit.

General. The financing section must include a limit on the total number of dollars of
levied taxes that may be allocated to the IFD pursuant to the Infrastructure Financing Plan,
subject to amendment of the Infrastructure Financing Plan.

Portion of the IFD that is not initially in a Project Area. Because the Board of
Supervisors will not allocate tax increment to the IFD with respect to any territory that is not in a
Project Area, the limit for the portion of the IFD that is not initially in a Project Area is initially
established at $0.

Project Areas. For the initial Project Areas and all subsequent Project Areas (including
territory that initially is in the IFD but is not initially in a Project Area), the appendix for a Project
Area includes the limit on the total number of dollars of levied taxes that may be allocated to the
IFD with respect to such Project Area.
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H. Time Limits.

General. The financing section must include the following time limits: (A) a date on which
the effectiveness of the infrastructure financing plan and all tax allocations to the IFD will end
and (B) a time limit on the IFD’s authority to repay indebtedness with incremental tax revenues
" received under the IFD Law, not to exceed 45 years from the date the IFD actually received
$100,000 in incremental tax revenues under the IFD Law.

Portion of the IFD that is not initially in a Project Area. Because the Board of
Supervisors will not allocate tax increment fo the IFD with respect to any territory that is not
initially in a Project Area, this Infrastructure Financing Plan does not establish time limits
applicable to such territory. ‘

Project Areas. For the initial Project Areas and all subsequent Project Areas (including
territory that initially is in the IFD but is not initially in a Project Area), the appendix for a PmJect
Area includes the time limits for such Project Area.

I Cost and Revenue Analysis.

General. The financing section must include an analysis of (A) the costs to the City for
providing facilities and services to the IFD while the IFD is being developed and after the IFD is
developed and (B) the taxes, fees, charges, and other revenues expected to be received by the
City as a result of expected development in the IFD.

Portion of the IFD that is not initially in a Project Area. Because the Board of
Supervisors will not allocate tax increment to the IFD with respect to any territory that is not
initially in a Project Area, this Infrastructure Financing Plan does not include a cost and revenue
analysis for such terrltory

Project Areas. For the initial Project Areas and all subsequent Project Areas (including
territory that initially is in the IFD but is not initially in a Project Area), the appendix for a Project
Area includes a cost and revenue analysis. Each appendix will analyze the costs to San
Francisco’s general fund for providing facilities and services to the Project Area while the
Project Area is being developed and after the Project Area is developed, and of the taxes, fees,
charges and other revenues expected to be received by the City’s general fund as a result of
the expected development of the Project Area.

J. Fiscal Impact on Affected Taxing Entities.

The financing section must include an analysis of the projected fiscal impact of the IFD
and the associated development upon any affected taxing entity, as that term is defined in
Section 53395.8 of the IFD Law.

As explained above, the City is the only taxing entity that will allocate tax increment to
the IFD, and the City is excluded from the definition of affected taxing entity. Accordingly, there
is no affected taxing entity that will be impacted by the IFD.

Nothing in this Section Il.J will prevent the IFD from exercising its rights under Section
53395.8(h) of the IFD Law or with respect to the ERAF share as permitted by the [FD Law.

K. Accqunﬁnq Procedures.
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The IFD will maintain accounting procedures in accordance with and otherwise comply
. with Section 6306 of the Public Resources Code for the duration of this Infrastructure Financing
Plan. ‘

L. Enhanced Financing Plans.

The IFD Law establishes additional requirements for a Pier 70 enhanced financing plan
and for special waterfront district enhanced financing plans.

The appendix for each Project Area that is subject to an enhanced financing plan wﬂl
address the additional requirements. :

V. Amendments
The Board of Supervisors reserves the right to amend this lnfrastructure Financing Plan
to the extent permitted by the IFD Law.
CONCLUSION

This Infrastructure Financihg Plan meets the requirements of the IFD Law and shall be
distributed as required by the Resolution of intention and the IFD Law.

By:

Executive Director
Port of San Francisco
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EXHIBIT A
PROPOSED BOUNDARIES OF INFRASTRUGTURE FINANCING DISTRICT

(Boundary map and legal descriptions to be atihched.)
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FINANCING DISTRICT BOUNDARY:
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. EXHIBIT B

DESCRIPTION OF PUBLIC IMPROVEMENTS AND FACILITIES-
REQUIRED TO SERVE THE DEVELOPMENT PROPOSED IN THE IFD

[See attached Ten-Year Capital Plan FY 2015-2024 Update]
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Port of San Francisco

Ten-Year Capital Plan

" FY 2016-2025 Update
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L EXECUTIVE SUMMARY

The Capital Plan represents the guiding document for the Port’s capital investments, and
provides an assessment of capital needs, the investment required to meet those needs, and a plan
to finance them. The FY2016-25 update of the plan reflects improvement from prior year plans
in the Port’s ability to address its capital needs over the next ten years. While the overall need is
still substantial, some of the strategies the Port has put in place are beginning to yield results.
2014 included a number of major accomplishments:

e Completion and opening of the James R. Herman Cruise Terminal;
e Completion of Cruise Terminal Park and dedication of the Lucy and Fritz Jewett Grove;

e A comprehensive review of the Waterfront Land Use Plan (“Waterfront Plan”) detailing
major Port accomplishments since 1997, including a review of 120 major projects
representing $1.6 billion in public and private investment; and

e After 15 years, the successful disposition of the Port’s Drydock #1.

Since its inception in 2006, the Capital Plan has provided a solid framework for the Port’s
investment to maintain and enhance its assets. In particular, the Port has utilized the plan’s

findings and priorities to guide issuance of its revenue bonds as well as preparations for the 341
America’s Cup.’ A

In the past four years, the Port has seen a dramatic uptick in capital investment, with
approximately $160 million expended for a variety of projects that have advanced the Port’s
maritime commerce mission, brought people to the waterfront, and made substantial progress
toward reducing the Port’s capital backlog. The James R. Herman Cruise Terminal project; park
projects, and the City’s commitment to host the 34® America’s Cup drove much of the Port’s
recent investment,

These experiences yielded important insights that have advised this plan:
e As demonstrated by the James R. Herman Cruise Terminal and the rebuild of Pier 29
after a fire, the City has the expertise and capacity to direct major new investment within
a very short timeframe;

e Port Maintenance staff are the Port’s most cost-efficient and effective means of
rebuilding most pier aprons and bringing pier sheds into code compliance;

e The Port excels at designing and building public parks and managing historic
rehabilitation improvement projects; and

e In order to deliver major waterfront improvements, the Port requires a comprehensive
' strategy to obtain entitlements and regulatory approvals, particularly for in-watet
construction. . ~
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percent) to state-of- good-repair projects and $16.6 million (or 5 percent) to cap1tal enhancement

proj ects
Internally-Generated Funding Repair Enhancement Total
Sonrces {$ millions) {3 millions) ($ millions)
Port Capital Budget $139.5 $16.6 $156.1
Port Revenue Bonds & COPs 412 ' 41.2
Port Tenant Improvements 147.4 1474
Total 3328.1 $16.6 $344.7

Externally generated sources include (1) development projects, (2) general obligation bonds, and

(3) grants.. This plan projects these sources to generate $509.1 million, of which the Port will

apply $160.1 million (or 32 percent) to state- of-good—repau projects and $349 million (or 68
percent) to enthancement projects. :

Externally-Generafed Funding Repair Enhancement Total
Sources ($ millions) (3 millions) {3 millions)
General Obligation Park Bonds $5.6 $55.5 $61.1
Federal & State Grants 04 24.8 252

| Federal Railway Administration 0.0 2.8 2.8
US Army Corps of Enginecrs 27.5 0.0 27.5
Prop 1B, RM2 (DTFT) . 7.6 89.8 974
Development Projects 119.0 176.1 295.1
Total ~ $160.1 $349.0 $509.1

The Port’s Ten-Year Capital Plan continues to evolve since its inception nine years ago. The Port
has used the information that the plan generates to develop and implement its legis]ative and
financing strategies to redevelop the City’s waterfront, fulfill its public trust mission, and guide
the stewardship of its extensive assets.

Since the first plan in 2006, the Port has used this document to guide a total in investment in
excess of nearly $220 million in non—developer funding. Still, a persistent gap remains between
the Port’s available resources and ever growing need. It is a clear challenge, but one the Port has
demonstrated it has the fortitude as an institution to meet. While the plan is a forward looking
document, it is our history of continual improvement that has generated opportunity for growth,
and leveraged even greater opportunity. It provides a solid framework and confidence-building,
holistic view of the Port to interested constituents, as well as to general andiences.

‘This year, the Port Commission and Port staff will commence a public planning effort to update
the Waterfront Plan with the help of the Planning Department, the Bay Couservation and
Development Commission and the California State Lands Commission. This effort will be
informed by the 10-Year Capital Plan in a way that was not possible in 1997 when the
Waterfront Plan was first adopted. At the time, the Port had some understanding of the condition
of its assets — but not the Portwide, strategic view afforded by the 10-Year Capital Plan.

Through this planning effort, the Port Commission and the public will have an opportunity to

- align the 10-Year Capital Plan and the Waterfront Plan, as the Port strives to develop strategics
to remain a strong steward of its agmg historic resources in the face of major challenges
including seismic risk and sea level rise.



. INTRODUCTION

This report presents the Port of San Francisco’s Ten-Year Capital Plan for Fiscal Year 2016 —
2025 (FY2016-25). The Ten-Year Capital Plan (Capital Plan) is updated annually and provides
the public with reporting on the Port’s capital strategy, including a comprehensive inventory of .
the Port’s facilities, current conditions and capital needs, and available and projected capital
resources over the next ten years. It is an important reference document that supports and guides
capital expenditure and investment decisions by the Poit Commission and staff, and also is
included as a chapter of the Ten-Year Capital Plan of the C1ty and County of San Francisco,
which is updated biennially. '

The Port produced the first ten-year outlook of its capital needs in 2006. That achievement was
significant because it provided a complete inventory of the Port’s facilities, which span 7% miles
of waterfront stretching from Fisherman’s Wharf to India Basin in Bayview-Hunters Point, '
mcluding piers, wharves, roadways and upland properties along San Francisco Bay. The Port
undertook a laborious process of characterizing the general condition of each of its facilities in a
newly defined capital portfolio, including generation of estimates for needed capital repair,
proposed enhancements and seismic upgrades. This, together with a reporting of various
existing and projected sources of funding, enabled the public to understand for the first time the
magnitude of the Port’s capital needs, as well as the limited resources available to address them.
As reflected then and in this current update, existing and projected fanding continues to fall
short; the FY2016-25 plan identifies funding to address approximately 30 percent of the needed
investment in “state-of-good-repair” work to maintain facilities over the next ten years.

As a routine matter, each year the Port staff has updated the Capital Plan to incorporate new -
information learned over the previous year and improve the Port’s overall estimation of the
condition of its capital assets. Over time, an increasingly valuable aspect of the capital plaoning

" process has been the review of emerging challenges and opportunities, and the public discourse
around the values that guide capital decision-making at the Port of San Francisco.

The appeal of the San Francisco waterfront to the public is broad and varied, and creates a
thicket of competing demands that sometimes are in conflict. In response to a 1990 voter-
approved initiative (Proposition H), the Port Commission adopted the Waterfront Land Use Plan
in 1997 — the Port Commission’s principle planning document — which provides a framework to
reconcile competing waterfront interests including public trust, maritime, public access, historic
preservation, urban design, environmental, economic, and community values.

Because the Waterfront Land Use Plan is reviewed only every five yeats, the annual update of
the Capital Plan has grown to reflect more frequent changes to the policy landscape. The Capital
Plan, like the Port’s two-year operating and capital budgets, is subject to cost estimate revisions,
changes in City reporting conventions, and new capital needs that are often defined by changes
in uses of Port property. While this year’s Capital Plan reflects the Port’s priorities for capital
spending, each iteration reflects changes in both estimated need and available funding, The
Capital Plan is also a repository for the changing financial tools and policy approach&s Port staff
is pursuing to revitalize the waterfront.
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Port’s Southern Waterfront are also likely to require increases above existing height limits in
SOmME cases.

Following on the passage of Proposition B, Forest City California proposed and qualified
Proposition F for the November 2014 ballot, authorizing an increase of heights at the 28 acre
Pier 70 Waterfront Site from 40” to 90°. While this was lower than the heights of up to 230’ that
were contemplated by the Term Sheet for the site endorsed by the Port Commission and the
Board of Supervisors in 2013, the proposal conformed to massing exercises the Port produced as

" part of the Pier 70 Preferred Master Plan. Proposition F passed by 73-21%, allowing
environmental review and related site planning efforts to continue for the Pier 70 Waterfront
Site,

In the past three years, the Port has seen a dramatic uptick in capital investment in projects that
have advanced the Port’s maritime commerce mission, engaged people at the waterfront, and
made substantial progress toward reducing the Port’s capital backlog. Much of the Port’s own
investment over the past two years was driven by the City’s commitmeént to host the 34
America’s Cup, which required targeted investments delivered by the Port and its contractors at
Piers 30-32 and Piers 19, 19%, 23, 29 and 297 to-make these facilities safe for event participants
and spectators, These included major reconstruction of the Pier 19 south apron, which now
serves as dedicated open space, new power distribution in the Pier 23 shed, substantial
substructure repair to Pier 29, ceiling truss repairs in the Pier 29 shed, and rehabilitation of

* structural elements at the marginal wharf undemeath the Embarcadero at Piers 30-32.

These experiences have yielded important insights for future Port capital planning:

' As demonstrated by the James R. Herman Cruise Terminal and the rebuild of Pier 29
after a fire, the City has the expertise and capacity to direct major new investment within
a very short timeframe;

e Port Maintenance staff are most ofien the Port™s most cost-efficient and effective means
of rebuilding most Port aprons and bringing Pier sheds into code compliance;

e The Port excels at designing and building public parks and managing historic -
. rehabilitation improvement projects; and

e In order to deliver major waterfront improvements, the Port requires a comprehensive
strategy to obtain entitlements and regulatory approvals, particularly for in-water
construction. A .

Pursuant to direction from the Port Commission, this year’s plan continues progress made in
recent years to expand and stabilize capital funding from the Port’s operating budget. Port staff
also has continued to refine the capital project scoring process, with an inter-divisional focus on
project readiness and financial outcomes. : ’



Capital Project Investment Priorities

The projects and investments prioritized in this plan are guided by criteria the Port Commission
believes respond to basic public safety and environmental needs, optimize resources that address
the Port Commission’s fiduciary responsibilities, and strike a balance among dlverse public
interests. Port staff used the following criteria to set investment priorities:

s Basic repairs and improvements to existing facilities that support continued leasing and
revenue generation; ‘

e Infrastructure improvements, including seawall, substructure, and wutility repairs that
respond to the shared objectives of protecting public safety, improving environmental -
_ quality, and responsible stewardship of historic resources along the waterfront;

» Jmprovements to retain and support San Francisco’s diverse maritime and industrial
tenants;

o Investments in waterfront parks and public open space that meet public trust needs and
acknowledge the increasing role of Port lands in addressing City economic and quahty—
of-life objectwes, and

s Strategic waterfront development that leverages private investruent to support City
policies and transform the waterfront, while reducing the Porf's capital liability and
enhancing land value.

Waterfront Land Use Plan Update

As described above, in the wake of several ballot measures adopted by voters to limit Port
development and to require voter approval of waterfront height increases, Port staff has initiated
efforts to review and update the Waterfront Land Use Plan (“Waterfront Plan’) — the Port’s

, guiding policy document — in keeping with the requirements of Proposition H (1990).

Port staff published the Draft Review of the Waterfront Land Use Plan, a report that documents
120 major Port development and capital project accomplishments since 1997, analyzes
development projects that were initiated but were not completed to glean lessons leamed, and
makes preliminary recommendations to the public and the Port Commission about issues that
should be considered in updates to the Waterfront Plan. The Port accepted public comment on

- the Draft Review through November 30, 2014, as the first phase in a broader public outreach
effort to update the Waterfront Plan.

Port staff intends to develop detéﬂed recommendations for Port Commission consideration for a

public planning effort involving San Francisco Planning Department, BCDC and the California
State Lands Commission to update the Waterfront Plan.
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Through its 10-Year Capital Plan, the Port has established a process of prioritizing available
public funding to finance improvements to Port assets based on criteria established by the Port

" Commission including return on investment, relationship of the project to the Port’s maritime
mission, public safety, regulatory requirements, protection of cultural and natural resources, etc.
As part of the effort to update the Waterfront Plan, Port staff have begun assembling information
" and analysis about waterfront-wide issues including the age and construction type of the Port’s
historic piers, sea level rise, seismic risk, historic character of Port facilities, open space, the
public realm and waterfront transportation to enable the Mayor, the Board of Supervisors, the
Port Commission and the puhlic to form a consensus about how to guide public and private
investment on Port property going forward. Preliminary staff analysis developed to support th1s
effort suggests some: major themes

o There is not that much Port land available for mixed-use development. Much of the -
Port’s 670 acres has been developed for long-term uses or otherwise are dedicated for
open space and maritime uses. Approximately 44% of Port property, or 298 acres, is.
used or reserved for maritime uses. Another 131 acres, or 20%, has been turned into
open space, or is planned for open space. 18% of Port property (120 acres) has been
developed for mixed uses or is leased. Approximately 8% of Port property (51 acres) is
in various stages of planned mixed use development, including two new neighborhoods
at Pier 70 and on Seawall Lot 337 in Mission Bay. Port staff has identified an additional
5% of Port property that is still un-programmed, but is likely development sites;
another 7% of Port property is characterized by “engineering, economic and regulatory
challenges™ which could or could not be vmble development sites pending further
analysis and public dialogue. :

‘While there has been significant public focus on waterfront development, as the
waterfront matures, development will slow over time, and the Port will reqmre more
public finding to address key infrastructure requirements. - :

e Rising sea levels and the City’s future flood protection needs pose a serious challenge
to the Port’s traditional model of redeveloping finger piers. Some piers are subject to
current flood risk in a strong storm (100 Year Flood), and the piers will become more
flood prone over time. With rising sea level, the construction window for repair and
maintenance of substructure decks of finger piers will become shorter and shorter making
it quite expensive to repair and maintain the substracture decks. The concrete degradation
due to corrosive marine environment also is expected to accelerate. Considering all these
facts, Port staff do not consider additional 66 year leases of the piers advisable without an
identified solution to sea level rise; based on current projections of rising sea levels, 35
(or 30) year leases may be the Jongest advisable lease term. Lease provisions that allow
early termination for sea level rise, or two way options to extend leases with solutions to
sea level rise could provide a similar solution. Port staff needs to evaluate solutions to
protect piers from flooding, such as flood walls or raised floor elevations. Other
approaches to protecting the Port’s historic finger piers, such as restoring bulkhead
buildings for public use, and keeping pier sheds in light industrial use, also should be
investigated.
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o Addressing seismic risk to the seawall and the bulkhead buildings that mark the
entrance to the Port’s piers is a clear priority. The Seawall Seismic Risk Analysis will
analyze seismic and liquefaction risk to the Port’s seawall in 2 major temblor on a nearby
fault. If the study identifies that the seawall is subject to significant movement during
such an event, it could undermine the bulkhead structures along the Embarcadero, and
damage utilities and the Embarcadero Roadway, including San Francisco Municipal
Transportation Agency transit infrastructure. The study will also provide hlgh level
conceptual design solutions to mmgate this risk.

s There is strong public support for the Port to continue its plan implementation efforts
at Pier 70 and Seawall Lot 337 in Mission Bay. Due to the Port’s public planning
efforts that preceded selection of development partners at these sites, and the close
collaboration of Port development partners with the community during development
master plamming, it is clear that there is strong support to continue these development
efforts. Both projects incorporate site and design measures to plan for sea level rise.
They also will fulfill important community objectives of delivering new open space,
rehabilitating historic resources, building new green infrastructure and providing market
rate and affordable housing to address the City’s housing crisis. The Seawall Lot 337
project will require voter approval of proposed height increases.

e Additional neighborhood planning is needed in the South Beach area and in the
Northeast Waterfront at the foot of Telegraph Hill. These neighborhoods have recently
experienced development controversy that warrants additional planning to rebuild trust,
and are the primary locations where the Port’s few remaining mixed use development
opportunities exist. These neighborhood planning efforts will examine land use options
for under-utilized piers and surface parking lots and related urban design, transportation
and historic preservation considerations. The Port Commission has also directed Port
staff to develop a Southern Waterfront maritime/eco-industrial master plan based on prior
public planning to direct continuing sta.ﬁ' efforts to develop its maritime terminals and
adjacent backlands.

During the public process to update the Port’s Waterfront Plan, Port staff intends to use the
lessons learned from the 10-Year Capital Plan to enable the public and policymakers to
understand the tnique financing and engineering challenges associated with historic waterfront
infrastructure and buildings. Developing a clear understanding of the limits of when and where
public and private investment can be successful in upgrading existing assets will allow decision-
makers to decide when historic assets are truly beyond their useful life, and when the Port should
begin envisioning new maritime and public trust improvements that are resilient to sea level rise
and can serve coming generations.

Continuing Challenges and Opportunities

In addition to the investments needed to maintain facilities in a state-of-good-repair, there are
other issues that may pose significant challenges in the future. The most immediate concerns,
and implications for this and future capital plans, are described below.
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The Seawall: The seawall and adjoining marginal wharf' that ron along The Embarcadero from
Fisherman’s Wharf southwest to Mission Bay constitute the City’s primary flood control system
along the Bay waterfront. Collectively, these interconnected structures form the essential
foundation of The Embarcadero Promenade. Built in segments from 1876 to 1929, the Seawall
was and still is a major engineering achievement, established through the creation of a reinforced
rock dyke, supported by concrete and wooden piles. The Port has maintained ongoing efforts to
repair the seawall, which is a contributing historic resounrce in the Embarcadero National Register
Historic District. ‘

These stroctures continue to function as originally designed. However, recent and planned Port
construction projects, including the Pier 43% Bay Trail Promenade and Bramnan Street Wharf
projects, have uncovered aged and damaged elements of the Seawall, which supplement the
growing repair demands associated with maintaining the marginal wharf. Increasing concern
among state policymakers, including the California State Lands Commission, the San Francisco
Bay Conservation and Development Commission (BCDC) and the Joint Policy Committee,” in
addition to knowledge gained through flood rigk and sea level rise studies the Port has conducted
or has underway, elevate the urgency of developing a City strategy.

In 2014, the Port Commission authorized an earthquake vulnerability study of the Great Seawall,
which was awarded through a competitive process to a Joint Venture between GHD, Inc., an
international professional services company with an office in San Francisco, and Geotechnical
Consultants, Inc. The purpose of this study is to take a comprehensive look at the earthquake
safety of this portion of the waterfront. Specific objectives of the study include:

e analysis of earthquake behavior of the seawall, bulkhead wharves, and adjacent
infrastrycture including the Embarcadero Roadway;

e assessment of earthquake damage and safety risks, including SFPUC, BART and MUNI
infrastructure
forecast of economic impacts;

development of conceptual level earthquake retrofits for the seawall and bulkhead
wharves; and ,

e prioritization of future improvements and/or further study needs.

Additionally, the study results will assist the Port in planning for and implementing adaptation
measures necessary to address sea level rise and climate change. At the early conceptual stage of

! The marginal wharf, or bulkhead wharf, is a piled structure built parallel to the waterfront slong the top of the
seawall with the purpose of extending a deck over the water to provide berthing for ships along the seawall and as a
connection point for the finger piers, which in many cases were built later, The marginal wharf was built in twenty
one sections and varies in width and construction, the newer sections being constructed of concrefe. The marginal
wharf also supports the bulkhead buildings along The Embarcadero, '

* The Joint Policy Committee is a forum where the three major regional policy entities, which include BCDC, the
Metropolitan Transportation Comnmission and the Association of Bay Area Governments, resolve competing policy
* objectives in order to provide unified policy guidance to Bay Area local governments, The Joint Policy Committee
has been charged by the three agencies with further analysis and public policy guidance to local governments that
are exposed to risks of sea level rise.
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this effort, Port engineers are suggesting a wide potential range of costs to strengthen the
seawall, ranging from $50 million (for relatively minor strengthening in a few locations) to $4
billion (for complete replacement). Costs in this range are beyond the port’s ability to fund with
its own resources, and a combination of sources will likely be required to fund this work,
including local, state and federal sources. A major goal of this study is to produce a conceptual
seismic design for the seawall and bulkhead wharves that can be incorporated in the City’s 10-
Year Capital Plan.,

Tidal Flooding and Sea Level Rise: In 2011, the Port completed a URS study of sea level rise
along the northern waterfront, analyzing potential flooding impacts assuming 16” of sea level
rise by 2050 and 55” by 2100. In 2013-14, the Port participated in an inter-departmental task
force called SF Adapt, formed at Mayor Edwin Lee’s direction, to assess the potential impacts of
climate change on the City. A Sea Level Rise Committee of SF Adapt was tasked with

. developing guidelines for incorporating sea level risk into capital planning for the City. Port
staff participated in this Sea Level Rise Cominittee, which developed Guidance for Incorporating
Sea Level Rise into Capital Planning in San Francisco: Assessing Vulnerability, Risk and
Adaptation. This guide is intended to be a “how to” guide for capital planners, presents the most
up to date science on sea level rise and lays out four steps in the process for incorporating sea
level rise mto capital planning: 1) Science review; 2) Vulnerabﬂﬁy assesmnem; 3) Risk

- assessment; and 4) Adaptation planning.

The Port and BCDC also mitiated the Mission Creek Adaptation Project as part of an
international collaboration between the Netherlands-based Stichting Delta Alliance, several City
departments including the San Francisco Public Utilities Commission, the Planning Department,
the Department of Public Works and San Francisco Environment, BCDC and SPUR to develop
sea level rise adaptation alternatives for the Mission Creek waterfront area of San Francisco.
Mission Creek is one of the City’s lowest-lying areas and is vulnerable to flooding from sea level
rise. This Project secks to build the capacity of San Francisco to address the risks of flooding
from sea level rise and storms by developing adaptation alternatives for the Mission Creek area
and continuing the exchange of knowledge and information between the Netherlands and.
California. The primary objective of the project is to develop sea level rise and storm water
adaptation alternatives for the Mission Creek area portion of the City’s waterfront based on the
findings of a high-level vulnerability assessment. This study will also provide the Port with
concepts that could address future flood risk along Islais Creek and other parts of the waterfront.
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BCDC-Port Cooperative Planming. As part of the planning and permitting process to entitle
the Pier 27 Cruise Terminal project in 2012, the Port and BCDC have been managing a
cooperative joint planning process to identify additional public benefit opportunities along the
San Francisco waterfront. This work relates closely, and will be integrated with Port efforts to
update the Waterfront Land Use Plan. Public benefits include the improvement or creation of
new public open spaces and public realm, and improved connections that create continuous
public access and enjoyment of the waterfront. One of the priority opportunities is to create
landscaped improvements to the Ferry Building Plaza on the bay side of the Ferry Building,
where the Farmer’s Market occurs every Saturday. It has become a major public gathering space
and should be improved to be an attractive addition to the Port’s waterfront open space

system. Planning work is in the early phases and there is no design yet, or cost estimates, Any
significant improvement to create this public plaza is anticipated to require substantial
resources. The Port would evaluate tax increment proceeds from Infrastructure Finance District,
tenant contributions, future General Obligation Bond funding, along with grants and other
ﬁmdmg options as patt of developing an implementation strategy. ‘

At—Risk Facilities. The Engineering Division regularly conducts inspections of all Port facilities
and records and categorizes the condition of more than 350 structures, including piers, wharves,
and buildings. Based on the structural condition of the facilities, the division makes
recommendations for occupancy loads, load restrictions, barricades, and warning signs. The
inspection findings also are used to document maintenance and repair needs.

In 2013, the Engineering Division updated the Port Commission on the status of facilities that are
load-restricted (yellow-tagged) or fully restricted (red-tagged), based on the Facility Assessment
Program.” The Engineering Division has updated this report, which will be heard before the Port
- Commission on February 10, 2015.

Yellow-tagging and red-tagging are engineering risk management strategies designed to protect
the public, Port tenants and Port staff. Red-tagging involves closure of a facility for use and
occupancy until safe occupancy can be restored. The red-tagging and closure of some of these
facilities could have a negative impact on the Port’s operating revenues, which in turn would
impact the ability to fund other capital. mxprovements

The 2015 engineering report ists 35 facilities as yellow-tagged, with at least another 10 years of
adequate performance, and 22 facilities as red-tagged, predicted to fail within approximately five
years. The Engineering Division will continue to monitor these facilities and impose further
restrictions as necessary until repairs are made. Consistent with the Port Commission’s
investment criteria, revenue-generating yellow-tagged facilities will continue to recelve pnonty

in future capital planning and allocation decisions. ‘

While there are no revenues generated by red-tagged assets, nevertheless,they pose a risk of
failing and triggering an emergency repair or demolition, and possible closure of an adjoining
green or yellow-tagged facility. In some cases, red-tagged facilities may impair the Port’s ability

3 “nformational Presentation on the Port’s Load Restricted (Yelow with Green Hatching-Tagged) and Fully
Restricted (Red-Tagged) Facilities,” Febmary 7, 2013.
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to utilize an adjacent green or yellow-tfagged facility to greater potential by restricting access
(especially fire egress). While some of the red-tagged facilities may never be repaired, others
may still be brought back into productive use with sufficient capital investment. The Capital
Plan reflects efforts to address three of the 22 red-tagged facilities:

Facility | Remediation Plan

Pier 31 : Port Engineering is preparing design plans for
: architectural, structural and utility improvements.
Project will be bid in 2015. '

Pier 38 A private development partner has been selected who

. ' will refurbish the bulkhead and portion of adjoining
shed; possible phase two refurbishment may be added
to address remainder of shed and north and south
aprons (including seismic strengthening of shed and
substructure)
Pier 19 North Apron v Port Engineering is 90% complete with creation of -

' structoral repair plans, Repair to begin in the

summer of 2015.

As part of the Facility Assessment Program, the Engineering Division will continue to monitor
red-tagged facilities to preclude the possibility of a significant collapse without warning, Repairs
to additional red- taggcd facilities will be funded in future capital plans as revenue sources are
identified.

Under Pier Utility Infrastructure. To ensure compliance with regulatory standards, the Port
instituted an under pier ufility inspection and response program. The objectives of the program
are to: (1) ensure that all under pier water and sewer utilities are inspected annually (consistent
with the Port’s permit requirements); (2) identify active leaks or highly valnerable conditions
that could lead to pipe failure; and (3) take corrective action to stop leaks and prevent failures
which could result in an illegal discharge into the Bay

The Port’s Maintenance Division created a scorecard to record observations and assess
conditions based on visual inspections. The Division has documented a response protocol that
will be followed to address the findings from inspections. Work orders will be generated to
address detected l€aks or critical conditions that pose an immediate threat to water and sewer
infrastructure. Non-critical conditions will be documented and scheduled for follow-up
inspections on an annual basis. The Maintenance Division initiated inspections of all piers in
2013. Funding in the amount of $250,000 annually for the inspection and response program is
included in the two-year Capital Budget, and anticipated to continue throughout the entire period
of the Ten-Year Capital Plan. Larger repairs (such as completely replacing water and sewer
lines) are beyond the scope of the inspecﬁon and response program. Instead, those needs will be
incorporated into larger plans for pier improvements, such as the development proJects described
elsewhere in this report.

Southern Waterfront Revitalization. The Port continues land use planning and maritime
market outreach to update plans for improving Piers 80 to 96, including the Piers 90-94
Backlands in the Southern Waterfront. Much of this area is underutilized and represents a major
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~ opportunity for increased maritime commerce and complementary industrial uses. This is the
remaining primary area within City and Port jurisdiction that can support the unique operational
and transportation access requirements of maritime commerce public. trust uses.

A recent economic benefits study highlights the value of maintaining and expanding industrial
uses on Port property. The report® estimated that Port industrial and maritime tenants generated
over $785 million in annual economic activity in San Francisco, and employed roughly 2,400
workers (2011 data). The report also noted the policy benefits that accrue to the City from the
Port’s industrial and maritime property, including: retention of targeted production, distribution,
and repair (PDR) jobs; a concentration of potential incubator space for fast-growing “creative
industries™ and innovative business ventures; and positive environmental outcomes from
businesses operating in close proximity to their customers. - Additionally, the report found that
wages in industrial jobs such as those located on Port property were, on average, 24 percent
higher than retail and personal services jobs in San Francisco. Operational benefits to the Port
include diversification of the real estate portfolio (which helps manage nsk) and uses that are
consistent with the Public Trust Doctrine.

In 2011, the Federal Railroad Administration (FRA) awarded the Port a $3 million grant for
signaling and freight rail track upgrades to the Quint Street Lead, a one-mile stretch of track that
connects the Caltrain main line to the Port of San Francisco Rail Yard on Cargo Way. The Port
is focused on enhancing freight rail access to and from San Francisco to reduce freight truck trips
on regional highways and city streets. Freight rail is also an important element of the City’s
emergency response plan fo serve city evacuation and clean-up requirements in the aftermath of
a disaster.

Given the size and location of the Port’s Southern Waterfront assets (including unimproved land
and underutilized piers), Port staff are pursuing a number of key initiatives to improve the area.
These include a joint project with the Department of Public Works to competitively bid an
asphalt and concrete batching plant to supply City paving projects and an iron ore export
terminal at Pier 96. There have been expressions of interest for these and other uses, but
significant improvements to infrastructure and environmental restoration must be undertaken to
make the area viable. The Port’s proposed $19.5 million request to fund capital projects includes
notable expenditures to improve the area, including $8.5 million to fund the Backlands Project
which will grade a 17 acre underutilized area, pave a portion of the land, construct a roadway
and install solar lighting, fire hydrants, composting, restrooms, and a natural based storm water
management infrastructure. Improvements will accommodate the site for leasmg for
construction laydown, vehicle parking and storage types of 1ses.

Any such improvements to Port Southern Waterfront property must undergo environmental -
Teview pursuant to requirements under the California Environmental Quality Act (CEQA) and
Chapter 31 of the San Francisco Administrative Code, under the direction of the San Francisco
Planning Department. Given the types of improvemerits conternplated for these Southern
Waterfront properties, the Port anticipates the requirement for an addendum to the Southern

* “Heonomic Benefits of Port Maritime and Industrial Uses,” prepared by BAE Urban Economics, December 2013.
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IV. CAPITAL NEED ESTIMATES

The FY2016-25 update of the Port’s Ten-Year Capital Plan identifies a total need of just over
$1.62 billion (plus an additional $476 million for conditional seismic work), primarily for
deferred maintenance and subsystem renewal work required on Port facilities. For purposes of
this plan, “need” is defined as projects required to maintain Port property in a state-of-good-
repair for existing use over the next ten years. In this context, need excludes seismic upgrades
(which may or may not be triggered by code requirements) and capital enhancements (such as
building new infrastructure or parks along the waterfront). This distinction among different
project types is a part of the architecture of the Port’s capital modeling software, the Facilities
Renewal and Reinvestment Model (FRRM), Whlch is also used by the City to project all General
Fund departments capital needs.

This $1.62 billion in need is approximately $39 million more than the need identified in the
Port’s prior year (FY2015-24) capital plan (excluding conditional seismic work, which was $464
million in the prior year). Each year the cap1tal plan cost estimates are updated to reflect the
following changes:

1. Completed projects are removed from the backlog (including projects undertaken by the
Port and by tenants, where the tenant has responsibility for facility maintenance);

2. Project costs are updated to reflect more recent estimates, where available (e.g., as a
result of a more extensive engineering analysis, design and/or third-party cost estimates);

3. A new year ten (FY2025) is rolled into the plan, and most of previous plan’s yeaf one
(FY2015) costs are rolled into the backlog, if the project was not funded; and

4. Costs are escalated anoually by the Controller’s office based on various construction
indexes, with a 5 percent escalation applied this year (the escalation factor is built into

Table 1 summarizes adjustments to the Port’s capital need estimates. Completed projects help to
lower the need, while inflation and the addition of a new tenth year add to the projected need
over the next ten years. Updated project cost estimates are based on more detailed engmeenng
designs for development projects at Piers 30-32 and Pier 70.
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programing funding for seismic work only where a change of use or major rehabilitation is
taking place, consistent with building code requirements. The FY2016-25 Capital Plan further

~ distinguishes between the Port’s aggregate capital need and capital need inclusive of contingent
seismic costs by separating out seismic costs from state-of-good-repair. Over the next ten years,
that seismic need totals $476 million.” ‘

The seismic work identified in this plan represents a kind of worst-case scenario in terms of
potential impacts to capital expenditure planning. Port engineers believe that a number of the
pier and wharf structures along the waterfront may be structurally repaired in a manner that does
not trigger seismic work. Additionally, depending on the way in which a given pier was
constructed (as nearly all were constructed approximately 100 years ago), costs associated with
full seismic upgrade can be prohibitive, where the amortization period for the associated
investment would exceed the useable life of the pier (in particular, the cost of mitigating the
effects of sea level 1ise and overtopping of lower elevation piers complicate the economics of
investment recovery on these facilities).

the piles and decking of plers Repair to these pier structure elements will under some ciroumstances trigger seismie
work, so the Port categorizes seismic projects as conditional or caveated need (as opposed to capital enhancement).

7 This number excludes Pier 70, where the costs for seismic work are rolled into “full rehabilitation” estimates,
where seismic-only costs cannot be separated ont (see footnote #5).
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funds. Some pier sheds, such as Piers 26, 28, and 54, do not appear viable for rehabilitation with .
present day financing tools (although rehabilitation of the bulkhead structures appears feasible). -
Piers 26 and 28 are contributing resources to the Embarcadero Historic District listed on the
National Register of Historic Places. If the Piers 26 and 28 sheds cannot be rehabilitated in their
entirety (as prior predevelopment investigation at Pier 26 suggests), Port staff believe that there
may be an approach to saving and rehabilitating the historic Piers 26 and 28 bulkhead buildings,
with their distinctive Spanish-Mediterranean facades underneath the Bay Bridge. The Port will
work with historic rehabilitation experts and the public to determine the future of these facilities.

The bottom of Table 2 lists additional funding sources that the Port is actively pursuing. These

- funding sources are too speculative to include in the current expenditure plan, but reflect the
Port’s ongoing strategy for outside funding sources. As the Port obtains additional federal, state
or local legislative authorization or grant awards, these funding sources will be added to future
capital plans. It is also likely that estimations of need will change as the Port investigates these
funding opportunities. For example, it is only after the Port conducts preliminary engineering
analysis of the seawall that staff will be able to accurately reflect costs to strengthen the seawall
in the capital plan. ‘
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VL PLAN OF FINANCE

The purpose of the plan of finance is to map out how the Port intends to utilize existing and
potential financing mechanisms to maintain its assets in a state-of-good-repair and to enhance its
portfolio through strategic investments. The plan presents a strategy that will fund $853.7
million in state-of-good-repair and enhancements over the ten-year period (FY2016-25). The
first two years of this plan employ the two-year capital budget as a starting point. The two-year
capital budget will be considered for adoption separately by the Port Commission; subsequent
years’ capital spending will go before the Port Commission for approval as part of the biennial
budget process.

This report breaks discussion of funding sources into two categories: (1) internally-generated
funds, and (2) externally-generated funds. The funding sources within each category are
described more fully below, along with a discussion of the proposed uses of those funds. Table 2
summarizes the amounts projected from each of these sources over the next ten years.

A. Intei'nally-Generated Funding Sources

Internally-generated funding sources include those sources that are primarily within the Port’s
control, utilizing existing assets, with a fairly high degree of confidence in their projected value.
These sources include (1) Port capital funds, (2) Port revenue bonds, and (3) tenant obligations.
Together, these sources are projected to generate $344.7 million over the next ten years, of which
the Port will apply $328.1 million (or 95 percent) to state-of-good-repair projects (including
dredging) and $16.6 million (or 5 percent) to capital enhancement projects:

Internally-Generated Funding Repair Enhancement Total’

Sources ($ millions) (3 millionis) (3 millions)

Port Capital Budget $139.5 $16.6 ‘ $156.1

Port Revenue Bonds & COPs 412 412

Port Tenant Improvements 1474 147.4

Total ' - $328.1 $166 $344.7
22
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A.2 Port Revenue Bonds

The Port finances its larger scale capital projects, addressing significant deferred maintenance
and enhancing property, in part, through the issuance of debt. The Port’s revenue bonds, secured
by the net revenues of the Port as defined in the bond indenture, present an opportunity to -

- accelerate the delivery of much-needed capital investments. Bond proceeds are used to fund new
projects that offer a significant return on investment, as well as repair of critical infrastructure
needed to sustain the Port’s operating revenues and protect fiture bonding capacity.

Over the last five years, the Port has gone out to the capital markets on three separate occasions
to raise funds for its capital program. In 2010 the Port issued $36.7 million of revenue bonds, in
2013 the City issued $37.7 miltion of Certificates of Participation (COPs) on behalf of the Port,

* (which the Port is responsible to repay), and in 2014 the Port issued $22.7 million of revenue
bonds.

The majority of the proceeds from these three debt issues have been expended or committed
primarily for the construction of the new James R. Herman Cruise Terminal, rehabilitation of
Piers 31 and 33, repairs and improvements to the Port’s historic p1er structures located in the
Northern Waterfront, and for capital expendltures related to preparing venues for the 34th
America’s Cup regattas. :

Port staff will periodically revisit its remaining debt capacity, based on then current projections
of operating revenues and expenditures. When considering additional bond sales, it will be
important to factor in the impact of increased debt service on the amount of funds available to
pay for repair and replacement projects from operatmg revenues. Port staff will assess the trade-
offs between pay-as-you-go and accelerated funding via bonds. This plan reserves any
temaining bonding capacity for projects with early returns on investments that generate revenues
in excess of the amount required to service debt costs. This approach is necessary for expanding .
sources for the repair and replacement capital budget, as well as for expanding the Port’s
bonding capacity in order to make future investments in maritime commerce projects. As no
projects have been identified as ready for funding, this plan assumes no additional Port bond

. revenues over the next ten years. Port staff may revisit this assumption if the SWL 337 or Pier
770 waterfront site projects begin generating sufficient net revenues to fund improvements to the
Port’s historic finger piers (as anticipated by SB 815) in the next ten years.

A.3 Tenant Obligations

. The Port has a mumber of properties that are under long-term leases (for example, a master tenant
agreement of up to 66 years). Often, a condition of those leases is that the tenant assumes
responsibility for maintenance and capital improvements to the property, including both the
superstructure and substructure. The Port’s asset database (FRRM) identifies the facilities where
responsibility is assigned to Port tenants, and for those facilities, this plan assumes that those
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tenants maintain the facility in a state-of-good-repair, according to the capltal replacement
schedule." Over the next ten years, FRRM projects tenant obligations to be $147.4 million.

B. Externally-Generated Funding Sources

For purposes of this year’s plan, externally-generated funding sources represent those sources
that require some form of partnership with an external party in order to be realized. - Those
partners may include developers, federal or state agencies, or other departments within the City
and County of San Francisco. While partnerships often require considerably more effort to build

“and maintain, and are not entirely within Port’s control, ultimately they have far greater potential
in the long-term than traditional internally-generated sources. The plan of finance relies
significantly on these sources to fund both state-of-good-repair and enhancement projects over
its ten-year period. These sources include (1) development pmJects (2) general obhgatlon
bonds, (3) grants, and (4) transferable development rights.

Together, this plan programs these sources as generating $509.1 million, of which the Port will
apply $160.1 million (or 32 perccnt) to state-of-good-repair projects and $349.0 m11110n (or 68
percent) to enhancement projects. 1 N

Externally-Generated anding ~ Repair . Enhancement .Total
Sources ($ millions) {$ millions) ($ millions)
General Obligation Park Bonds $5.6 $55.5 $61.1
Federal & State Grants . 04 243 25.2

- | Federal Railway Administration 0.0 2.8 2.8
US Amy Corps of Engincers 21.5 0.0 275
Prop 1B, RM2 (DTFT) 7.6 89.8 974
Development Projects 119.0 176.1 295.1
Total ' $160.1 $349.0 $509.1

M The Port characterizes repairs for facilities where tenants have ten years or more left on their lease agreement as
sourced to tenants, recognizing that short-term tepants are nnlikely to make major capital investments with httle time
left fo amortize those improvements.

12 Enhancement projects include an estimated $78.5 miltion in seismic work at Piers 30-32, Pmr 48, Pier 70, and the
Downtown Ferry Terminal expansion. ,
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up to $1 million annually in state tax revenue to fund the James R. Herman Cruise
Terminal and related immprovements, if the C1ty demonstrates that the state will earn
revenue in excess of this amount from the 34™ America’s Cup. This legislation applies to
the following locations: SWL 330, and Piers 19, 23 and 29. The California Infrastructure
Fma:ncmg Bank (I-Bank) must first find that the net present value of tax benefits of the
34™ America’s Cup to the State of California exceeds the net present value of tax
increment it would forego from these sites.

e In 2011, the California Legislature adopted AB 418 (Assemblymember Tom Ammiano)
authorizing the California State Lands Commission to approve a trust swap with Pier 70,
allowing the public trust designation of land within the site to be rationalized to allow for
development. The Port is negotiating with Forest City California, Inc. to develop the 25
acre Waterfront Site at Pier 70. The Port is negotiating separately to develop the Port’s
historic buildings along 20® Street with Orton Development, Inc.

e In 2008, and again in 2012, San Francisco voters approved investments through issuance .

of general obligation bonds totaling $68 million in the development of a network of
- waterfront parks from Fisherman’s Wharf to Heron’s Head Park adjacent to Pier 96.

B.2 Infrastructure Financing Districts

Building on the authority granted by state legislation and working with the San Francisco Board
of Supervxsors, the Port is now in the process of forming a second Port Infrastructure Fmancmg
Distdct.”® Government Code Sections 53395 et seq. (“TFD Law”) allow public agencies to
finance public infrastructure improvements by capturing and bonding against property tax
increment generated in the IFD after it is established. To do so, the public agency must follow a
multi-step process that mcludes approval of a financing and infrastructure plan by the Board of
Supervisors.

IFD Law was crafted to allow IFDs to function much like redevelopmnent project areas. In this
regard, IFDs do not increase tax rates; rather, they rely on increases in the property tax base
within the IFD. Like redevelopment, the fundamental justification for tax increment financing is
the notion that but for public and private investment made possible by tax increment financing,
development and the resulting property tax increases would not occur. In contrast to
rcdevelopment law, the IFD Law does not require the public agency to make a finding of blight
or require a set-aside of a portion of the tax increment for affordable housing (except when the
projects to be financed through the IFD displace housmg)

B IFDs function in a2 manner similar to redevelopment, by allowing local jurisdictions to establish a geographical
district within which all growth in property and possessory interest tax above an established base year (typicalty
referred to as “tax increment™) can be pledged to service debt on bonds issued to fund capital improvements of
communitywide significance. Note that although this mechanism uses property tax increment, it does not rely on a,
Tedevelopment agency structure and is not impacted by the recent elimination of redevelopment agencies in
California.
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By Resolution 110-12, the Board of Supervisors adopted a Resolution of Intention to Establish
an Infrastructure Financing District for the City and County of San Francisco (Infrastructure
Financing District No. 2, the “District™) for multiple sites on Port property, including Seawall
Lot (SWL) 330, Piers 30-32, Pier 26, Pier 28, Pier 48, and Pier 70. Resolution 227—12 amended
the District to include SWL 351 as a pro; ject area.

Port staff will likely recommend removal of Piers 26 and 28 from the District, because these
piers are no longer likely development sites. Concurrent with recommending a Disposition and
Development Agreement for the proposed development of SWL 337 and Pier 48 in conjunction
with the Port’s development partner, Port staff will recommend that the Board of Supervisors
amend Resolution 227-12 to include SWL 337. Concurrent with recommending a Disposition
and Development Agreement for the Pier 70 Waterfront Site, it is likely that Port staff will also
recommend adding 3 acres of adjacent private property owned by Pacific Gas and Electric, Inc.
to the Pier 70 project area.

As Port staff advances individual development projects, there will be an associated Infrastructure
Finance Plan for the Board’s consideration as the next step in forming the District. The Finance
Plan will include a detailed description of the development plan for each project area and specify
the type of proj ects eligible for IFD monies and the estimated value of the tax increment over the
life of the projects. The development projects currently being negotiated are summarized
below.™

In 2013, the Board of Supervisors adopted Resolution 123-13, adopting Guidelines for the
Establishment and Use of an Infrastructure Financing District with Project Areas on Land Under
the Jurisdiction of the San Francisco Port Commission (Port IFD Guidelines). Consistent with
IFD law applicable to the proposed Port IFD, proposed uses of the Port IFD proceeds can
include:

o Repairs and upgrades to piers, docks and wharves and the Port’s seawall;

o Installation of piles, both to support piers and to support buildings where soil is sub_]cct to
liguefaction;

o Parks and shoreline nnprovements where the Port has been unable to secure General
Obligation bond funding to fimd new parks; :

o Utility infrastructure, including utility requirements to comply with standards imposed by
the Regional Water Quality Control Board and/or the Bay Area Air Qua.hty Managcment
District;

o Streets and sidewalks;

e Seismic upgrades and i mprovements to the City’s seawall and other measures to address
sea level rise; ’

e Environmental remediation;

14 Bach of the development projects is subject to ongoing real estate negotiations which include the allocation of
IFD to infrastructure costs. When City staff publishes each project term sheet for public review and consideration
by the Port Commission and the Board of Supervisors, City staff will publish more detailed cost information related
to the use of IFD.
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e Historic rehabilitation; and
e Improvements to Port maritime facilities.

The Port IFD Guidelines establish minimmm criteria regarding the formation of IFD project areas
on Port property. These guidelines can be found in Appendix C. IFD Law is the subject of
frequent legislative action in wake of California’s repeal of community redevelopment law. This
year, Governor Jerry Brown has signaled his openness to amendments to IFD Law that would
permit its use for affordable housing in addition to infrastructure and facilities of
commuynitywide significance. If the Legislature enacts such a change (or similar changes), the
Port and the Board of Supervisors may need to cons1der further amendments to the Port IFD
Guidelines. .

B3 Developmeﬁt Projects

Since the 1970s, the Port’s primary tool for redeveloping property has been public-private
partnerships. - In exchange for long-term leases (50-66 years) and other financial consideration
(including rent credits, land value and IFD tax increment, for example), private developers
assume much of the responsibility for rehabilitating and improving Port property for designated
uses. This includes upgrades to meet current seismic building code requirements, repairsto
adjoining segments- of the seawall, and climate change adaptation improvements. The Port
typically limits its contribution to development projects to existing facility improvements, along
with Port staff, attorneys, and other consultants needed to coordinate and assist the developer.
By engaging a development partner and allowing them to make a reasonable return on their
investment, the Port is able to generate substantially more resources to address the Port’s backlog
of capital investment needs.

As noted in Table 2, development projects are forecast to be the largest financial source to
address both state-of-good-repair ($119 million) and enhancement ($176.1 million) in the plan.
The vast majority of enhancements that are contemplated are investments in new, publicly-
owned parks and infrastracture, largely to support new neighborhoods planned at SWL 337 and
Pier 70. A portion of expenditures on enhancements will also address seismic conditions.

The Port is engaged in an exclusive negotiations process with a private investor or partner in
several project areas. The developers will make significant investments to rehabilitate and
enhance these properties; however, the ten-year plan reflects only that portion of the investment
necessary to repair or replace facilities to continue operating them for their current use, or for
enhancements that benefit the general public. Funding for these projects may come from a
number of both private and public sources; however, for purposes of this plan, all dcvclopment
project generated funds are shown on a single line item in Table 2.

. Two of these projects (SWL 337 and Pier 70 Waterfront Site) involve proposed height increases

that are likely to be subject to significant local debate. SWL 337 and the Pier 70 Waterfront Site
are just starting the process of environmental review and urban design planning.
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The tearns working on these projects plan to entitle them within the current real estate market
cycle. If any of the projects are not entitled within expected timeframes, Port staff will make
corresponding adjustments to future capital plans.

Pier 70 Area: Pier 70 is located on San Francisco’s Central Waterfront, an approximately 65-
acre site, generally between 18th and 22nd Streets, east of Ilinois Street. For over 150 years,
some portion of the site has been in use for ship building and repair or steel production, as well
as for other supporting heavy industrial uses. The Port completed an environmental investigation
and risk assessment of the project area. Findings from the completed risk assessment do not
indicate any immediate need for soil or groundwater remediation. Following a three-year
community planning process, the Port Commission endorsed the Pier 70 Master Plan in May
2010. The Plan balances sustained ship repair, historic preservation, new waterfront parks and
new development. It identifies over 3 million square feet of new building potential and 700,000
square feet of buildings to be rehabilitated. On April 17, 2014, the National Park Service
approved the Port’s nomination for the Union Iron Works Historic District at Pier 70 and listed
the distdct in the National Register of Historic Places, Port staff continues to work with the State
Lands Commission on public trust matters that impact the Pier 70 area.

The Port Commission authorized a developer solicitation for the Waterfront Site as well as a
second solicitation for Historic Buildings:

Pier 70 Waterfront Site: Following a competitive process, the Port Commission
selected Forest City California, Inc. as its development partner for the Waterfront Site
and on July 12, 2011 authorized an ENA. This project area requires significant
infrastructure investment and new land use approvals to redeploy a largely vacant portion
of Pier 70 for new uses in new buildings. The ENA provides for a five-year period to
develop plans for the project, negotiate required agreements, and secure required

_approvals. In May 2013, the Port Commission endorsed a non-binding term sheet
describing the fundamental deal terms for the project. The Board of Supervisors, in June
2013, added its endorsement of the term sheet and, in accordance with Administrative
Code, Chapter 29, determined the proposed development fiscally feasible. Negotiations
between the Port and the developer continue on the transaction details and documents,
including the ground leases, the development and disposition agreement and financing
plans.

In response to Proposition B (June 2014), Forest City redesigned its development concept
~ for the Waterfront Site and drafted and qualified Proposition F for voter consideration on
the November 4, 2014 ballot. As described above, San Francisco voters approved
Proposition F to increase site zoning from 40 to 90 feet, which is not higher than the
tallest point at the tallest historic building already at this project site. Subject to all
required public review processes, this initiative encourages a development project and
sets policy direction for identified major uses and supporting infrastructure
improvements. The measure sets forth major uses to include: (i) nine acres of waterfront
parks, playgrounds and re¢reation opportunities on and adjacent to the Project Site; (ii)
below market-rate homes, representing 30% of all new housing units; (iii) construction of
between approximately 1,000 and 2,000 new housing units, a majority of which will be
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rental homes; (iv) restoration and reuse of currently deteriorating historic structures

_ essential to the creation of a new Union Fron Works Historic District; (v) substantial new
and renovated space for arts, cultural, small-scale manufacturing, local retail and
neighborhood services; (vi) preservation of the artist commmumity currently located in the
Noonan Building; (vii) between approximately 1,000,0000 and 2,000,000 square feet of
new commercial and office space (which is in addition to reuse of historic structures);
and (viii) accessory parking facilities and other transportation infrastrocture.

Forest City’s development concept for the Waterfront Site is subject to review and
approval under CEQA. Forest City has filed an environmental application for CEQA
review which commenced in late 2014, with potential consideration of final transaction
documents and a Waterfront Site Special Use District by the Port Commission, the
Planning Commission and the Board of Supervisors in. 2016.

20th Street Historic Buildings: The 20th Street Historic Buildings are six buildings on
or near 20th Street at Pier 70. These historic resources, some dating to the 1880s, are in
need of substantial investment to return to active use. Following a competitive
solicitation process, in May 2012, the Port entered into an exclusive negotiations
agreement with Orton Development Inc. for a public/private partnership to rehabilitate
these buildings. In September 2014, the project’s Lease Disposition and Development
Agreement (“LDDA”) was executed. The LDDA is the document that describes the-
obligations of each party to implement the rehabilitation project including a detailed
schedule of performance describing a phased construction schedule. :

The Port and Orton Development expect to close escrow and execute a lease to convey
the site to Orton in 2015. In total, these buildings have over 250,000 square feet of
building space with potential in some cases, for additional mezzanine construction. The
current capital cost estimate is $76 million. The Port will contribute $1.5 million to the
project (repositioning fumds previously committed to a temporary shoring of one of the
buildings). Orton will invest up to $14 million of equity in the project and secure the
remainder of the funding from leasehold mortgage, historic tax credit investors and a
Seismic Safety Loan administered by the Mayor’s Office of Housing and Community
Development. The Port defers its rent from the project until Orton’s equity investment is
repaid.

BAE Ship Repair: The BAE Ship Repair leasehold is 15.1 acres of leasable land and
17.4 acres of leasable water on the northeastern edge of Piers 68 and 70. It includes 19
buildings, six functional cranes, and two floating drydocks. It is under a lease to BAE .
generating approximately $1.8 million dollars in annual revenues to the Port. A capital |
improvement plan is being developed for further improvements to infrastructure that will
sustain the Ship Repair facility for the next 25 years. These improvements will be
reflected in future capital plans upon completion of negotiations with BAE.

Seawall Lot 337 & Pier 48: In September 2010, following a one-year community planning and
developer selection process; the Port entered into an exclusive negotiation agreement (ENA)

32
221



with Seawall Lot 337 Associates, LLC (an affiliate of the San Francisco Giants) for the mixed-
use development of Seawall Lot 337 (SWL 337) and the adjacent Pier 48. Pursuant to the ENA,
the developer submitted its Revised Proposal in March 2012 which contemplates a flexible
mixed-use development at the site balancing residential, office, retail, exhibition and parking
uses distributed over a network of city blocks — with expectation that the combination of uses
will evolve to meet market demands and to reflect community and regulatory concerns, and be

" responsive to certain requirements to ensure mixed-use diversity.

In-March 2013, the Port Commission endorsed a non-binding term sheet describing the
fundamental negotiated elements and proposed financial terms for the lease and development of
the project site and, in May 2013, the Board of Supervisors added its endorsement of the term
sheet and also found the proposed development to be fiscally feasible under Administrative .
Code, Chapter 29. Following these approvals, the ENA allows the developer three years to
complete the project entitlement process. The total cost of the project, as planned, is estimated at
$1.8 billion.

The project team is pursuing project entitlements including a thorough environmental review in
accordance with the California Environmental Quality Act ("CEQA™). The Port anticipates that
this project could generate new lease revenues and result in higher property values. The project
schedule previously anticipated completing the CEQA process and gaining project approvals in
early 2015 with lease payments commencing on sub parcels beginning in 2016. However,
Proposition B (June 2014) requires voter approval of the height increases required for the
project, as proposed (per the non-binding terms endorsed by the Port and City). In light of
Proposition B, Seawall Lot 337 Associates, LL.C is re-examining the proposed heights and
density with the expectation that the Project would be presented to the voters for approval on a
future ballot.

8 Washington/Seawall Lot 351: This two-thirds of an acre site is currently a surface parking
lot located along the Ferry Building waterfront at The Embarcadero and Washington Street. It is
to be merged with the adjacent 2% acre tennis and swim club property in a $345 million
residential-commercial development agreement between the Port and San Francisco Waterfront
Partners ("SFWP"), including dedicated public parking for the Ferry Building area, :
improvements to approximately %2 acre of public open space and $5 million in public funding for

~ sidewalk widening and street furnishings recommended in the Northeast Embarcadero Study
("NES”). .

As described above, the approved project is the subject of a recently passed legislative
referendum rescinding the increase in building height granted the development. SFWP, therefore,
is considering its options to reevaluate the proposed development, including project funding
structure, The Port is awaltmg the developer's decision on proceeding with this pro_]ect following
its reevaluation.

Pier 38 Bulkhead Rehabilitation: Pursuant to Port Commission authorization, the Port issued a
request for proposals (“RFP”) for the Pier 38 Bulkhead in November 2012, secking a
development entity to rehabilitate the Pier 38 bulkhead building and limited shed improvements
for re-occupancy in the near-term. Responses were received in March 2013 and the Port

33
228



Commission selected TMG Partners in December 2013. Lease negotiations consistent with the .
Port Commission’s goal to expeditiously rehabilitate and re-tenant the bulkhead building are
nearing completion. Under the proposed agreement, TMG would invest approximately $7.2

- million to correct code violations, improve public access and upgrade the float on the north side
of the pier. The Port expects the lease to commence in 2015.

B4 General Obligation Bonds

The Port Commission and Port staff remain grateful for the infusion of funding approved by
voters to create waterfront open space through the 2008 and 2012 Clean and Safe Waterfront
Parks General Obligation Bonds. The following bond-funded projects, totaling $34.7 million are
in various stages of conceptual development and permitting: -

Crane Cove Park, Phase 1: Crane Cove Park is an approximately 9 acre Blue
Greenway waterfront park located in the Central Waterfront generally between 19th and
Matiposa Streets east of Illinois Street. Initial park concepts include shoreline cleanup
and stabilization, restoration of historic cranes, historic mterpretatlon, bay access, and a
facility for human powered boats. The total cost for the entire project is expected to be -
$45 million dollars, which is greater than the current available funding. As a result, the
project will be phased as funding is secured. Available funding for the 1st phase of the
project is $23.3 million, including (a) $10 million from 2008 Clean and Safe
Neighborhood Park G.O. Bonds, (b) $10 million from 2012 Clean and Safe
Neighborhood Parks G.O. Bonds, (c) $1 million from grants from the Metropolitan
Transportation Commission and California Coastal Conservancy, and (d) $3.3 million in
other Port funds.

This Blue Greenway Project benefits from significant planning conducted through the
development of the Port’s Pier 70 Preferred Master Plan and the Blue Greenway Planning
and Design Guidelines comnmmity planning process. The Park Master Plan and
Schematic Design were approved by the City’s Waterfront Design Advisory Committee
and the BCDC Design Review Board in July 2014. Phase 1 of the project, comprising
approximately 5 acres, will start construction in 2016 and is expected to be complete by
2017

Bayview Gateway: The $3.9 million Bayview Gateway PIOJect will create a new one
acre public open space along the southern bank of Islais Creek in San Francisco’s
southeast waterfront. The project site is bound by Islais Creek on the north, Cargo Way
on the south, 3rd Street on the west, and Illinois Street on the east. The project will
demolish the existing timber wharf, rehabilitate the seawall, and transform the asphalt lot
into a public park with walkways, plaza spaces and green spaces from which to enjoy the
Bay. In addition, the project will serve as both a gateway to and an amenity for the
Bayview neighborhood. The pro;ect is under construction, and is expected to be
completed in 2015.
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Franco:s Boulsvard at. 16th Strcet ‘rhat was origmally-fiproved in the 1970s. The project

Yslais-Creck Improvements: ‘e Islals Creck Shoreling Access improvement project is
expected torcomplete the p thwaysystcm along the northern shore-of Islafs Creek from J-
2806 Tlinois Street, New: public d6céss would comiect the Tslais Creck Promenade at
"Tenngssiss Street to the historic Third Stiect Biidag, Tmprovemeits budgeted at §2
‘million arg expected to include a newr waterfront walkway and:scenicTook ouf points;
“This site: cmrenﬂy 1§ pa:txally unimproved; but improvements. would-elose a gap: in: the
Tslais Creck system oFopen. spaces, the Blug Grccnway, and Bay Trail. The profect is
expected to'be conmplsted in 2017,

Wi, Water Cove Park~~ This exitic 2 aiste parkis located aloig fhie bay s edge.
Kitig: path, sitting sireas; andnative shoreling plantings, This parkis-
‘expected:fo be reno*Vated and expanded as.a bay-gide OpEtt Space; for gafhenng, wa]hng,

plcmckmg and histonc mtexprefaﬁon; fat a costn $1.5

,Bhlf: Greenway and Sani Francisce. Béy Trail Vnctwoﬂc.‘ The ﬁroléi:t 1s expected ta be
cmmpleted in 2017

"Fisherman’s WharfiPlaza‘ The Port:and the, San Firanicisco Bay Conservatiomand
Development Commission are conducting a.community planning progess to:defing
Jmprovcments for ’ pubhc p_laza in Fisherinan’s Whatf: Hiprovetngtits will 6o plement
By Treil Proriignade. “The area will offér plases to:sit, picric or
jsim]l, alozrg w1ﬂ1 drama. o views of the hisforie Pier43 Ferry Arch and, Aleatraz Istand:
The $1:5million plaza will be in the heart-of Fisherman’s Wharf, connecting and-
expanding upon shoreline open space,

M5ty Direct Appmpnauons and Otﬁer Fun Sources

As, partaf the plan of finance for the Port’s capital ;ceqmrsments Port staff is working-with: Tocal,
state; and-federal governments and grganizationyto 1dent113t and sequre grants and.other.

conmbuﬁon& Tablé 2 above lists several soirces offunding fhat'w

ill sipoet both state-ofgood-

tepait and-enhancerient Projeets.

ALS. Departiment of Transportation, Féderal Railyay Adviinistration—In 2012 the Pori
was awarded, $3 million:fo-improve reliability and. efﬁclencY of rail movemerit: t.hrough
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track and switching upgrades to the Port’s primary rail spur, the Quint Street Lead. The
award is strategically important for the Port, as it supports the larger goal of (and is a
necessary component to) creating a robust export terminal at Pier 96 serviced by six-axle
locomotives. The project assumes iron ore as the export commodity, with appropriate
weight capacity and resiliency built in to associated infrastructure improvements. The
remaining $3.8 million in funding (which includes $1 million in additional Port capital
funds allocated by this year’s proposed supplemental appropriation) will be expended by
the Port in FY2016.

USACE, Continuing Authorities Program Section 107, Central Basin Dredging — The
Central Basin is the approach to the Pier 70 Shipyard’s primary drydock facility.
Dredging of this area is critical to operations of the shipyard. While the drydock itself is
the largest privately operated repair facility. of its kind on the west coast of the Americas,
the increasingly restrictive siltation in the Central Basin is limiting the number and type
of vessels that can access it. In September 2009, the Port requested dredging assistance
from the Army Corps under Continuing Authorities Program Section 107. A 35’ depth
Central Basin dredge project has been approved and is scheduled for construction in
2016. The Army Corps will provide up to $10 million in federal funding, which is 63
percent of the $15.8 million estimated cost of the dredge project. The Port’s proposed
supplemental appropriation for this year includes $2.9 million and BAE will provide $2.9
million to fund the project, providing for a $5.8 million local match. After this initial
dredge, the Army Corps will then assume all costs for future dredging of the Central
Basin, which will require several million dollars of federal funding every decade..

' USACE, Water Resources Development Act of 2007 (WRDA(7) —In 2006, Port staff
worked with Mayor Gavin Newsom’s Office to successfully petition the Office of House
~ of Representatives Speaker Nancy Pelosi to carry a new bill for federal authorization of a-
mumber of the Port’s facilities. WRDAOQ7 was approved by Congress and, in Section
5051 authorizes USACE, in cooperation with the Port of San Francisco, to seek
appropriation of $25 million for “...repair and removal, as appropriate, of Piers 30-32,
35, 36, 70 (including Wharves 7 and 8), and 80 in San Francisco, California, substantially
in accordance with the Port's redevelopment plan.” In 2011, Congress appropriated $4.8
million of this guthorization for removal of Pier 36, leaving $20.2 million in authorization
remaining. All funding from this source requires a 2:1 match from the Port. The Port has
traditionally been the only City department with projects ehgible for funding from the
Axmy Corps.

In 2008 Congress placed a hold on project-based authorization, determining them to be
“earmarks.” As of the writing of this plan, the United States Congress continues fo
operate under a two-year moratorium on congressionally directed spending, i.e., direct
“project” funding. However, because this moratorium has a differential impact across
funding sources — in particular, the budget for the USACE is more affected than others —
there is a great deal of speculation that the definition of “earmark™ may be revised. The
Capital Plan assumes that the remaining authorization of $20.2 million will be
appropriated in the FY2020-24 period.
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o Department of Homeland Security, Port Security Grants — Since 2007, the Port’s
Homeland Security Division has applied for and been awarded over $28 million in State
and Federal Port Security grant Programs. Over the next five years, the Port plans to
apply for an additional $6.3 million in federal funding provided by FEMA under the
PSGP (Port Security Grant Program). PSGP funding will provide enhanced security
capabilities, establish boundaries, and provide controlled access where required and
authorized, as well as enhance threat detection and prevention, and increase security
measures for berth and passenger terminals that are consistent with Department of
Homeland Security and United States Coast Gnard requirements. It is expected that
FEMA will continue to require a 25 percent match, which the Port will provide from the
capital budget. Individual security projects may include lighting, high security fencing,
closed-circuit television (CCTV) cameras, intrusion detection systems, and vessels.

e San Francisco Bay Area Water Emergency Transportation Am‘homy (WETA) —
WETA is proposing to utilize federal and state funding to support a two-phased project to
improve the Downtown Fetry Terminal (DTFT) at the San Francisco Ferry Building,
WETA and the Port have entered info a Memorandum of Understanding (MOU) to
undertake a coordinated planning effort for the DTFT expansion project in accordance
with the Port's objectives for stewardship of the San Francisco waterfront and WETA's
mission to provide ferry service and emergency operations. The project would expand the
number of ferry gates, improve pedestiian circulation and ferry patron boarding, and
enhance emergency response capabilities to evacuate people from San Francisco in the
event of a major catastrophic event. The remaining work in the project plan includes
funding from state and local sources, including California Proposition 1B, Proposition K
(% cent sales tax) and RM2 (bridge tolls) and addresses $7.6 million in state-of-good-
repair and $2.1 million in seismic needs. -

The Water Emergency Transportation Authority (“WETA”) is now pursuing Phase 2 of
the Downtown Ferry Terminal to add up to three new ferry gates, weather-protected areas
for queuing, and a new public plaza between the Ferry Building and the Agriculture
Building, which also will support emergency staging and evacuation in the event of a

major catastropbe. Construction of Phase 2, at an estimated cost of $97 millicn, is
expected to begin in 2016 and be completed by 2020.

® Envxronmental Clean-up and Open Space Projects — As part ofa settlement agreement
with the Cosco Busan following a collision with the Bay Bridge in 2012, the Port and
Department of Recreation and Parks were awarded $1.37 million in funding to be used
for environmental clean-up and open space projects. The Port will use its $685,000 share
of the award to stabilize the shoreline at the future site of Crane Cove Park in the Port’s
Pier 70 area.

e California Coastal Conservancy Grant — The California Coastal Conservancy has
awarded the Port $620,000 for repair to the Port’s historic Copra Crane, and for related
removal of portions of Pier 84. The Copra Crane, operated by Longshoremen, was last
utilized in 1974 to remove copra (dried coconut) imported from the Philippines from
cargo vessels. It is an important part of Port labor history, as it is the last remnant of -
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marually operated machinery for loading and unloading cargo on the San Francisco
waterfront. '

Table 2 lists several additional sources of funding that the Port staff has identified, but not yet
secured, that could contribute significantly to future capital plans. Staff will make a concerted
effort to realize these funding sources.

o  City Match to USACE WRDA 2020, Seawall Repair — Though WRDA legislation is
intended to be biennial, as a matter of practice these new authorizations are passed into
law much less frequently. For the next WRDA, Port staff will submit language to amend
the Port’s existing WRDAO7 authorization to increase the amount of funding authorized,
and to make eligible appropriations for seawall construction or repair and removal of
derelict pilings. This Authorization assumes a conservative estimate of $60 million for a
comprehensive rehabilitation and modermization of the San Francisco seawall. The
USACE share of this project would be two-thirds, or $40 million. The balance of funds,
or local match for the seawall rehabilitation described above, is one-third, or $20 million.
Because this capital requirement is so high relative to the Port’s capital budget, and
because the beneficiaries of this project extend far beyond the Port, the plan assumes that
ﬁnancmg for the local share of the project would come from a general fund source that
recognizes its City-wide benefit.

B.6 Trausferrable Development Rights

Each of the pier sheds and associated bulkhead buildings on the Port's historic finger piers are
collectively recognized as part of the Embarcadero Waterfront Historic District listed on the

- National Reg1ster of Historic Places. Any alteration or historic rehabilitation undertaken for
these resources is required under Port Commission policy to comply with U.S. Secretary of the
Interior Standards for Historic Rehabilitation (Secretary Standards). The Port has relied on the
Federal Historic Tax Credit Program as one essential financing tool to assist in paying for the
high cost of rehabilitation to meet the Secretary Standards. However, given the age of the piers
and increasing costs of repair, structural and/or seismic interventions necessary to meet current
codes, other financing strategies are required to save these historic resources and continue the
Port's waterfront revitalization efforts.

The Port has initiated discussions with the Board of Supervisors, Planning Department, San
Francisco Architectural Heritage and other preservation stakeholders to consider allowing the
City's Transfer of Development Rights (TDR) program to be applied to historic rehabilitation
projects defined by the Port Commission that would rehabilitate historic resources in the
Embarcadero Historic District. TDR is an historic preservation incentive tool that allows unused

" development air rights on sites containing recognized historic resources of public value to be
sold and applied to other development "receptor” sites. The City's TDR program requirements
and provisions are contained in the San Francisco Planning Code and administered by the San
Francisco Planning Department. Any historic building that receives benefit from the TDR
program would require that the allowable development of that site be reduced by the amount sold
through the TDR program.
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The Port sees TDR as an important financing tool that could generate significant funding to -
support historic rehabilitation costs of its historic pier resources, particularly at Piers 19, 23 and
29 in the Northern Waterfront.

In 2013, the Port participated with City Planning in a study of the current program to determine
how the current TDR market is fimctioning and to what extent the addition of Port piers into the
program would impact the existing market. The study concluded that there is some limited
capacity in the local TDR market for addition of publicly-owned buildings, and that the City
should remain open to the Port’s proposal to use TDR for Piers 19, 23 and 29,

In 2013, the Planning Department and Capital Planning Comittee endorsed the use of TDR for
des1gnated historic Civic Center Buildings including the War Memorial, only the second time in
the history of the program that TDR has been used to help finance rehabilitation of publicly-
owned historic buildings. The Planning Department and the Capital Planning Committee have
determined that further use of TDR for publicly-owned buildings (including the Port’s piers)
should wait until market iropacts of the War Memorial TDR allocation can be determined.

If the War Memorial allocation indicates that there is sufficient market demand to accommodate
the Port’s finger piers, the Board of Supervisors would have to adopt legislation authorizing the
Port to participate in the TDR program. The Port has already succeeded in gaining State
authorization to participate in the local TDR program through enactment of AB 2649

~ (Assemblymember Tom Ammiano).
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ViI. CONCLUSIONS

The Port’s Ten-Year Capital Plan continues to evolve since its inception nine years ago. The Port
has employed the information that the Plan generates to develop and implement its legislative
and financing strategies to redevelop the City’s waterfront, fulfill its public trust m1ss1on, and
reconnect the City with its waterfront.

Since the first plan in 2006, the Port has used this document to guide a total in investment
exceeding $220 million in non-developer funding, Still, a persistent gap remains between the
Port’s available resources and its ever growing need. It is a clear challenge, but one the Port has
demonstrated it has the fortitude as an institution to meet. While the plan is a forward looking
document, it is our history of continual improvement that has generated opportunity for growth,
and leveraged even greater opportunity. The plan was integral to the Port’s issuance of its
revenue bonds as well as to the Port’s preparations for the 34™ America’s Cup. It provides a
solid framework and conﬁdence—bmldmg, holistic view of the Port to interested constituents, as
well as to general audiences.

As a road-map, the plan has enabled stronger application for federal grant funding, and stronger
footing for mclusion in future City-sponsored general obligation bonds. The plan also served a
vital role in supporting legislative changes to the Port’s ability to develop Seawall Lot 337 and
Pier 70 by securing tax increment to pay for public infrastructure investments in these proposed
development project areas.

The Port’s review of the Waterfront Land Use Plan highlighted that the Port is more unified with
its waterfront than it has ever been, with industry, commerce and residence all existing in a ‘
harmony of contrasts. A South Beach resident might walk from her home to attend a San
Francisco Giants game, and between innings, watch from her seat as one of the largest ships in

the world is lifted out of the water for repair at the Port’s Pier 70 shipyard. However united we
are as a Port, we continue to need to grow in our connection with those away from the shore.

The controversy around height limits that so dominated discussion around the waterfront in 2014
changed the prism through which the Port must view development. With the passage of
Proposition B, the community that is actively weighing in on the Port’s development is no longer
nearby and neighborhood in character, but rather an entire City of civic-minded voters. Moving
forward, the Port must be ever mindful of the larger presence our work has in the San Francisco
consciousness.

The next big capital planning challenge for the Port is to involve sister City agencies and
regulatory partners in examining the Port’s 100-year-old seawall o address its structural stability
facing both a seismic event and future sea level rise. The long-range improvements to the City’s
seawall and marginal wharf will require a coordinated planning and funding strategy that will
need to be reflected in future updates of the Port’s Capital Plan.

_Finally, the preliminary success of the Port-BCDC planning study and the Port’s desire to

reposition its northern waterfront piers for different uses through a public process underscore the
need for strong public outreach and comprehensive planning. The Port must always take care to
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ensure that there is a strong local and regional public consensus regarding the fitture of one of the
most beautiful public waterfronts in the world. :
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APPENDIX B - Allocation Strategy for Port Capital Funds

The Port’s process for allocating its own limited capital funding involves a series of meetings
with designated representatives from each of the Port’s seven Divisions — the Capital Projects
Working Group (“CP Group”). The CP Group developed the Port’s evaluation criteria for
capital projects, and weighting for each criterion. Anmually, the CP Group allocates a total score
to each capital project proposed by Port staff.

These first set of criteria address public safety concerns and conformance with the Port’s
mission, as set out in the Burton Act and Transfer Agreement of 1969, and are scored as follows:

Review Criterion . Maximum Score
Does the project address a code or regulatory issue? . 20
Does the project significantly reduce liability to the Port? 15
Does the project promote maritime commerce, navigation or fisheries?” 10
Does the project attract people to the waterfront? - 10
Does the project protect natural or cultural resources? , 15

The review process also employs two complimentary ways of scoring capital projects that would -
bring in additional revenue and/or reduce operating costs, the first intended to capture the
efficiency of the investment, the second the scale of the financial impact:

‘What is the payback period, if 10 years or less? 10
What is the total ten-year financial benefit to the Port? 20

Where a project would pay for itself in 10 years, that project was scored by subtracting the
payback period, in years, from 11, For example, a project with a payback period of three years
would score 8 points in this category. ’

To determine the score assigned for the ten-year financial benefit, the CP Group took the real
benefits, as recorded in dollars, and then considered the distribution of all the values returned for
projects at the end of the review process. The results were a rather even distribution, which
made appropiiate a simple method of scaling, where a project received 1 point for every
$500,000 worth of benefit within the ten-year period. For example, a $4 million project that
would generate $1 million per year in new revenues would score 12 points in this category [($10
million - $4 million) / $500,000)].

Finally, Port staff reviewed all projects to determine if they fell into one or more of the four
major categories listed below. The CP Group determined that a project belonging to one of these
groups was worthy of separate consideration either before or after other Proj jects, depending on
the category.

Prioritization Category

¢ Is the project required to address an emergency, defined as an immediate threat to human
health or the environment?

e Is the project legally mandated by a regulatory order or legal judgment?
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e Is the project substantially matched by outside funding sources?

De-prioritization Catesory

e Is the project non-revenue generating and does it have less than 25% in outs1de matching’
~ funds?

The project review process concludes with a proposed programming of Port capital funds over
two years based on the above evaluation, which becomes the Port’s two-year capital budget. For
the remaining years of the ten-year capital plan, expenditures are assumed to be proportional to
the categories funded in the two-year budget.
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APPENDIX C - Criteria for Formation of Port IFD Project Arcas

The Port IFD Guidelines establish the following minimum criteria regardmg the formation of
IED project areas on Port property:

5

Port land. Consistent w1th the IFD law, ﬂle Port IFD may initially be formed only with
Port land.

Amnexing non-Port land. If an owner of non-Port land petitions to add adjacent -

- property to a waterfront district in accordance with the JFD law, the City will consider

on a case-by-case basis whether to annex such property and to what extent tax increment
generated in the non-Port land but not used for Waterﬁont district infrastructure should
be subject to the City [FD Guidelines.

. CEQA. Although the City may initialty form the Port IFD to include all of the Port land,

neither the Port IFD nor any project-specific project area will be authorized to use
property tax increment until the City has completed environmental review of the
proposed development project and any proposed pubhc facilities to be financed with
property tax increment from the project area.

Priority of improvements. Waterfront districts must finance improvements that are
consistent with the IFD law, the Port’s then-applicable Waterfront Land Use Plan, the
Public Trust (if constructed on trust property), and the Port’s 10-Year Capital Plan.

. Economic benefit. The Infrastructure Financing Plan (“IFP”) developed for the Port

IFD will include a projection for each project area/waterfront district of the amount of
total revenue that the City’s General Fund is projected to receive as a result of the
proposed development project and the number of jobs and other economic development
benefits the waterfront district is projected to produce, similar to the type of analysis that
City staff and consultants perform to comply with Chapter 29 of the Administrative
Code to determine that projects requiring public funding are fiscally feasible and
responsible.

State and City matching contributions. In those cases whete the IFD Law authorizes
the allocation of the State’s share of property tax increment to a waterfront district in
proportion to the City’s allocation of tax increment to the waterfront district, the City
will allocate to the waterfront district the amount of tax increment that will maximize the
amount of the State’s tax increment that is available to fund eligible projects in the
waterfront district,

Amount of increment allocated. The waterfront districts will fund eligible waterfront
improvements necessary for each proposed development project in an amount up to
$0.65 per property tax dollar, or, where permitted by State law, up to $0.90 per property
tax dollar, until the costs of required infrastructure are fully paid or reimbursed. The
allocation should be sufficient to enable the Port to (a) obtain fair market rent for Port
leases, and (b) enable proposed development projects to attract private equity. No
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increment will be used to pay a developer’s retum. The Board of Supervisors in its
discretion may allocate additional increment to other waterfront projects that require
funding. Increment will be disbursed to the project area to fund (a) debt service and
debt service coverage for bonds issued under the Mello-Roos Act (“Community
Facilities District Bonds” or “CFD Bonds”) or IFD bonds, and/or (b) eligible costs on a
pay-as -you—go basis.”?

8. Excess mcrement. Tax increment not required to fund eligible project-specific
infrastructure will be allocated to the City’s General Fund or to improvements to the
City’s seawall and measures to protect against sea level rise.

9. Port annual capital program. If the Port issues Port revenue bonds™® repaid by tax
increment revenue generated in one or more waterfront districts, to further the purposes
of Port Commission Resolution No. 12-22, adopting the Port’s Policy for Funding
Capital Budget Expenditures, the Port will annually invest in its annual Capital Program
any tax increment revenue allocated to the waterfront district for the purpose of
providing debt service coverage on Port revenue bond debt payable from tax increment.

10. Funding for infrastructure maintenance. Tax increment will be allocated to the Port
IFD from a waterfront district only when the Port has identified a source of funding for
the maintenance of any infrastructure to be financed. This source could be in the form
of: (a) private financing mechanisms, such as a homeowners® association assessment;
(b) a supplemental special tax (such as a community facilities district formed under the
Mello-Roos Act) or assessment district (such as a community benefit district); or (c) the
Port’s maintenance budget or other allocation of the Port Harbor Fund.

5 For example, one vehicle for efficiently leveraging tax increment to finance public infrastructure would involve (i)
formation of a community facilities district {“CFD”) under the Mello_—Roos Act and an IFD project area — the
boundaries of which are coterminous with the boundaries of the private development — prior to construction of the
public infrastructure, (i) issuance of CFD bonds early in the development cycle, i.e., prior to generation of
s1gmﬁcant tax increment that can be allocated to the IFD, (jii) application of special taxes levied in the CFD to pay
debt service as long as tax increment is not available and (iv) use of tax increment, when available, to pay debt
service on the bonds, which allows a reduction in the ézmount of special taxes levied for that purpose.

16 City staff corrently assumes that the preferred method for debt i issuance would be a CFD bond repaid with IFD
proceeds.
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APPENDIX A FOR PROJECT AREA A

(To be Attached.)
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APPENDIX B FOR PROJECT AREA B

(To be Attached.)
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APPENDIX C FOR PROJECT AREA C

(To be Attached.)
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APPENDIX D FOR PROJECT AREA D

(To be Attached.)
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APPENDIX E FOR PROJECT AREA E

(To be Attached.)
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APPENDIX F FOR PROJECT AREA F

(To be Attached.)
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APPENDIX G FOR PROJECT AREA G

(To be Attached.)
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Appendix G-1
Sub-Project Area G-1
{Pier 70 - Historic Core)

This Appendix G-1 (“Appendix” or “Appendix G-1”) supplements and amends the main body of
the Infrastructure Financing Plan (the “IFP’) as it relates to Sub-Project Area G-1. In the event of
any inconsistency between the main body of this Infrastructure Financing Plan and this
Appendix, the provisions of this Appendix shall govern with respect to Sub-Project Area G-1.

The Board of Supervisors has appointed the City and County of San Francisco (the “City’),
acting by and through its Port Commission (“Port’), as the agent of the IFD fo implement this
Appendix. ‘

Boundaries of Sub-Project Area G-1. The boundaries of the proposed IFD, including
the boundaries of Sub-Project Area G-1, are described in the map attached to the main body of
the Infrastructure Financing Plan as Exhibit A. The legal description of Sub-Project Area G-1 is
also attached to the main body of the Infrastructure Financing Plan as Exhibit A.

Pier 70 District; Pier 70 Enhanced Financing Plan. Sub—Project Area G-1is a “Pier 70
district,” as defined in Section 53395.8(c)(11) of the IFD Law, and this Appendix constitutes a
“Pier 70 enhanced financing plan” as defined in Section 53395.8(c)(12) of the IFD Law. Terms
used but not defined in this Appendix have the meanings ascribed to them in the IFD Law or the
IFP.

Summary of Financing Plan. The financing plan is presented in Table 2 and
summarized in Exhibit G-1c. For purposes of this Appendix G-1, “debt” has the meaning given
that term in Section 53395.8(c)(4) of the IFD Law and “ERAF-secured debt” has the meaning
given that term in Section 53395.8(c)(7) of the IFD Law.

In order for the capital facilities (the “Facilities”) authorized by Section 53395.8(d) of the
IFD Law and listed in Exhibit G-1b and Table 1 to be developed concurrently with the Historic
Core buildings, and because there will be some lag time between the construction of the
Facilities and availability of Allocated Tax Increment (defined herein), the following forms of
debt/ERAF-secured debt will be needed to finance the Facilities :

e The IFD will repay Historic Pier 70, LLC (the "Developer”), the master tenant of certain
property in Sub-Project Area G-1, from Allocated Tax Increment for the Developer's
advance of funds to pay for Facilities;

s The IFD will repay the Port from Allocated Tax Increment for advances it will make to
pay for Facilities;

e The IFD will pay from Allocated Tax Increment debt service on bonds that will be issued
by the IFD and/or a community facilifies district (the “CFD”) established by the City to
include the property in Sub-Project Area G-1 to finance the Facilities; and .
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e The IFD will pay Facilities costs from annual deposits of Allocated Tax Increment.

All of the repayment obligations described above are secured by and payable from Allocated
Tax Increment, as described in this Appendix G-1. :

A. Base Year; Commencement of Tax Increment Allocation

The “Base Year for Sub-Project Area G-1 is the fiscal year in which the assessed value of
taxable property in Sub-Project Area G-1 was last equalized prior to the effective date of the
ordinance adopted to create Sub-Project Area G-1 or a subsequent fiscal year. The Base Year
for Sub-Project Area G-1is FY 2015-2016. :

Tax increment may begin to be allocated to the IFD from Sub-Project Area G-1 beginning in
the fiscal year following the Base Year: FY 2016-2017.

B. Allocation of Tax Increment

(1) The annual allocation of tax increment generated in Sub-Project Area G-1 to the IFD for
purposes of Section 53396(b) of the |IFD Law will be the amount appropriated in each

fiscal year by the Board of Supervisors for deposit in the special fund established for
Sub-Project Area G-1.

(2) In the main body of the IFP, the Board of Supervisors concluded that, under the IFD
Law, it may (i) allocate to the IFD all or a portion of the incremental tax revenue
generated in a Project Area for the period specified in the applicable appendix, (i)
irrevocably allocate incremental tax revenue to pay bonds or other debt pursuant to
contracts approved by the Board of Supervisors, (i) reserve the right to make
discretionary annual appropriations and (iv) reserve the right to amend the appendix for
a Project Area to terminate an allocation to the IFD of any incremental tax revenue not
irrevocably allocated to pay bonds or other debt pursuant to contracts approved by the
Board of Supervisors.

(3) This Appendix assumes that the Board of Supervisors will appropriate 100 percent of the
Allocated Tax Increment for allocation to the IFD until the IFD repays all debt, including
all ERAF-secured debt, payable from Allocated Tax Increment to fund.the Facilities.

As a result, this Appendix also assumes that 100% of the “ERAF Tax Increment” (as
defined below) will be allocated to the IFD. Section 53395.8(g)(3)(D) of the IFD Law
provides that the portion of incremental property tax revenue of the City to be allocated
to the IFD from Sub-Project Area G-1 must be equal to the portion of the incremental tax
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(4)

revenue of the ERAF share proposed to bé committed to Sub-Project Area G-1."

However, the allocation made by the Board of Supervisors in this Appendix shall be the
following: '

(A)  The Board of Supervisors hereby irrevocably allocates all of the “City Share of Tax
Increment” (as defined below) from Sub-Project Area G-1 to the IFD to the extent that
the City Share of Tax Increment is necessary to repay bonds or related agreements
(including Pledge Agreements, as described below) or meet contractual obligations that
the IFD or the Port is obligated to satisfy with Allocated Tax Increment, in each case to
the extent such bonds, agreements or obligations have been approved by the Board of

Supervisors.

®)

- (B) The Board of Supervisors retains the discretion to make annual appropriations for the

allocation of City Share of Tax Increment from Sub-Project Area G-1 to the IFD to pay
for debt that is not described in the preceding clause (A), including repayment of loans
made to pay Facilities costs and to satisfy contractual obligations from annual deposits
of Allocated Tax Increment. ' )

;

For purposes of this Appendix G-1, the following terms are defined as follows:

“Gross Tax Ihcrement” is 100% of the revenue produced by the application of the 1%
ad valorem tax rate to the Incremental Assessed Property Value of property within Sub-
Project Area G-1.

“Incremental Assessed Property Value” is, in any fiscal year, the difference between
the assessed value of the property within Sub-Project Area G-1 for that fiscal year and
the assessed value of the property within the Sub-Project Area G-1 in the Base Year, to
the extent that the difference is a positive number. '

A“ERAF Tax Increment’ is 25.330110% of Gross Tax Increment. The ERAF Tax

Increment” is the “ERAF share” as defined in Section 53395.8(c)(8) of the IFD Law, and
it is available to be allocated to the IFD because Sub-Project Area G-1 is a Pier 70
district. ,\ ‘ '
“City Share of Tax Increment” is 64.588206% of Gross Tax Increment. The City Share
of Tax Increment is the incremental property tax revenue that, in the absence of the
allocation to the IFD pursuant to this Appendix, would be-allocated to the City and

. . §

1

This Abpendix G-1 assumes allocation of 100% of the City Share of Tax Increment and 100% of the ERAF

Tax Increment for the period permitted under the IFD Law. If, because of time fimitations applicable to the ERAF Tax

" Increment established by the IFD Law, the ERAF Tax Increment is no longer available under the IFD Law during the

period specified in Section H, the City Share of Increment will remain available as provided in this Appendix G-1.
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County General Fund and includes amounts set aside for the City and County Children’s
Fund, the City and County Library Protection Fund, and the City and County Open
Spaces Fund. ‘

“Allocated Tax increment’is the sum of ERAF Tax Increment and City Share of Tax
Increment.” '

C. Maximum Portion of Tax Increment Revenue of San Francisco and Affected Taxing
Agencies to be Committed to Sub-Project Area G-1

The faxing agencies that provide services to the IFD properties and the distribution of
property tax increment among the agencies / funds are as follows:

Exhibit G1a — FY 2015/16 Distribution of 1% Property Tax Rate among Taxing Agencies/Funds

e 7
City and County General Fund (inclusive of the .

Children’s Fund, Library Fund, and Open Space Fund) 64.588206%
Education Revenue Augmentation Fund 25.330113%
San Francisco Unified School District 7.698857%
San Francisco Community College Fund : 1.444422%
Bay Area Rapid Transit District - 0.632528%
Bay Area Air Quality Management District 0.208539%
County Office of Education 0.097335%
Total 100.000000%

The IFD will be funded solely from Allocated Tax Increment, which consists of the City
Share of Tax Increment and the ERAF Tax Increment.

The maximum portion of the City Share of Tax Increment that is allocated to the IFD is
100%. The maximum portion of the ERAF Tax Increment that is allocated to the IFD Is
100%. '

This IFP does not allocate any portion of tax increment of the local educational agencies to
Sub-Project Area G-1.

D. Projection of Tax Increment Revenue to Sub-Project Area G-1

The financing section must include a projection of the amount of tax increment expected to
be allocated to the IFD from Sub-Project Area G-1, assuming an allocation period that ends

2 City and County of San Francisco annual property tax rate ordinance (Ordinance No. 169-15).
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E.

no later than 45 years after the date on which the City projects that the IFD will have .
received $100,000 of tax increment from Sub-Project Area G-1 under the IFD Law.

The projection of Allocated Tax Increment from Sub-Project Area G-1 to be allocated to the
IFD is attached as Rider #1 to this Appendix.

Tax Increment Limit

The financing section must include a limit on the total number of dollars of tax increment that
may be allocated to the IFD pursuant to the Infrastructure Financing Plan, subject to
amendment of the Infrastructure Financing Plan.

The tax increment limit for Sub-Project Area G-1, including the limit on ERAF Tax increment,
is initially established at $64,000,000. This limit reflects the projected total Allocated Tax
Increment of $49,220,000 plus a contingency factor of 30%.

Pier 70 ERAF Allocation Limit

In accordance with Section 53395.8(g)(3)(D)(ii)(1l) of the IFD Law, Sub-Project Area G-1 is
subject to a limitation on the number of dollars of the ERAF share to be divided and
allocated to the [FD from Sub-Project Area G-1. Pursuant to IFD Law the limit of ERAF
dollars allocated to the IFD shall be established in consultation with the San Francisco
Controller and shall be included in the statement of indebtedness that the IFD files for the
19" fiscal year after the fiscal year in which any ERAF-secured debt is first issued.

The limit on the ERAF Tax Increment to be divided and allocated to the IFD from Sub-
Project Area G-1 is initially established at $18,000,000, which reflects the projected ERAF
Tax Increment allocation to Sub-Project Area G-1 plus a contingency factor of 30%.

. 20% Waterfront Set-Aside Requirement for Waterfrbnt Districts

Pursuant to. Section 53395.8(g)(3)(C)(ii) of the IFD Law, 20% of the Allocated Tax Increment
(“Set-Aside”) must be set aside to be expended solely on shoreline restoration, removal of
bay fill, or waterfront public access to or environmental remediation of the San Francisco
waterfront (“Authorized Set-Aside Uses”). The development of Phase 2 of Crane Cove
Park involves shoreline restoration and will provide public access to the waterfront;
consequently, the costs associated with Phase 2 of Crane Cove Park are an Authorized Set-
Aside Use. Ona cumulative basis, it is estimated that approximately 64% of the Allocated
Tax Increment to the IFD from Sub-Project Area G-1 will be used for Authorized Set-Aside
Uses. The IFD Law allows the Set-Aside Requirement applicable to Project Area G (Pier 70)
to be met on a Project Area G-wide basis rather than on a Sub-Project Area basis. As such,
the Port’s use of more than 20% of the Allocated Tax Increment from Sub-Project Area G-1
on Authorized Set-Aside Uses would allow the IFD, at its discretion, to spend less than 20%

264

Annendiy (3.1



of Allocated Tax Increment from other Sub-Project Areas in Project Area G on Authorized
Set-Aside Uses.

H. Time Limits
Under the IFD Law, the financing section must include the following time limits:

(A) a date on which the effectiveness of the infrastructure financing plan and all tax
increment allocations to Sub-Project Area G-1 will end, not to exceed 45 years from the date
the IFD actually received $100,000 in incremental tax revenues from Sub-Project Area G-1;

(B) a time limit on the IFD’s authority to repay indebtedness with incremental tax revenues
received in Sub-Project Area G-1 under the IFD Law, not to exceed 45 years from the date

" the IFD actually received $100,000 in incremental tax revenues from Sub-Project Area G-1;
and ' '

(C) a time limit on the issuance of new ERAF-secured debt to finance the Facilities, which
(with certain exceptions described in the IFD Law) may not exceed 20 fiscal years from the
fiscal year in which any Pier 70 district (which would include any Sub-Project Area) subject
to a Pier 70 enhanced financing plan first issues debt.

For Sub-Project Area G-1, the following are the applicable time limits under the IFD Law:

Date on which the effectiveness of the infrastructure financing plan with respect to Sub-
Project Area G-1 and all tax increment allocations to Sub-Project Area G-1 will end: 45
years from the date the IFD actually receives $1 00 000 of Allocated Tax Increment
‘from Sub-Project Area G-1.

Date after which the IFD may no lohger repay indebtedness with incremental tax
revenues received under the IFD Law from Sub-Project Area G-1: 45 years from the
date the IFD actually receives $100,000 of Allocated Tax Increment from Sub-
Project Area G-1. '

Date after which the IFD may not issue new ERAF-secured debt with respect to Sub-
Project Area G-1: June 30, 2036. The IFD Law allows the IFD to issue ERAF-secured
debt after this date in certain circumstances, and this Appendix incorporates those
provisions by this refererice as if they were fully incorporated herein.?

® For purposes of this Appendix G-1, ERAF-secured debt includes the obligation of the IFD to use ERAF Tax -
Increment to pay directly for Facilities. This ERAF-secured debt shall be considered to be issued in the first fiscal year
in which the IFD uses ERAF Tax increment to pay directly for Facilities and shall be payable for the period ending 45
years from the date the IFD actually receives $100,000 of Allocated Tax Increment from Sub-Project Area G-1.
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I

Description of Public Improvements and Facilities

The IFD Law requires an infrastructure-financing plan td contain the following information
with respect to Sub-Project Area G-1. :

(M

Public improvements and facilities fo be provided by the private sector.

Under the terms of the Lease Dispositioh and Development Agreement (the “LDDA”")
between the Port and the Developer, the Developer is responsible for developing an

. outdoor plaza/venue and an indoor lobby/atrium in Building 113, both of which will be

@)

©)

made accessible to the public. The plaza will be a multi-use space available for public
plaza uses, special events, loading, and tenant yard uses.

These costs will not be repaid‘ to the Developer from Allocated Tax Increment generated
in Sub-Project Area G-1.

Public improvements and facilities to be provided by governmental entifies without
assistance under the IFD Law.

The Port is currently in the process of designing Crane Cove Park and intends to construct
the park in two phases. Phase |, with a budget of $31.48 million, will consist of: the
creation of a beach shoreline to the north, two new pier overlooks, a sediment cap to
contain contamination, a new multi-purpose lawn area, a children’s play area, a sun deck,
adaptive reuse of Building 49 for a human powered aquatic center, a dog play area,
landscape beds, pathways, site interpretation including artifacts, site furnishings, and ship
building slipway 4 and its components including two new cranes. The Port has secured
funds for Phase 1 and does not anﬁcipate seeking funding from the IFD for Phase 1.

Facilities to be financed with assistance from Sub-Project Area G-1.

The Facilities that will be funded with Sub-Project Are;a G-1's Allocated Tax lhcrement'are
those authorized by Section 53395.8(d) and listed in Table 1. The actual cost of the
improvements to be funded by the IFD may vary from and are not limited in any

- way by the cost estimates contained in Exhibit G1-b, Table 1 and throughout

Appendix G-1. The Facilities can be grouped into three general categories:

é) Improvements to adjacent streets and sidewalks that will serve Pier 70. The street
and sidewalk imiprovements need to be completed in the near term to serve the new
Pier 70 tenants.

b) The relocation of electrical systems now in Building 102 that serve the BAE shipyard
(located in Project Area G, north of Sub-Project Area G-1) that the Port is
responsible to undertake pursuant to the terms of the LDDA.
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c) Phase 2 improvements to Crane Cove Park. Phase 2 will include the adaptive reuse
of historic Building 109, shoreline clean-up on the eastern shoreline and a sediment -
cap, a new pier overlook, new native shoreline landscape areas, pathways, site
interpretation and artifacts, and furnishings. These improvements will comply with the
Port’s Pier 70 Risk Management Plan, which the San Francisco Bay Regional Water
Quality Control Board approved in 2014. The schedule for Phase 2 will be driven by
the availability of funding. It is anticipated that the IFD will provide approximately
$13.9 million of the $30 million budgeted for the Phase 2 improvéments. Given that it
is anticipated that the IFD will not generate sufficient funding for all of the Phase 2
improvements, the Port will need to secure other funding to complete Phase 2. ‘

Exhibit G-1b

Street, sidewalk, traffic signal $1,271,000 |FY 2016/2017 — FY 2017/2018|
improvements .

Bldg. 102 Electrical -

Relocation/Improvements $3,090,000 FY 2016/2017

4. Noset date — driven by
Phase 2 of Crane Cove Park $13,899,000 availability of funding

Total $18,260,000

(4) Public improvements and facilities fo be provided jointly by the private sector and
governmental entities

There are no improvements or facilities that will be jointly provided by the private and
governmental entities.

J. Projected Sources of Financing for the’ Public Facilities

The financing section must include the projected sources of financing for the Facilities,
including debt to be repaid with Allocated Tax Increment, projected revenues from future

leases, sales, or other transfers of any interest in land within Sub-Project Area G-1, and any
other legally available sources of funds.

The financing plan is presented in Table 2 and summarized in Exhibit G-1c. In order to
maximize funding for the improvements, it is assumed that 100% of the City Share of Tax
Increment and 100% of the ERAF Tax Increment will be allocated to the IFD throughout the
45-year term of Sub-Project Area G-1. Pursuant to IFD Law, the allocation of ERAF Tax
Increment and City Share of Tax Increment will be evidenced by debt obligations and reflected

4 This reflects the amount of funding anticipated to be available from Sub-Project Area G-1 for Crane Cove Park.

Phase 2 costs are anticipated to total $30 million, which exceeds-the amount of available funding from Sub-Project
Area G-1. ’
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in each annual Statement of Indebtedness for Sub-Project Area G-1. Itis an’ucnpated that the
Facilities will be financed with a combination of:

1. bndge financing to be advanced by the Developer (to be secured by and repaid by the

IFD with Allocated Tax Increment from Sub-Project Area G-1),

2. bridge financing to be advanced by the Port (o be secured by and repaid by the IFD
with-Allocated Tax Increment from Sub-Project Area G-1);

3. bond proceeds (the bonds will be secured by and repaid by the IFD with Allocated Tax
Increment from Sub-Project Area G-1); and

4. annual deposits of Allocated Tax Increment from Sub-Project Area G-1 beyond the
amount needed to repay bridge financing and bond debt. The obligation of the IFD to
use Allocated Tax Increment from Sub-Project Area G-1 to pay for the Facilities is
secured by and payable from Allocated Tax Increment and will be reflected in the
annual Statement of Indebtedness.

At this time, it is contemplated that either IFD bonds or CFD bonds will be issued; in both
cases, Allocated Tax Increment will be used to pay debt service (in the case of CFD bonds,
the IFD will execute a Pledge Agreement, in which it will pledge Allocated Tax Increment fo
payment of debt service on the CFD Bonds). The type of bond to be issued will be determined
based on market conditions approaching the time of issuance.

Apperﬁ%—1
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Exhibit G~1c

2015[16 Dollars Nominal Dollars
Anticipated Sources of Funds ‘
Developer Loan for Street Improvements $746,000, $783,000
Pf)rt Loan.for Bldg.102 and 20™ Street $3.1 1'0, 000 . . $3.203000
Sidewalk improvements ~
IFD or CFD Bond Proceeds $6,559,000 $7,832,000
Port Loan for Street Improvements funded b ‘
Required Developer Refimbursements Y $504,000 . $526,000
Allocated Tax Increment® $23,412,000 $49,220,000
~ [Total Sources $34,331,000 $61,564,000
Uses of Funds (Facilities)
Phase 2 Crane Cove Park® - R $13,899,0000 = - $31,490,000
Streetscape Improvements $1,271,000 $1,329,000
Bldg. 102 Electrical Improvemernits ) $3,090,000 ) $3,183,000
Repay Developer Loan . $806,000 $887,000
Repay Port Loans $3,999,000 $4,684,000
Bond Debt Service ~ $11,267,000 $19,991,000]| .
otal Uses ' , ' , $34,331,000, $61,564,000

Under the terms of the LDDA, the Port may ask the Developer to advance funds to pay for
certain public improvements (the “Other Tasks”). Approximately $746,000 of the
streetscape improvements to be funded by the IFD are eligible Other Tasks for which the
Port will request a Developer advance the “Developer Loan’)’. The Developer Loan will
accrue interest at the rate equal to the rate set forth in the most senior construction loan for
the improvements to be undertaken by the Deveioper. The Developer’s most recent project
pro forma estimates this rate at 4.5% per annum. It is anticipated that the Developer Loan
will be fully repaid‘ from Allocated Tax Increment by FY 2019-2020.

The Port will advance $3.1 million to fund the Building 102 electrical irhprovements and
construction of a sidewalk on the north side of 20" Street (the “Port Loan”). The Port Loan
will be due and payable in 15 years and will accrue interest at the rate of 4.4%. The Port
Loan will be repaid from a combination of annual deposits of Allocated Tax Increment and
bond proceeds. It is anticipated that the Port Loan will be fully repaid after bond proceeds
are available in FY 2021-2022.

% Includes an anticipated $7.5 million of ERAF Tax Increment and $19.3 million of City Share Tax Increment that will
"be allocated to the IFD to pay for Facilities on a pay-go basis pursuant to Government Code Section 53395.2. As
described elsewhere in this Appendix G-1, the obligation of the IFD to use Allocated Tax Increment to pay for the
Facilities under this IFD constitutes a debt and an ERAF-secured debt and shall be payable through the period
endmg 45 years from the date the IFD actually receives $100,000 of Allocated Tax Increment from Sub-Project Area

lncludes the Allocated Tax Increment used fo pay directly for Facilities.
7 “Other Tasks” are listed on Table 7.
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Under the terms of the LDDA, the Developer is also obligated to advance funds for all
Required ODI Tasks (the “Required Port Benefit Tasks”). It is estimated that approximately
$504,000 of the streetscape improvements to be funded by the IFD are Required Port Benefit
Tasks. Although the Port is obligated under the LDDA to reimburse the Developer for the
advance, any such reimbursement will be reduced by 100% of the outstanding Deferred Port
Transaction Costs, which are currently approximately $800,000. The funding of the '
streetscape improvements will be credited against the Devéloper’s obligation to reimburse

the Port for $800,000 in outstanding Deferred Port Transaction Costs and the Developer will
not be reimbursed for the advance. This advance of $504,000 is a “Port Loan” and will be

' repaid by the IFD.

As shown in Table 2, in order to serve the Historic Core Pier 70 development, approximately
$3.8 mxlllon of Facilities will need to be constructed in FY 2016-2017 and $708,000 in

FY 2017-2018. While Allocated Tax Increment is anticipated to be allocated to the IFD from
Sub-Project Area G-1 starting in FY 2016-2017 as a result of supplemental assessments;
deposits through FY 2018-2019 will not be sufficient to pay the scheduled Facilities costs in a
timely manner. The Developer Loan and the Port Loan will be repaid from Allocated Tax
Increment and a portion of the net pfoceeds of the IFD or CFD bonds. It is anticipated that
the bonds will be issued at the beginning of FY 2021-2022, after the assessed value of the -
taxable property in Sub-Project Area G-1 has reached stabilization. It is estimated that the
bonds will yield approximately $7.8 million of net proceeds, which will be sufficient to retire
the outstanding balance on the Port Loan and contribute $4.7 million towards the
development of Phase 2 of Crane Cove Park. 100% of the debt service on the bonds WI” be
secured by and paid with Allocated Tax Increment from Sub-Project Area G-1.

. Accounting Procedures

The IFD will maintain accounting procedures for Sub-Project Area G-1 in accordance, and
otherwise comply, with Section 6306 of the Public Resources Code for the térm of this
Appendix.

. Cost and Revenue Analysis

The financing section must include an analysis of: (A) the costs to the City’s General Fund for
providing facilities and services to Sub-Project Area G-1 while Sub-Project Area G-1 is being
developed and after it is developed and (B) the taxes, fees, charges, and other revenues
expected to be received by the City’s General Fund as a result of expected development in
Sub-Project Area G-1.

(1) Costs to the City’s General Fund for providing facilities and services to Sub-Project Area
G-1 while it is being developed and after Sub-Project Area G-1 is developed.




Estimates of costs to the City's General Fund for providing facilities and services to Sub-
Project Area G-1 while it is being developed and after it is developed are detailed in
Attachment 1: “Fiscal and Economic Impact Analysis — Historic Core Pier 70" and
summarized in the following Exhibit G-1d. As shown, the annual cost o the City’s General
Fund to provide services to the-project will approximate $91,000 upon anticipated build-out
in FY 2018-2019. Service costs during the entire construction period are estimated at '
$76,000. General Fund costs are costs to provide police, fire, and emergency medical
services to the project. The cost of maintaining and operating Crane Cove Park and other
spaces/facilities will not be funded by the General Fund. It is currently expected that 100% -
' “of these costs will be funded by a CFD maintenance. special tax.

(2) Taxes, fees, charges and other revenues expected to be received by the City’s General
Fund as a result of expected development in Sub-Project Area G-1.

_ Taxes, fees, charges and other revenues expected to be received by the City’s General
Fund as a result of expected development in Sub-Project Area G-1 are detailed in
Attachment 1: “Fiscal and Economic Impact Analysis — Historic Core Pier 70" and
summarized in the following Exhibit G-1d. As shown, upon stabilization in FY 2018-2019,
the project is anticipated to annually generate from $264,000 to $425,000 of revenue to
the City’s General Fund. The range of revenues reflects differing assumptions about the
average level of gross receipts of the businesses to locate within the project, which
impacts the calculation of gross receipts taxes.

As shown in Exhibit G-1d, it is estimated that the Historic Core Pier 70 development will
annually generate a net fiscal surplus to the City’s General Fund ranging from $174,000
to $334,000 per year, expressed in nominal dollars. After discounting the projection for
inflation and the value of time, the present value of the annual General Fund surplus
approximates $142,000 to $273,000.
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Exhibit G-1d

Possessory Interest Tax

$0 $0

" INot Deposited in {FD S0 $0 $0 $
Gross Receipts Tax 0 0 0 $119,400 $193,400 $17,343,10
Sales Tax $78,300 $68,300  $6,156,700 $78,300 $68,300  $6,156,70
Utility Users Tax $42,700 $51,300 $4,607,600, $42,700 $51,300 $4,607,60
Prop. Tax In-Lieu of VLF $46,900 $63,900  $5,835,500 $45,900 $63,900  $5,835,50
Business Registration Fee $48,900 $58,100  $5,225,400 $21,000 $24,900  $2,239,50
Property Transfer Tax $o S0 $0 $0 $0 .8
Other Taxes and Fees $114,500 $22,800  $2,144,200 $114,500 $22,800  $2,144,20
Total Revenues - $331,300 $264,400 $23,969,400 $422 800 $424500 $38,326,60
Expenditures .

Police $17,500 $20,900  $1,881,300 $17,500 $20,900  $1,881,30
Fire and EMS $58,100 $69,800  $6,271,400 $58,100 $69,800 $6,27140
Total Expenditures $75,600 $90,700  $8,152,700 $75,600 $90,700  $8,152,70
Net General Fund Irﬁpact ,
Nominal Dollars $256,000 $174,000 $15,817,000 $347,000 $334,000 $30,174,00
$2015 (3% discount) $234,000 $159,000  $7,392,000 $318,000 $306,000 $13,929,00
" NPV (7% discount) $209,000 $142,000  $5,117,000 $283,000 $273,000  $8,041,00

(1) The Assessor is currently determining the magnitude of transfer tax due as a result of the lease. Given
that the amount has not yet been established, this analysis does not include any transfer tax revenue.
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Appendix G-1

Rider No 1
PROJECTION OF ALLOCATED TAX INCREMENT, PROJECT AREA G-1 (PIER 70 -
HISTORIC CORE)

FY 2015/16 Base Year - $0
FY 2016/17 ‘ $36,000
FY 2017/18 - ' $359,000
FY 2018/19 ' : $539,000
FY 2019/20 $719,000
FY 2020/21 , _ $733,000 _
FY 2021/22 ’ $749,000
FY 2022/23 _ . $762,000
FY 202324 : $779,000
FY 2024/25 $794,000
FY 2025/26 : $811,000
FY 2026/27 : $827,000
FY 2027/28 $841,000
FY 2028129 . - $876,000
FY 2029/30, © $895,000
FY 2030/31 $911,000
FY 2031/32 _ | $930,000
FY 2032/33 :  $948,000
FY 2033/34 $968,000

. FY2034/35  ~ , $986,000
FY 2035/36 $1,008,000
FY 2036/37 $1,027,000
FY 2037/38 ' $1,047,000
FY 2038/39 $1,069,000
FY 2039/40 $1,089,000
FY 2040/41 $1,112,000
FY 2041/42 $1,123,000
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Appendix G-1
Rider No 1 Continued

FY 2042/43 $1,135,000
FY 2043/44 $1,157,000
FY 2044/45 $1,179,000
FY 2045/46 $1,202,000
FY 2046/47 $1,227,000
FY 2047/48 $1,253,000
FY 2048/49 $1,277,000
FY 2049/50 $1,302,000
FY 2050/51 $1,328,000
FY 2051/52 $1,356,000
FY 2052/53 $1,381,000
FY 2Q53/54 $1,409,000
FY 2054/55 $1,438,000
FY 2055/56 $1,467,000
FY 2056/57 $1,496,000
FY 2057/58 $1,525,000
FY 2058/59 $1,556,000
FY 2058/60 $1,587,000
FY 2060/61 $1,619,000
FY 2061/62 $1,651,000
Cumulative Total, Réunded $49,220,000
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Table 1
\ppendix G-1
iprovements to be Funded by IFD

IFD Public Facility Improvement Schedule

Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 {Pier 70 - Historic Core)

Location of Improvements

Ilinois St., in front of Bldgs. 101 and 40

20th and lllinois

20th St., north side {west of Georgia)
20th St. at Georgia

20th, east of Georgia

20th and Louisiana

‘Louisiana Street

" 20th St, south side

Michigan Street

Louisiana, Georgia, Michigan, 20th

Building 102

Crane Cove Park '

Est. Improvement Costs to be Funded by IFD

- Description of Improvements

East sidewalk - Upgrade curb ramps to meet ADA standards, replace
historical fence, remove fence around Bldg. 101, remove asphait

Upgrade traffic signal - 20% share of cost

North sidewalk - Patch concrete segments,fix historical fence, remove
chain link fence

North sidewalk - Install Ped/ADA path of travel improvements, install
crosswalk and ADA-compliant ramps

North sidewatk - Overlay asphalt sidewalk, shoring of Bldg. 103, and
remove chain-link fence

Intersection - Add ADA-compliant curb ramps, remove SW corner of
Bldg. 113 landing, rebuild concrete sidewalk, install bollards on the
north side, add crosswalks (west and south), and add stop signs

Add overiay of new asphalt pavement, regrade parking area, install
retaining wall, instali asphalt sidewalk with cur on eas side, install
crosswalk and ada-compliant curb cut, install ped/ADA path of travel,
remove and install chank-link fence, modify electreical equipment at
NE face of Bldg 113 ’

South sidewalk - Install ramp and stairs adjacent to weest end of bidg.
113, patch sidewalk btwn Michigan and Bldg 1113 entrance, patch
sidewalk btwn bldg 113 and louisiana, install ADA-compliant curb
ramps at Bidg. 113 entry and at Michigan, add railing along edge, add
crosswalk at west of Bldg 113

Add ped/ADA path of travel on west side, add asphalt overlay, add
crosswalk at south end and curb and gutter on east side

Install street lightiné

Remove PCBs and transformers from OD{ option parcel, increase
power reliability to BAE, purchase & install new transformers &
switchgear, remove & dispose of old transformers, install new electric
feeder lines east of OD! leasehold

Phase 2. Construct public park and removal of bay fill. Work will
include adaptive reuse of bidg. 109, shoreline cleanuup, sediment
cap, new pier overlook, new native shoreline landscape areas,
pathways, site interpretaion and artifacts, and furnishings.
Improvements will comply with the Port's Remedial Action Plan.

2015/16

Cost Est.

$27,517 *

$70,643 2
$31,165 *
431,937

$20,125 *

$54,477 *

$340,809 *

$97,486 *

$284,252 *

$312,142 1

$3,090,000 3

Ph. 2 cost =
$30 million.

IFD's funding

capacity est.

at $13.9 mit. *

$18,259,676

1 Based on 2014 cost estimate prepared by CHS Consulting, provided as Table 3. 2015/16 cost estimate reflects 3% inflation adjustment.

" 2 Required mitigation measure of the project. ODI will fund 20% of project to be reimbursed. Balance is being funded by SFMTA,

3 Work is needed for the BAE shipyard. Port has already budgeted this task in its supplemental FY 2015/16 budget.

4 Cost estimate prepared by Port staff. It is estimated that [FD will generate sufficient funds for approximately 46% of the costs of Phase 2.
Funding for the balance will be secured from other sources.
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Tahle2

Appendix G-1

Sources and Uses of Funds
Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pler 70 - Historic Core}

Port of San Francisco

Total - Total
2015/16 Nominal IFD Year! Year 1 Year 2 Year3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9
Dollars Dollars FY 16/17 FY 17/18 FY 18/19 FY 19/20 FY 20/21 ‘FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26
Avallable Property /Possessory Interest Tax Increment Revenue to IFD? .
City Share of Tax Increment 100% $16,815,978  $35,354,000 326,000  $258,000 $387,000 $516,000 $526,000 $538,000 $547,000 $560,000° $570,000 $583,000
ERAF Tax Increment 100% $6,595,934 513,866,000 $10,000 $101,000 $152,000 $203,000 $207,000 $211,000 $215,000 $219,000 $224,000 $228,000
Annual Total! $23,411,912 $49,220,000 $36,000 $359,000 $539,000 $719,000 - §733,000 $749,000 $762,000 $779,000 §794,000 $811,000
IFD Sources of Funds ) .
Annual Tax Increment $23,411,912  $49,220,000 $36,.000 $359,000 $539,000 . $719,000 $733,000 $749,000 $762,000 §779,000 $794,000 $811,000
Developer Loan - Not Required Tasks® $746,350 $782,777 $300,844  5481,933 30 30 50 30 50 30 30 $0
Port Loan, Bldg. 102 + 20th St. Sidewall’ $3,110,125  $3,203,429  $3,203,429 50 0] $0 50 $0 S0 $0 S0 50
Port Loan of Required Dev. Rmbmts® $504,079 $525,776 $300,049  5325,726 :
Bond Proceeds3 $6,558,879  $7,831,644 $0 $0 ] $0 S0 $7,831,644 © S0 30 $0 $0
Prior Year Net Balance - $0 30 30 $0 © S0 $0 30 50 30 50 50 50
Total Sources of Funds $34,331,344 $61,563,625 53,840,322 $1,066,659 $539,000 $719,000 $733,000 58,580,644 $762,000 $779,000 $794,000 $811,000
IFD Uses of Funds ,
Bond Debt Service® $11,266,552 $19,990,909 $0 50 50 S0 S0 $666,364 $666,364 5666,364 5666,364 $666,364
ey Developer Loan* $806,218 $886,720 $18,000  $179,500 $269,500 $419,720 $0 30 o} $0 30 50
Repg Port Loan® $3,998,898 $4,684,291 $18,000 $179,500 $269,500 $299,280 $733,000 $3,185,011 $0 50 50 30
“rarfe Cove Park Improvements $13,899,123 $31,489,724' $0 30 $0 50 50 $4,729,269 895,636 $112,636 $127,636  $144,636
juilding 102 Electrical Improvements $3,090,000  $3,182,700 $3,182,700 30 ’
itreetscape Improvements ) $1,270,553  $1,329,281 $621,622  $707,659 S0 S0 S0 50 50 30 50 30
“otal Usas of Funds $34,331,344 561,563,625 $3,840,322 $1,066,653 $539,000 $719,000 $733,000 $8,580,644 $762,000 3$779,000 $794,000 $811,000
Jet IFD Fund Balance $0 $0 S0 50 50 50 $0 $0 $0 $0 $0 s0
$0 S0 S0 S0 $0 50 $0 50 $0 $0
umulative Waterfront Expenditures as a % of
‘umulative IFD Increment Deposits 0% 0% 0% 0% 0% 151% 124% 106% 93% 83%
1 Term Is 45 years from the date that Project
Area E1 recelves one hundred thousand
($100,000) in Incremental property tax revenue.
2 projection of Assessed Value is provided In
Table 4. Projection of possessory Interest/
property tax increment Is provided in Table 5,
3 Table 6.
4 Table 7.
Page 16
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able 2

ppendix G-1

aurces and Uses of Funds

rastructure Financing Plan

\frastructure Financing Distrlct No. 2, Sub-Project Area G-1 {Pler 70 - Historic Core)
ort of San Francisco

Year10 . Year1l Yearl2 Year 13 Yeari4  Yearis Year 16 Year 17 Year 18 Year 19 Year 20 Year 21
FY26/27  FY27/28  FY 28/29 FY 29/30 FY 30/31 FY 31/32 FY 32/33 FY 33/34 FY 34/35 FY 35/36 FY 36/37 FY 37/38

wallable Property /Possessory Interest Tax Inc

‘ity Share of Tax Increment 100% $594,000 $604,000 $618,000 $629,000 $643,000 $654,000 $668,000 $681,000 $695,000 $708,000 $724,000 $738,000
{RAF Tax Increment . 100% $233,000 $237,000 $242,000 $247,000  $252,000 °© $257,000  $262,000 $267,000  $273,000  $278,000  $284,000  $289,000
\nnual Total $827,000 $841,000 $860,000{ $876,000 $895,000 $911,000 $930,000 $948,000 $968,000 5986,000 51,008,000 51,027,000
FD Sources of Funds .
Annual Tax Increment $827,000 $841,000 $860,000 $876,000 $895,000 $911,000 $930,000 $948,000  $968,000 $986,000 $1,008,000 31,027,000
developer Loan - Not Required Tasks’ S0 $0 $0 $0 $0 $0 .50 %0 $0 50 $0 $0
Port Loan, Bidg. 102 + 20th 5t. Sidewallé $0 . 40 50 50 . %0 $0 $0 $0 $0 $0 40 50
Port Loan of Requlred Dev, Rmbmts® ’ -
Bond Proceeds3 $0 $0 50 $0 30 S0 50 50 S0 30 30 30
Prior Year Net Balance $0 50 50 30 30 30 S0 S0 50 $0 S0 $0
Total Sources of Funds $827,000 $841,000 $860,000 $876,000 $895,000 $911,000 $930,000 $948,000 $968,000 $986,000 $1,008,000 $1,027,000
IFD Uses of Funds .
Bq@ Debt Service® $666,364 $6§G,364 $666,364 $666,364 $666,364 $666,364 $666,364 _ 5666,364 $666,364 $666,364 $666,364 $666,364
Resdy Developer Loan’ %0 $0 40 50 $0 - $0 %0 50- %0 0 50 $0
Repdy Port Loan® $0 $0 $0 $0 $0 S0 $0 30 $0 $0 - 40 $0
Crane Cove Park Improvements $160,636 $174,636 $103,636 $209,636  $228,636  $244,636  $263,636  $281,636  $301,636  $319,636  $341,636  $360,636
Building 102 Electrical Improvements
Streetscape Improvements S0 S0 50 S0 $0 50 30 50 S0 50 50 S0
Total Uses of Funds $827,000 $841,000 -5860,000 $876,000 $895,000 $911,000 $930,000 $948,000 ) $968,000 $986,000 $1,008,000 $1,027,000
Net IFD Fund Balance $0 $0 $0 50 $0 50 $0 50 $0 $0 50 $0
$0 $0 $0 $0 $0 $0 $0 50 $0 50 $0 $0

Cumulative Waterfront Expenditures as a % of
Cumulative IFD Increment Deposits 76% 70% 65% 61% 58% . 56% 54% 52% 51% 50% 49% 48%

1 Term Is 45 years from the date that Project
Area E1 receives one hundred thousand -
{$100,000) In Incremental property tax revenue.

2 Projection of Assessed Value is provided in
Table 4. Projection of possessory interest/
property tax increment Is provided In Table 5.

2 Table 6.

4 Table7.

Page 17
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Appendix G-1

Sources and Uses of Funds
Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pler 70 - Historlc Core)

Port of San Francisco

Year 22 Year 23 Year 24 Yearis Year 26 Year 27 Year 28 Year 29 Year 30 Year 31 Year 32 Year 33
FY 38/39 FY 39/40 FY 40/41 FY 41/42 FY 42/43 FY 43/44 FY 44/45 FY 45/46 FY 46/47 FY 47/48 EY 48/49 FY 48/50
Avallable Property /Possessory Interest Tax Inc
City Share of Tax Increment: 100% $752,000  5768,000  $782,000  $799,000  $816,000  $831,000  $847,000  $863,000  $881,000  $900,000  $917,000  $935,000
ERAF Tax Increment 100% $295,000 $301,000 $307,000 $313,000 $319,000  $326,000 $332,000  $339,000  $346,000 $353,000 $360,000 $367,000
Annual Total $1,047,000 $1,069,000 $1,089,000 51,112,000 $1,135,000 $1,157,000 $1,179,000 $1,202,000 $1,227,000 $1,253,000 $1,277,000 $1,302,000
IFD Sources of Funds
Annual Tax Increment $1,047,000 $1,069,000 $1,089,000 51,112,000 $1,135,000 $1,157,000 $1,179,000 $1,202,000 $1,227,000 81,253,000 51,277,000 $1,302,000
Developer Loan - Not Required Tasks’ 50 $0 $0 $0 $0 $0 50 0 $0 $0 $0 $0
Port Loan, Bldg. 102 + 20th St. Sidewali® %0 30 50 $0 30 30 30 S0 50 30 $0 $0
Part Loan of Required Dev. Rmbmts® .
Bond Proceeds3 50 S0~ $0 50 $0 S0 S0 $0 $0 50 $0 80
Prior Year Net Balance S0 S0 $0 $0 S0 S0 S0 $0 S0 50 S0 0]
Total Sources of Funds $1,047,000 $1,069,000 $1,089,000 $1,112,000 §1,135,000 §1,157,000 $1,175,000 $1,202,000 $1,227,000 $1,253,000 §1,277,000 $1,302,000
IFD Uses of Funds
Bond Debt Service® . $666,364 $666,364 ~ $666,364 $666,364 $666,364 $666,364 $666,364 $666,364 $666,364 $666,364 $666,364 $666,364
RR@ay Developer I‘.ozm4 $0 350 $0 30 $0 350 © 50 30 30 S0 50 30
Regay Port Loan® ; $0 $0 40 - $0 $0 50 $0 $0 . $0 $0 %0
Efhe Cove Park Improvements . $380,636 $402,636 5422,636 $445,636 $468,636 $490,636 $512,636 $535,636 $560,636 $586,636 - $610,636 $635,636
Building 102 Electrical Improvements -
Streetscape Improvements s0 S0 S0 $0 $0 S0 S0 30 S0 S0 $0 S0
Total Uses of Funds _ $1,047,000 $1,069,000 $1,089,000 $1,112,000 $1,135,000 51,157,000 $1,179,000 $1,202,000 $1,227,000 $1,253,000 $1,277,000 $1,302,000
Net IFD Fund Balance $0 $0 $0 $0 30 $0 $0 $0 50 $0 $0 $0
$0 $0 $0 S0 $0 50 $0 - 50 S0 $0 $0 $o
Cumulative Waterfront Expenditures as a % of
Cumulative’IFD Increment Deposits 47% 47% 46% 46% 46% 45% 45% 45% 45% 45% A46% 46%
1 Termis 45 yeafs from the date that Project
Area E1 recelves one hundred thousand
($100,000} In Incremental property tax revenue,
2 projection of Assessed Value Is provided In
Table 4, Projection of possessory Interest/
property tax increment Is provided in Table 5.
3 Table 6.
4 Table7.
Page 18
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rendix G-1

irees and Uses of Funds
‘astructure Financing Plan

‘astructure Financing District No. 2, Sub-Project Area G-1 (Pler 70 - Historic Core)

*t of San Francisco

Year 34 Year 35 Year 36 Year 37 .Year 38 Year 39 "Year 40 - Year 41 ‘Year 42 Year 43 Year 44 Year 45
FY 50/51 FY 51/52 FY 52/53 FY 53/54 FY 54/55 FY 55/56 FY 56/57 FY 57/58 FY 58/59 FY538/60 " FY60/61 FY 61/62
allable Property /Possessory Interest Tax Inc
y Share of Tax Increment 100% $854,000 $974,000 $992,000 §$1,012,000 51,033,000 $1,054,000 351,075,000 $1,095,000 $1,118,000 $1,140,000 $1,163,000 $1,186,000
AF Tax increment 100% $374,000 $382,000 $389,000 $397,000 $405,000 $413,000 $421,000 $430,000 $438,000 $447,000 $456,000 $465,000
nual Total $1,328,000 31,356,000 $1,381,000 $1,405,000 $1,438,000 $1,467,000 $1,496,000 $1,525,000 $1,556,000 $1,587,000. $1,619,000 51,651,000
) Sources of Funds . : : '
inual Tax Increment $1,328,000 $1,356,000 $1,381,000 $1,409,000 $1,438,000 $1,467,000 '$1,496,000 $1,525,000 $1,556,000 $1,587,000 $1,619,000 $1,651,000
weloper Loan - Not Required Tasks’ $0 40 $0 $0 50 50 $0 50 s0 50 50 $0
irt Loan, Bldg. 102 + 20th St. Sidewalk’ $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
irt Loan of Required Dev. Rmbmts® ’ R
nd Proceeds3 s0 $0 50 50 $0 $0 30 $0 30 $0 $0 $0
for Year Net Balance $0 $0 50 50 $0 $0 $0 $0 $0 S0 50 S0
»tal Sources of Funds $1,328,000 $1,356,000 $1,381,000 51,409,000 $1,438,000 $1,467,000 $1,496,000 $1,525,000 $1,556,000 $1,587,000 51,619,000 $1,651,000
D Uses of Funds
ankJebt Service’ $666,364 $0 $0 50 50 $0 50 30 50 50 30 30
epaybeveloper Loar’ - 40 $0 $0 50 $0 30 $0 50 50 50 $0 50
epSyPort Loan* $0 ) $0 $0 $0 $0 $0 $0 %0 $0 $0 $0
rane Cove Park Improvements $661,636 $1,356,000 $1,381,000 $1,409,000 $1,438,000 $1,467,000 $1,496,000 $1,525,000 51,556,000 $1,587,000 $1,619,000 $1,651,000
uilding 102 Electrical Improvements ' :
treetscape Improvements $0 50 50 30 $0 $0 50 50 $0 50 30 30
otal Uses of Funds $1,328,000 51,356,000 $1,381,000 $1,408,000 $1,438,000 $1,467,000 $1,496,000 $1,525000 $1,556,000 $1,587,000 51,619,000 $1,651,000
let IFD Fund Balance $0 " 50 30 $0 50 30 $0 S0 $0 S0 $0 - 50
$0 '$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
;umulative Waterfront Expenditures as a % of
:umulative IFD Increment Deposits 46% 48% 50% 52% 54% 55% 57% 59% 60% 61% 63% 64%
1 Term Is 45 years from the date that Project
Area E1 receives one hundred thousand
($100,000) In incremental property tax revenue,
 projection of Assessed Value is provided in
Table 4, Projection of possessory Interest/
property tax increment I$ provided in Table 5.
3 Table 6.
4 Table 7.
Page 19
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Tahle 3

Appendix G-1

Cost Estimate for Streatscape Improvements

Infrastructure Financing Plan

Infrastructure Financing Dlstrict No. 2, Sub- Pro]ect Area G-1 (Histaric Core, Pler 70)
Port Of San Francsico

. PROJECT
. BASE DESIGN MANAGEMENT CONTINGENCY TOTAL
ITEMS QUANTITY UNIT UNIT COST COST (10%) {5%) (30%) UNIT COST AMOUNT
TiFols St Eaat SIdey 10, BIdGEI 016 R e P e D e e g
Remove chain-ink fence around ‘Bldg 101 148 linear feet $10.00 $1.00 0.50 $3.00 $14.50 $2 103
Replace historic fence around Bldg 101 145 linear feet - $20.00 $2.00 1.00 $6.00 28,00 $4,206
Remove Asphalt 40 square feet $10.00 $1.00 0.50 3.00 14.50 $580
Upgrade curb ramps at the east side of IIIInols at 20th to meet ADA standards 4 each $3,000,00 $300.00 $150.00 $900.00 $4,350.00 $17.400
Subtotal ) $24,288
Estimate Permit Costs 10% $2,429
: Total Cost 26,716
20¢hIStANGHHHISIHE(WeEE 6 Gac g A R R S G PN R IR RTINS (i i e S e e
Patch concrete segments and clean up debris (20% of total square feef) 1,120 square feet 11,00 1.10 $0,55 $3.30 $15.95 $17,864
Fix historical fence (Bldg 101) 170 linear feet 30.00 3,00 $1.50 $8.00 $43.50 $7,395
Remove chaln link fence (Bldg 104) 155 linear feet 10.00 1.00 $0.50 $3.00 $14.50 $2,248
Subtotal $27,507
Estimate Permit Costs 10% $2,751
Total Cost $30 257
20thSEY gt Gaa Fgial R R e R A R S B T ‘ammwmr | R e R A M A R e e S R
g:;/gD(ﬁopsg;;;::\;eljt:r;;;;ovements leading north to the parking lot with boliards AND truncated a0 linear feet $100.00 $10.00 $5.00 $30.00 $145.00 $13,060
Install a continental style crosswalk (north) per Sherwood plan dated 3/6/14 35 [Inear feet $18.00 $1.80 0.80 $5.40 $26.10 $914
Install a continental styls crosswalk (west) per Sherwood plan dated 3/6/14 45 \inear feet $18,00 $1.80 0.90 $5,40 $26.10 $1,175 -
Install ADA-compllant curb ramps per Sherwood plan 3 each $3,000.00 $300.00 $150.00 $200.00 $4,350.00 $13,050
Subtotal $28,188
Estimate Permit Costs 10% $2,819
Total Cost

A R P Ay

$31,007

; R P T b B B R e R A R I R SRS
Remove chain-link fance 225 linear feet $10.00 - $1.00 $0.50 $3.00 .§14.50 $3,263
Shoring of Bidg 103 to open sldewalk 215 linear feet N/A N/A
Overlay asphalt sidewalk and clean up debris (100%) 2,500 square feet $4.00 $0.40 $0.20 $1.20 $5.80 $14,500
: Subtotal $17,763
Estimate Permlt Costs 10% §1,776
. Total Cost| $19,539
20t end Lo sl an gl £ e b o B B R R PR DT R e B e A A B R R et
Add ADA-compliant curb ramps per Sherwood plan 4 each $3,000.00 $300.00 $150.00 $800.00 $4,350.00 $17,400
Add crosswalk (west) per Bherwood plan 45 linear feet §18.00 $1.80 $0.80 $5.40 $26.10 $1,175
Install bollards on the north side (spaced &' OC) 1o prevent parking 9 each $400.00 $40,00 $20.00 $120.00 $580.00 $5,220
Add crosswalk (south) per Sherwood plan 50 linear feet $18.00 $1.80 $0.80 $5.40 $26.10 $1,305
Partial rermoval of Bldg 113 landing at the SW corner {(approximately 23' from bulldlng corner), should 1,725 .
align with gap between 1st and 2nd window (epP Y ) (25';23‘*3') cuble fest 35.00 $0.50 $0.25 $1.50 $7.25 $12,608
Rebulld concrete sldewalk at the SW corner 575 square fest $11.00 $1.10 $0.55 $3.30 $15.85 $8,171
Add stop signs at 20th and Louisiana 3 each $300.00 $30,00 $15.00 $90.00 $435,00 . 31,305
] Subtotal 548,082
Estimate Permit Costs] ~ 10% 84,808
Total Cost $52,890

repared by CHS
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700
jyrade parking area (290%20°1,5Y cubic fest $3,50 $0,35 $0.1B $1.05 $5.08 344,163
tall retalning wall 2860 IInear feet $60.00 $6.00 $3.00 $18.00 $87.00 $22.620
fall 10" wide asphalt sidewalk with a 6" curb on the east side only 3,000 square feet $4.00 $0.40 $0.20 $1.20 $5.80 $17,400
dify electrical equipment at the NE face of Bldg 113 1 sach $1,000.00 $100.00 $50.00 $300.00 $1,450.00 $1,450
d an overlay new asphalt pavement 10,000 square feet $10.00 $1.00 30.50 $3.00 $14.50 $145,000
move chaln-link fence 350 linearfeet $10.00 $1.00 $0.50 $3.00 $14.50 $5 075
iall chaln-link fence 300 linear feet $20.00 $2.00 $1.00 $6.00 29.00 $8,700
tall crosswalk at south side of Bldg 14 50 linear feet 318.00 - $1.80 $0,90 $5.40 $26.10 $1,305
tall ADA~-compliant curb cut at southeast of Bldg 14 1 each $3,000.00 $300.00 $150.00 $900.00 $4,350.00 $4,350
Hall ped/ADA path of travel foward courtyard (bollards and truncated domes) 350 linear feet $100.00 $10.00 $5.00 $30.00 $145.00 $50,750
Subtotal $300,803
Estimate Permit Costs 10% $30,080
Total Cost 330,883
HHESHISUth)Sd e IR R o R e D B R o e e s e e e P TPy
itch concrete sidewalk between Mlchlgan and Bldg 113 entrance (50%) 1,500 square feet $14.00 $1.10 30,55 $3.30
itch asphailt sidewalk between Blidg 113 and Loulsiana (100%) 3,000 square fest $4.00 $0.40 $0.20 1$1.20 X
stall ADA~compliant curb ramps at Bidg 113 entry 2 gach . $3,000.00 $300.00 $150.00 $900.00 X
stall & 2-6% ramp adjacent to sireet at west end of Bldg 113 800 cublc feet $18.00 $1.80 $0,80 $5.40 $26.10 $20,880
stal] stalrs adjacent to West end of Bidg 113 50 . cubic fest $18.00 $1.80 $0.80 $5.40 26,10 $1,308
id raliing along edge where drop off exceeds 18" 60 linear feet $50.00 $5.00 $2.50 $15.00 72.50 $4,350
1d ADA-compliant curb ramps at Michigan 2 each $3,000.00 $300.00 $150.00 $300.00 $4,350.00 $8,700
id a crosswalk at west of Bldg 113 30 linear feet $18.00 $1.80 0,90 $5.40 $26.10 3783
M Subtotal $0,00 $0.00 $0.00 $0.00 $86,043
Estimate Permit Costs 10% $8,604
Total Cost| $94,647
g S A A B B A S R B S T TS R e R e B e B PR e T
dd a ped/ADA path of trave| on west side of street 360 linear feet $100.00 $10.00 $5.00 $30.00 $145.00 $52,200
dd asphalf overlay 12,500 square feet 10.00 $1.00 $0.50 $3.00 $14.50 $181,250
dd a crosswalk at south end of Michlgan 28 linear feet $18.00 $1.80 $0.80 $5.40 $26.10 3731
urbagd gutter for the east side of Michigan 360 linear feet $32.00 §3,20 $1.60 $8.60 §46.40 516,704
oo Subtotal . $250,885
oy Estimate Permit Costs 10% $25,088
Total Cost $275,973
1stalllstreetiElgRting ! (Spaced 400 C) R R e R e T e | A Lo A o BT S e o A e i R S L
ouisiana 3 each 0,000.00 ,000.00 $500.00 3,000,00 4,500,00 43 500
ieorgla 1 gach 10,000.00 1,000.00 $500.00 3,000.00 14,500.00 14,500
fichigan 3 each 0,000.00 1,000.00 $500,00 3;,000.00 4,600.00 343,500
Oth 12 each 10,000.00 $1,000.00 $500.00 3,000.00 14,500.00 $174,000
Subtotal . - ' §275,500
Estimate Permit Costs 10% $27,550
saos 050

A

Total Cust

2[ER 70 INFRASTRUCTURE FINANCING DISTRICT PHASE 2 IMPROVEMENTS

A AR

R

>OST ESTIMATES

PROJECT

. BASE DESIGN MANAGEMENT CONTINGENCY TOTAL
TEMS QUANTITY UNIT UNIT COST COST (10%) (5%) {30%) * UNIT COST AMOUNT
HlriolsSeREStiSdewal k(IR frontiof£BIdgs1201/and/40) SUgRmEY R R A A T R e e e R T P DR
ajgagrgzgietrdagl{zlsg%:::ﬂa(tp%?;z”lgggclisl.ll(’(neavr‘\ldpl?:ﬁliys lgg:tleg)ead and controller bDX)' and remove 1 [ump sum $215,000.00 $21,500,00 $10,750.00 $64,500.00 $311,750.00 $311,750
Subtotal '$311,750
Estimate Permit Costs 10% $31,175
$342 925

Total Cost

repared by CHS )
\Sf-fs2\wp\18\18067\015\FD cash flow 09 27 15; chs; 11/4/2015
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‘able 4

\ppendix G-1

\ssessed Value and Possessory Income Tax Projection - Capltallzed Income Approach to Valuation
nfrastructure Financing Plan

nfrastructure Financing District No. 2, Sub-Project Area G-1 (Pler 70 - Historic Core)

‘ort of San Franclsco

FY 15/16 FY 16/17 FY 17/18 FY 18/18 FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY 26/274 FY 27/28 FY 28/29
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“able 4

\ppendix G-1

Assessed Value and Possessory Income Tax Projectlon - Capltalized Income Approach to Valuation
nfrastructure Financing Plan

nfrastructure Financing District No. 2, Sub-Project Area G-1 (Pler 70 - Historic Core)
2 ort of San Francisco

FY29/30 FY30/31 FY31/32 FY32/33 FY33/34 FY34/35 FY35/36 FY36/37 FY37/38 FY38/39 FY39/40 FY40/41 FY41/42 FYA2/43 FY43/44 FY 44/45 FY A5/46
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Tahle 4

Appendix G-1

Assessed Value and Possessory Income Tax Projection - Capitallzed Income Approach to Valuation
Infrastructure Flnancing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pier 70 - Historlc Core)

Port of San Francisco

FY 46/47 FY47/48 FYA48/49 FYA49/50 FY50/51 FY51/52 FY52/53 FY53/54 FY54/55 FYS55/56 FY56/57 FY57/58 FY58/53 FY59/60 FY60/61 FY 61/62
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Table 5

Appendix G-1 )

Assessed Value and Property Tax Projection
Infrastructure Financing Plan

Infrastructure Flnancing District No. 2, Sub-Project Area G-1 (Pler 70 - Historlc Core)

Port of San Francisco -

Property Tax Projection Npv 2 FY16/17 FY17/18 FY18/19 FY19/20 FY20/21 FY21/22 FY22/23 FY23/24| FY24/25| FY25/26 FY26/27 FY27/28
Incremental AV on Tax Roll {$1,000s) 1 » $3,998 $39,980 $59,970 $79,960‘ $81,559  $83,191 $84,854 $86,552{  $88,283 $90,048 $91,849 593,686
Property Tax increment at 1% 1.00% $26,036,766 $39,980 $399,801 $599,702 $799,603 $815,595 5831,907 $848,545 $865,516] $882,826( $900,482 5918,492 $936,862
Property Tax Distributed to IFD .
General Fund 64.59% $16,815,784 $25,800 $258,000 $387,000 $516,000 $526,000 -$538,000 $547,000 $560,000f $570,000| $583,000 5594,000 $604,000
ERAF 25.33% $6,596,031 $10,100 $101,000 $152,000 $203,000 $207,000 $2131,000 $215000 $219,000f $224,000| $228,000 $233,000 $237,000
Total 89.92% $23,411,815 $35,900 $359,000 $539,000 $719,000 $733,000 $743,000 $762,000 $779,000{ $794,000{ $811,000 $827,000 $841,000
*Table 4

G8¢
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Tahle 5

Appendix G-1

Assessed Value and Property Tax Projection

Infrastructure Financing Plan .

Infrastructure FInancing District No. 2, Sub-Project Area G-1 (Pler 70 - Historic Core)
Port of San Francisco

Property Tax Projection Npy 2 FY28/29 FY29/30 FY30/3% FY31/32 FY32/33 FY33/34 FY34/35 FY35/36 FY36/37 FY37/38 FY38/39 FY39/40

Incremental AV on Tax Roli {$1,000s) * $95,560 ‘597,471 $99,421 $101,409 $103,437 $105,506 $107.,616 $109,768 $111,964 $114,203 5116,487 $118,817
Property Tax Increment at 1% 1.00% $26,036,766] $955,599 $974,711 $994,205 $1,014,089 $1,034,371 $1,055,059 $1,076,160 $1,097,683 $1,119,637 $1,142,029 $1,164,870 $1,188,167

Property Tax Distributed to IFD

General Fund 64.59% $16,815,784 $618,000 - $629,000 $643,000 $654,000 $668,000 $681,000 SSQS,OOO_ $708,000 $724,000 $738,000 $752,000 $768,000
ERAF 25.33% $6,596,031 $242,000 $247,000 $252,000 §$257,000 $262,000 $267,000 $273,000 $278.000 $284,000 $289.000 $295.000 $301,000
Total 89.92% $23,411,815 $860,000 $876,000 $895,000 $911,000 $930,000 $948,000 $968,000 $986,000 $1,008,000 $1,027,000 $1,047,000 51,069,000
tTable 4
N
oo
o
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Table 5

Appendix G-1

Assessed Value and Property Tax Projection
Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pier 70 - Historic Core)

Port of San Francisco

Property Tax Projection NpY 2 FY 40/41 FYA41/42 FYA42/A3 FYA43/44 FYA4/A5 FYA45/46 FY46/47 FYA47/48 FYAB/4S FY49/50 FY50/51 FY51/52
Incremental AV on Tax Roll ($1,OOOS)1 $121,193 $123,617 $126,088 $128,611 5131,183 $133,807 $136,483 $139,213 $141,997 $144,837 $147,734 $150,688
Property Tax Increment at 1% 1.00% $26,036,766( $1,211,931 $1,236,169 51,260,893 $1,286,111 $1,311,833 $1,338,069 $1,364,831 $1,392,127 $1,419,970 51,448,369 $1,477,337 51,506,884
Property Tax Distributed to IFD .
General Fund 64.59% $16,815,784] - $782,000 $799,000 $816,000 5$831,000 $847,000 $863,000 $881,000_ $900,000 $917,000 $935,000 $954,000 $574,000
ERAF 25.33% $6,596,031 $307,000 $313,000 5319,000 $326,000 §332,000 $339000 3346000 $353,000° 8360,000 5367,000 S374,000 5382,000
Total 89.92% $23,411,815| $1,089,000 $1,112,000 $1,135,000 $1,157,000 $1,179,000 $1,202,000 $1,227,000 $1,253,000 $1,277,000 $1,302,000 $1,328,000 $1,356,000
' Table 4

L8¢
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Table 5
Appendix G-1

Assessed Value and Property Tax Projection

Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pier 70 - Historic Core)

Port of San Francisco

Property Tax Projectlon

NPV 2

FY52/53 FY53/54 FY54/55. FY55/56  FY56/57 FY57/58 FY58/59 FY59/60 FY60/61 FY61/62

 Incremental AV on Tax Roll ($1,000s) *
Property Tax Increment at 1% 1.00%

Property Tax Distributed to IFD

General Fund . 64.59%
ERAF ’ 25.33%
Total C89.92%
! Table 4
N
fo )
[0e]

$26,036,766

. $16,815,784

$6,596,031

$23,411,815

$153,702 $156,776 $159,912 $163,110 §$166,372 5169,700 $173,094 $176,555 $180,087 $183,688
$1,537,021 $1,567,762 $1,599,117 $1,631,099 $1,663,721 $1,696,996 $1,730,935 $1,765,554 $1,800,865 $1,836,883

$992,000 $1,012,000 $1,033,000 $1,054,000 $1,075,000 §1,095,000 $1,118,000 $1,140,000 $1,163,000 $1,186,000
$389,000 $397,000 $405,000 $413,000 $421,000 $430,000 $438,000 3$447,000 $456,000 $465,000
$1,381,000 $1,409,000 51,438,000 $1,467,000 $1,496,000 $1,525,000 $1,556,000 $1,587,000 $1,619,000 $1,651,000

Ceyser Marston Associates, Inc.; WSf-fs2\wp\10\19067\015\FD cash flow 09 27 15; B 3 prop tax; 11/4/2015; i
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Table 6

Appendix G-1

Loan Advances to be Repaid by IFD
Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pier 70 - Historic Core)

Port of San Francisco

Loan Terms

Port Loan

Developer Loan
IFD or CFD Bond

Interest_ Rate

4.41%

4.50%
6.50%

Term
15
15
30

DCR

110%

[ssuance
Costs

1%
10%

Interest rate shall be riate set foth in the most senlor construcitn loan for the initial improvements. OD| pro forma dated

1 3/27/15 reflects a constructionloan rate of 4.5%.

FY 16/17 FY 17/18 FY 18/19 FY 19/20 FY 20/21 FY 21/22
Gross Loan Amounts Total
Port Loan for Bldg. 102 $3,203,428 S0 S0 S0 SO S0 $3,203,429
Developer Required Reimbursements to
Past (Amounts to be credited against
otastanding Deferred Port Transaction
C%osti. Effectively a Port Loan to IFD) $300,049 $225,726 SO SO o) 50 $525,776
Developer Loan for "Not Required/Other
Tasks" $303,883 $486,801 . 80 $0 SO S0 $790,684
IFD or CFD Bonds © S0 S0 58,701,827 58,701,827
Net Loan Proceeds
Port Loan for Bldg. 102 $3,203,429 $0 '$0 $0 $0 $0 $3,203,429
Developer Regquired Reimbursements to :
Port (Effectively a Port Loan to IFD) $300,049 $225,726 - $0. 50 $0 $0  $525,776
Developer Loan for "Not Required Tasks" $300,844 $481,933 S0 o) $782,777
IFD or CFD Bonds o) o) 50 50 SO $7,831,644 $7,831,644

Keyser Marston Associates, Inc.; WST-fs2\wp\18\19067\015\FD cash flow 09 27 15; B 4 IFD distn; 11/4/2015; |j ‘
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Table 7

Appendix G-1

Amortization of Developer and Port Loans

Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pier 70 - Historic Core)
Port of San Francisco

FY 16/17 Fy17/18 Fy 18/19 FY 19/20 FY 20/21 R 21/22

Developer Loan #1 - Other Tasks

Beginning Balance , $303,883 $299,558 $133,538 S0 S0
Payments . $18,000 ‘ $179,500 $139,547 o) SO
Interest’ $13,675 $13,480 " $6,009 S0 . S0
Remaining Balance $299,558 $133,538 80 ] S0
Developer Loan #2 - Other Tasks - o
Beginning Balance _ ' $486,801  $508,707  $401,646 $0
Payments $0  $129,953  $419,720 $0
Interest $21,906 $22,892  $18,074 $0
Remaining Balance $508,707  S$401,646 30 S0
Port Loan #1 - Bldg 102 : )
z Beginning Balance $3,203,429 $3,326,700 3,293,907 $3,169,669 3,010,171 52,409,920
O Ppayments. $18,000 $179,500 $269,500 $299,280 $733,000 2,516,197 -
Interest $141,271 $146,707 $145,261 §139,782 $132,749 $106,277
Remaining Balance $3,326,700  $3,293,907 $3,169,669 53,010,171 $2,409,920 S0

Port Loan #2 - Reqd Reimbursement,

2016/17 , -
Beginning Balance $300,049 $313,281 §327,097 $341,522 $356,583 'S372,308
Payments . : ] o] $0 SO S0 $388,727
Interest ) $13,232 $13,816 $14,425 $15,061 $15,725 $16,419
Remaining Balance $313,281 $327,097 $341,522 ° $356,583 $372,308 $0

Port Loan #3 - Reqd Reimbursement,

2017/18
Beginning Balance §225,726 $235,681  $246,075 $256,926 $268,257
Payments S0 S0 ) S0 $280,087
Interest ) ' ' $9,955 $10,394 510,852 $11,330 511,830
Remaining Balance ' 5235,681 $246,075  $256,926 $268,257 S0

Keyser Marston A==nciates, Inc.; \Sf-fs2\wp\19\19067\015\IFD cash flow 09 27 15; B 4 IFD distn; ** **/2015; | Page a1



Table 8

Appendix G-1

IFD Public Facility Improvement Schedule
Infrastructure Financing Plan

Infrastructure Financing District No. 2, Sub-Project Area G-1 (Pier 70 - Historic Core)

Port of San Francisco

Public Facilities to be Funded by IFD

Illinois St., East Sidewalk

Traffic Signal at 20th /Mllinois

20th St., north side (west of Georgia)
20th St, at Georgia

20th St., north side {east of Georgia)
20th and Louislana Intersection
Louisiana Street

20th Street, south side

Michigan Street

Street Lighting _
@dg. 102 Electrical Improvements
“Fotal facilities, before Crane Cove Park
Crane Cove Park Improvements

Total Public Facilities to be funded by IFD

Party to
Total Cost Est.  Advance __ODI Funding Estimated Allocation -
2015/16 Completion Funds Reguirements per DDA® Required Other
$27,517 FY 2016/17 "~ oDl Required/Other $13,759 $13,759
$70,643 FY2017/18 ODl  Required 570,643 :
$31,165 FY 2016/17 OD!  Required $31,165
$31,937 FY?2016/17 ODI  Other task $31,937
$20,125 FY 2016/17 Port
$54,477 FY 2016/17 ODl  Required/Other $27,239 $27,239
$340,809 FY 2016/17 OD! Required/Other $170,405 ) $170,405
$97,486 FY2016/17 ODI  Required/Other $48,743 548,743
$284,252 FY2017/18 OD! Required/Other $142,126 $142,126
§312,142 'FY2017/18 OD!  Othertask 0 $312,142
'$3,090,000 FY2016/17° Port $504,079 $746,3'50'
$4,360,553
$13,899,123
518,259,676

1 Under the DDA, Orton must advance funds to pay for all Required ODI Tasks (aka Required Port Benefit Tasks). Although Orton will be reimbursed for the Certified Port
Benefit Costs, such costs will be reduced by 100% of the outstanding deferred Port Transaction Costs,.if any, and the remaining balance of Certified Port Benefit Costs after
application of any outstanding Deferred Port Transacation Costs ("Outstanding Port Benefit Cost") will accrue simple Interest on a monthly basis at a rate equal to the
monthly interest rate set forth in the most senior construciton loan for the initial improvements. Port Transaction Costs total $1 million. Given that Required Port Benefit

Tasks total approximately $504,000, it is assumed that ODI's advance of these funds will be credited against the Port Transaction Cost obligation.

Keyser Marston Associates, Inc.; \Sf-fs2\wp\1 9\19067\015\FD cash flow 09 27 15; B 4 IFD distn; 11/4/2015; jj
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ATTACHMENT 1:

FISCAL AND ECONOMIC IMPACT ANALYSIS
PIER 70 — HISTORIC CORE
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. EXECUTIVE SUMMARY

This report has been prepared to comply with Threshold Criteria 5 of the adopted and amended
“Guidelines for the Establishment and Use of an Infrastructure Financing District (IFD) with
Project Areas on Land under the Jurisdiction of the San Francisco Port Commission”. Pursuant
to the Guidelines, the financing plan for each Port IFD must: 1) demonstrate that the Project will
generate a net economic benefit; and 2) project the net f scal impact to the Clty s General Fund
over the term of the IFD.’

The subject Project is the rehabilitation of the 20" Street historic buildings on Pier 70 to be
undertaken by Historic Pier 70, LLC, which is a development entity formed by Orton
Development, Inc. (ODI). A more detailed description of the Project is provided in Section IIA.
The Port and ODI have executed a series of transaction documents, including a Lease
Disposition and Development Agreement (LDDA) and Lease No. L-15814 to govern the
construction and operation of the property over the 66-year lease term. This analysis reflects the
terms of the governing agreements and the operating projections contained in the development
pro forma submitted by OD! on March 27, 2015, which is the most recent available pro forma.

This analysis is an update of the fiscal and economic impact estimates contained in the “Fiscal
Responsibility and Feasibility” report submitted by the Port for the Pier 70 — Historic Core
Project, which was adopted by the Board of Supervisors in 2012.

1. Fiscal Benefits to the City of San Francisco. The rehabilitated buildings are anticipated to
generate a significant annual net surplus fo the City's General Fund. On-going revenues to
the City directly generated by the Project include new gross receipts taxes, sales taxes,
property taxes in-lieu of motor vehicle license fees, utility user taxes, and other taxes.
General Fund expenses generated by the Project will be comprised of police, ﬁre and
emergency medical services. It is estimated that the net present value of the surplus over
the Infrastructure Financing District (IFD) term to the City’s General Fund will total from $5.1
million to $8.0 million, depending on the magnitude of gross receipts tax to be generated by
the Project’s tenants. On an annual basis, it is estimated that upon stabilization, the Project
will generate an annual net General Fund Surplus of $142,000 to $273,000 per year.

' 2. Direct, Indirect, and Induced Economic Benefits to the City. It is estimated that the
Project will create approximately 460 full-time jobs, with an average annual payroll of $31
‘million and output of $72 million. In addition to the direct benefits to be generated by the
Project, the new businesses and employees will support other businesses in San Francisco

~ and the region through expenditurés on materials, retail goods, and services. Total direct,

! Threshold Criteria 8,7, and 8 of the Guidelines, which relate to the share to tax increment allocated fo the City and
ERAF and ERAF’s excess share of tax increment are addressed in the Infrastructure Financing Plan for Pier 70 —,
Historic Core.

N
(<]
a
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indirect, and induced impacts are anticipated to be 780 jobs with annual payroll of $50
million and output of $106 million. Project construction is expected to generate a total direct,
indirect, and induced impact of 705 jobs, $45 million of payroll, and $115 million of output
during the construction period. : '

3. Long-Term Project Operating and Maintenance Costs. The Project will generate an
additional demand for police, fire, and emergency medical services from the City of San
Francisco. Fire department costs are estimated to total $2.9 million and police department
costs are estimated to total $900,000 over the term of the IFD. The Project will not generate
any new maintenance costs to be borne by the City. The cost to operate and maintain Crane
Cover Park is estimated at $400,000 per year but 100% of these costs will be funded
through a Maintenance Community Facilities District. The cost of maintaining the public
plaza within the Historic Core leasehold will be privately funded by the tenant.

4. Debt Load to be Carried by the City or the Port. The public investment is $24 million from
the City'through its Seismic Safety Loan program, which is funded via a general obligation
bond, and $1.5 million to be provided by the Port for Building 113 seismic improvements and
$3 million to be advanced by the Port for improvements to Building 102 to serve the BAE
shipbuilding operation. The Port’s contribution will be funded from available cash resources.

296
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1L INTRODUCTION

This report has been prepared to comply with Threshold Criteria 5 of the adopted and amended
“Guidelines for the Establishment and Use of an Infrastructure Financing District (IFD) with

Project Areas on Land under the Jurisdiction of the San Francisco Port Commission”, Pursuant
to the Guidelines, the ﬁnahcing plan for each Port IFD must: 1) demonstrate that the Project will

generate a net economic benefit; and 2) project the net fiscal impact to the City’s General Fund

over the term of the IFD.

This report evaluates the anticipated performance of the proposed rehabilitation project of the
_ 20™ Street historic buildings on Pier 70 to be undertaken by Orton Development, Inc. (ODI)
relative to these two criteria. ) '

The Port and ODI have executed a series of transaction documents, including a Lease -
Disposition and Development Agreement (LDDA) and Lease No. L-15814 to govern the
construction 'and operation of the property over the 66-year lease term. This analysis reflects the
terms of the governing agreements and the operating projections contained in the development
pro forma submitted by ODI on March 27, 2015, which is the most recent available pro forma.

Project Description

The Project focuses on the rehabilitation and tenanting of eight historic structures on Pier 70.
These buildings are in need of substantial investment. Several are “red-tagged” due to structural
problems and unusable in their current state. Two are unreinforced masonry buildings. All need
full system replacements to provide new elecfrical, fire safety, phone, data, water, sewer and
gas utilities. The buildings need to be modernized o address current code requirements for
structural stability, exiting; accessibility, and life safety. New roofs are required in most cases as
well as remediation of asbestos, lead paint and other hazardous building conditions. A recent
Port 10 year Capital Plan estimated that returning these buildings to their current use would cost
$109 million. Transferring this obligation to ODI and bringing these buildings back to productive
use is the primary public, financial, and fiscal benefit of this project. ~

As detailed below, the buildings to be rehabilitated by ODI total 267,000 square feet. The
Developer will return the buildings-to profitable use while maintaining their historic fabric. As
proposed, the Project will be occupied by a mix of light industrial, office, health care, and
restaurant uses. Building 101 and 104, as former Bethlehem steel and.Union lronworks office
buildings, will return to office use with the technological capabilities required for modern
businesses. The former powerhouse (Building 102) will become a restaurant. The Union
lronworks Machine shop (Building 113) will be occupied by health care uses. Surrounding
warehouses (Buildings 114/115/116 and Building 14) will return to industrial and educational
use as food technology and artisanal production centers, mirroring the high-quality “maker” type

Keyser Marston Associates, Inc. 297 Page 3
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businesses currently thriving in the Dogpatch neighborhood. It is assumed that the tenant mix
will be similar in nature to that occupying the neighboring American industrial Center.

Exhibit 1

), ; .Develoﬁﬁr‘gfiﬁ?@% T
a_bllltatlon (;f#ZOth Street‘Hlstorlc Buﬂdmgs‘a i

Building Land Use Gross SF Net SF

Building 101  Office / Light Industrial 61,311 58,245
Building 102  Restaurant 11,266 10,703
Building 104  Office + 45,759 43,471
Building 113 Healthcare 77,530 60,743
Building 114  Light Industrial 16,088 15,444
Building 115 Light Industrial 13,078 12,555
Building 116  Light Industrial 25,270 24,259 '
Building 14 Light Industrial 16,315 15,662

Total . 266,617 241,082

N AQ.0
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1. FINANCIAL BENEFITS
A. Fiscal Benefits to the General Fund of the City of San Francisco
1. Net General Fund Fiscal Impacts

While the primary objective of the Project is to rehabilitate the historic buildings and make them
a vibrant part of the surrounding community, the Project is also anficipated to generate a
significant amount of annual net revenue to the General Fund of the City and County of San
Francisco. As summarized below, it is estimated that in the first year of stabilization (FY
2018/19), the Project will generate approximately $174,000 in a lower revenué scenario and
$304,000 in a higher revenue scenario, to the General Fund. The net present value of the
General Fund surplus over the term of the IFD is estimated to range from $5.1 million to $8.04
million. '

Exhibit 2

Revenues

Possessory Interest Tax

Not Deposited in IFD $0 50 %0 %0 $0 $0
Gross Receipts Tax : 0 0 0 $119,400 $193,400  $17,343,100
Sales Tax $78,300 $68,300  $6,156,700 $78,300 $68,300  $6,156,700
Utility Users Tax $42,700 $51,300  $4,607,600 . $42,700  $51,300 $4,607,600
Prop. Tax In-Lieu of VLF $46,900 $63,900  $5,835,500 $46,900 $63,900  $5,835,500
Business Registration Fee $48,900 $58,100 55,225,400 $21,000 $24,900 $2,239,500
Property Transfer Tax $0 $0 $0 $0 $0 $0°
Other Taxes and Fees  $114,500 $22,800  $2,144,200 $114,500 $22,800  $2,144,200
Total Revenues $331,300 $264,400 $23,969,400 $422 800 $424 600 $38,325,600
Expenditures : :

Police $17,500 $20,900  $1,881,300 $17,500 $20,900  $1,881,300
Fire and EMS $58,100 $69,800 $6,271,400 $58,100 $69,800 $6,271,400
Total Expenditures . $75,600 ~$90,700 $8,152,700 $75,600 $90,700 $8,15_2,700

Net General Fund Impact

Nominal Dollars $256,000 - $174,000 $15,817,000 $347,000- $334,000  $30,174,000 |
82015 (3% discount) $234,000 $159,000  $7,392,000 $318,000 $306,000  $13,929,000
NPV (7% discount) $209,000 $142,000  $5,117,000 $283,000 $273,000 $8,041,000

'Parking tax; payroll tax; license, permit, and franchise fees; and fines, forfeitures, and penalties.

The greatest of the anticipated General Fund revenue sources is gross receipts faxes, which
could potentially account for 45% of expected revenues. Since businesses generating less than
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$1 million of gross receipts are exempt from the tax and the exact nature of future Project
businesses is not known, KMA has analyzed a lower revenue scenario in which the Project

" businesses are exempt 'fromthe_ gross receipts tax and a higher revenue scenario in which all
businesses generate sufficient receipts to be subject to the tax.

The net revenues are made up of Project-generated gross receipts taxes, sales taxes, property
taxes in-lieu of motor vehicle license fees, utility users taxes, business registration taxes,
parking taxes, and other taxes less anticipated Project service costs attributed to Police, Fire
and Emergency Medical Services, as further described below.

2. General Fund Revenues

The Project is estimated to generate approximately $264,000 to $425,000 of General Fund
-revenues in the first stabilized year (FY 2018/19). Over the term of the IFD, General Fund
revenues are estimated to total $11 million to $18 million, expressed in 2015 dollars. Gross
receipts taxes (in the higher revenue scenario), followed by sales taxes, property tax in-lieu of

- motor vehicle license fees, utility users taxes, and business registration fees, are expected to be
the leading categories of General Fund revenue to be generated by the Project. One hundred
percent (100%) of General Fund property tax revenues will be dedicated to the Project’s IFD,
and will not be available to the General Fund until FY 2062/63.

- @ Gross Receipts Tax Revenues — In November 2012, San Francisco voters approved
Proposition E instituting a gross receipts tax on businesses operating in the City and County
and changing business registration fees. The gross receipts tax replaces the City and
County’s payroll tax, and phases in from 2014 to 2018.

Businesses generating less than $1 million each year in gross receipts are exempt from the
tax. Since exact information on the operations of businesses to occupy Pier 70 is not
available at this time, KMA has estimated General Fund revenues under two scenarios. In
the lower revenue scenario the Project businesses are exempt from the tax, and in the higher
revenue scenario they are not.

The gross receipts tax is a share of total gross receipts. KMA estimates gross receipts of $76
million at 100% occupancy based on the relationship between gross receipts and employees
determined by the Minnesota IMPLAN Group for San Francisco County. The Minnesota
IMPLAN Group produces economic flow models that track inputs and outputs within given
geographic areas. KMA then adjusts estimated total gross receipts to reflect Project
occupancy in each year of the projection, as outlined in Orton Development Inc.’s 20th Street
Historic Buildings Pro Forma. Gross receipts are further adjusted by'a 75% factor to reflect
certain tax exclusions, such as for receipts generated outside San Francisco, and for bio-tech
and clean-tech activities in the first years the tax is in place. The gross receipts phase-in rate
is then applied, starting at 25% in 2015 and increasing'to 100% in 2018. The gross receipts
tax is calculated based on an estimated rate of 0.341% of gross receipts. Per the San

o010
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Francisco Business and Tax Regulations Code, Article 12-A-1: Gross Receipts Tax, the tax
rate varies by business type and by the amount of gross receipts generated. The 0.341% rate
is.an average of the rates for business types that we believe are representative of those
expected to occupy the Project (retail, wholesale, and services; manufacturing /
transportation / warehousing, information, biotechnology, clean technology, and food
services; private education / health, administrative, and miscellaneous; and financial /
insurance, professional, scientific, and technical services). The average is taken at the most
conservative tax rate tier, for gross receipts between $1 million and $2.5 million.

Gross receipts taxes are esﬁmated to total $7.9 million throughout the IFD term (expressed in
uninflated dollars), with approximately $193,000 of gross receipts taxes accruing to the
General Fund in FY 2018/19. ’ '

= Sales Tax Revenues — Sales tax revenues will be generated from Project employee

expenditures and restaurant sales. Employee expenditurés have been estimated based on
weekly urban worker spending in the vicinity of office employment centers as reported in
ICSC’s 2012 report, “Office-Worker Retail Spending in a Digital Age.” Restaurant sales have
been estimated using an assumed sales productivity level of $500 per square foot of

" rentable area. Total employee food spending has been adjusted to eliminate overlap with
the projection of gross restaurant sales. The City General Fund portion of sales tax is 1% of
taxable sales. This is estimated to generate $68,000 in FYY 2018/19.

= Propérty Tax In-Lieu of Mofor Vehicle License Fees — The Project is estimated to
generate approximately $64,000 of property taxes in-lieu of motor vehicle license fees for
- the General Fund in the first year of stabilization. In accordance with SB 1096 and data from
the California State Controller's Office, revenue from the Project is based on the marginal
growth of assessed value.

= Assessed Value, Tax Increment and Possessory Interest — The property’s assessed
value in FY 2015/16 is zero ($0). Future assessed value has beén estimated based.on the
capitalized value of the Project’s net operating income upon stabilization, as projected in the
Developer's pro forma. This approach to valuation is based on discussions with
representatives of the County’s tax assessor’s office. Given that the property is publicly
owned, the private tenant will be responsible for paying possessory interest tax on the
property. Because the lease term is longer than 35 years, it has been assumed that the
leasehold interest will be valued as'equivalén-t to fee interest for purposes of determining the

- possessory inferest tax obligation. Based on this approach, it is estimated that the property’s

assessed value will approximate $80 million in FY 2019/20 and increase thereafter at the "
Prop. 13 statutory rate of 2% per year. It is assumed that 100% of the General Fund’s and
ERAF's share of annual possessory interest (tax increment) will be allocated to the IFD for
the entire term of the IFD. Table 2a.
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= Utility Users Tax Revenues — The City and County of San Francisco imposes a 7.5% tax
on charges for certain utilities services. These include non-residential telephone, electricity,
natural gas, steam, and water services, and both residential and non-residential cellular
telephone services. For purposes of this analysis, the utility user’s tax has been estimated
based on City and County of San Francisco budget factors for FY 2015/16. The budget
factors have been calculated on a per employee basis for electricity, natural gas, steam, and
water taxes, and on a per service population basis for telephone services. It is estimated
that utility users taxes will generate $51,000 in the first year of stabilization.

» Business Registration Fee Revenues — Per the San Francisco Business and Tax
Regulations Code, Article 12: Business Registration, the fee per business is charged by tier
based on the level of gross receipts generated. The number of businesses in the Project is
calculated using the number of employees per business at the American Industrial Center,
which has a similar tenant mix to that proposed by Orton Development Inc. The American
Industrial Center is adjacent to the Project and includes 800,000 square feet of a mix of
office and light industrial uses. Dun and Bradstreet data indicate that this complex houses
approximately 200 businesses with 1,200 employees, or 6 employees per business.
Business registration fees are expected to total $25,000 to $58,000 in FY 2018/19.

»  Property Transfer Tax Revenues — The assessor’s office is currently in the process of
" determining the transfer tax obligation resulting from the execution of the lease. A future
sale of the leasehold interest would also generate property transfer tax revenue. Transfer
tax revenues have not been included in this analysis given that the obligation has not yet
been established. S '

= Other Tax Revenues — The San Francisco City and County General Fund receives a 20%
share of the 25% parking tax paid on parking fees per San Francisco Business and Tax
Regulations Code Article 9: Tax on Occupancy of Parking in Parking Stations, and 2007’s
Proposition A. Monthly fees per parking space are estimated at $100 for 285 parking-
spaces. Business and Tax Regulations Code Article 12-A: Payroll Expense Tax specifies
that the payroll tax is based on business payroll generated in San Francisco and will be
phased out by 2018 as the'gross receipts tax is phased in. Licenses, permits, and franchise
fees, and fines, forfeitures, and penalties are estimated based on an extrapolation of the
current per service population amount generated by San Francisco’s residents and
employment base. '

«x  Escalation— Gross receipts, employee spending and restaurant sales, utility user spending,
parking fees, payroll, licenses, permits, and franchise fees, and fines, forfeitures, and
penalties are estimated fo increase at an annual rate of 3% per year. The San Francisco
Business and Tax Regulations Code specifies that business registration fees are to be

" adjusted annually according to the increase in the Consumer Price Index for All Urban
Consumers in San Francisco / Oakland / San Jose, and this is estimated to be a 3% annual
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increase as well. Assessed property values for the purposes of estimating property taxes in
lieu of motor vehicle license fees are based on IFD assessed value projections. Assessed
values are limited fo a maximum increase of 2% per year under Proposition 13.

* [nflation Adjustments and Net Present Value — In order to measure the revenue
projection on a comparable basis across revenue sources, each annual revenue estimate
has been converted to 2015 dollars based on a discount rate of 3% per year. To account for
the impact of time, net revenues have also been discounted at a rate of 7%.

»  Employment and Service Population — The number of jobs in the Project is estimated
based on an average density of iwo employees per 1,000 square.feet. For purposes of
estimating Project service populafion, the analysis assumes that an employee is equivalent
to approximately one third of a resident in terms of revenue and expenditure generation. -
Employment and service population are calculated on Appendix Table A-2.

3. General Fund Expenditures

In the first stabilized year, the Project is estimated to generate $70,000 of Fire and EMS costs
that will impact the City and County General Fund. The Projéct is also anticipated to generate
Police service costs of $21,000 per year. The cost of maintaining the Project’s open space will
be funded by the tenant. The cost to operate and maintain Crane Cove Park is estimated to total
$400,000 per year, but this cost will be funded through the establishment of a Maintenance
Community Facilities District, which is funded by private tenants. The General Fund will not be
responsible for funding the operation/maintenance of Crane Cove Park or public spaces within
the Project. ’

Firé and EMS, and Police expenditures have been estimated from factors based on the cost and
service population analysis contained in Economic & Planning Systems, Inc.’s Findings of Fiscal
Responsibility and Feasibility - Pier 70 Waterfront Site and lllinois Street Parcel Report from May
21, 2013. -

»  Fire and EMS Expenditures — According to the EPS report, the allocation of costs for the
new Public Safety Building in Mission Bay (Station 4) to the Pier 70 Waterfront and Hlinois
Street parcels is $2.4 million per year. Based on the service population estimated from the
EPS analysis,‘KMA’s analysis uses a factor of $3394 per unit of service population to calculate
Fire and EMS costs.

»  Police Expenditures — The factor for Police expenditures is $118 per ’unit of service
population, based on the ‘cost of one patrol unit needed to serve the Pier 70 Waterfront and
lllinois Street parcels in EPS's report. ' ' ' ‘
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»  Public Open Space — The Project’s tenant will be responsible for maintaining the Project’s .
open space. Crane Cove Park will be maintained through the establishment of a
Maintenance CFD to be funded by private tenants.

=  Employment and Service Population — As for the Project revenue estimates, the number of
jobs is estimated based on two employees per 1,000 square feet, and the service population
assumes one employee is equivalent to one third of a resident.

B. Economic Benefits to the City and County of San Francisco

It is estimated that the Project will create approximately 460 direct full-time jobs, with an
average annual payroll of $31 million and output of $72 million, on an on-going basis once it is
complete. In addition to the direct benefits, the new businesses and the employees will support
other businesses in San Francisco and the region through expenditures on materials, retalil
goods, and services. Including these indirect and induced economic impacts, the Project is
anticipated to result in a total of 780 jobs, $50 million of annual payroll, and $106 million of
output city- and county-wide.

The construction of the Project is estimated to create 471 direct jobs, $32 million of direct
payroll, and $79 million of direct output over the 3-year period during which building takes place.
Total direct, indirect, and induced construction period impacts are expected to be approximately
707 jobs, $45 million of payroll, and $115 million of output. '

Direct jobs are calculated based on project size, occupancy, and a density of 2 employees per
1,000 square feet. Direct payroll combines employment with the average Employment
Development Department wageé for occupations likely fo be represented in the Project. Annual
direct output is based on the relationship between jobs and output in San Francisco County
according to the Minnesota IMPLAN Group.

Indirect and induced employment impacts are estimated using IMPLAN multipliers for San
Francisco County which have been developed by the Minnesota IMPLAN Group. IMPLAN
multipliers are applied to estimated direct economic impacts to arrive at the total direct, indirect,
and induced impacts to be produced by the Project.

Exhibit 3

Rt S e

Direct ‘ , $79.0
Indirect and Induced 321 $19.0 $347 236 $13.4 $36.4
Total Direct, Indirect, and Induced 779 §50.4  $106.5 707 $45.0 $1154

Qo
o
+
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‘able 1

tecurring Clty General Fund Revenues and Expendlitures
‘iscal and Economic Impact Analysis

‘ler 70 - Historlc Core

‘ort of San Francisco November 4, 2015
levenue / Expenditure $2015 4 Total IFD Term FY 15/16 FY 16/17 FY 17/18 FY 18/19 FY 19/20 'FY 20721 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY 26/27
jeneral Fund Revenues
roperty Tax Not Deposited to IFD 50 $0 50 50 50 $0 50 $0 50 $0 $0 50 $0 $o
'roperty Tax In-Lieu of VLF $2,775,600 $5,835,500 $0 $4,300 $42,600 $63,900 $85,200 $86,900 $88,700 $90,500 $92,300 $94,100 $96,000 $97,900
roperty Transfer Tax 50 $0 $0 50 $0 50 $0 *$0 50 $0 50 $0 50 . 50
jales Tax - $2,822,800 $6,156,700 S0 $14,700 $63,600 $68,300 $70,300 $72,400 $74,600 $76,800 $79,100 $81,500 $84,000 $86,500
"arking Tax 4735400  $1,602,400 50 $4,400 $17,200 $17,800 $18,300 $18,800 $19,400 $20,000 $20,600 $21,200 $21,800 $22,500
rayroll Tax $83,900 $88,600 $0 $13,700 $74,900 . S0 . K 30 50 s0 o] . S0 $0 $0
3ross Recelpts Tax $7,901,000 $17,343,100 $0 $6,900 $112,500 $193,400 $199,200 §205,200 §211,400 $217,700 $224,200 $231,000 $237,900 $245,000
jusiness Reglstration Fee $0 $0 .
If Gr Recelpts < $1 M 52,387,000 $5,225,400 S0 $4,300 $44,600 $58,100 $59,900 $61,700 $63,500 $65,400 $67,400 $69,400 $71,500 $73,600
If Gr Recelpts > $4 M 31,023,000 $2,239,500 $0 $1,900 $19,100 $24,900 $25,700 $26,400 $27,200 328,000 $28,900 $29,700 $30,600 $31,600
JHllity Users Tax $2,104,500 °  $4,607,600 50 43,600 $39,100 $51,300 . $52,800 454,400 $56,000 $57,700 $59,400 $61,200 $63,000 $64,900
Jcense, Permit, Franchise Fees $177,200 $387,900 $0 $300 $3,300 $4,300 34,400 $4,500 $4,700 34,900 $5,000 $5,200 $5,300 $5,500
‘Ines, Forfeltures, Penalties $29,sgo $65,3go $0 $100 $600 $700 $700 $800 $800 $800. $800 -$900 $300 $900
0 0 . .
rotal if Avg Gr Recelpts <$1 M $11,116,200 $23,969,400 50 $45,400 $285,900 $264,400 $291,600 $289,600 $307,700 $316,100 $324,600 $333,500 $342,500 $351,800
rotal If Avg Gr Recelpts > $1 M $17,G_53,200 $38,326,600 50 $49,900 $372,900  $424,600 $456,600 $469,500 $482,800 $496,400 $510,300 $524,800 $535,500 $554,800
3eneral Fund Expenditures >
olice $859,300 $1,881,300 50 $1,500 $16,000 $20,300 324,600 $22,200 $22,900 $23,600 $24,300 $25,000 $25,700 $26,500
=lréw EMS $2,864,400 $6,271,400 $0 $4,900 353,200 $69,800 $71,900 - .$74,000 $76,200 578,500 $80,900 $83,300 $85,800 $88,400
>ortl@D of Crane Cove Park $0 $0 50 50 $0 50 $0 $0 S0 $0 50 %0 - %0 50
o1 50 50|
Total General Fund Expend. $3,723,800 $8,152,700 S0 $6,400 $69,200 $90,700 $93,500 $96,200 $99,100 $102,100 $105,200 $108,300°  $111,500 $114,900
\Net General Fund Impact . :
f Average Gr Recelpts < $1 M $7,392,400 $15,816,700 $0 $39,000 $216,700 $173,700 $198,100 $203,400 $208,600 $214,000 $219,400 $225,200 $231,000 $236,500
f Average Gr Recelpts > $1 M $13,9289,400 $30,173,900 T $0 $43,500 $303,700 $333,900 $363,100 $373,300 $383,700 $394,300 $405,100 $416,500 $428,000 $439,500
1 Table 4a.
2 Table 6. Police and Fire protection services are the project's
major service Impacts. The project's public plaza will be
privately maintained by the lessee. Crane Cove Park will be
malntalned through a CFD maintenance distrlct. The projectis
not creating any new public Infrastructure that s to be
malntaned by the General Fund. Itls assumed that City service
costs Including Community Health, Human Welfare, and Culture
and Recreatlon services are generated by residents and do not
apply to the project.
4 Discounted at 3%.
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el

wrring Clty General Fund Revenues and Expenditures
:al and Economic Impact Analysls

r 70 - Historic Core
t of San Francisco

enue / Expenditure 52015 4 Total IFD Term FY 27/28 FY 28/29 FY 29/30 FY 30/31 FY 31/32 FY 32/33 FY 33/34 FY 34/35 FY 35/36 FY 36/37 FY 37/38 FY 38/39
seral Fund Revenues *
perty Tax Not Deposlted to IFD $0 $0 30 %0 30 50 $0 -$0 $0 50 $0 $0 30 $0
perty Tax In-Ueu of VLF $2,775,600  $5,835,500 $99,900  $101,900  $103,900  $106,000  $108,100  $110,300  $112,500 114,700  $117,000  $119,400- $121,700  $§124,200
perty Transfer Tax $0 $0 50 50 50 $0 S0 S0 $0 50 50 $0 50 $0
15 Tax $2,822,800 $6,156,700 $89,100 $91,700 $94,500 $97,300 $100,200 $103,200 $106,300 $109,500 $112,800 $116,200 $119,700 $123,300
king Tax $735,400 $1,602,400 $23,200 $23,900 $24,600 $25,300 $26,100° $26,900 $27,700 $28,500 $29,300 $30,200 $31,100 $32,100
roll Tax 483,900 $88,600 30 $0 $0 50 0 $0 $0 $0 50 $0 $0 $0
55 Recelpts Tax $7,901,000 $17,343,100 $252,400 $259,900 $267,700 $275,800 $284,000 $292,600 $301,300 $310,400 $319,700 $329,300 $339,200 $349,300
Iness Registration Fee 50 50
f Gr Recelpts < $1 M $2,387,000 $5,225,400 $75,900 $78,100 $80,500 $82,900 $85,400 $87,900 $90,600 $93,300 $96,100 $99,000 $101,900 $105,000
f Gr Recelpts > $1 M $1,023,000 $2,239,500 $32,500 $33,500 $34,500 $35,500 $36,600 $37,700 $38,800 $40,000 $41,200 $42,400 $43,700 - 345,000
Ity Users Tax $2,104,500 $4,607,600 $66,900 $68,500 $71,000 $73,100 $75,300 $77,5b0 $79,900 382,300 . $84,700 582,300 $89,900 $92,600
inse, Permit, Franchlise Fees $177,200 $387,900 $5,600° $5,800 $6,000 $6,200 $6,300 $6,500 56,700 $6,900 37,100 $7,300 $7,600 $7,800
15, Forfeltures, Penaltles - SZQ,BgO 565,320 $900 $1,000 $1,000 $1,000 $1,100 $1,100 $1,100 $1,200 $1,200 $1,200 $1,300 $1,300

0 0
al If Avg Gr Recalpts < $1m $11,116!200 $23,969,400 $361,500 $371,300 $381,500 $391,800. $402,500 $413,400 $424,800 $436,400 $448,200 $460,600 $473,200 $486,300
al If Avg Gr Recelpts > $1 M $17,653,200  $38,326,600| $570,500  $586,600  $603,200  $620,200  $637,700  $655,800  $674,300  $593,500  $713,000  $733,300  $754,200  $775,600
1eral Fund Expenditures . .
lce $859,300 $1,881,300 $27,300 $28,100 $29,000 $29,800 330,700 $31,700 $32,600 $33,600 $34,600 $35,600 $36,700 $37,800
» andEMs $2,864,400 $6,271,400 $91,000 $93,800 $96,600 $99,500 $102,500 $105,500 $108,700 $112,000 $115,300 $118,800 $122,400 $126,000
tion gCrane Cove Park $0 S0 0] $0 $0 50 -50 30 S0 S0 50 S0 $0 $0

- $0 50 )
al General Fund Expend. $3,723,800 $8,152,700 $118,300 $121,900 $125,600  $129,300 $133,200 $137,200 $141,300 $145,600 $148,900 $154,400 $159,100 $163,800
: General Fund Impact .
verage Gr Recalpts < 31 M $7,392,40Q $15,816,700 $243,200 $249,400 $255,900  $262,500 $269,300 $276,200 $283,500 $290,800 $298,300 $306,200 $314,100 $322,500
verage Gr Recelpts > 31 M $13,929,400 $30,173,900 $452,200 $464,700 $477,600 $490,900 $504,500 $518,600 $533,000 $547,300 $563,100 $578,900 $595,100 $611,800
Tahle 4a,
Table 6. Pollce and Flre protection services are the project's
major service Impacts. The project's public plaza will be
privately maintained by the lessee. Crane Cove Park will be
malntalned through a CFD maintenance district. The projectls
not creating any new public Infrastructure that Is to be
malntaned by the General Fund, It Is assumed that Clty service
costs Including Community Health, Human Welfare, and Culture
and Recreation services are generated by residents and do not
apply to the project. .
Discounted at 3%.
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ablel

ecurring City General Fund Revenues and Expendlitures -
iscal and Economic Impact Analysls

jer 70 - Historlc Core
ort of San Francisco

evenue / Expendlture $2015 4 Total IFD Term | FY 39/40 FY 40/41 Fy a1/42 FY 42/43 FY 43/44 FY 44/45 FY 45/46 FY 46/47 FY 47/48 FY 48/49 FY 49/50 FY 50/51
eneral Fund Revenues * g
roperty Tax Not Deposited to IFD $0 50 50 50 50 $0 50 50 $0 50 $0 $0 $0 $0
roperty Tax In-Lleu of VLF $2,775,600 85,835,500 $126,700 $129,200 $131,800 $134,400 $137,100 $139,800 $142,600 $145,500 $148,400 $151,400 $154,400 $157,500
roperty Transfer Tax $0 $0 $0 $0 $0 $0 $0 - $0 50 50 50 $0 $0 $0
ales Tax $2,822,800 $6,156,700 $127,000 $130,800 $134,700 $138,800 $142,900 $147,200 $151,600 $156,200 $160,500 $165,700 $170,700 $175,800
arking Tax © §735,400 $1,602,4OQ $33,000 534,000 $35,000 $36,100 $37,200 $38,300 $39,400 $40,600 541,800 $43,100 344,400 $45,700
ayroll Tax $83,900 $88,600 350 $0 30 50 . 80 $0 30 50 $0 . %0 30 30
iross Recelpts Tax $7,901,000 .$17,343,100 $359,800 $370,600 $381,700 $393,200 $405,000 $417,100 . $429,GOQ $442,500 $455,800 $469,500 $483,600 $498,100
usiness Reglstration Fee $0 $0 . . :
If Gr Recelpts < 51 M $2,387,000 $5,225,400 $108,100 $111,400 $114,700 $118,200 $121,700 $125,400 $129,100 $133,000 $137,000 $141,100 $145,300 $149,700
If Gr Recelpts > $1 M $1,023,000 $2,239,500 $46,300 $47,700 $49,200 $50,600 $52,200 $53,700 $55,300 $57,000 $58,700 $60,500 $62,300 $64,200
Itllity Users Tax $2,104,500 54,607,600 $95,400 $98,200 $101,200 $104,200 $107,300 $110,600 $113,900 $117,300 $120,800 $124,400 $128,200 $132,000
Icense, Permlt, Franchise Fees $177,206 $387,900 $8,000 $8,300 $8,500 38(800 $9,000 $9,300 $9,600 $9,900 $10,200 $10,500 510,800 $11,100
ines, Forfeitures, Penalties $29,820 sss,sgo $1,400 $1,400 $1,400 $1,500 $1,500 $1,600 $1,600 $1,700 $1,700 $1,800 $1,800 $1,900
0 0
‘otal If Avg Gr Recelpts < $1 M $11,116,200 $23,969,400 $499,600 $513,300 $527,300 $542,000 $556,700 $572,200 $587,800 $604,200 $620,800 $638,000 $655,600 $673,700
‘otal If Avg Gr Recelpts > $§1 M $17,653,200 $38,326,600 $797,600 3820,200 $843,500 $867,600 $892,200 $917,600 $943,600 $970,700 $998,300 $1,026,900 $1,056,200 -$1,086,300
ieneral Fund Expenditures *
‘ollce $859,300 $1,881,300 $38,900 $40,100 $41,300 $42,600 - ' $43,800 $45,100 $46,500 $47,900 $49,300 $50,800 $52,300 $53,900
WrE@d EMS $2,864,400 $6,271,400 $129,800 3133,700 $137,700 $141,800 $146,100 $150,500 $155,000 $159,600 $164,400 $169,400 $174,400 $179,700
‘oritgy of Crane Cove Park $0 30 30 30 30 $0 $0 30 50 $0 S0 $0 $0 0
~I $0 $0 :
‘otal General Fund Expend. $3,723,800 $8,152,700 $168,700 $173,800 $179,000 $184,400 $189,900 $195,600 ©  $201,500 $207,500 $213,700 $220,200 $226,700 $233,600
{et General Fund Impact . _
f Average Gr Recelpts < $1 M $7,392,400 $15,816,700 $330,900 ' - $339,500 $348,300 $357,600 $366,800 $376,600 $386,300 $396,700 $407,100 $417,800 $428,900 - $440,100 .
f Average Gr Recelpts > 31 M $13,929,400 $30,173,900 $628,900 $646,400 $664,500 $683,200 $702,300 $722,000 $742,100 $763,200 - $784,600 $806,700 $829,500 $852,700
1 Table 4a.
2 Table 6. Police and Flre protection services are the project's
major service Impacts, The project's public plaza will be
privately maintained by the lessee. Crane Cove Park wlll be
malintalned through a CFD malntenance district. The projectls
not creating any new public infrastructure thatls to be
malintaned by the General Fund. It Is assumed that City service
costs Including Community Health, Human Welfare, and Culture
and Recreatlon services are generated by residents and do not
apply to the project.
4 Discounted at 3%.
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el

:urring Clty General Fund Revenues and Expenditures
cal and Economlc Impact Analysis

r 70 - Historlc Core
rt of San Francisco

renue / Expendlture $2015 % Total IFD Term | FY51/52 FY 52/53 FY 53/54 FY 54/55 FY 55/56 FY 56/57 FY 57/58 FY 58/59 FY 59/60 FY 60/61 FY 61/62
seral Fund Revenues -
perty Tax Not Deposited to IFD 30 50 $0 $0 $0 $0 $0 $0 $0 $0 30 30 $0
perty Tax In-Lleu of VLF $2,775,600 $5,835,500( $160,600  $163,800  $167,100  $170,500  $173,300  $177,400  $180,900  $184,500  3$188,200  $192,000  $195,800
iperty Transfer Tax $0 $0 $0 $0 $0 $0 0 $0 $0 50 $0 . %0 $0
2s Tax $2,822,800 $6,156,700| $181,000  $186,500  $192,100  $197,800  $203,800  '$209,900  $216,200  $222,700  $229,300  $236,200  $243,300
king Tax $735,400 $1,602,400 $47,100 $48,500 549,500 $51,400 $53,000 $54,600 356,200 $57,900 $59,600 $61,400 $63,300
rroll Tax $83,900 $88,600 $0 50 $0 50 50 $0 $0 50 $0 $0 $0
155 Recelpts Tax $7,901,000  $17,343,100| $513,000  $528,400  $544,300  $560,600  $577,400  $594,700  $612,600  $630,900  $649,900  $669,400  $689,400
iiness Reglstration Fee 30 %0
f Gr Recelpts <$1 M $2,387,000 $5,225,400]  $154,200  $158,800  $163,600  $168,500  $173,500  $178,700  $184,100  $189,600  $185,300  $201,200  $207,200
f Gr Recelpts > S1 M $1,023,000 $2,239,500 $66,100 $68,100 $70,100 $72,200 $74,400 $76,600 $78,900 581,300 $83,700 $86,200 $88,800
lity Users Tax $2,104,500 54,607,600 $136,000 $140,000 $144,200 $148,600 $153,000 $157,600 $162,400 $167,200 $172,200 $177,400 $182,700
:nse, Permit, Franchise Fees $177,200 $387,900 $11,400 $11,800 $12,100 $12,500 $12,900 $13,300 '$13,700 $14,100 $14,500 $14,900 $15,400
es, Forfeltures, Penaltles $29,sgo Sss,ago $1,900 $2,000 $2,000 $2,100 $2,200 $2,200 $2,300 $2,400 $2,400 $2,500 $2,600
0 0 - :
al If Avg Gr Recelpts < 31 M $11,116,200  $23,969,400|  $692,200  $711,400  $731,000  $751,400 -$772,300  $793,700  $815,800 . $838,400  $861,500  $885,600  $910,300
:al if Avg Gr Recelpts > $1 M $17,653,200  $38,326,600| $1,117,100 $1,145,100 $1,181,800 $1,215,700 $1,250,600 $1,286,300 . $1,323,200 $1,361,000 51,399,800 $1,440,000 $1,481,300
neral Fund Expendltures 2 ’
Ice $859,300 51,881,300 $55,500 $57,200 $58,900 $60,700 $62,500 . $64,400 $66,300 $68,300 $70,300 $72,400 $74,600
1 anfAMS $2,864,400 $6,271,400f  $185,100  $190,600  $196,300  $202,200  $208,300  $214,600  $221,000  $227,600  $234,400  $241,500  $248,700
tionagf Crane Cove Park §O S0 $0 $0 S0 $0 50 S0 30 S0 50 30 $0
. 0 $0 .
al General Fund Expend. $3,723,800 $8,152,700|  $240,600  $247,800  $255,200  $262,900  $270,800  $279,000  $287,300  $295,800  $304,700  $313,900  $323,300
t General Fund Impact
verage Gr Recelpts < $1 M $7,392,400  $15,816,700| $451,600 463,600  $475,800  $488,500  $501,500  $514,700  $528,500  $542,500  §$556,800  $571,700  $587,000
$13,929,400  $30,173,900| $876,500  $901,300  $926,600  $952,800  $979,800 $1,007,300 $1,035900 $1,065,100 $1,095,100 $1,126,100 $1,158,000

verage Gr Recelpts > $1 M

Table 4a.

Table 6. Police and Fire protection services are the project's
major service Impacts. The project's public plaza will be
privately malntalned by the lessee, Crane Cove Park wlll be
malntalnad through a CFD maintenance district. The projectis
not creating any new public Infrastructure that Is to be
malntaned by the General Fund. Itls assumed that Clty service
costs Including Communlty Health, Human Welfare, and Culture
and Recreation services are generated by residents and do not

apply to the project.
Discounted at 3%.

ser Marston Assoclate < \Sf-f52\wp\191190671015\IFD plér 70 fiscal 09 28 15, B1 fisc summ; 11/4/2015; Jj
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Table 2 . A
Development Program and Employment Estimate
Flscal and Economic Impact Analysis

Pier 70 - Historic Core

Port of San Francisco -

November 4, 2015

Source: 20th Street Historic Bldgs Proforma 03/27/15 (Orton Development Inc.)

Project ) Building Size Taxable Net SF % Occupancy : - Occupied Net Square Feet
Program Land Use . Gross SF Net SF % SF FY 15/16 FY 16/17 FY17/18 FY 18/19 FY 15/16 FY 16/17 FY 17/18 FY 18/19
Building 101 Office / Light Industrial 61,311 58,245 100.0% 58,245 0% . 25% 70% 95% 0 14,561 40,772 55,333
Building 102 Restaurant - 11,266 10,703 100.0% 10,703 0% 25% 95% 95% 0 2,676 10,168 10,168
Building 104 Office - Non Profit 45,759 43,471 100.0% 43,471 0% 0% 75% 95% 0 0 32,603 41,297
Bullding 113 " Healthcare - Non Profit 77,530 60,743 100.0% 60,743 _ 0% 0% . 75% 95% 0 0 45,557 57,706
Building 114 Light Industrial 16,088 15,444 100.0% 15,444 0% 0% 75% 95% 0. 0 11,583 14,672
Building 115 Light Industrial : 13,078 12,555 100.0% 12,555 0% 0% 75% 95% 0 0 9,416 11,927
Building 116 Light Industrial 25,270 24,259 100.0% 24,259 0% 0% 75% 95% o] 0 18,194 23,046
Bullding 14 Light Industrial - Non Profit 16,315 15,662 100.0% 15,662 0% 0% 75% 95% 0 0 11,747 14,879

. . 266,617 241,082 100.0% 241,082 . 0 17,237 180,040 229,028
Plazza / Parking / Site  Parking Spaces {OD! = 75; Port = 210) 285 - 75 210 0
Cumulative Employment . FY 15/16 FY16/17 FY17/18 FY 18/19
Employees / Jobs 2,00 per 1,000 net sf - 34 360 458
SEB/lce Population 0.33 per employee - 11 120 .153

@Based.on ODI proforma; KMA adjusted to match construction completion to fiscal years,
Page 15
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Table 3

Revenue Assumptions

Fiscal and Economic Impact Analysis
Pier 70 - Historic Core

Port of San Francisco

November 04, 2015

Global Escalation Assumptions
Assessed Value Annual Growth
Other Revenues Annual Growth

2015 City/County Service Population Estimate for Averages
Resident Population 1

Employment Base *

Service Population *

2%
3%

845,602
613,200
1,050,002

City and County General Fund

Possessory Interest Tax N

Property Tax in Lieu of VLF®
Property Tax Based Revenue 2004-05 ®
2004-05 City of San Francisco Gross Assessed Value ¢
Property Tax in Lieu of VLF per $1,000 in AV Growth

Property Transfer Tax
Year of Sale’
Sale Value in Year of Sale’
Tax Rate per $500 of value ®

. Sales Tax
Sales Tax Rate”’

Employee Spending
Potential Non-Restaurant Weekly Spending 10
Weeks at Work per Year & )
Potential Annual Non-Restaurant Spending
San Francisco Capture u
Potential Annual Non-Restaurant Spending per Employee

Potential Restaurant Weekly Spending *°
Weeks at Work per Year **
Potential Annual Restaurant Spending
San Francisco Capture ™
" Employee Spending at Project Restaurant "
Potential Annual Non-Project Rest. Spending per Employee

Taxable Sales by Project Restaurant
Rentable Square Feet
Sales per Rentable SF*

310

-0% share remaining after IFD

© $109,881,177
$103,076,295,556
$1.07

9
$87,000,000
$12.50

-1.00%

$45.52
50
$2,276
100%
$2,276

$26.29
50
$1,315
100.00%
80%
$263

10,703
$500



Table 3

Revenue Assumptions

Fiscal and Economic Impact Analysis

Pier 70 - Historic Core

Port of San Francisco November 04, 2015

City and County General Fund {continued)

Parking Tax
Revenue per Space per Month ’ ‘ $100
Parkihg Occupancy Rate 4 95%
San Francisco Parking Tax Rate - 25%
Parking Tax Revenue Allocation to General Fund %5 ‘ 20%

Payroll Expense and Gross Receipts Tax *

Eligibility

Project Rentable Square Feet 241,082

Projéct Occupied Rentable Square Feet at 5% Vacancy 229,028

Average Number of Employees per Business i ] _ )
Employees per 1,000 Square Feet ‘ 2

Square Foot per Business. ' E 3,000
Occupied Businesses in Project ' ‘ , , 76
Estimated Total Project Payroll at 95% Occupancy v $31,406,000
Estimated Total Project Payroll at 100% Occupancy ** ' $33,058,947

Payroll > $260,000 per Business for Payroll Tax e - $411,382 (eligible)
Estimated Total Project Gross Receipts at 95% Occupancy : 571,789,000
Estimated Total Project Gross Receipts at 100% Occupancy 8 $75,567,368 .

Gross Receipts > $1,000,000 per Gross Receipts Tax *° . $940,353 (not eligible)

Payroll Expense Tax

Exemptions-and Adjustment for San Francisco-based Payroli ** 75%
2015 Rate : 1.125%
2016 Rate *° o T 0.750%
2017 Rate . 0.375%
2018 Rate ** ' 0.000%
Gross Receipts Tax .
Exemptions and Adjustment for San Francisco-based Receipts 2 75%
Retail, Wholesale, and Services Rate for $110 $2.5 M 0 0.100%
Manufacturing / Transportation / Warehousing, Information, 0.205%
Biotech, Clean Tech, Food Services Rate for $1to $2.5 M 2
Private Education / Health, Admin., Misc. Rate for $1to $2.5 M %° 0.550%
. Finance, Insurance, Profssnl, Scientific, Tech Rate for $1 to $2.5 M *° 0.460%
Estimated Average for Pier 70 Businesses 0.329%
2015 Phase-In ?° ‘ 25%
2016 Phase-In *° : : 50%
2017 Phase-In % 75%
2018 Phase-In *° 100%

- 311
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Table 3

Revenue Assumptions

Fiscal and Economic Impact Analysis
Pier 70 - Historic Core

Port of San Francisco

November 04, 2015

City and County General Fund (continued)

Business Registration Fee
Rate per business earning from $750,000 to $1 M ?
Rate per business earning from $1 M to $2.5 M z

Other General Fund .RevenuesB
Utility Users Tax 2
Water Users Tax
Gas Electric Steam Users Tax
Telephone Users Tax
Access Line Tax

Licenses, Permits, and Franchise Fees

Fines, Forfeitures .

Other City and County Funds

Sales Tax >
Public Safety Sales Tax
SF County Transportation Authority
SF County Public Finance Authority

Parking Tax
SF County Municipal Transportation Agency B

312

$700
$300

Amount FY Avg.
2015/16 Factor Average Basis

$3,740,000 $6.10 per employee
$40,620,000 $66.24 per employee
$49,190,000 $46.85 per service populatio
$45,594,000 $43.42 per service populatio

$27,162,891 $25.87 per service populatio

$4,577,144  $4.36 per service populatio

0.50%
0.50%
0.25%

80%



Table 3

Revenue Assumptions

Fiscal and Economic Impact Analysis

Pier 70 - Historic Core

Port of San Francisco November 04, 2015

Notes:
1 State of California, Department of Finance, E-5 Populatlon and Housing Estimates for Cities, Counties and the State — January 1,
2015.
2 California Department of Transportation San Francisco County Economic Forecast.
3 Resident population plus one-third the San Francisco employment base.
* 100% of General Fund property tax will be deposited into the IFD to pay
5 per SB 1096, growth of property tax in lieu of VLF is proportional to growth in AV since 2004/05.
& Values for City and County of San Francisco. California State Controller's Office.
7 20th Street Historic Bldgs Proforma 3/27/15{Orton Development Inc.).
# San Francisco Business and Tax Regulatioﬁ; Code, Article 12-C: Real Property Transfer Tax. Rate for buildings valued above $10 M.
9 San Francisco Business and Tax Regulations Code, Article 12-D: Uniform Local Sales and Use Tax. ‘
10 Based on employee food and goods and services spending in the vicinity of the office, as reported in the ICSC report, "Office-Worker
"Retail Spending in a Digital Age" (2012), for urban workers.
1 KMA assumption.
12 San Francisco Business and Tax Regulations Code, Article 9: Tax on Occupancy of Parking Space in Parking Stations. Per the City and
County of San Francisco Controtler's Office, since the 25% parking tax is usually already included in the posted parking rate, this
results in 20 percent of the patron’s total parking charges being attributed to the parking tax. However, Orton pro forma assumes

25% tax on top of a $100 per month parking fee.
3 Proposition A, passed in November 2007, specified that beginning in FY 2008-09, the Parking Tax be allocated between the General

Fund (20%) and MTA (80%). City and County of San Francisco Controller's Office.

4 Starting in 2014, the payroll expense tax will be phased out and replaced with the gross receipts tax.

5 Table 2.

16 Based on information for the American lndustnal Center, a comparable existing business facility.

7 Table 7. ‘

18 Adjustment to 100% occupancy for payroll and gross receipts calculations, Table 4b.

19 San Francisco Business and Tax Regulations Code, Article 12-A: Payroll Expense Tax Ordinance.

20 San Francisco Business and Tax Regulations Code, Article 12-A-1: Gross Receipts Tax Ordinance.

2 The Payroll Expense and Gross Receipts Tax ordinances apply only to business activities performed in San Francisco. In addition, for

. a limited number of years the ordinances exclude certain bio-tech and clean-tech activities, as well as certain stock-based
compensation. The adjustment factor is applied to the estimates to take into account these provisions.

22 San Francisco Business and Tax Regulations Code Article 12: Business Registration Fee.

2 These factors are based on the methodology used in the-Infrastructure Flnancmg Plan, Infrastructure Financing District No. 1 {Rincon
Hill Area) updated with data from the Adopted 2015/16 budget. :

2 per San Francisco Business and Tax Regulations Code Article 10: Utility Users Tax, non-residential users pay telephone, water, gas,
electric, and steam users utility taxes; residential and non-residential users pay cellular telephone and access line taxes. It has been
assumed for purposes of these estimates that most residential users use cellular rather than land-line telephone service.

% per the report Pier 70 Waterfront Site and lllinois Street Parcel Development Projects: Findings of Fiscal Responsibility and
Feasibility, by Economic Planning Systems in May 2013, and Board of Equalization.
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able 4a

eneral Fund Revenues Estimate
Iscal and Economlc Impact Analysls
ler 70 - Historic Core

ort of San Franclsco November 4, 2015
evenue Source Measure * FY 15/16 FY 16/17 FY 17/18 FY 18/19 FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY 26/27
V on Tax Roll (51,000s) ‘ S0 53,998 339,980 559,970 579,960 581,559 583,191 584,854 586,552 588,283 590,048 $91,849
on-AY Revenue Escalation ! 3.0% * 100.0% 103.0% 106.1% 109.3% 112.6% 115.9% 119.4% 123.0% 126.7% 130.5% 134.4% 138.4%
mployees 3 0 34 360 458 458 458 458 458 458 458 458 458
estaurant SF 4] 2,676 10,168 | 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 . 10,168
arking Spaces 3 0 75 285 285 285 285 285 285 285 285 285 285
:asable SF 7 4] 17,237 180,040 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 .
2rvice Population 3 o 11 120 153 153 153 153 153 153 153 153 153
ossessory Interest Tax Not Deposited Into IFD? %0 $0 $0 50 $0 50 50 $0 $0 50 $0 )
roperty Tax [n-Lleu of VLF 51,07 /$1,000 AV S0 54,262 $4_2,619 $63,929 ) $85,239 $86,943 $88,683 $90,456 $92,266 $94,111 $95,993 $97,913
roperty Transfer Tax $12.50 /5500 AV 0 o] 50 50 ] 0 - o] 50 $0 S0 S0 S50
ales Tax :
Employee Non- Restaurant ~ 1.00% $2,276/empl $0 $797  $8693 . 511,391  $11,732  $12,084  $12,447  $12,820  $13205  $13,601  $14,009  $14,429
Employee Restaurant 1.00% $263/empl - 30 $92 $1,004 $1,316 41,355 $1,396 $1,438 $1,481 $1,525 41,571 41,618 $1,667
Project Restaurant 1.00% $500 psf s $13,780 $53,935 $55,553 $57,220 558,937 $60,705 862,526 $64,402 566,334 $68,324 570,373
S0 ' 514,669 563,632 $68,260 $70,308 $72,417 574,589 576,827 $79,132 $81,506 383,951 586,470
arking Tax .
Total Revenues $100/sp 95% oce S0 $88.065 344,686 $355,027 $365,678 $376,648 $387,948 $399,586 $411,574 $423,921 $436,638 $449,738
General Fund Taxes ) 25% 20% to GF 30 54,403 $17,234 $17,751 $18,284 $18,832 519,397 $19,979 $20,579 $21,196 $21,832 $22,487
ayrfPrax* ‘ S0 $13,694  $74,856 $0 50 50 0 S0 - $0 $0 $0 $0
rosgfecelpts Tax* 30 56,861 $112,504 $193,418 $199,220 $205,197 $241,353 $217,694 $224,224 $230,951 $237,880 $245,016
usiness Reglstration Fee .
Buslnesses 3,000 sfperbus. . 0 "6 60 76 75 76 76 76 76 76 76 76
If Gross Recelpts 30,75 t0 $1 M 5700 per business : 50 $4,326 $44,558 458,133 $59,877 $61,673 $63,524 $65,429 $67,392 369,414 $71,496 §73,641
If Gross Receipts $1to0 $2.5 M S$300 per business ] 51,854 $19,096 $24,914 $25,662 $26,431 $27,224 $28,041 528,882 $28,748 330,641 $31,561
tliity Users Tax . : ‘
Water Users Tax 56.10 perempl 30 $214 $2,329 $3,052 $3,144 $3,238 $3,335 $3,436 $3,539 $3,645 $3,754 $3,867
Gas Electric Steam Users Tax " $66.24 perempl S0 $2,320 $25,300 $33,152 '$34,147 $35,171 $36,227 $37,313 $38,433 $39,586 $40,773 541,996
Telephane Users Tax 546,85 per svc popn S0 $547 $5,964 $7,815 58,050 $8,291 $8,540 $8,796 $9,060 $9,332 §9,612 $9,900
Access Line Tax 543.42 per svc popn $0 $507 $5,528 57,244 $7.461 $7.685 $7.916 68,153 58,398 $8,650 $8,908 $9,176
S0 $3,587 $39,121 $51,264 §52,802 $54,386 $56,018 $57,698 $59,429 $61,212 $63,048 $64,940
:ense, Permit, Franchise Fees 525.87 persvc popn 0 $302 33,293 $4,316 $4,445 $4,578 $4,716 $4,857 $5,003 $5,153 $5,308 $5,467
1es, Forfeltures, Penaltles 54.36 persvc popn S0 $51 3555 §727 $749 $§771 $795 $818 $843 $868 $894 $921
ital General Fund Revenue If Avg. Grass Recelpts < $1 M 50 $45,295 5285869  5$264,380  $291,703  $299,602  $307,721  $316,065  $324,644  $333,460 5$342,522  5351,838
rtal General Fund Revenue If Avg. Gross Recelpts > $1 M $0 $49,684  §372,912  $424,579  $456,708  5469,557  $482,775  $496,371  $510,358  $524,746  $539,547  $554,773
" Table 3, ? Tahle 2.
* Table 2a, % Table 4b,
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ble 4a

neral Fund Revenues Estimate

ical and Economlic Impact Analysis

er 70 - Historlc Core

irt of San Francisco
wenue Source Measure * FY 27/28 FY 28/29 FY 29/30 FY 30/31 FY 31/32 FY 32/33 FY 33/34 FY 34/35 FY 35/36 FY 36/37 FY 37/38 FY 38/39
/on Tax Roll (51,000s) ‘ 593,686 895,560 597,471 599,420 5101,409 $103,437 $105,506 $107,616 $108,768 $111,963 $114,203 $116,487
n-AV Revenue Escalation * 3.0% 142.6% 146.9% 151.3% 155.8% 160.5% 165.3% . 170.2% 175.4% 180.6% 186.0% 191.6% 197.4%
nployees 3 458 458 458 458 458 458 458 458 458 458 458 458
istaurant SF 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
irking Spaces 3 285 285 285 285 285 285 285 285 285 285 285 285
asable SF* ° 229,028 229,028 229,028 229,028 228,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028
'rvice Population 3 153 153 153 153 153 153 153 153 153 153 153 153
ossessory Interest Tax Not Deposited into IFD * 50 $0 S0 ] S0 $0 %0 $0 %0 $0 30 $0
roperty Tax In-Lieu of VLF $1.07 /81,000 AV $99,871 $101,868 $103,906 $105,984 $108,103 $110,266 $112,471 ‘ '$114,720 $117,015 $119,355 $§121,742 $124,177
roperty Transfer Tax $12.50 /3500 AV S0 [} $0 $0 S0 50 $0 $0 50 50 $0 30
ales Tax
Employee Non- Restaurant 1.00% $2,276/empl $14,862  $15308 815767  $16,240  $16,728  $17,229  $17,746  $18279  $18,827  $19,392  $19,974  $20,573
Employee Restaurant 1.00% $263/empl 51,7_17 51,768 $1,821 51,876 $1,932 $1,990 $2,050 $2,111 $2,175 $2,240 $2,307 $2,376
Project Restaurant 1.00% $500 psf . 872,485 $74,659 $76.899 $79,206 $81,582 $84,030 $86,550 $89,147 $91,821 .$94,576 $97.413 $100,336
589,064 $91,736 594,488 $97,322 $100,242 $103,249 $106,347 $109,537 $112,823 $116,208 $119,694 $123,285
arking Tax
Total Revenues 5100/sp 95% occ $463,230 477,327 $491,440 $506,184 $521,369 $537,010 $553,121 $569,714 $586,806 5604,41q $622,542 $641,218
General Fund Taxes 25% 20% to GF $23,161 $23,856 $24,572 $25,309 $26,068 326,851 §27,656 528,486 $29,340 $30,220 $31,127 $32,061
‘aykél Tax * $0. $0 %0 $0 50 $0 $0 30 $0 50 $0 $0
;rog}xecelpts Tax* $252,366  $259,937  $267,736  $275,768  $284,041  $292,562  $301,339  $310,379  $319,690  $329,281  $339,159 349,334
jusiness Registratlon Fee R ‘
Businesses 3,000 sfper bus. 76 76 76 76 76 76 76 76 76 76 76 76
If Gross Recelpts $0.75to $1 M S$700 per business $75,850 $78,126 $80,470 $82,884 $85,370 587,931 $90,569 $93,287 $96,085 $98,968 $104,937 $104,995
If Gross Recelpts $1to $2.5 M 5300 per business $32,507 $33,483 $34,487 $35,522 $36,587 537,685 $38,815 $39,980 $41,179 $42,415 $43,687 $44,998
Jtlilty Users Tax .
Water Users Tax 56,10 perempl 53,983 $4,1.02 $4,225 $4,352 54,483 $4,617 $4,756 $4,898 $5,045 $5,197 35,352 $5,513
Gas Electric Steam Users Tax $66.24 per empl $43,256 $44,554 $45,891 $47,267 $48,685 850,146 $54,650 ° $53,200 554,796 $56,440 $58,133 $59,877 .
Telephone Users Tax 546,85 per svc popn 310,197 $10,503 $10,818 $11,143 $11,477 $11,821 $12,176 $12,541 312,917 $13,305 $13,704 $14,115
Access Line Tax $43.42 per svc popn $9.452 $9,735 $10,027 $10,328 $10,638 $10,957 $11,286 $11,624 $11,973 $12,332 $12,702 $13,083
466,888 568,895 $70,961 $73,090 $75,283 $77,541 $79,868 $82,264 $84,732 $87,274 $89,892 $92,588
Icense, Permlt, Franchise Fees 525,87 per svc popn $5,631 $5,800 $5,974 56,153 $6,338 $6,528 $6,724 $6,925 $7,133 $7,347 87,567 $7,794
*Ines, Forfeltures, Penalties $4.36 per svc popn $949 3977 $1,007 51,037 $1,068 $1,100 $1,133 $1,167. $1,202 §1,238 $1,275 $1,313
Total General Fund Revenue if Avg, Gross Recelpts < $1 M $361,414 $371,258 $381,377 $391,779 $402,473 $413,466 $424,767 $436,385 $448,330 $460,609 $473,234 $486,214
lotal General Fund Revenue If Avg, Gross Recelpts > $1 M $570,437  $586,552  $603,130  $620,185  $637,730  $655,781  $674,352  $693,458  $713,114  $733,338  §754,144  5775,551
* Table 3. ® Table 2.
2 Table 2a. * Table 4b.
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able 4a
ieneral Fund Revenues Estimate

Iscal and Economic Impact Analysls

fer 70 - Historic Core

ort of San Francisco .
.evenue Source Measure * FY 35/40 EY 40/41 FY 41/42 .  FYA2/43 FY 43/44 FY 44/45 FY 45/46 FY 46/47 FY 47/48 FY 48/49 FY 49/50 FY 50/51
V on Tax Roll (51,000s) ? 5118,816 121,193 $123,617 $126,089 5128,611 5131,183 5133,807 $136,483 $139,212 $141,997 $144,837 147,733
lon-AV Revenue Escalation ! 3.0% 2@3.3% 209.4% 215.7% 222.1% 228.8% 235.7% 242.7% 250.0% 257.5% 265.2% 273.2% 281.4%
mployees 3 458 458 458 458 458 458 458 458 458 458 458 458
estqurant SF ° 10,168 10,168 . 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
arking Spaces i 285 285 285 285 285 285 285 285 285 285 285 285
easable SF ° 225,028 228,028 229,028 229,028 229,028 229,028 229,028 229,028 228,028 229,028 229,028 229,028
ervice Population ! 153 153 153 153 153 153 153 153 153 153 153 153
ossessory Interest Tax Not Deposited Into IFD 2 %0 © 50 $0 $0° $0 %0 $0 %0 0 0 %0 50
roperty Tax In-Lleu of VLF $1.07 /51,000 AV $126,660 $129,194 $131,778 $134,413 $137,101 .$139,843 $142,640 $145,493 $148,403 $151,371 $154,398 $157,486
roperty Transfer Tax $12.50 /$500AY 50 ©%0 $0 $0 S0 S0 $0 S0 $0 $0 $0 50
ales Tax ) .
Employee Non- Restaurant 1:00% 52,276/empl $21,190 $21,826 $22,480 $23,155 $23,850 $24,565 $25,302 $26,061 $26,843 $27,648 $28,478 $29,332
Employee Restaurant 1.00% $263/empl $2,448 $2,521 $2,597 $2,675 $2,755 $2,837 $2,923 $3,010 $3,101 $3,194 $3,289 $3,388.
Project Restaurant 1.00% $500 psf £$103,346 5106.,446 $109,639 $112,929 $116,317 $119,806 $123.400 $127,102 $130,915 $134,843 5138,888 $143,055
. $126,983 5130,793 $134,717 $138,758 $142,921 $147,209 $151,625 $156,174 $160,859 $165,685 $170,655 $175,775
arking Tax .
Total Revenues 5100/sp 95% occ $660,455 $680,268 $700,677 $721,697 5§743,348 $765,648 $788,618 $812,276 5836,644 $861,744 $887.5396 $§914,224
General Fund Taxes 25% 20% to GF $33,023 434,013 $35,034 $36,085 $37,167 $38,282 $39,431 $40,614 $41,832 $43,087 $44,380 $45,711
ayr_ﬁﬁ_fTax 4 $0 $0 50 $0 50 $0 $0 $0 50 $0 . %0 50
ir056§ece1pts Tax* $359,814 $370,609 $381,727 $393,179 $404,974 $417,123 $429,637 $442,526 $455,802 $469,476 $483,560 $498,067
uslness Reglstratlon Fee )
Businesses 3,000 sfper bus. 76 76 76 76 76 76 76 76 76 76 76 76
If Gross Recelpts $0.75to $1M $700 per business $108,145 $111,389 5114_,731 $118,173 $121,718 $125,369 $129,130 $133,004 $136,994 $141,104 $145,337 $149,697
If Gross Recelpts $1t0 $2.5 M 8300 per business $46,348 $47,738 $48,170 $50,645 $52,165 $53,730 $55,342 $57,002 $58,712 $60,473 $62,287 $64,156
tility Users Tax
Water Users Tax $6.10 perempl 85,678 $5,849 $6,024 36,205 $6,391 $6,583 $6,780 $6,984 $7,193 $7,409 $7,631 $7,860
Gas Electrlc Steam Users Tax $66.24 per empl $61,673 963,523  $65429  $67,392 369,414  $71,496 ©  $73,641  $75,850  $78126  S$8B0,470  $82,884  $85,370
Telephone Users Tax $46.85 per svc popn $14,539 $14,975 $15,424 $15,887 $16,363 $16,854 $17,360 $17,881 318,417 $18,570 $19,539 $20,125
Access Line Tax 543.42 per svc popn $13,476 513,880 $14,296 $14,725 §15,167 $15,622 $16,091 516,574 $17.071 $17.583 $18,110 $18,654
895,366 - $98,227 $101,174  $104,209 $107,335 $110,555 $113,872 - $117,288 $120,807 $124,431 $128,164 $132,009
cense, Permit, Franchise Fees $25,87 per svc popn $8,028 $8,269 $8,517 $8,773 $9,036 $9,307 $9,586 $9,874 $10,170 $10,475 $10,788 $11,113
nes, Forfeltures, Penalties 54.36 per svc popn $1,353 $1,393 $1,435 $1,478 $1,523 | $1,568 $1,615 31,664 $1,714 $1,765 $1,818 $1,873
stal General Fund Revenue If Avg, Gross Recelpts < $1 M $499,558 $513,279 $527,385 $541,889 $556,801 $572,134 $587,900 .5604,111 $620,779 $637,918 $655,542 $673,664
$820,236 $843,552 $867,540 $892,222 $917,618 $943,748 $970,634 $998,298 $1,026,763 $1,056,052 $1,086,190

stal General Fund Revenue If Avg, Gross Recelpts > $1 M

! Table 3, . ¥ Table2.
% Table 2a, * Table 4b,

$797,576
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Table 4a
General Fund Revenues Estimate

Fiscal and Economic Impact Analysls '

Pler 70 - Historlc Core
Port of $an Francisco

Revenue Source Measure * FY 51/52 FY 52/53 FY 53/54 FY 54/55 FY 55/56 FY 56/57 FY 57/58 FY 58/59 FY 59/60 FY 60/61 FY 6‘1/62
AV on Tax Roll (51,000s) 2 5150,688 5153,702 5156,776 $159,911 ~  $163,109 $166,372 $169,699 173,093 $176,555 5$180,086 5183,688
Non-AY Revenue Escalation * 3.0% 289.8% 298,5% 307.5% 316.7% 326.2% 336.0% 346.1% 356.5% 367.1% 378.2% . 389.5%
Employees 3 458 458 458 458 458 458 458 458 458 458 458
Restaurant SF : 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
Parking Spaces * 285 285 285 285 285 285 285 285 285 285 285
Leasable SF * 228,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 228,028 229,028
Service Population 3 153 153 153 153 153 153 153 153 153 153 153
Possessory Interest Tax Not Deposited Into IFD 2 30 o] s0 S0 $0 S0 " %0 30 30 30 $0
Property Tax In-Lleu of VLF $1.07 /31,000 AV $160,636 $163,849 $167,126 $170,468 $173,878 $177,355 $180,902 $184,520 $188,211 $191,975 $195,814
Property Transfer Tax $12.50 /8500 AV $0 $0 $0 s0 $0 50 S0 $0 $0 $0 S0
Sales Tax ‘ . ' .
Employee Non- Restaurant 1.00% 382,276/emp! $30,212 $31,118 $32,052 $33,013 $34,004 $35,024 $36,075 $37,157 338,272 $39,420 $40,602
Employee Restaurant 1.00% $263/empl $3,490 $3,594 $3,702 33,813 $3,928 . §4,046 $4,167 54,292 $4,421 $4,553 $4,650
Project Restaurant 1.00% 8500 psf $147,346 $151,767 $156,320 $161,009 165,840 $170,815 $175,939 $181,217 $186,654  $192,253 $198,021
. $181,048 $186,479 $192,074 $197,836 $203,771 $209,884 $216,181 $222,666 $229,346 $236,227 $243,313
Parking Tax - ‘ .
Total Revenues 5100/sp 95% occ $941,651 $969,900 $998,997 $1,028967 $1.059.836 51,091,631 $1,124380 31158111 $1,192,855 51,228,640 51,265,500
General Fund Taxes 25% 20% to GF 547,083 $48,495 549,950 351,448 $52,992 $54,582 $56,219 $57,906 $59,643 $61,432 $63,275
Pagip!l Tax* $0 $0 $0 $0 $0 50 50 - $0 50 50 $0
GI‘U\'S"S Recelpts Tax 4 $513,009 $528,399 $544,251 $560,579 - $577,396 $594,718 $612,560 $630,936 $649,865 $669,360 $689,441
Business Reglstration Fee ' ' . '
Businesses 3,000 sf per bus. 76 76 76 76 76 76 76 76 76 76 76
If Gross Recelpts $0.75 to $1 M 8700 per business $154,188 $158,814 $163,578 $168,486 $173,540 $178,747 $184,109 $189,632 $195,321 $201,181 $207,216
If Gross Recelpts $1to0 $2.5 M 8300 per business 566,081 568,063 $70,105 . . $72,208 $74,374 $76,606 $78,904 581,271 $83,709 $86,220 $88,807
Utllity Users Tax ) A .
Water Users Tax 56.10 per emp! $8,096 $8,339 $8,589 $8,847 $9,112 $9,386 $9,667 $9,957 $10,256 $10,}554 $10,880
Gas Electric Steam Users Tax $66.24 per empl 587,931 $90,569 $93,286 $96,085 $98,967  $101,936  $104,995  $108,144  $111,389 5114730  $118,172
Telephone Users Tax $46.85 per svc popn $20,728 $21,351 $21,991 $22,651 $23,330 $24,030 $24,751 $25,494 $26,258 $27,046 $27,858
Access Line Tax 543,42 per sve popn $§19,213 519,790 520,383 $20,995 $21,625 $22,273 © 822,942 523,630 $24,339 $25,069 $25,821
$135,969 $140,048 $144,250 $148,577 5/153,035 $157,626 . $162,354 $167,225 $172,242 $177,409 $182,731
License, Permit, Franchise Fees $25.87 per svc popn $11,446 $11,790 $12,144 $12,508 $12,883 $13,270 $13,668 $14,078 $14,500 . $14,935 $15,383
Fines, Forfeltures, Penaltles 54,36 per svc popn $1,929 51,987 $2,046 $2,108 $2,171 $2,236 $2,303 $2,372 © $2,443 $2,517 $2,592
Total General Fund Revenue If Avg. Gross Recelpts < $1 M - $692,299 $711,462 $731,167 $751,431 §772,270 $793,699 $815,736 $838,399 $861,706 $885,675 $910,326
Total General Fund Revenue If Avg. Gross Recelpts > $1 M $1,117,201 51,149,141 51,181,945 $1,215,732 $1,250,500 $1,286,276 $1,323,091 51,360,974 $1,399,95_8 $1,440,075 . $1,481,358

! Table 3. ® Table 2.
2 Table 2a. * Table 4b.
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“able 4b

’ayroll and Gross Recelpts Taxes
‘iscal and Economic Impact Analysis
’ler 70 - Historic Core

*ort of 5an Franclsco

'ayroll / Gross Recelpts Tax Calculatlon FY15/16 FY16/17 FY17/18 FY18/19 FY19/20 FY20/21 FY21/22 FY22/23 FY23/24 FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31 -
Jccupancy t . )
Bullding 101 0% 25% 75% "95% 95% 95% 95% 95% 95% 95% 95% - 95% 95% 95% 95% 95%
Bullding 102 ' 0% 25% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Bullding 104 . . 0% 0% 75% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% " 95% 95% 85%
Building 113 0% 0% 75% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Bullding 114 0% 0% 75% 95% - 85% 85% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Bulldlng 115 0% 0% 75% 95% 95% 95% 85% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Bullding 116 0% 0% 75% 95% 95% 95% 95% 95% 95% 85% 95% 95% 95% 95% 95% 95%
Bullding 14 ’ 0% 0% 75% 95% . 95% 95% 95% 95% ' 95% 95% 85% 95% 95% 95% 95% 85%
Jecupled Square Feetin taxable
‘axable Businesses sf? .
Buliding 101 58,245 0 14,561 - 43,684 55,333 55333 55333 55333 55333 55333 55333 55333 55333 55,333 55,333 55333 55,333
Bullding 102 10,703 0 2,676 - 10,168 10,168 10,468 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
Bullding 104 43,471 0 0 32,603 41,297 41,297 41,297 41,297 41,297 41,297 41,257 41,297 41,287 41,297 41,287 41,297 41,297
Bullding 113 60,743 o] 0 45557 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706
Bullding 114 15,444 o] 0 11,583 14,672 14,672 14,672 14,672 14,672 14672 14,672 14,672 14,672 14,672 14,672 14,672 14,672
Bulldlng 115 12,555- 0 0 9,416 11,927 11,927 11,927 11,8927 11,927 11,927 11,927 11,927 11,927 11,927 11,927 11,927 11,927
Bullding 116 24,259 0 0 18194 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046
Bullding 14 . 15,662 0 0 11,747 14,879 14,879 14,873 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879
. 241,082 0 17,237 182,952 229,028 229,028 = 229,028 229,028 229,028 229,028 229,028 229,028 229,028 225,028 229,028 229,028 229,028
'axabﬁOccupled sf % of Total 241,082 total sf 0.0% 71% 75.9% 95.0% 95.0% 95.0% 95,0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0%
(o]
ayroll Tax
axable Payroll ($1,000s} 3 533,059 3.0% escin $0 52,435 $26,616 $34,318 $35,348 $35,408 $37,500 $38,625 539,784 $40,978 542,207 543,473 $44,777 545,121 $47,504 $48,930
axable SF Payroll (51,000s) 3 75% S0 51,826 $19,962 $25,739 526,511 $27,306 $28,425 $28,969 $29,838 $30,733 $31,655 $32,605 $33,583 534,591 $35,628 536,697
ayroll Tax Rate 1.125% 0.750% 0.375% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000%
otal Tax S0 $13,694 $74,856 $0 $0 S0 S0 S0 $0 50 S0 50 30 $0 S0 S0
'ross Recelpts Tax . :
axable Gr. Recelpts ($1,000s) 3 575,567 3.0% escin. $0  $5565 $60,839 $78,446 380,799 $83,223 $85,720 $88,291 $90,940 . $93,668 $96,478 ~ $99,373 $102,354 $105,425 $108,587 $111,845
axable SF Gr: Recelpts {$1,000s) 3 75% S0 $4,174 $45629 $58,834 $60,599 $62,417 564,290 $66,218 $68,205 $70,251 $72,359 $74,530 §76,765 $79,068 $81,440 583,884
ross Recelpts Phase-In Rate 3 25% 50% 75% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
otal Tax > 0.329% 30

1 20th Street Historlc Bldgs Proforma 3/27/15 (Orton
Development inc.) with KMA adjustments to match
construction completion to fiscal years from 2015 to 2017,

2 Table 2.

3 Table 3,

$6,861 $112,504 $193,418 $199,220 $205,197 $211,353 $217,694 $224,224 $230,951 $237,880 $245,016 $252,366 $259,937 267,736 $275,768
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e4db
+oll and Gross Recelpts Taxes

al and Econemic Impact Analysls

70 - Historic Core
t of San Francisco

roll / Gross Recelpts Tax Calculation FY31/32 FY32/33 FY33/34 FY34/35 FY35/36 FY36/37 FY37/38 FY38/39 FY39/40 FYA40/41.FYA1/42 FYA2/A3 FYA3/44 FYA4[/45 FYA5[/46 FY46/47
upancy . ’
jullding 101 95% 95% 95% 95% © 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
jullding 102 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
jullding 104 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
ullding 113 95% 95% 95% 55% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
jullding 114 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Juilding 115 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
3uilding 116 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Jullding 14 95% 95% - 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 85% 95% 95% 95%
cupled Square Feetin taxable :
«able Businesses sf? ] . : :
Bullding 101 58,245 55,333 55,333 55333 55333 55333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55333 55,333
Building 102 10,703 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
Bujlding 104 43,471 41,297 41,297 AL,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297
Building 113 60,743 57,706 57,706 ' 57,706 ' 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706
Building 114 15,444 14,672 14,672 14,672 14,672 14,672 14,672 14,672 - 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672
Bullding 115 12,555 11,927 11,927 11,827 11,927 11,927 11,927 11,927 11,827 11,927 14,927 11,927 11,927 11,927 11,927 11,927 11,927
Building 116 24,259 23,046 23,046 23,046 23,046 -+ 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046
Bullding 14 15,662 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879
w0 241,082 229,028 229,028 229,028 229,028 229,028 229,028 229,028 225,028 225,028 229,028 225,028 229,028 229,028 229,028 225,028 229,028
xalzngccupled sf % of Total ’ 241,082 total sf 95.0%-  95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95,0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0%
iyroll Tax .
iable Payroll ($1,000s) 533,059 3.0% escin $50,397 $51,909 $53,467 S$55,071 $56,723 $58,424 $60,177 $61,982 $63,842 565,757 $67,730 $69,762 S$71,855 $74,010 $76,231 $78518
ixable SF Payroll ($1,000s) 3 75% $37,798 $38,932 540,100 $41,303 $42,542 $43,818 $45,133 546,487 547,881 $49,318 $50,797 $52,321 $53,891 $55,508 $57,173 $58,888
wyroll Tax Rate 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000%
stal Tax S0 S0 $0 S0 50 S0 S0 S0 $0 S0 S0 30 S0 S0 S0 S0
ross Recelpts Tax .
axable Gr. Recelpts ($1,000s)° $75567  3.0% escln  $115,200 $118,656 $122,216 $125,882 $129,659 $133,549 $137,555 5141,682 $145,932 $150,310 $154,820 3159,464 $164,248 $169,175 $174,251 $179,478
axable SF Gr, Recelpts ($1,000s) 75% $86,400 $88,992 $91,662 - $94,412 597,244 $100,162 $103,166 $106,261 $109,449 $112,733 $116,115 $115,598 $123,186 $126,882 $130,688 $134,609
ross Recelpts Phase-In Rate ' 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% . 100% 100% 100% 100% 100%
otal Tax ® 0.329% $284,041 $292,562 $301,339 $310,379 $319,600 $329,281 $339,159 $349,334 $359,814 $370,609 $381,727 $393,179 $404,974 $417,123 $429,637 $442,526
1 20th Street Historic Bldgs Proforma 3/27/15 (Orton
Development Inc.) with KMA adjustments to match
construction completion to flscal years from 2015 to 2017,
2 Table 2, ’
3 Table 3.
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able 4b .
ayroll and Gross Recelpts Taxes :

scal and Economic Impact Analysls

ler 70 - Historlc Core

ort of San Francisco

ayroll / Gross Recelpts Tax Calculation FY47/48 FY48/49 FY49/50 FY50/51 FY51/52 FY52/53 FY53/54 FY54/55 FY55/56 FYS56/57 FY57/58 FY58/59 FY59/60 FY60/61

ccupancy *
Bullding 101 95% 95% 95% 95% 95% 895% 95% 95% 95% 95% 95% 95% 95% = 95%
Bullding 102 95% 95% 95% 95% 85% 95% 95% 95% 95% 95% 85% 95% 95% 95%
Bullding 104 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Bullding 113 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%" 95% 95% 95%-
Buliding 114 ) 95% - 95% 95% 95% 95% 95% 95% 85% 95% 95% 95% 95% 95% 95%
Bullding 115 ’ 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% S5% 95%
Bullding 116 R 95% 95% '95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%
Building 14 85% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95% 95%

ccupled Square Feet in taxable

ixable Businesses sf? : '
Bullding 101 58,245 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 55,333 - 55,333 55333
Building 102 10,703 10,168 10,168 10,168 10,168 10,168 - 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
Building 104 43,471 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297 41,297
Bullding 113 60,743 . 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706 57,706
Bullding 114 15,444 - 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672 14,672
Bullding 115 12,555 11,927 11,927 11,927 11,827 11,927 11,827 11,827 11,927 11,927 ° 11,927 11,927 11,927 11,927 11,927
BulldIing 116 24,259 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046 23,046
Building 14 15,662 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879 14,879

241,082 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028 229,028
ot y - .
1xalp@ Occupled sf % of Total 241,082 total sf 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0% 95.0%
o }

ayroll Tax : .

ixable Payroll ($1,000s) 3 533,059 3.0% escin $80,873 $83,299 $85,798 $88,372 $91,023 $93,754 $95,567 599,464 $102,448 $105,521 $108,687 5111,947 $115,306 $118,765

1xable SF Payroll ($1,000s) 3 75% -$60,655 562,474 $64,349 $66,279 568,267 $70,316 572,425 $74,598 S$76,836 $79,141 581,515 $83,960 $86,479 $89,074

iyroll Tax Rate 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% - 0.000%

tal Tax S0 50 S0 S0 S0 S0 50 30 50 50 50 S0 IS

ross Receipts Tax ’
ixable Gr. Recelpts ($1,0005)3 875,567 3.0% escln  $184,863 $190,408 $196,121 $202,004 $208,065 $214,306 $220,736 $227,358 $234,178 $241,204 $248,440 $255,893 $263,570 $271,477

1xable SF Gr. Receipts (51,0005)3 75% $138,647 $142,806 $147,091 $151,503 $156,048 $160,730 $165,552 $170,518 $175,634 $180,903 $186,330 $191,920 $197,677 $203,608
‘0ss Recelpts Phase-In Rate * ’ 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
rtal Tax? 0.329% $455,802 $469,476 $483,560 $498,067 $513,009 $528,399 $544,251 $560,579 $577,396 $594,718 $612,560 $630,936 $649,865 $669,360

L 20th Street Historic Bldgs Proforma 3/27/15 {Orton
Development Inc.) with KMA adjustments to match
construction completion to fiscal years from 2015 to 2017,

' Table 2.

' Table 3.
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Table 4¢

Other Fund Revenues Estimate
Fiscal and Economic Impact Analysis
Pier 70 - Historic Core

Port of San Francisco

Revenue Source : Measure * FY15/16 FY16/17 FY17/18 FY18/19 FY19/20 FY20/21 FY21/22 FY22/23 FY23/24 FY24/25 FY25/26 FY26/27
Revenue Escalation * . 3.0% 100.0% 103.0% 106.1% 109.3% 112.6% 115.9% 119.4% 123.0% 126.7% 130.5% 134.4% 138.4%
Employees ? 0 34 360 458 458 458 458 458 . 458 458 458 458
Restaurant SF 2 0 2,676 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
Parking Spaces 2 0 75 285 285 285 285 285 285 285 285 285 285
Sales Tax
Taxable Spending {$1,000s) .

Employee Non- Rest. 52,276 per empl S0 $80 $869 $1,139 $1,173 51,208 $1,245 $1,282 $1,320 $1,360 51,401 $1,443

Employee Restaurant 5263 perempl $0 $9 $100 $132 5136 $140 $144 $148 $153 $157 $162 $167

Project Restaurant 8500 per sf $0  $1,378 $5394  $5555  $5722  $5.894  $6,070  $6,253  $6.440 $6,633  $6,832  $7.037

S0 $1,467 $6,363 $6,826 $7,031 $7,242 $7,459 $7,683 $7,913 $8,151 $8,395 58,647

Public Safety Sales Tax 0.50% S0 §7,335 $31,816 $34,130 $35,154 $36,208 $37,295 $38,414 .539,566 $40,753 $41,975 543,235
SF&unty Transportation  0.50% S0 $7,335 $31,816 $34,130 $35,154 $36,208 $37,295 $38,414 $39,566 $40,753 $41,975 $43,235
SF_Lounty Public Finance 0.25% S0 83,667 $15,908 $17,065 $17,577 $18,104 $18,647 $19,207 $19,783 $20,376 $20,988 521,617
MTA Parking Tax . .

Total Revenues 5100/sp 95% occ S0 $88.065 5344 686 $355,027 $365,678 $376,648 $387,948 $399,586 $411,574 $423,921 $436,638 $449,738

MTA Taxes 25% 80% MTA S0 $17,613 $68,937 $71,005 $73,136 575,330 §77,590 $79,917 582,315 $84,784 $87,328 589,948

* Table 3.

2 Table 2.
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Table 4c

Other Fund Revenues Estimate
Fiscal and Economic Impact Analysls
Pler 70 - Historic Core

Port of San Francisco

FY 28/29 FY29/30 FY30/31 FY31/32 FY32/33 FY33/34 FY34/35 FY35/36 FY36/37 FY37/38 FY38/39

146.9% 151.3% 155.8% 160.5% 165.3% 170.2% 175.4% 180.6% 186.0% 191.6% 197.4%

458 458 458 458 458 458 458 . 458 458 458 458
10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
285 285 285 285 285 285 285 285 285 285 285

$1,531 81,577  $1,624  $1,673  $1,723 81,775  $1,828 51,883  $1,939 81,997  $2,057
$177 $182 $188 $193 $199 $205 | $211 $217 $224 $231 $238
$7.466  $7.690 $7,921  $8,158 $8,403  $8,655 58,915 $9,182  $9.458 39,741 510,034

$9,174  $9,449  $9,732 510,024 $10,325 $10,635 $10,954 $11,282 $11,621 $11,969 $12,328
$45,868 . S47,244 $48,661 $50,121 $51,625 $53,173 . 554,768 $56,412 $58,104 859,847 $61,642

$45,868 $47,244 548,661 $50,121 $51,625 53,173 $54,768 $56,412 $58,104 $59,847 $61,642
$22,934 $23,622 $24,331 $25,060 $25,812 $26,587. $27,384 528,206 $29,052 $29,924 $30,821

$477,127 $491,440 $506,184 $521,369 $537,010 $553,121 $569,714 $586,806 $604,410 $622,542 $641,218

Revenue Source Measure FY 27/28
Revenue Escalation * 3.0% 142.6%
Employees 2 458
Restaurant SF 2 . 10,168
Parking Spaces 2 285
Sales Tax
Taxable Spending ($1,000s)
Employee Non-Rest. . $2,276 perempl 51,486
Employee Restaurant 5263 per empl $172
Project Restaurant $500 per sf $7,248
$8,906
Public Safety Sales Tax 0.50% . $44,532
SF County Transportation  0.50% $44,532
%County Public Finance 0.25% 422,266
N
MTA Parking Tax
Total Revenues S5100/sp 95% occ  $463,230
MTA Taxes’ 25% 80% MTA - $92,646
! Table 3.
? Table 2.

$95,4_25 $98,288 $101,237 $104,274 $107,402 $110,624 $113,943 $117,361 $120,882 $124,508 $128,244
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Table 4c

Other Fund Revenues Estimate
Fiscal and Economic impact Analysis
Pler 70 - Historic Core

Port of San Francisco

Revenue Source Measure * FY 39/40 FY 40/41 FY41/42 FY42/43 FY 43/44 FY 44/45 FY 45/46 FY 46/47 FY A7/48 FY A48/49 FY 49/50 FY 50/51
Revenue Escalation * 3.0% 203.3% 209.4% 215.7% 222.1% 228.8% 235.7% 242.7% 250,0% 257.5% 265.2% 273.2% 281.4%
- Employees 2 458 458 458 458 458 458 458 © 458 458 458 458 458
Restaurant SF 2 ’ 10,168 10,168 10,168 10,168 10,168 ° 10,168 10,168 10,168 10,168 10,168 10,168 10,168
Parking Spaces 2 285 285 285 285 285 285 . 285 285 285 285 285 285
Sales Tax
Taxable Spending ($1,000s)
Employee Non- Rest. 52,276 per empl $2,119 $2,183 $2,248 52,315 $2,385 $2,457 $2,530 $2,606 52,684 $2,765 $2,848 $2,933
Employee Restaurant 5263 per empl 5245 - $252 $260 §267 $275 5284 $292 5301 $310 $319 $329 $339
Project Restaurant - S$500 persf $10,335 $10,645 $10,864 511,293 811,632 511,981 $12,340 $12,710 $13.092 513484 $13.88% 514,305
$12,698 513,079 $13,472 $13,876 S$14,292 $14,721 $15,162 515,617 $16,086 $16,568 $17,066 517,577
Public Safety Sales Tax 0.50% $63,492 $65,386 $67,358 §$69,379 $71,460 673,604 §75,812 578,087 $80,429 $82,842 $85,328 $87,887
County Transportation 0.50% . . $63,492 565,396 $67,358 $69,379 $71,460 $73,604 $75,812 $78,087 $80,429 $82,842 585,328 $87,887
County Public Finance 0.25% $31,746 $32,698 $33,679 $34,690 $35,730 $36,802 $37,906 $39,043 540,215 $41,421 $42,664 $43,944 i
b )
MTA Parking Tax i :
Total Revenues ) . $100/sp 95% occ  $660,455 $680,268 $700,677 $721,697 $743,348 $765,648 S5788,618 $812,276 $836,644 $861,744 $887,596 $914,224
MTA Taxes 25% 80% MTA $132,091 5$136,054 $140,135 $144,339 $148,670 $153,130 $157,724 $162,455 $167,329 $172,349 $177,519 $182,845
! Table 3.
2 Table 2.
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Table 4c¢
‘Other Fund Revenues Estimate
Fiscal and Economic Impact Analysis

Pier 70 - Historic Core
Port of San Francisco

FY 60/61

Revenue Source Measure * FY51/52 FY52/53 FY53/54 FY 54/55 FY 55/56 FY 56/57 FY 57/58 FY 58/59 FY 59/60
Revenue Escalation 3.0% 289.8% 298.5% 307.5% 316.7% 326.2% 336.0% 346.1% 356.5% 367.1% 378.2%
Employees 2 458 458 458 ' 458 458 458 458 458 458 458
Restaurant SF 2 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168 . 10,168 10,168 .
Parking Spaces 2 285 285 285 285 285 285 285 285 285 285
Sales Tax
Taxable Spending ($1,000s) .
Employee Non- Rest. $2,276 perempl  $3,021  $3,112  $3,205 $3,301 $3,400 $3,502 -$3,607 $3,716 $3,827 $3,942
Employee Restaurant 5263 per empl $349 $359 $370 $381 $393 $405 . $417 $429 $442 $455
Project Restaurant S$500 per sf 514,735 $15;177 515,632 $16,101 $16,584 $17.081 $17.554 $18,122 518,665 $§19,225
$18,105 $18,648 §$19,207 $19,784 - $20,377 $20,988 $21,618 522,267 $22,935 $23,623
Public Safety Sales Tax 0.50% $90,524 $93,240 $96,037 $98,918 $101,886 $104,942 $108,090 $111,333 §114,673 $118,113
SK&ounty Transportation 0.50% $90,524 $93,240 $96,037 598,918 $101,886 5104,942 $108,090 $111,333 $114,673 $118,113
SFﬁ)unty Public Finance 0.25% $45,262 546,620 548,018 $49,459 $50,943 $52,471 $54,045 $55,667 $57,337 $59,057
MTA Parking Tax .
Total Revenues 5100/sp 95%occ  $941,651 $969,900 $998,997 $1,028.967 $1.059,836 $1,091,631 81,124,380 §$1,158,111 $1,192,855 $1,228,640
MTA Taxes 25% 80% MTA - $188,330- $193,980 $199,799  $205,793 $211,967  $218,326  $224,876  $231,622  $238,571  $245,728
! Table 3.
* Table 2.

{eyser Marston As

tes, Inc.; \Si-fs2\wp\18\19067\015\IFD pler 70 flscal 09 28 15; B4c other rev; 11/4720 " 1
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Table 5

Operating Expenditure Assumptions
Fiscal and Economic Impact Analysis
Pier 70 - Historic Core

Port of San Francisco

November 4, 2015

Global Escalation Assumption

3%

. Pier 70 Waterfront Site and Illinois Street Parcel Population Factors *

Population
Employees
Service Population

0.33

2,559 |
10,585 -
6,087

~ General Fund Expenditures

Police

Fire and EMS

Public Open Space

Crane Cove Park

Public Works - Streets and Sidewalks

Community Health, Public
Protection (non Police and Fire),
Human Welfare, and Culture and
Recreation

$763,848 cost of one patrol unit *
6,087 service population
$125.48 cost per service population

$2,546,160 share of Mission Bay Public Safety Building *
6,087 service population
$418.27 cost per service population

The lessee will be responsible for maintaining the project's
public plaza. It will not be an obligation of the General Fund.

The total annual cost to maintain the park is estimate to
approxim'ate $400,000 per year. The park's'maintenance cost
will be funded through a CFD maintenance district.

The project is not creating any new new public right of way
improvements and therefore, it is assumed that the project is
not creating any significant new new mainenance costs.

Service costs are typically generated by residential uses,
which are not included in the project program

1 Economic & Planning Systems, Inc.; Findings of Fiscal Responsibility and Feasibility - Pier 70 Waterfront Site and
inois Street Parcel Report May 21, 2013. Expense has been adjusted for inflation. )

Prepared by: Keyser Marston Associates, Inc.

325
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Table 6

General Fund Expenditures Estimate
Fiscal and Economic Impact Analysis
Pler 70 - Historlc Core

Port of San Francisco

Expenditure Estimating Factor® FY15/16 FY16/17 FY17/18 FY18/19 FY19/20 FY20/21 FY21/22 FY22/23 FY23/24 FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31
Non-AV Revenue Escln.* 3.0% 100.0%  103.0%  106.1%  109.3%  112.6%  1159%  119.4% . 123.0%  1267%  130.5%  134.4%  138.4%  142.6%  146.9%  151.3%  155.8%
Service Population ? 0 11 120 153 153 153 153 153 153 153 153 153 153 153 153 153
Police® $125.48 per svc pop $0 81,465 $15,975 $20,933 $21,561 $22,208 $22,874 $23,561 $24,267 $24,995 $25,745 $26518 $27,313 $28,132 $28,976 $29,846
Fire and EMS* $418.27 per svc pop $0  $4,883 $53,249 $69,777 $71,871 $74,027 $76248 $78535 $80,891 $83,318 $B5,817 $88,392 $91,044 $93,775 $96,588 $09,486
Total Expenditures $0 56,347 $69,224 590,711 $93,432 §96,235 $99,122 $102,096 $105,158 $108,313 $111,563 $114,909 $118,357 $121,907 $125,565 $129,332
1 Table 5.

2 Table 2. -

3 Methodology described In Table 5. Cost factors
based on police department's estimates of the cost
to serve the Waterfront Pler 70 project.

4 Methodology described in Table 5. Cost factors
based on the per caplta service costs for operating
the Misslon Bay Fire Statlon.

9¢¢

Prepared by: Keyser Marston Associales, Inc, . © Page 32
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Table 6

General Fund Expendltures Estimate
Flscal and Economic’ impact Analysls
Pler 70 - Historic Core

Port of San Francisco

Expenditure

Estimating Factor *

FY 31/32 FY32/33 FY33/34 FY34/35

FY35/36 FY36/37 FY37/38 FY38/39 FY39/40 FY40/41 FYA41/42 FYA42/43 FYA43/44 FY44/45 FYA45/46 FYA46/47
Non-AV Revenue Escin.* 3.0% 160.5% 165.3% 170.2% = 175.4% 180.6% 186.0% 191.6% 197.4% 203.3% 209.4% 215.7% 222.1% 228.8% 235.7% 242.7% 250.0%
Service Population ? 153 153 153 153 153 153 153 153 153 153 153 153 153 153 153 153

Police’ $125.48 per svc pop

Fire and EMS4. $418.27 per svc pop

Total Expenditures

! Table 5.

2 Table 2. .

2 Methodology described In Table 5. Cost factors
based on police department's estimates of the cost
to serve the Waterfront Pler 70 project..

4 Methodology described In Table 5. Cost factors
based on the per caplta service costs for operating
the Misslon Bay Flre Station.

128

Prepared by: Keyser Marston Assoclates, Inc.

$30,741 $31,663 $32,613 $33,592

$102,470 $105,545

$34,599 835,637 $36,707 $37,808 $38,942 $40,110 $4i,313 $42,553 $43,829 $45,144 $46,49% $47,894

$108,711 $111,972 $115,331 $118,791 $122,355 $126,026 $129,806 $133,701 $137,712 $141,843 $146,098 $150,481 $154,996 $159,646

$133,212 $137,208

Filsname: WSt-fs2\wp\18\18067\016\IFD pler 70 fiscal 08 28 15B6 exp

$141,324 $145,564 $149,931 $154,429 $159,062 $163,833 $168,748 $173,811 $179,025 $184,396 $189,928 $195,626 $201,494 $207,539
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Table &

General Fund Expenditures Estimate
Flscal and Economic Impact Analysis
Plar 70 - Historic Core

Port of San Franclsco

E)'(pendlture Estimating Factor *

FY 47/48 FY48/49 FY49/50 FY50/51 FY51/52 FY52/53 FY53/54 FY54/55 FY55/56 FY56/57 FY57/58 FY58/59 FY59/60 FY60/61 FY61/62

Non-AV Revenue Escin.* 3.0%
Service Population 2

257.5%  265.2%  273.2%  281.4%  289.8%  298.5%  307.5%  316.7%  3262%  336.0%  346.1%  356.5%  367.1%  378.2%  389.5%
153 153 153 153 153 153 153 153 153 153 153 153 153 153 153

Police® $125.48 per svc pop

Fire and EMs* 5418.27 per svc pop

Total Expendltures

! Table 5.

% Table 2.

3 Methodology described In Table 5, Cost factors
based on pollce department's estimates of the cost
to serve the Waterfront Pler 70 project.

4 Methodology described In Table 5. Cost factors
based on the per caplta service costs for operating
the Misslon Bay Fire Statlon.

8z¢e

Preparsd by: Keyser *'~~ston Associatas, Inc.

$49,330 550,810 $52,335 $53,905 $55,522 $57,188 $58,903 $60,670 $62,490 $64,365 $66,296 $68,285 $70,333 $72,443 $74,617

$164,435 $169,368 $174,449 $179,682 $185,073 $190,625 $196,344 $202,234 $208,301 $214,550 $220,987 $227,616 $234,445‘$241,478 $248,723 °

$213,765 $220,178 $226,784 $233,587 $240,595 $247,813 $255,247 $262,904 $270,732 $278,915 $287,283 $295,901 $304,778 $313,922 $323,339

Fllename: WSf-fa2W 08T\015\FD plar 70 flscal 09 28 1588 exp
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Table 7

Economic Benefits

Fiscal and Economic Impact Analysis
Pier 70 ~ Historic Core

Port of San Francisco November 4, 2015 .
Indirect
4 and Indirect
Project Direct, Indirect, and Induced Economic Direct Induced and Induced Total
Benefits for the City and County of San Francisco Impact Muitiplier : Impact Impact
On-Going Economic Impacts
Employment 2 458 170158 321 779
Payroll ® S$68,571 avg pay $31,406,000 1.60617 $19,037,000 $50,443,000
Output * S$1M /6.38empl $7 1,789,000 1.48345 $34,706,000 $106,495,000
Construction Period Economic Impacts ‘ .
Construction Hard Costs * $78,960,000  1.46124 $36,420,000 $115,380,000
::):Construction Payroll 3 40% constr. cost $31,584,000 1.42574 $13,446,000 $45,030,000
“Construction Employment '
Total person years 36 $67,QOO avg pay 471 1.50141 236 707
Full time equivalent jobs for 3-year period ® 3 years 157 1.50141 79 236

1 Minnesota IMPLAN Group model - 2012 County Level Data for San Francisco County. Average multiplier for the following industries: manufacturing; wholesaling
and retail; warehousing and storage; media and software; information services; architecture, engineering, and design; computer programming and design;
" science, research, and development; and administrative services. On-going output estimate is based on the IMPLAN multipiier reiating jobs to million dollars of

output.
2 Table 2.
3 Table 8,

4 Total hard costs per Orton Development Inc. proforma,

5 Estimated ratio of payroll to total construction work.

& A person year of employment is equivalent to full time employment of one person for one year.

Prepared by: Keyser Marston Associates, Inc.

Filename: WSf-fs2\wp\18\19067\015\FD pier 70 fiscal 09 28 15; B7 econ benefit
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Table 8 .

Estimated Average Payroll per Employee
Fiscal and Economic Impact Analysis
Pier 70 - Historic Core

Port of San Francisco November 4, 2015
Mean
Annual
Potential Occupation OES Survey Occupation 1 Wage !
On-Going Occupied Project z
Engineer - Architecture and Engineering $106,000
Programmer Computer and Mathematical $108,000
Designer Arts, Design, Entertainment, Sports, Media' $74,000
Builder/Manufacturer Production $43,000
Warehousing/Shipping/Receiving Transportation and Material Moving $43,000
Related Support/Administration Office and Administrative Support $48,000
Related Support/Sales Sales and Related ' 558,000
Average for all On-Going Occupations ’ $68,571
Construction Period
Construction Worker Construction and Extraction $67,000

1 California Employment Development Department Occupational Employment Statistics Survey, 1st QTR 2015.

2 Based on sample list of occupations provided by Orton Development, Inc. in their Response to RFP for Pier 70:

20th Street Historic Buildings.
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Table 9

Construction Period Revenues

Fiscal and Economic Impact Analysis
Pier 70 - Historic Core '

Port of San Francisco

LEE

Construction Period Revenues FY 15/16 FY 16/17 FY 16/17 Total
Payroll Tax , . ‘ ‘ v
Taxable San Francisco Payroll $31,584,000 total * 75% SFadj. * $7,896,000 $7,896,000 $7,896,000 $23,688,000
Payroll Tax Rate 1.350% 1.125% 0.750%
Total Payroll Tax $106,600 588,800 $59,200 $254,600
Gross Receipts Tax . .
Taxable San Francisco Gr. Receipts ~ $78,960,000 total * 75% SFadj. * $19,740,000 $19,740,000 $19,740,000 $59,220,000
Gross Receipts Phase-In Rate 2 ' 10% 25% 50%
Total Gross Receipts Tax 0.329% avg rate * $6,500 $16,200 $32,400 $55,100
Sales Taxes . ) -
Material Costs $78,960,000 total * 60% materials * $47,376,000
Qualified Subcontractor Amount ' 50% qualified * $23,688,000
Base 1% Sales Tax 1.00% SFshare ? $237,000
Public Safety Sales Tax 0.50% tax rate $118,000°
SF County Transportation 0.50% tax rate * $118,000
SF County Public Finance 0.25% tax rate * $59,000

L Table 7.
2 Table 3.
3 KMA assumption.

Keyser Marston Associates, Inc.; WSf-fs2\wp\18\19067\015\IFD pier 70 fiscal 09 28 15; BS cxn tax; 11/4/2015; j



APPENDIX H FOR PROJECT AREAH

(To be Attached.)
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TO:

FROM:

SUBJECT:

MEMORANDUM
May 9, 2014

MEMBERS, PORT COMMISSION
Hon. Leslie Katz, President
Hon. Willie Adams, Vice President
Hon. Kimberly Brandon
Hon. Mel Murphy
Hon. Doreen Woo Ho

Monique Moyer
Executive Director .

Request approval of the Second Amendment to Exclusive Negotiation
Agreement with Orton Development, Inc., a California corporation, to
extend the term of the ENA until December 31, 2014, in connection with
the rehabilitation and redevelopment of the six 20" Street Historic
Buildings (located on or near 20™ and lliinois Streets at Pier 70).
(Resolution No. 14-32) :

Request Adoption of California Environmental Quality Act Findings and a
Mitigation Monitoring and Reporting Program and Approval of the

(1) Lease Disposition and Development Agreement, and (2) Lease No. L-
15814 for a term of 66 years, both with Orton Development, Inc. or its
affiliate, Historic Pier 70, LLC, a California limited liability company, and

(3) Schematic Drawings, all in connection with the lease, rehabilitation and
redevelopment of the six 20" Street Historic Buildings (located on or near
20" and lilinois Streets at Pier 70). (Resolution No. 14-33)

DIRECTOR'S RECOMMENDATION: Approve the Attached Resolutions

EXECUTIVE SUMMARY

This Memorandum covers the above items, which will be presented together at the May
13, 2014 Port Commission hearing. The Port Commission is requested to (1) adopt
findings under the California Environmental Quality Act (“CEQA”) and to adopt the
Mitigation Monitoring and Reporting Program, and (2) approve Lease Disposition and

THIS PRINT COVERS CALENDAR ITEM NO. 12A
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Deve[opment Agreement, Lease No. 15814, other fransaction documents contemplated
in such agreements (collectively, “Transaction Documents”), and the Schematic

" Drawings in connection with the lease of the six 20" Street Historic Buildings and the
historic rehabilitation and redevelopment of same (“Project”) by Orton Development,
Inc. or its affiliate, Historic Pier 70, LLC, a Cahfomla limited liability company
(“Developer”).

An [nformational Presentation on the proposed project was provided during the Port
Commission’s last meeting on April 22, 2014 and accompanied by a Memorandum
dated April 19, 2014. Material updates to the April 19, 2014 Memorandum are
presented herein as underlined text :

The Project will return these cherished historic buildings to vibrancy. On October 9;
2012, the Port Commission endorsed the Term Sheet establishing the conceptual
agreement between the parties of the terms of a transaction to realize the Project’.
Subsequently on December 4, 2012, the Board of Supervisors also endorsed the term
sheet and conceptual Project plans. :

The Project includes an aggregate of approximately 267,000 square feet spread
throughout 6 existing buildings. The Project will add up to approximately 70,000.square
feet of new-space, primarily in the build out of new mezzanines. Once rehabilitated,
these historic office and industrial buildings will be used for a range of businesses
including light industrial, technology, life science, office, artisan/artist studios and
showrooms, and restaurant uses. The Project will also create an indoor lobby/atrium in
Building 113, and an outdoor plaza/venue, both of which would be made accessible to
the public.

The Project’s many public benefits include the re-use of the Site to support rehabilitation
of Pier 70’s unique and important historic resources. This has been a fundamental goal
around which the Port has been able to build community consensus for the land use -
changes and development necessary to finance historic rehabilitation, public open
space, infrastructure and other amenities. Developer has committed to rehabilitate the
' 20" Street Historic Buildings in accordance with the Secretary of the Interior’s Standards
for the Treatment of Historic Properties and adaptively reuse the buildings for office and
light industrial uses. Additionally, Developer will provide access into and around these
buildings for the public to experience the historic district.

BACKGROUND -

Pier 70 History. :
The Pier 70 area is one of the most important intact maritime industrial complexes west
of the Mississippi. It is the oldest continuously operating shipyard on the west coast.
For over 150 years, some portion of the Pier 70 site has been in use for shipbuilding

"Background on Term Sheet as well as the land use planning, competitive solicitation, and ENA
authorization prior to the Term Sheet with Developer, as discussed in item 9C on the October 9, 2012
agenda:  http:/iwww.sfport. com/index.aspx?page=2132 .

%34




and repair, steel production, and supporting-heavy industrial uses. With the arrival of
the Union Iron Works (“UIW?) in the 1880s, the site became a major national and
international shipbuilding center, launching, for example, the first steel-hulled ship built
on the Pacific Rim. The shipyard at Pier 70, later acquired by the Bethlehem Steel
Corporation, built both merchant ships and warships, and was a major supplier for the
United States Navy during the Spanish-American War and both world wars. Its
development was a key step in the spread of industrialization to the Pacific Coast.
Ships built at Pier 70 served the United States military from the Spanish-American War
in the late-1800s through the two World Wars and info the 1970s. Previous uses
include: Main Office/Administration Building, Power House, UIW Headquarters, UIW
Machine Shop, foundry, new foundry and mold room, and warehouse. In the 1980s,
Bethlehem Steel sold the shipyard fo the Port of San Francisco for one dollar. Since
2004, the Project Site has been largely vacant with the exception of a few minor interim
uses. :

Pier 70 Planmng

In April 2010, the Port published its Preferred Master Plan (“Master Plan”) for the
approximately 65-acre Pier 70 area after an extensive community planning and
technical feasibility analysis effort. The Pier 70 Master Plan provides a vision balancing
sustained ship repair, historic preservation, new waterfront parks, and new

- development. On May 11, 2010, the Port Commission authorized two efforts to attract
development partners for Pier 70 (Resolution 10-27).

As described in more detail below, Developer’s Project adheres to the Master Plan
vision by rehabilitating six historic structures, preserving the important industrial and
maritime contributions of this site and honoring the skilled labor that helped build a city
and nation. The Project will support 650 construction jobs and 400 to 600 permanent,
on-site jobs while creating new public access showcasing the Port’s rich maritime
history in a renovated and rejuvenated industrial environment.

Historic District and Plan Implementation

The Port’s effort to create a historic district at Pier 7Q is in part intended to assist its
development partners, including Developer, by availing access to the Federal
Rehabilitation Tax Credit Program to provide an important financing tool for rehabilitation
of Pier 70’s historic buildings. This builds on the Port's successes in the northern
waterfront with the creation of the Embarcadero Historic District and rehabilitation of a
number of historic pier facilities, including the Ferry Building, Pier 1, Piers 1%z, 3 & 5and
“the Exploratorium at Pier 15. The Union Iron Works Historic Dlstnct (which includes all -
of the Project Site) has been officially listed in the National Register of Historic Places in
April of this year.

Developer Solicitation Process

In this context, on October 4, 2011, the Port issued a RFP for the 20" Street Hlstonc
Buildings to ten pre-selected parties. Four parties responded to the RFP as presented to
the Port Commission on January 20, 2012°. On February 28, 2012, the Port

2 ltem 10B on this agenda; http://www.sfport.com/index.aspx?page=1412
3 ltem 9B on this agenda:  http://www.sfport com/index.aspx?page=1983
-3~
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Commission awarded the opportunity fo Developer * and directed staff to negotiate an
Exclusive Negotiating Agreement (“ENA”) for the Project. On April 24, 2012, the Port
Commission approved the ENA terms®.

These buildings are in poor condition at the present with two red-tagged and none
currently leased. Given the conditions of these buildings the RFP did not set a minimum .
rent or any other minimum financial requirements. In fact, it acknowledged the urgency

-and import of savmg these buildings and that public funding sources could be required
for this effort.

On July 10, 2012, Developer presented its project concept to the Port Commission® and
received supportive feedback on its approach to this site. The uses proposed — light
industrial, education, recreation, office, and commercial — are, with the addition of
potential education and recreation components, the same as the proposal that the Port
Commission considered when selecting Developer.

PROJECT DESCRIPTION

The purpose of this Project is to rehabilitate the 20" street Historic Buildings, identified
.as the Historic Core in Exhibit A attached to this Memorandum (the “Project Site”) and
‘make them once again a vibrant, integral part of the surrounding community. Developer
will return the buildings to profitable use while maintaining their historic fabric. The
proposed work includes repair and maintenance, seismic and structural upgrades,
security measures to combat an atmosphere of neglect and criminal opportunity, and
abatement of hazardous environmental conditions.

The Project Site is located along northem and southern portions of 20th Street between
lllinois Street in San Francisco’s Central Waterfront. The Project Site spans several
parcels and currently contains eight buildings and four small associated structures.
These twelve buildings on the Project Slte range in size from approximately 535 square
feet to 93,330 sq. fi.

The pré\/ious uses, current uses and occupancy of the 6 buildings included in the
Project vary. The current uses and building sizes include the following, but generally
include approximately 267,000 gross square feet (GSF) of vacant PDR space.

Table 1 - North of 20" Street

Location Year | Existing Use | Existing Sq. Proposed Proposed Sq.
Built , Ft. Use Ft.
Building 101- Vacant— 475 New
Bethlehem 1917 formerly | (residential) - | residential | 58,300 sq. ft.
Steel Office 1 office use and 56,925 unit | total
Building and one (office) = New office

4 ltem 10 C on this agenda: http://www,sfport.com/index.aspx?page=2003
5 ltem 9B on this agenda: http:/Aiwww.sfport. com/index.aspx?page=2063
"6 ltem 9B on this agenda: http://www. sfport.com/index.aspx?page=2088
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residential 57,400 sq. ft. | use
unit total
New
o - { restaurant
ouiding 192 = 11912 | PDR' 11.265sq. ft. | or 16,405 sq. ft.
ower House \ N
ew other .
: commercial
Building 104 — .| Vacant— New ' ‘
UIW 1896 | formerly 43,000 sq. ft. | medical and | 44,590 sq. ft.
Headquarters PDR use office
TOTAL : 111,665 sq. ft. 119,295 sq. fi.
South of 20" Strest
Location Year | . Existing Existing Sq. Proposed Proposed Sq.
Built Use Ft. Use Ft.
Storage — PDR/"New
Building 14 1941 | formerly 16,315 sq. ft.. | American 22,780 sq. ft.
' warehouse . | Workplace™ | =
Building . Vacant PDR/'New
113/114- Union | 1885/ formerly 93,300 sq. ft. | American - | 126,580 sq. ft.
Iron Works 1686 PDR use Workplace” '
Machine Shop P
- Storage - - ‘ PDR/’New .
‘131”‘.'d'"9 | 19167 ¢ rmerty | 37,550 sq. ft | American | 48,815 sq. ft.
5/116 1917 : 5
warehouse Workplace
_ 4 Publically
\ - ‘| accessible :
Plaza. N/A | Courtyard 45,000 sq. ft. open space, 45,000 sq. ft.
loading
TOTAL 192,165 sq. ft. 243,175 sq. ft.
Notes:

1. PDR (Production, Distribution and Repair): Refers to a very wide variety of
activities which have traditionally occurred in industrially zoned areas.

2. PDR/"New American Workplace™: Expands on PDR to include additional
industrial uses such as food, technology, life science, biotech, education and
arts production centers, similar to the high quality “maker” type businesses
currently existing in-the adjacent Dogpatch neighborhood, with ancillary office, .
showroom, and retail. Such flexible hybrid-use space consolidates all business
activities (design, prototyping, manufacturing, wholesaling, office, and
sales/retail) under one roof.

In general, the proposed Prdject will rehabilitate the 20th Street Historic Buildings to
satisfy seismic, structural, and code requirements, implement security measures to
combat an atmosphere of neglect and criminal opportunity, and abate hazardous

-5-
3317




- environmental conditions. The Project will meet the Secretary of the Interior Standards
for Treatment of Historic Buildings (the “Secretary’s Standards”) and cther codes, and
all other applicable requirements. The proposed Project could add up to approximately
70,000 GSF of new space, primarily in interior mezzanmes for a total of 318,780 GSF
onsite.

Once rehabilitated, these historic office and industrial buildings will be subleased to a
range of businesses, including light industrial, technology, life science, office, artisan/
artist studios and showrooms,-and restaurant uses (see table 2 below). Developer has
aggressively marketed the Project to a diverse group of prospective tenants. In
addition, Developer has had continued discussions with manufacturers including
members of SF Made, with a goal of incorporating variously sized, local
manufacturing uses on portions of the site.

The proposed Project will also create an indoor lobby/atrium in Building 113, and an
outdoor plaza/venue (“Plaza”), both of which will be made accessible to the public. The
Plaza will be a multi-use space available for public plaza uses, loading, tenant yard
uses (including loading docks, cooling towers and other outdoor equipment) and special
events. Finally, the proposed Project will demolish approximately 1,500 GSF of existing
structures, including two small structures known as Buildings 23 and 24 appended to
the eastern side of Building 113.

" Table 2 — Building Rehabilitation Plans

Building 113/114

The Union Iron Works Machine Shop consists of two
masonry buildings built from 1885-1888, later joined by a
concrete connecter in 1914. The brick.sections of Building
113 will be split info two wings and be used as light
industrialfflex space with ancillary office, showroom, and
retail uses, while the historic foundry -(Building 114) will
remain a separate space for light manufacturing with
ancillary office and retail. The center connector building
will become a publically accessible lobby and walkway fo
an exterior Plaza.

Buildings 115/116

‘| The Union Iron Works Foundry & Warehouse was '
constructed in 1916/1917 and comprises a three-bay
reinforced concrete structure. The spaces will return to
industrial use as light manufacturing W|th ancillary retail
and office.

5-
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Building 101.

Building 101, the 61,311 square foot former Bethlehem
Steel Office building, will return to office use on the top
four floors. The historic commissary on the park level
floor is expected to return to industrial food production
use or ancillary office uses.

Building 102

Building 102, the 11,266 square foot former Compressor
House, currently houses BAE Ship Repair’s electrical
distribution.

The Port has the responsibility to remove the electrical .
faciliies, following that Developer will redevelop the
building as a restaurant.

Building 104 _

The 45,237 square foot former Union Ironworks office

1 building was built in 1896 and will return to single tenant
office or medical office use.

Building 14

Building 14is a 16,315 square foot double-gable metal
warehouse constructed in 1944. The space will return to
industrial use as a warehouse with.ancillary office space. -

CEQA

California Environmental Quality Act ("CEQA”") Guidelines Section 15183  provides an
exemption from environmental review for projects that are consistent with the '
development density established by existing zoning, community plan or general plan
policies for which an environmental impact report (“EIR”) was certified, except as might
‘be necessary to examine whether there are project-specific effects which are peculiar to
the proposed project or its site. Section 15183 specifies that examination of such a
project’s environmental effects shall be limited to those effects that: a) are peculiar o
the project or parcel on which the project would be located: b) were not analyzed as -
significant effects in a prior EIR on the zoning action, general plan or community plan
with which the project is consistent; ¢) are potentially significant off-site and cumulative
_impacts'which were not discussed in the underlying EIR; or d) are previously identified
in the EIR, but which are determined to have a more severe adverse impact than that
discussed in the underlying EIR.. Section 15183(c) specifies that if an impact is not
peculiar to the parcel or to the proposed project, then an ElR need not be prepared for
the project solely on the basis of that impact. - -

The pro@sed Project is within the Eastem Neighborhoods Community Plan Area, fof
which the San Francisco Planning Commission certified the Eastern Neighborhoods

-
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Rezoning and Area Plans Final EIR ("EN FEIR") (Planning Department Case

No. 2004.0160E and State Clearinghouse No.'2005032048). Thus, the Planning
Department reviewed the proposed Project to determine if a community plan exemption
under CEQA Guidelines Section 15183 would be appropriate and determined that the
EN FEIR incorporated and adequately addressed all potential impacts of the proposed
Project. The Planning Department determined that the proposed Project would not
have any additional or significant adverse effects that were not examined in the EN
FEIR, nor has any new or additional information come to light that will alter the .
conclusions of the EN FEIR. Thus, the proposed Project will not have any new effects
on the environment that were not previously identified, nor will any environmental
impacts be substantially greater than described in the EN FEIR. No mitigation measures
previously found infeasible have been determined to be feasible, nor have any new
mitigation measures or alternatives been identified but rejected by Developer. Therefore
the Project is exempt from further environmental review under CEQA.

Thus, the San Francisco Planning Department prepared a Community Plan Exemption

- (“CPE" for the proposed Project, which was approved on May 7, 2014. A copy of the
approved CPE is on file with the Port Commission Secretary and is also available online
at hitp://sfmea.sfplanning.ora/2013.1168E_CPE.pdf. All applicable mitigation measures
from the EN FEIR have been incorporated into the proposed Project or will be required
as conditions of approval through the Port Commission’s adoption -of the Mitigation
Monitoring and Reporting Program (“MMRP”) attached as part of Exhibit B.’

MITIGATION MONITORING AND REPORTING PROGRAM (MMRP)

The CPE identifies certain mitigation measures identified in the FEIR fo avoid potential
significant negative effects. The Port will be responsible for implementing and in certain
instances monitoring the following measures which are futhdescnbed in the MMRP
attached as Exhibit B to this Memorandum

o Traffic Signal Installation
» [nterior Noise Levels
o Siting of Noise-Generating Uses
o Hazardous Building Materials
e Develop Additional Pedestrian and Roadway Treatments
o Designate Safe; Accessible, and Convenijent Bicycle Parking
» Designate Loading Dock Manager
e Require Traffic Controllers/Flaggers for Larger Dehvenes
o Limit Peak Hour Truck Movements
e Develop Construction Management Plan

e Adopt Transportation Management Plan

PUBLIC TRUST ANALYSIS

In 2011, California’s Leglslature passed Assembly Bill 418, introduced by Assembly
-8-
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member Tom Ammiano and signed into law by Governor Brown. This bill authorized
-several changes at Pier 70 including allowing non-trust uses of historic buildings if
necessary to finance rehabilitation of the buildings consistent with the Secretary .
Standards. This authorization was subject to findings from the State Lands Commission
(“State Lands™) Executive Officer that the reuse and rehabilitation included ample public
access to these buildings and a finding that rehabilitation of the building is not
economically feasible solely based on trust uses.

All the historic buildings related to the Project are used for Port storage needs or are
currently vacant, shuttered and not suitable for occupancy in their current state. Some
of the historic buildings are in such disrepair that immediate seismic and structural
reinforcement are needed. The Port sought a third party analysis regarding the
feasibility of reuse based solely on trust uses. This analysis found that a reuse program
reliant upon trust uses is .not economically viable. These historic buildings are not built
for nor are conducive to current maritime or public trust uses. Almost all maritime
industrial uses in San Francisco Bay require close access to the waterfront (such as a
berthing facility to load/unload materials/ equipment). There is limited demand for '
maritime tenants and those tenants have limited needs for these industrial
shed/warehouse facilities due to condition and location. Historic buildings at Pier 70,

- particularly the Union Ironworks buildings, are much larger than will be needed by most
mantlme tenants.

- Port staff has sought feedback regarding the proposed public access from State Lands
staff. Based on their initial review of the Access Map, State Lands staff is comfortable
with the level of public access allowing the public to experience the interior and exterior
of the historic Buildings on 20th Street in conjunction with the Plaza including public .
access connecting Louisiana Street to the Plaza. State Lands staff supports this public
access plan with requirements to:
e Include interpretive signage that help educate the public about the hlstonc
buildings and their contribution to the maritime history of Pier 70
» Include signage that alerts the public to the interior public access
e Expand the interior public access space, if feasible -
o Additional lobbies built in the office buildings (Buildings 101 and- 104), if any,
should include glass walls or large windows to help expand access to views of
the interior of the historic structures, based on tenanting and feasibility

Based on third party analysis and feedback from State Lands staff, rehabilitation of the
buildings consistent with the Secretary Standards is not feasible with only public trust
uses. Additionally, State Lands staff has noted that the Project includes ample public
access to these buildings. .

SUMMARY OF FlNANClAUBUSlNESS TERMS

The financial terms of Transaction Documents obligates Developer to rehabilitate and
operate the Project buildings, including securing needed investment, in exchange for a
66-year lease and a $1.5 million capital contribution from the Port. Up to an additional
$250,000 may be contributed from a State grant secured by the Port. Revenues from
the Project will first fund operating costs, then debt service and, until Developer’s equity
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is recovered, Developer will receive a 14% retumn (on a simple interest bésis) on its
investment. Developer.and the Port will share equally in net cash flow on a 50/50 basis

after Developer’s equity and return and Port’s $1.5 million and return are repaid.
Regardless of the schedule of Developer equity repayment, an annual minimum rent of
$240,000 will commence no later than 20 years after commencement of the Lease.
This structure achieves the Port's long-envisioned goal of rehabilitating these buildings
as soon as possible and provision of new workplaces for up to 600 jobs.

The Port Commission endorsed the Term Sheet with Developer in October 2012. A
summary of key financial terms that remain primarily unchanged include:

* . Developer will rehabilitate the buildings to meet the Secretary's Standards. Given
the age and dilapidation of the structures, this involves extensive repair and
replacement of building systems, structural upgrades, and life safety .

“improvements. Developer is also providing public access in the Plaza and atrium
of Building 113."

- The Port will redeploy the $1.5 million of capital funding budgeted in FY2011/12
for interim shoring of the Union Ironworks Machine Shop (Building 113) as a
contribution to the full seismic retrofit for this structure. (A grant secured in 2013
increases the Port’s contribution to $1.75 million.)

. Developer will invest up to $14 million of equity in the Project and secure Project
debt and historic tax credit investors for the remaining funds.

- Netrevenue from the Project after debt service will
o first pay Developer a 14% return (on a simple interest basis)
o then repay Developer’s equity |

o then repay Port’s equrty and assocrated retum

o - and finally be split equally with the Port- (“Participation Rent”)

. Port will participate in equal partrclpatron through equal sharing of any refinancing -
proceeds and in 10% participation in the net proceeds from a sale or assignment
of the Lease.

. Port will receive anticipated annual minimum rent in Year 20 of $240,000, even if
Developer has not yet recovered its equity investment.

. Parking for the Project will be provided as part of an area parking strategy on
sites to be determined and the Port, not Developer, will recelve parking income
from off-premises parking.

. The Port is responsible for the costs of relocating the electrical systems now in
Building 102 that serve the shipyard. Such costs are estimated at between $3
and $5 million depending on the relocation site and other engineering variables.

In the 18 months since endorsement of the Term sheet, staff and Developer have
continued to negotiate transaction terms. A summary of financial terms that reflect new
concepts developed or fill in areas unaddressed by the Term Sheet include:

. In February 2013, the ENA was amended to defer payment of Port’s transaction
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. costs in excess of $80,000 until Project revenues.can support repayment on par
with payments fo Developer, which obligations are further refined in the Lease.
Deferring Developer’s reimbursement obligation reduces the Project front-end
costs and lowers the requnred equity investment that would accrue at a 14%
return.

Asa protection from unknown Project elements that could not have been
discovered through reasonable due diligence, provisions have been included to
remove buildings from the Project and/or defer the minimum rerit if unforeseen
conditions are discovered. Unforeseen condmons must meet a threshold of $1
million.

Port is responsible for upgrades of adjacent streets and sidewalks (“Public
Realm”) to accommodate the Project. Port will use infrastructure financing district
funds, if available, to fund this Public Realm work. Developer can undertake Port

. Public Realm construction efforts, as a mutual option, and be repaid first fromra

credit against deferred transaction costs and second over time from the Port’s
Participation Rent.

Additional costs for tenant build-outs over and above “cold shell” will be funded:
1) through a side agreement between Developer and subtenant (thus reducing

-the sublease rent) or 2) amortized over the sublease term at Developer’s cost of
funds:

After repayment of Developer Equity, the Port will receive repayment of its $1.5
million contribution over 10 years in equal instaliments that includes a return on
Port’s capital equivalent to the Port revenue bond interest rate as of May 2014
(not to exceed 7%). Developer has the right to pre-pay outstanding Port Equity
and return. Minimum rent will be delaved if Port Equity is outstanding.

If the Port Participation Rent exceeds the amounts forecast in the Port approved
proforma and attached to the Lease, Developer receives an incentive payment of
20% of the excess above these. projections. This bonus only applies after
Developer’s equity is repaid and is only in effect after a 2 year construction period
for 20 years of the Lease.

PROJECTED SOURCES AND USE OF FUNDS

Based on further investigation and engineering analysis, Developer has refined the
Project cost estimates and anticipates total Project cost of $74 million (an increase from
the prior $58 million estimate). Hard construction costs have increased due to three
factors:

1) addition of $1 8 M of costs for the Plaza and site work,
2) additional building repair complexity after further due diligence and analysis, and
3) rising constructlon costs in the market.

Even with the mcreased costs, Developer antICIpates that the combination of strong
revenues and pre-leasing of a significant portion of the Project will allow them to secure
favorable debt terms, allowing the Project to remain feasible despite the higher costs.

“1-
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Table 3 below shows the sources and uses of funds for the Developer Project. Notable
additions consist of (i) participation in the City’s Seismic Safety Loan Program,
discussed below as a source, and (i) the greater Port contribution of $1.75 million,
reflecting State grant proceeds of $250,000. At this time, Developer is arranging its
bank and other financing so the table combines debt and equity until debt terms are
refined.

Table 3 - Sources and Uses

Sources ' $ Millions

Port Capital Funds+$250,000
rant 1.75
Seismic Safety Loan ' 202
Historic Tax Credit Equity . 14.9
Private Debt & Equity ' - 378
Total Sources . ‘ h $74.65
Uses
Hard Costs :
Building 101 : ‘ : 10.3
Building 102 ' 2.5
Building 104 ' 7.7
Building 113 ' 20.0
Building 114 - ‘ : 4.2
Building 115 . 2.4
Building 116 ' 47
Building 14 . : 23
Site/Plaza ' : 1.9
. Total Hard Costs ) 56.0
Soft Costs ' _ 1.5
Financing Costs S ' 6.2
Deferred Port Transaction
Costs 0.8
Total Uses $74.5
Notes:

Source Developer cost estimate and pro-forma. Values continually
being refined. o

Port funds include a State Grant of $250,000

Construction costs do not include tenant specific improvements.

Seismic Safety Ldan Program

In recognition of the economic benefits of lower cost financing, Developer is applying for
a loan from the City’s Unreinforced Masonry Building (URM) Seismic Safety Loan
Program (SSLP), which is administered through the Mayor’s Office of Housing and
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Community Development ("MOHCD").

The interest rate on the Seismic Loan, currently assumed at 7.5% for pro forma
purposes, is much lower than the 14% return on Developer equity specified in the Term
Sheet. The Seismic Loan proceeds will be used to fund the majority of the seismic
upgrade costs for Buildings 113/114 and 104, the former Union Ironworks Machine Shop
and office building respectively. Those costs are currently estimated at $26 million.

The SSLP was established through a 1992 voter approved general obligation (“G.0.”)
bond measure to provide loans to private owners of unreinforced masonry buildings. To
provide funds for borrowers, the City issiies G.O. bonds. The loan is to be used for
seismic strengthening costs plus a 25% allowance for disabled access/life safety
improvements. Eligible soft costs include legal, title/escrow, permit fees,
architecture/engineering, and environmental site investigations. Selsmlc Loans for non-
residential buildings, including these Pier 70 buildings, fall under the program’s Market
Rate Loan program. The followmg are some of the key criteria for Market Rate Loan
undenNnhng

Loan Term 20 years fully amortizing
Interest Rate City’s cost of funds + 1%
Loan to Value 90% to 95% LTV

Debt Service Coverage Ratio 1.05x to 1.10x

Developer is requesting authorization for a fotal Seismic Loan up to approximately $26
million which is the maximum based on eligible development costs. However,
Developer’s pro forma currently assumes a Seismic Loan amount of approximately $20
million based on the loan to value and debt service coverage requirements of the -
program.

The Seismic Loan committee typically provides a conditional loan commitment subject
to the borrower satisfying key Project milestones such as submitting the final appraisal,
securing building permits for the construction work, having firm commitments from all
sources of Project financing and obtaining signed leases from major building tenants. -
'Final approval of the loan and the actual amount of the loan will therefore be determined
subsequent to the loan committee’s initial, conditional approval at such time as .
Developer has satisfied the loan conditions and construction is ready to begin. Thisis
expected to occur in August 2014. Specifically, the Project still has several key
milestones to achieve before the Project is ready to begin construction:

 An appraisal that supports the underwriting criteria specified for Seismic Loans;
e Financing commitments equal fo or exceeding the total development cost of the
Project;
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¢ The construction loan and Seismic Loan have closed_or will close simultaneously
with close of escrow and delivery of the Lease;

» All required insurance is in place;

s Building permits are ready to be issued; .

» A performance bond or completlon guaranty is in place;

» A guaranteed maximum price construction contract is in place for the proposed
rehabilitation of the Project;

» A minimum level of preleasing of the buildings has been secured.

The current estimated interest rate is 7.5% assuming a taxable G.O. bond issue at
6.5%. The use of this loan will result in payments to the City greater than the costs to re- .
pay the bonds, avoiding any impact on the General Fund. The loan will be secured by -
Developer’s leasehold interest with the Port, but subordinate to any senior lender. The
Seismic Loan will provide a critical portion of the Project’s total funding requirement
since this loan can provide construction financing for the seismic components, replacing
costly developer equity.

Before MOHCD can enter into a loan agreement with Developer, and in advance of the
City selling new G.O. bonds, the following actions will need to occur:

1) Seismic Loan committee review and consideration of the loan application to
determine the application meets statutory underwriting requirements

2) Capital Planning Committee approval of the bond issuance

3) CEQA clearance of the Project

4) Port Commission and Board of Supervisors review and approval of the Lease

- 5) Board of Supervisors review and approval of the use of the SSLP and the

required bond indebtedness

6) Developer meefs all development agreement requirements and loan committee
conditions, and enters into the Lease

INFRASTRUCTURE FINANCING DISTRICT

State law authorizes the establishment of a Port Infrastructure Financing District (IFD) to
finance public improvement projects along the San Francisco waterfront. The Port IFD
may finance the same types of improvement projects that are financed by non-Port IFDs
(open space, parks, and street improvements), as well as projects specific o the Port,
including removal of bay fill, storm water management facilities, shoreline restoration,
and maritime facility improvements..Increased property tax revenues resulting from

* certain Port development projects (tax increment) may be redirected from the General
Fund to the Port IFD in order to finance public improvements, subject to Board of
Supervisors approval. In 2013, the Board of Supervisors approved a resolution of
intention (1) to-establish the Port IFD consisting of eight project areas; and (2) directing
the Port Executive Director fo prepare a financing plan, subject to Board of Supervisors’
approval.

The Port intends to submit the IFD proposal for the proposed dev‘elop’ment&of the 20th
Street Historic Buildings to the Board of Supervisors for approval concurrent with the
A4
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LDDA and Lease in the coming months. To that end, Port staff, assisted by a team of

consultants led by Keyser Marston Associates (‘KMA”), is currently preparing an

infrastructure financing plan (IFP), which will be the foundation of an IFD to be formed

pursuant to State and local IFD legislation to fund a portion of public infrastructure

improvements supporting the rehabilitation of the historic buildings at Pier 70 related to

this lease. The IFP is expected to fund the following lmprovements with a combined .
“estimated cost of approximately $5 million:

Upgrade traffic signal at 20™ and Illinois Street

Temporary pedestrian access along Georgia, Michigan and Louisiana Streets
Repair of sidewalk along 20" and Illinois Streets

Street lighting and ADA access ramps on each of the streets above

Shoring and repair of Building 105 (o allow safe access to 20™ Street south
sidewalk to Louisiana Street)

» Replacement of the electncal equipment servmg the BAE shipyard (currenﬂy in |
Building 102). - ,

The Project is expected to generate an estimated $450,000 annually in property taxes.
Many of the improvements listed above need to be in place when the Project opens and
before significant tax increment is generated. The Port and Developer may have to -
advance funds for these improvements and be repaid from IFD funds generated after
the Project is opened.

TRANSACTION DOCUMENTS

Developer Entity Signing the Documents

The ENA contemplates that Developer may assign its rights under the ENA to an
affiliate owned or controlled by Orton Development, Inc. or J.R. Orton, lll. J.R. Orton, 1li
is the President of Orton Development, Inc. Such assignment can take place without
the Port’s prior consent. Accordingly, the Transaction Documents may bé entered into
between Port and an affiliate of Orton. Orton is proposing that Historic Pier 70, L1.C, an
entity that is or will be newly formed by Orton, be the signatory to the Transaction
Documents. Port staff will confirm prior fo entering into any of the Transaction
Documents with an entity other than Developer, that such entity is a Developer affiliate.

Legal Effect of the Documents

The Lease Disposition and Development Agreement will be signed by the Port following
its approval by the Port Commission and following approval of the form of Lease No.
15814 (“Lease”) by the Port Commission and Board of Supervisors. The LDDA will go
into effect immediately upon execution by the Port and Developer, but the Lease will not
go into effect until certain conditions are met. Once these conditions have been
satisfied, the Lease will be executed and delivered to both parties through an escrow.
Some of the conditions are discussed below.

The Lease will become effective immediately upon delivery fo Developer and expire 66
years after the commencement date. The LDDA will expire upon completion of
=45~
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construction and recording of a Certificate of Completion. Until the recording of the
Certificate of Completion, both the Lease and the Development Agreement will be in -
effect.

Lease Disposition and Development Agreement (“LDDA”)

The purpose of the LDDA is to set forth the requirements for the rehabilitation and re-
development of the Site, and the conditions for delivery of the Lease to the Developer.
The Port will deliver the Lease to Developer if the conditions are satisfied. The LDDA
provides Developer with the certainty it needs fo invest further in the design,
construction documents and approval process for the Project and to finalize the Project
financing. The LDDA protects the Port because the Port is not obligated to deliver the
Lease unless and until the conditions in the LDDA are satisfied or waived by Port. After
Developer completes construction of the improvements described in the Scope of
Development, the Port will issue a Certificate of Completion, which upon recordation will
terrninate the LDDA. Port Commission approval of the LDDA is required because it .
concermns a major development on Port property and sets forth requirements for
dehvermg the Lease.

Development of the Site
Under the LDDA, Developer will have the following obligations for development of the
Site:
1. Accept the Site in its "as is condition, perform due diligence investigations, ,
comply with laws and regulations and obtain all regulatory approvals necessary
- to undertake the planned development
2. Construct the improvements in conformance with the Scope of Development and
Schematic Drawings and within the timeframes set forth in the Schedule of
Performance. These documents will be attached as Exhibits to the LDDA The
improvements must comply with the Secretary s Standards;

3. .Secure a Letter of Intent from a major bank for $35- $40 million construction
finance loan secured by a personal guaranty from J.R. Orton, lll, an individual,
also known as Eddie Orton, the President of Orton Development, lnc and -
subject to ongoing liquidity requirements of J.R. Orton, IlI; '

Comply with the Mitigation Monitoring and Reportlng Program;

Carry insurance and indemnify the Porf;

. .Reimburse the Port for costs of staff time and legal fees incurred during the term

of the LDDA and any outstanding costs incurred during the term of the ENA;

7. Furnish Port with “Record Documents” documenting all improvements after
completion of the improvements; _

8. If the LDDA terminates prior to close of escrow (for any reason other than a title
defect, casualty or a termination caused by a Port event of default), Developer
will be required to pay a termination fee of $200,000 to the Port;

o 0

Condrtlons to Close of Escrow
The following conditions, among others, must be satisfied in order for escrow to close,
at which time the Lease and Site will be delivered to Developer:

1. The Port Commission shall have approved the Transaction Documents, and the
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Board of Supervisors shall have approved the Lease;

2. The Port shall have approved the development budget and ev1dence of adequate
financing for the Project, including evidence of Developer's ability to meet debt
service obligation(s) and evidence of a commitment letter from a lender, if
applicable. The Port also must have approved Developer’s statement of sources
and uses of funds, which must be sufficient to. démonstrate that Developer has or
will have funds equal to or exceeding the total development cost of the
improvements and that such funds have been spent for uses described in the

- development budget or are committed -and available for that purpose;

3. The Port shall have approved Developer’s guaranteed maximum price contract for
construction of the improvements; :

4. The Port shall have approved the Schematic Drawings, materials and color samples
and Final Construction Documents and is ready to issue a building permit;

" 5. Developer shall have submitted evidence satisfactory to Port that the lmprovements
are consistent with the Secretary's Standards;

6. Developer shall have obtained all regulatory approvals required to commence
construction of the improvements. These approvals include a letter of determination

from the Executive Officer of the State Lands Commission (“State Lands™) that the
restoration and preservation of any of the historic buildings within the Project where
non-Public Trust uses are contemplated cannot be feasibly financed with available
Public Trust uses, and that the non-Public Trust uses or Lease are part of an overall
proagram that furthers Public Trust purposes.-

. 7. Developer shall have deposited exaction fees that are required to be paid pfior fo
close of escrow; and

8. J.R. Orton, {li shall have provided a personal guaranty to the Port guaranteeing the
completion of core and shell improvements for each of the bulldmgs within the
leased premises.

Phasing _
In lieu of Port leasing to Developer the entire historic core at close of escrow, Developer

will initially lease buildings 113, 114, 115, and 116 (the “Initial Site”). The | DDA
contemplates that the Initial Site will be expanded {o include the other buildings within
the historic core (each an “Expansion Site”) within three years following Lease
execution, with construction to follow soon thereafter. Developer may, however,
remove one of the Expansion Sites if there is an unforeseen condition that would
increase the cost by $1 million or more to develop that specific Expansion Site.

Key Exhibits to the LDDA
The following exhibits to the LDDA hlthlqht key enforceable mstruments that delineate
Developer’s obligations to Port.

Scope of Develggment
The Scope of Development sets forth the improvements that are to be constructed on
the Site by Developer.
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Schedule of Performance

The Schedule of Performance sets forth the deadlmes by which the parties are required
to submit or approve documents prior to close of escrow and deadlines by which the
parties are required to act during the construction phase of the Project. All deadlines
are subject to force majeure.

Schemati¢c Drawings -
Schematic Drawings, consisting of site plans and elevations, wnl be attached to the
LDDA. The full set of Schematic Drawings is on fi le wrth the Port Commission

Secretal_y

Development Budget
The Development Budget for the Pro;ect showmg a total development cost of $75
mllhon

Lease (“Lease”) '

The Lease between the Port and Developer will be delivered through an escrow when
the conditions of the LDDA are satisfied. Port Commission approval of the Lease is
required because it concerns a major development on Port property and has a term of
66 years. Developer will be referred to in this section as “Tenant.”

The following business terms have been negotiated between Port Staff and Tenant:

Term
66 years.

Commencement Date
The Lease commences when the PrOJect closes escrow.

Termination Date
66 years from the Commencement Date.

Er_e_mls_es
Initial Site: Buildings 113, 114, 115 and 116 and the adjacent Plaza.

Expansioh Site: As provided in the LDDA, the Premises may be expanded from time to
time to include additional land and buildings within the historic core

The “Premises” means collectively the Initial Site and any Ekpansion Sites that are
added to the Premises in accordance with the LDDA.

Uses

Tenant will use the Premises for the following uses and for no other use without the
prior written approval of Port, not to be unreasonably withheld, which Permitted Uses
may include:

L
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Building 101: general office use, cafeteria, showroom, PDR, arts and arts production,

research, development, design, restaurant, or industrial kitchen, and residential use of

an existing penthouse residential unit located on the top floor, and related ancillary uses
only.

Building 104: general office or medical office use showroom, PDR, arts and arfs
production, research, development, design, and related ancillary uses.

Building 102: restaurant or commercial uses, food production, industrial kitchen use,
. showroom and related ancillary uses.

Buildings 113, 114, 115, 116 and 14: Design, production (which may include any non-
office uses that integrate multimedia, information technology, or software development
functions;), light manufacturing, research, recreation, education, life science,
warehousing, manufacturing, industrial kitchen and food production, and arts-related
activities and related ancillary uses, including ancillary -office, showroom, and retail.

Atriums and Plazas: Public and private events, food service, loading, and retail. Retall
and other ancillary uses would be allowed in angillary structures or shipping containers
subject to review of the Port staff. The Lease rules and guidelines would allow up to
100 major event days annually with up to 25 event days with complete closure of the -
Plaza and 15 events days resulting in complete closure of the Atrium. The Port would
need to review and consent to any additional events proposed by the Tenant. A portion
of the building edge of the Plaza (one third of the frontage) would be allowed for use by
subtenant yard activities subject to Port review and the provisions of the Lease.

A Project office for Tenant’s use may be located within any one of the on the Premises.

Subleasing .
Tenant will not Sublease any portion of the Premises without the prior written consent of

Port, which consent will not be unreasonably withheld. However in the Lease the Port
pre-approves a broad.range of subleases so long as they are arm’s length transactions
and structured at market rental rate and comply with the provisions of the Lease. In -
addition to pre-approved subleases, Port retains sublease approval rights for subleases
of greater than 100,000 square feet in the aggregate to a single user or Subtenant and
its affiliates. The Port also retains sublease approval rights of initial Subleases to be -

"~ executed for all or substantiallv all of the east and west wings of Building 113.

. Signs
- Tenant does not have the right to place, construct or maintain any Sign on the exterior
of any Buildings within the Premises without Port's prior wntten consent.

Required Public Access Areas

Tenant must maintain throughout the Term, dedicated public access areas within the
Premises, including areas within the Buﬂdlngs where non-Public Trust uses are
contemplated in compliance with the California State Lands Commission’s Executive
Officer's determination related to the Project, to permit the public to view-the interior and
exterior historic architectural amenities, the Historic Fabric, and other amenities to
educate the public about such Historic Building and its contribution to maritime history.
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| Minimum Rent
An annual minimum rent of $240,000 will commence no later than 20 years after
commencement of the Lease.

Adjustments to Minimum Rént:»

5-Year Adjustment to Minimum Rent: On each Adjustment Date, the Minimum Rent
payable under this Lease will be adjusted to equal the greater of (i) the Minimum Rent in
effect immediately prior to such Adjustment Date, or (i) one hundred percent (100%) of
the amount determined by multiplying the Minimum Rent.in effect immediately prior to
such Adjustment Date by a fraction, the numerator of which is the Current lndex and the
denominator of which is the Prior Index. .

Periodic 10-Year Adjustment to Minimum Rent:

On each Periodic 10-Year Adjustment Date, the Minimum Rent payable under this

. Lease will be adjusted to equal the higher of (i) the Minimum Rent then in effect, or (ii)
the amount obtained by adding all of the Participation Rent due for the five (5) year
period immediately prior to the applicable Periodic 10-Year Adjustment Date as further
described in the Lease.

Application of Net Revenues Until Repayment in Full of Developer Equity and Return &
Port Capital Contribution and Return.

One hundred percent (100%) of net revenues will be apphed {o pay off outstanding
Developer Equity.and retum, any deferred Port transac’non costs, and outstanding Port
eqwtv and return, until fully pald

Participation Rent

From and after the Developer Equity Repayment Date and repayment in full of Port
Capital Contribution and Port Capital Return and throughout the Term thereafter,
subject to a cash flow bonus, Tenant will pay to Port participation rent on a monthly
basis equal to (i) fifty percent (50%) of Net Revenues (i} less the Minimum Rent due
. and payable for the applicable calendar quarter (“Participation Rent”).

Cash Flow Bonus : :
If Tenant meets all of the following condl’uons Tenant will be entitled to a Cash Flow
Bonus from the Net Revenues generated from the Premises equivalent to 20% of the
excess above pro forma projections until the calendar year that includes the 22™
Anniversary Date (the “Potential Bonus Perlod”) subject to the following conditions:

, (1) Tenant has complied with its agreement with the Contract
Monitoring Division and CityBuild regarding the hiring of LBEs and local residents in
connection with the development of the Project. :

(i)  All outstanding Developer Equity and return has been fully
repaid; . _

(i)  All outstanding Deferred Port Transaction Costs and any
Transaction Costs due and payable to Port under the LDDA have been fully repaid;

(iv)  All outstanding Port Capital and return has been fully repaid;
(v)  NetRevenues exceed the Cash Flow Bonus Threshold; and

(vi)  There is no uncured or outstanding Tenant Event of Default.
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During the Potential Bonus Period, Tenant will include (i) in each Monthly Net Revenues
_ . Statement, Tenant’s estimate of the amount of Cash Flow Bonus it will be entitled to at
the end of the applicable calendar year, and (ii) in each Annual Net Revenues
Statement, the actual amount of Cash Flow Bonus Tenant is entitled to for the applicable
calendar year, accompanied by documentation to support its position. Subjectto Port
receiving the Annual Net Revenue Statement in accordance and in compliance with the
Lease, Tenant will be entitled to a Cash Flow Bonus set forth in such Annual Net
Revenue Statement. The Cash Flow Bonus will be deducted from Net Revenues
immediately prior to calculating the Participation Rent due to Port at the end of each
calendar year. In no event will the amount of Net Revenues or the Cash Flow Bonus
Threshold used to calculate Cash Flow Bonus include any Transfer Proceeds.

- Port's Paﬁicipation in Transfer Proceeds ‘
Tenant and all subsequent assignees will pay to Port ten percent (10%) of the Net
Transfer Proceeds, if any, from a Transfer of the Lease that occurs during the Term.

Port Participation in Refinancing Proceeds

‘Tenant and all subsequent assignees will pay to Port fifty peréent (50%) of the Net
Refinancing Proceeds, if any, from close of escrow for each Refinancing that occurs
during the Term.

Improvements & Subsequent Construction :

Tenant is obligated to construct the improvements set forth in the Scope of
Development and has the right to construct additional improvements throughout the
term of the Lease. All improvements must comply with the Secretary’s Standards.

Repairs and Maintenance

Throughout the Term, Tenant will maintain and repair the Premises and all
Improvements thereon in substantially the condition the Improvements were completed
_pursuant to the terms and conditions of the LDDA, less reasonable wear and tear,

Management and Operating Covenants

. Tenant is required to: (i) manage and operate the Premises at no cost to Port and to
maintain the.Prémises consistent with a first-class light industrial/restaurant-project
located in San Francisco; (i) keep the atrium open to the public during business hours; _
(iii) install and fly a Port flag on the all roofs; (iv) obtain Port's consent for exterior
improvements; (v) obtain Port’s consent for outdoor exhibits unless certain criteria
defined in the Lease are met, in which case prior Port consent is not required;. (vi).
remove graffiti promptly from the Premises; (vii) abide by the Mitigation Monitoring and
Reporting Program attached to the Lease; and (viii) comply with the Pier 70 RlSk
Management Plan attached to the Lease.

~ Subleasing of Premises and Reporting of Leasing Activity

Tenant will engage one or more leasing agents for the subleasing of the Premises in
accordance with the Lease. Tenant will provide Port with monthly leasihg activity
reports at the Site. -
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- Utilities
Tenant is responsible for providing all utilities to the Premises, mcludlng installation and
connection, and for separating utilities from adjacent properties.

Insurance )
Tenant will be required to carry a complete package of insurance on the Premises,
- which has been approved by the City’s Risk Manager.

Damage or Destruction

In the event of a casualty, Tenant may not terminate the Lease or stop paying rent, and
must restore the Premises, except in the following circumstances: if there is a “major
casualty” (meaning the cost of damage exceeds 60% of the cost to replace) occurring in
the last ten years of the term, or if there is an “uninsured casualty” (as defined in the
Lease) occurring anytime during the term, then Tenant may elect either to restore the
Premises or terminate the Lease.

Security Deposit

Tenant shall pay to Port a security deposit for the Premises i in an amount equal to
$40,000 equivalent to the 2 months of the projected $240,000 annual minimum rent at
year 20 of the Lease.

Env1ronmenta| Financial Performance Deposit

Tenant will deliver to Port an environmental financial performance deposit in an amount
to be determined by Port as adequate for protecting the Port from the increased
potential environmental liability arising out of Tenant's activities.

Environmental Oversight Deposit '

Tenant will deliver to Port an environmental oversight deposit in cash, in an amount
equaling Ten Thousand Dollars ($10,000), as security for Port’s recovery of costs of -
inspection, monitoring, enforcement, and administration of Tenant's performance of its
obhgatlons relating to hazardous materials.

Assignment
Tenant may not assign the Lease without the pnor written consent of the Port (which

consent may be withheld in Port’s sole discretion prior to issuance of the Certificate of
Completion and in Port's reasonable discretion after issuance of the Certificate of
Completion) except to a permitted mortgagee, to an entity for the purpose of taking
advantage of historic preservation tax credlts or tax-exempt bonds, or fo an entlty
affiliated with Tenant.

Indemnification and Waiver: :
The Lease contains standard general indemnification and hazardous materials
indemnification provisions. :

Defaults and Remedies
If Tenant defaults under the Lease, Port has all rights available at law or in equity,
including the right to keep the Lease in effect and collect rent and the right to terminate
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the Lease. If the Port.defaults under the Lease above, Tenant has the exclusive right to
offset or deduct only from the Rent becoming due hereunder, the amount of all actual
damages incurred by Tenant as a direct result of the Port Event of Default, but only after
obtaining a final,.unappealable judgment in a court of competent jurisdiction for such
damages in accordance with applicable Law and the provisions of this Lease, or
equitable relief. '

[ easehold Mortgages '

Tenant will be permitted to mortgage its leasehold interest (but not the fee) in the
. Premises, with Port’s prior consent. A mortgage may be given only to an institutional
lender or a lender approved by Port in its sole discretion.

~ City Requirements
Tenant is required to comply with all Clty policies and ordinances now in effect.

Other Transaction Documents

Port and Developer anticipate executing other documents including hcenses for Port
property adjacent to the Project, such documents being necessary to provide Developer
with means of ingress and egress to the Project and for other purposes required by the
Project.

Second Amendment to Exclusive Neqotiation Agreement (“Amended ENA”)

Port and Developer previously entered into an Exclusive Negotiation Agreement
(“ENA") dated as of May 16, 2012 setting forth the terms and conditions under which
Port and Developer would negotiate a Term Sheet, a LDDA, a Lease and other
Transaction Documents required to implement the Project. The Port and Developer
amended the ENA by the First Amendment dated as of March 20, 2013. The ENA term
currently expires on June 20, 2014.

Port and Developer now seek a Second Amendment to extend the term of the ENA to
provide adequate time to secure all required project approvals necessary to execute the
LDDA. The term of the Amended ENA will be extended and shall expire upon the earlier
of December 31, 2014, or the effectiveness of the LDDA, as further described in the
ENA on file with the Port Commission Secretary. ‘

LOCAL CONTRACTING AND HIRING COMMITMENTS ‘

Developer is working with the City's CityBuild program and the Contract Monitoring
Division to ensure that local disadvantaged busmesses (*LBE") and local residents
participate in this Project. .

The Seismic Safety Loan Program requires 25% of total worker hours be completed by
economically disadvantaged workers earning 50% or less of the local median income;
this requirement will apply for the estimated $20 million of Project costs funded through
the loan. Developer has agreed to use local workers for 25% of total worker hours and a
LBE participation goal of 17%.

The SSLP requires the Developer to seek at least one bid for the structural work from a
Local Business Enterprise (LBE), certified as such by the Contract Monitoring Division.
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However, while the loan program does not require a specific target for LBE participation
in the Project, the Contract Management Division reviewed the types of construction
work needed for this specialized Project and after review by CMD and Developer, the
Developer has agreed to the aforementioned 17% goal for all Project work to be
performed by LBEs.

The Lease will require Developer and its subtenants to participate in the City's First
Source Hiring Program (San Francisco Administrative Code Sections 83.1 et seq.)
which establishes specific requirements, procedures and monitoring for first source
hiring of qualified economically disadvantaged individuals for entry-level positions.

COMMUNITY OUTREACH

Since being selected as the Port’s development partner for the Project, Developer has
met on numerous occasions with neighbors and stakeholders. Comments and
observations generated through these outreach efforts have shaped and informed the
Project plans. :

On March 19, 2014, Developer provided a Project update to the Central Waterfront
Advisory Group (“CWAG”). On April 16, 2014 Developer presented CWAG further
details on prospective tenanting plans and parameters for the publically-accessible
portions of the Project — the Plaza and atrium. The membership is very interested in the
Project and on April 22, 2014, the CWAG submitted an email to the Port Commission
supporting the Project, copy of which is attached as Exhibit C to this Memorandum.

On March 18, 2014, Developer met with San Francisco Architectural Heritage
(“Heritage”) to present the Project’s approach to preserving the historic fabric of the

site. OnApril 21, 2014, Heritage staff submitted a letter to the Port Commission offering
its s@port for the Prolect a copy of Wthh is attached as Exhibit D to this Memorandum.

Developer has also met with the Dogpatch Neighborhood Assocnatlon the Potrero
Boosters and the Heritage Preservation Commission. These groups and numerous
individual members of the nelghborhood have expressed enthusiastic and wide-spread
support for the Project. -

FISCAL ANALYSIS

Development Economics

Since being selected as the successful respondent to the RFP in 2012 Developer has
been performing predevelopment due diligence with regard to the development
economics of the Project. These activities have included: (1) working with their design
and engineering team to develop an approach to the rehabilitation of the buildings,

(2) working with Developer’s general contractor, Nibbi Brothers, to refine the
construction cost estimate, (3) estimating market rental rates and operating expenses,
and (4) assembling the necessary financing. Developer has made significant progress
in understanding the Project’s economics and has prepared a development pro forma
that contains their best estimates of Project economics as they stand today. The pro
forma is designed to err on the conservative side; going forward Developer will continue
to refine the cost and revenue projections based on further due diligence. Therefore, the
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final development economics of the Project will- hkely dewate somewhat from those
summarized in this Memorandum.”

Development Costs

The Project’s development costs can be broken down into the following main
categories: (1) direct costs of construction, (2) indirect or soft costs, and (3) financing
costs. In total, the Project is estimated to cost approximately $74 million (as shown on
Table 3 above) to complete or $279 per square foot of gross building area.

The direct construction cost estimate is based on estimates frorh Developer’s general
contractor, Nibbi Brothers, (“Nibbi”) and includes standard general contractor costs
such as general conditions, contractor insurance, and contractor overhead/profit.

The rehabilitation of the Project buildings is required to be consistent with the Secretary

" of the Interior’s standards for historic buildings. The construction costs are based on
build out of the space to a cold shell condition (i.e. individual tenants will have to install
additional improvements to suit their needs). Subsequent lease negotiations with
individual tenants will ultimately determine what level of tenant improvements will be
made. Developer has included in their pro forma a tenant allowance of roughly $5 per
square foot to be provided to tenants for specialized build-out of their space.

In the subsequent months leading up to the targeted summer construction start, the
Project will go out to bid, after which there will be a guaranteed maximum price (GMP)
construction contract. In addition, the LDDA will require that the Project have a
performance and payment bond from Nibbi and a completion guaranty furnished by J.R.
- Orton, 1 in order to protect against the Project not being completed.

Operating Income

Operating income from the Project will be derived from leasing of the buildings to light
industrial, office, retail and restaurant tenants. Based on their discussions with
prospective tenants and .on current market conditions for similar space, Developer is
projecting total gross rental income from the Project at approximately $5.97 million per
year. This equates to almost $25 per square foot of net leaseable area on average.
Higher rents are projected for the office and restaurant space and lower rents to the light
industrial space.

Sources of Funds . i

' The following is a brief summary of the various sources of funds in the ﬁnancmg plan (in
no particular order):

o Port Contribution. The Port is committing a $1.5 million capital contribution for the
Project and an additional $250,000 in grant funds from the California Cultural
. Equity Endowment. In addition, the Port is deferring most of its transaction-
related costs until they can be repaid from Project cash flow.

e Developer Equity. Developer is committing up to $14 million in equity. However,
it is advantageous for the financing plan to utilize lower cost f inancing when
25-
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available. The current financing plan includes approximately $6 million in
Developer equity during construction, which is repaid out of a combination of
operating cash flow and permanent (take-out) financing.

o Hisforic Tax Credits & Bridge Loan. Because the buildings are listed on the
National Historic Register, the Project can qualify for historic tax credits o fund a
portion of the rehabilitation costs. Developer estimates that approximately $13
million in historic tax credit equity can be raised. A bank bridge loan might be
used as temporary construction financing until the tax credit equity is in place.

» Bank Construction Loan. A $35 million bank construction loan will fund nearly half
of the Project’s costs. The bank will require a personal guaranty from J.R. Orton,
Ml and certain pre-leasing requirements prior to funding of the loan.

e Seismic Safety Loan Program (Seismic Loan). This City sponsored financing
source is described in detail in the following section of this report. Currently
MOHCD'’s loan committee is underwriting a $20 million loan. Developer may
utilize this loan as construction financing (taking draws based on ongoing
construction expenditures) but the pro forma presumes that the loan will remain
in place fora total of eight years after which it will be repaid with permanent take-
out financing. -

» Permanent Take-Out Financing. Once the Project is complete and the operating
income stabilized, Developer will take out the bank construction loan with
permanent financing. Developer is proposing to utilize industrial revenue bonds
for permanent take-out financing, which generally offers more favorable terms for
long-term debt. As currently projected, there will be two tranches of permanent
financing. The first tranche is estimated to be available immediately following
construction completion (estimated in 2017) and will be used to repay the bank
construction loan. The second tranche will be used to repay the Seismic Loan in
2021(approximately eight years into the 20-year Seismic Loan term, in order to
conform to the City’s requirement that eight years pass before bond-backed debt
is repaid). If the Seismic Loan is not prepaid prior to the 20-year term, the second
tranche of permanent financing would not be required.

Projected Port Rent

Base Rent
The Lease requires minimum base rent of $240,000 per year no later than 20 years
after Lease execution (projected to be in 2034).

. Participation Rent
The Port will also receive Participation Rent based on net Project income after
Developer has been repaid its equity and has received a 14% simple return on its equity
investment. Based on current projections, the Participation Rent will begin as early as
2022 and will far exceed the amount of the Base Rent. Based on the “base case” pro
forma projection, Developer will provide an upfront approximate $6 million equity
investment into the PrOJect which will be repaid by 2022 from net debt Project cash flow
26—
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and residual permanent finaneing proceeds. Once Developer’s equity and return have

~ been paid, and Port’s Capital and return’ have been paid, the Project’s net income is
split 50/50 with the Port. :

Based on the base case pro forma, Port Equity repavment and Partlcmatlon Rent will.
commence in 2022. Port Equity and Return will amount to $298,000 annually for ten
years and Port’s Participation Rent is estimated at $115,000 in 2022, rising fo $930,000
in 2034. The net present value discounted at 6% of all Port revenue including Port
Equity and Returns, and Base and Participation Rent is estimated at $18.6 million for
the 66 vear term of the Lease.

Risk Analysis
A development project of the complexxty of the Project has many challenges that could

affect the financial outcomes to the Port. In recognition of the fact that the Project’s
ultimate development-economics can vary from the pro forma, Developer.has run
sensitivity analyses to test the economic impacts of changes to certain pro forma
assumptions. The three risk factors tested were: (A) delayed construction of Buildings
101, 102, and 104, (B) 15% higher rehabilitation costs, and (C) 15% lower rents. These
sensitivity analyses are based on the March 2014 pro forma analysis and were
reviewed by KMA. : :

o Sensitivity A: Delayed Phasing. As mentioned, the first phase of the Project must
include Buﬂdmgs 113, 114, 115, and 116 (the industrial buildings on the south
side of 20" Street) but not buildings 101, 102, and 104 on the north side of 20".
Since the base case pro forma and underwriting is based on the whole Project
being built in one phase, this scenario results in a delay in Project revenues. The
results . of this sensitivity are that the Port’s rent would be delayed by eight years
(to 2030) and total rent would be about 10% less than currently projected.

» - Sensitivity B: 15% Higher Cost. This sensitivity tests the impacts of a 15%
increase in capital costs, or a roughly $10.8 million increase. Barring other
sources of funds that might be identified, this change would require Developer to

- contribute about $8.4 million more equity to complete the Project (the difference
is made up mostly from higher tax credits, which are tieéd directly to costs). Since
the Port's Participation Rent is calculated after Developer has achieved its equity
return, in this scenario the Port’s rent would be delayed by 12 years (2034) and
total rent would be about 40% less than currently projected. Per the Term Sheet,
the Port’s Base Rent would begin no later than Year 20 of the Lease regardless
of whether Developer has received its equnty retum.

o Sensitivity C: 15% Lower Rents. In this scenario gross rental income is assumed
to be 15% lower than projected. The results of this scenario would be that the
~ Port’s rent would be delayed by 12 years (2034) and total rent would be about
60% less than currently projected.

DEVELOPER FINANCIAL CAPACITY

The Devel'oper has secured a Letter of Intent from a major bank for $35- $40 million
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construction finance loan secured by a personal quaranty from J.R. Orton, Il and
subject to ongoing liquidity requirements of J.R. Orton, lll. As described above,
MOHCD’s loan committee is currently underwriting a $20 million seismic safety loan.
Between these capital sources, the Port’'s commitment of up to $1.75 million and the
Developer’s commitment of up to $14 million, the Developer has secured ample
financing for the Project as summanzed below:

Port Capital: Funds+$250 000 grant ‘ $1.75

Seismic Safety Loan . 20.2
Historic Tax Credit Equity ' 14.9

Private Debt & Equity : : 37.8

KMA has undertaken a review of the latest ann.uél financial statements provided for J.R;

Orton, lll and Orton Development, Inc. -As of December 31, 2013, J.R: Orton, {il had
cash. or cash equivalent assets sufficient to: (1) fund the $14 million maximum equity
contribution for the 20™ Street Historic Buildings, and (2) satisfy the liquidity
requirements of the proposed bank construction loan. Port staff conducted additional
due diligence to assess the financial wherewithal of J.R. Orton, [l and it has concluded
the KMA analysis remains relevant to date.

The financial statements list liabilities representing a small percentage of total listed
assets. Additionally there are some contingent liabilities in the form of J.R. Orton, 1
personal guarantees for several property loans in his property portfolio. These personal

quarantees represent of small portion of the overall asset base analyzed. As discussed

above, prior to the Close of Escrow, Developer will:

1. Have Port approve the development budget énd confimm evidence of
adequate financing for the Project, including evidence of Developer's ability to

meet debt service obligation(s) and evidence of a commitment Ietter from a
lender, if applicable;

2. Have Port approve its s'ta;cement of sources and uses of funds, which rﬁust be

sufficient to demonstrate that it has or will have funds equal to or exceeding
the total development cost of the improvements and that such funds have
been spent for uses described in the development budget or are committed
and available for that purpose;

3. Have Port approve its guaranteed maximum price contract for.construction of
the improvements;

4. Have Port approve the Schematic Drawings, materials and color samples and
Final Construction Documents and confirm Port is ready to issue a building
permit; .

5. Have deposited exaction fees that are required to be paid prior to close of
escrow; and

" 6. J.R. Orton, [li shall have provided a personal guaranty to the Port
guaranteeing the completion of core and shell lmprovements for each of the
buildings within the leased premlses
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In summary, the Developer has demonstrated adequate capital sources for the Project
and the financial capacity to deliver its commitments under the LDDA and Lease.

NEXT STEPS

If the Port Commission confirms the CEQA findings and approves the Transaction
Documents, the following additional steps need to happen for final approval of the
Project, lncludmg the Seismic Loan and IFD:.

1) May 2014:. Seismic Loan committee reviéw and consideration of the loan
application to determine the apphcatlon meets statutory underwriting
requirements;

2) May or June 2014: Capital Planning Committee approval of the IFD, Selsmlc
Loan, and bond issuance;

* 3) June or July 2014: The Board’s Budget and Finance Committee conSIderatxon of
the Project including review of the Lease, IFD, Seismic Loan and the required
bond indebtedness by the Budget Analyst

4) July 2014 Board of Supervisors review and approval of the Lease, IFD Seismic
Loan and the required bond indebtedness; and

5) August 2014 If Developer meets all LDDA requirements and loan committee
conditions, then Port and Developer enter into the Lease.

PROJECT BENEFITS :

Rehabilitation of these historic structures and enabhng of their reuse and public
enjoyment is both the primary outcome of the project and the primary community
benefit. The challenging nature of the Pier 70 project as a whole, with a particular focus
on the historic resources, was well understood by the public and policymakers in
November 2008 when 68 percent of voters supported Proposition D amending San
Francisco’s Charter to facilitate the Pier 70 project. As discussed above, Developer’s
project will include a public plaza and spaces to foster the communlty s enjoyment of
Pier 70’s’ ‘heritage.

These buildings will provrde 400-500 jobs when the project is complete and leased.
Construction of the project, over a two year period, will employ an estimated 250
workers (full time equivalents). In both the construction of the project and. in its long-run
-operation, Developer is committed to working closely. with the City to employ San
Franciscans and use local businesses to accomplish the following important goals:

1. Saving an extraordinary collection of historic buildings from potential collapse.
The Port’s Capital plan has approximately $110 million of unfunded costs for
these structures. Transferring responsibility for these buildings to Developer
will reduce the Port's unfunded capital requirements and positively affect the
Port’s credit outlook.

2. Adding to the value of Port Property. This effort will create about $50 - $60
: million of new assessed value that would provide up to $40 million of future
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tax increment that can be reinvested in Pier 70 through the infrastructure
financing district..

3. Improving the Port’s operating cash flow.

4. Reducing the Port's security costs and repalr costs due to vandahsm of these
buildings.

5. Providing Port revenue, in the longer-term.

CONCLUSION:
Today’s hearing and Port Commission’s action is a major step forward in the process of-
returning the Pier 70 historic core to use as a vibrant part of the waterfront. The benefits
of enlivening these buildings with active, new uses will be enjoyed for many generations
by workers, residents and visitors alike. The Port’s dilapidated facilities will be-
rehabilitated and add vitality to the neighborhood. Approval today will allow the Project

- approvals to proceed to the Board of Supervisors for review and’ approval and to move
forward to obtain other required approvals.

Thanks are due to the Port Commlssxon and to many members of Port Staff who
assisted on this Project.

RECOMMENDATION:

As more fully described above, Port staff respectfully request:

1) Approval of the Second Amendment to ENA;

2) Adoption of the environmental findings under CEQA and the Mitigation Momtonng
and Reporting Program; and

3) Approval of the Transaction Documents, in conformance with the terms’ descnbed
above; and

4) Approval of the Schematic Drawings; and

Prepared by: Phil V\mﬁamsoh, Project Manager
James Hurley, Feasibility Analyst

Through: Jonathan Stem Assistant Deputy Director
. Waterfront Development

For: Byron Rhett, Deputy Director
‘Planning-& Development

Exhibits -
A. Location Map and Premises :
B. Mitigation Measures and Mitigation Monitoring and Reportlng Program .
C. Email of Support from Central Waterfront Advisory Group, April 22, 2014
. D. Letter of Support from SF Heritage, April 21, 2014
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WHEREAS,

WHEREAS, -

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

" 'PORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO
RESOLUTION NO. 14-32

Charter Section B3.581 empowers the Port Commission with the power
and duty to use, conduct,-operate, maintain, manage, regulate and
control the Port area of the. City and County of San Francisco; and

By Resolution No 10-27, the Port Commlssmn authorized Port staff to
issue a Request for Proposals (the "RFP") to solicit proposals from
qualified parties to rehablhtate the Pier 70 historic core, consisting of six
historic buildings on 20" Street within the “Historic Core” of Pier 70, as

“further described on Exhibit A attached to the Memorandum for Agenda

ltem 12A for the Port Commission meeting on May 13, 2014 (the
“Project Site”); and

The RFP was issued on October 4, 2011, and two respondents
submitted timely proposals, mcludlng Orton Development, Inc, (“Orton”);
and

The two submitted proposals were reviewed and analyzed by Poﬁ staff,

. an independent real estate economics consultant, and an evaluation

review panel with experience in real estate economics, land use
planning and architecture/urban design; and

The Port Commission (i) reviewed and evaluated the summary and
analyses of each of the two proposals prepared by Port staff, its
independent real estate economics consultant, and the evaluation panel,
(i) reviewed the Port staff recommendations set forth in the
Memorandum accompanying Resolution 12-18, (jii) considered the ,
public testimony on Orton’s proposal given to the Port Commission, and
(iv) awarded to Orton an exclusive right to negotlate with the Port to
develop the Project Slte and

On April 24, 2012, by Resolution 12-36, the Port Commission authorized
the Executive Director to enter into an Exclusive Negotiating Agreement
(as may be amended from time to time, “ENA”") with Orton. Portand .
Orton entered into the ENA dated in May of 2012. The ENA sets forth
the process, terms and conditions upon which the Port and Orton agree
to negotiate certain transaction documents for the development of the
Project Site and requires the Port and Orton to negotiate a Term Sheet
to describe the basic elements of the proposed project, site plan, use °
program, economic parameters, and other fundamental terms that
serves as the basis for negotiating the transaction documents; and

By Resolutién 13-11, the Port Commission approved a First Amendment
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WHEREAS,

WHEREAS,

WHEREAS,

RESOLVED,

RESOLVED,

RESOLVED,

to the Exclusive Negotiating Agreément for the purposes of extending
the ENA term and deferring payment of Port’s transaction costs incurred
during the ENA term and

The term of the ENA expires on June 20, 2014, and Orton has requestéd
an extension of the ENA term in order to give the parties sufficient time

- to obtain all required Project approvals necessary to execute a lease
dlsposmon and development agreement; and

The parties have negotiated a Second Amendment to the ENA (“Second
Amendment’), a copy of which is on file with the Commission Secretary;,
extending the ENA ferm to the earlier of December 31, 2014 or the
effectiveness of the LDDA, unless in each case, such dates are
extended or terminated in accordance with the Second Améndment; and

Port staff recommends that the Port Commission approve the Second
Amendment, which amendment is outlined in the in the Memorandum for
Agenda Item 12A for the Port Commlssxon meeting of May 13, 2014;
now, therefore be it

That the Port Commission hereby approves the terms of the Second
Amendment and authorizes and directs the Executive Director of the
Port, or her designee, to execute the Second Amendment, with the
understanding that the final terms and conditions of any lease disposition
and development agreement, lease or related documents negotiated
between the Port and Orton during the exclusive negotiation period will
be subject to the approval of the Port Commission and as required, the
Board of Supervisors; and be it further

That approval of the Second Amendment does not commit the Port.
Commission to approval.of the transaction documents and that the Port
Commission shall not take any discretionary actions committing it to the
Project until the Port Commission has reviewed and considered
environmental documentation prepared in compliance with the California
Environmental Quality Act (CEQA); and be it further

That the Port Commission hereby extends the Exclusive Negotiation
Period to the earlier of December 31, 2014 or the effectiveness of the
lease disposition and development agreement, unless in each case,
such dates are extended or terminated in accordance with the Second
Amendment. '

I hereby certify that the foregoing resolution was adopted by the Port
Commission at its meeting of May 13, 2014.

Lo,

Secretary
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

" WHEREAS,

WHEREAS,

WHEREAS,

PORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. 14-33

Charter Section B3.581-empowers the Port Commission with the power
and duty to use, conduct, operate, maintain, manage, regulate and
control the Port area of the City and County of San Francisco;.and

By Resolution No. 10-27, the Port Commission authorized Port staff to
issue a Request for Proposals (the "RFP") to solicit proposals from
qualified parties to rehabilitate the Pier 70 historic core, consisting of six
historic buildings on 20th Street (the “PrOJect Site”); and

The RFP was issued on October 4, 2011, and two respondents
submitted timely proposals, including Orton Development, Inc, (“Orton”);
and

The submitted proposals were reviewed and analyzed by Port staff, an
independent real estate economics consultant, and an evaluation review
panel with experience in real estate economics, land use planning and
architecture/urban design; and

The Port Commission (i) reviewed and evaluated the summary and
analyses of the two proposals prepared by. Port staff, its independent
real estate economics consultant, and the evaluation panel, (i} reviewed
the Port staff recommendations set forth in the Staff Report
accompanying Resolution 12-18, (iii) considered the public testimony on
Orton’s proposal given fo the Port Commission, and (iv) awarded to
Orton an exclusive right to negotiate with the Port to develop the Project
Site (the “Project”); and -

On April 24, 2012, by Resolution 12-36, the Port Commission authorized
the Executive Director to enter into an Exclusive Negotiating Agreement,
(as may be amended from time to time, “ENA”) with Orton. Port and
Orton entered into the ENA in May of 2012. The ENA sets forth the
process, terms and conditions upon which the Port and Orton agreed to
negotiate certain transaction documents for the development of the
Project Site and requires the Port and Orton to negotiate a Term Sheet
to describe the basic elements of the proposed project, site plan, use
program, economic parameters, and other fundamental terms that
serves as the basis for negotiating the transaction documents; and

On October 9, 2012, by Resolution No. 12-78, the Port Commission
approved the Term Sheet containing the business terms for the
proposed Project; and
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- WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

Port staff and Orton have negotiated the terms of the (1) Lease
Disposition and Development Agreement (‘LDDA"), (2) form of Lease
No. L-15814, and (3) such other documents related to the Project as
contemplated in the foregoing documents and (4) the Schematic
Drawings (collectively, the “Transaction Documents”), described in the
Memorandum for Agenda ltem 12A for the Port Commission meeting of
May 13, 2014, copies of which are on file with the Commission
Secretary; and

City and Port staff and consultants have conducted substantial economic
analysis of the Project impacts and benefits on the Port and City; and -

The Project will generate additional significant public benefits for the Port
and the City, including: (i) the rehabilitation and reuse of historic
buildings that are currently vacant and dilapidated; (ji) the creation of
new public access areas within historic buildings; (iii) the creation of
significant new jobs and economic development; and (iv) both minimum
rent and ongoing participation in the Project’s revenue stream for the

. Port to help the Port continue to promote Public Trust uses and
- purposes; and '

In order to develop the proposed Project, the Executive Officer of the
California State Lands Commission ("State Lands") must have made a
determination that the restoration and preservation of any of the historic
buildings within the Project where non-Public Trust uses are
contemplated cannot be feasibly financed with available Public Trust
uses, and that the non-Public Trust uses or lease are part of an overall
program that furthers Public Trust purposes; and '

Based on the third party analysis and feedback from State Lands staff,
the rehabilitation of the buildings within the Project Site consistent with
the Secretary Standards is not feasible with only public trust uses; and

Port and Orton have identified public financing mechanisms described

‘herein, as additional funding sources for the Project including: (1) the

submittal by Orton of an application to the City's Seismic Safety Loan
Program (“SSLP”) to fund the seismic work for Buildings 113/114 and
104, and (2) the adoption of an Infrastructure Financing Plan (“IFP”) to
fund public realm enhancements within the Pier 70 subarea of the Port
wide Infrastructure Financing District (“IFD”)

The Project is within the Eastern Neighborhoods Community Plan Area,
for which the San Francisco Planning Commission certified the Fastemn
Neighborhoods Rezoning and Area Plans Final EIR (‘EN FEIR")
(Planning Department Case No. 2004.0160E); and
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WHEREAS,

WHEREAS,
WHEREAS,

WHEREAS,

WHEREAS,

RESOLVED,

RESOLVED,

RESOLVED,

The Planning Department reviewed the Project and determined that a
community plan exemption under CEQA Guidelines Section 15183
would be appropriate because the Project is within the scope of the EN
FEIR and would not have any additional or significant adverse effects
that were not examined in the EN FEIR, nor has any new or-additional
information come to light that will alter the conclusions of the EN FEIR
and the proposed Project will not have any new effects on the
environment that were not previously identified in the EN FEIR, nor will
any environmental impacts be substantially greater than described in the
EN FEIR and no mitigation measures previously found.infeasible have
been determined to be feasible, nor have any new mitigation measures
or alternatives been identified but rejected by Developer; and

The San Francisco P!ahning Department prepared a Community Plan

- Exemption for the proposed Project, which exemption was approved on

May 7, 2014, and which this Port Commission has reviewed; and

A copy of the Community Plan Exemptibn is on file with the Port
Commission Secretary and is also available online at
http://sfmea.sfplanning.org/2013.1168E_CPE.pdf; and

All applicable mitigation measures from the EN FEIR have been
incorporated into the proposed Project or will be required as conditions
of approval through the adoption of the attached Mitigation Momtonng
and Reporting Program (“MMRP”) and

The proposed action is the Approval Action as defined by S.F. .
Administrative Code Chapter 31; now, therefore be it

That the Port Commission adopts and incorporates by refererice as
though fully set forth herein the MMRP, attached as Exhibit B to the
Memorandum for Agenda ltem 12A for the Port Commission meeting on
May 13, 2014; and be it further

That the Port Commission approves the form and the substance of the
Transaction Documents, including all attachments and- exhibits thereto,
and the transactions and other agreements which such Transaction
Documents contemplate, incorporating the material business terms set
forth in the Memorandum for Agenda ltem 12A for the Port Commxssxon
meeting on May 13, 2014; and be it further

That the Port Commission hereby approves the Schematic Drawings of
the proposed Project on file with the Port Commission Secretary and the
representative Schematic Drawings of the buildings within the Project
Site, as shown in the attachment to the Memorandum for Agenda

_Item 12A for the Port Commission meeting on May 13, 2014, and

authorizes the Executive Director to approve non-material changes in
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RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

the Schematic Drawings; and be it further

That the Port Commission authorizes and directs the Executive Director -
of the Port ("Executive Director”) to forward Lease No. L-15814 to the

. Board of Supervisors for approval pursuant to its authority under Charter

Section 9.118, and upon the effectiveness of such approval, to execute
the LDDA, and subject to the terms of the LDDA, as applicable, execute
the Lease in substantially the form of such agreements on file with the
Port Commission- Secretary, and in such final form as is approved by the
Executive Director in consultation with the City Attorney; and be it further

That the Port Commission hereby endorses the use of public financing
mechanisms described herein, including: (1) the submittal by either
Orton of an application to the City’s SSLP administered by the Mayor’s
Office of Housing and Community Development, and (2) the adoption of
an IFP to fund public realm enhancements within the Pier 70 subarea of
the Port wide IFD; and authorizes and directs the Executive Director of
the Port, or her designee, to present the IFP to the Board of Supervxsors
for their approval; and be it further

That the Port Commission authorizes the Executive Director to enter into
other agreements, encroachment permits, easement agreements, and
other related covenants and property documents necessary to
implement the transactions contemplated by the Transaction
Documents, and to enter into any additions, amendments or other _
modifications to the Transaction Documents including preparation and
attachment of, or changes to, any or all of the attachments and exhibits
that the Executive Director, in consultation with the City Attorney,
determines are in the best interests of the City, do not materially
decrease the benefits or otherwise materially increase the obligations or
liabilities of the City or Port, and are necessary or advisable to complete
the fransactions that the Transaction Documents .contemplate and
effectuate the purposé and intent of this resolution, such determination

. to be conclusively evidenced by the execution and delivery by the

Executive Director of such other agreements, easement agreements and
other related covenants and property documents, and/or additions,
amendments or other modifications to the Transactlon Documents and
be it further.

That the Port Commission authorizes the Executive Director and any
other appropriate officers, agents or employees of the City o take any
and all steps (including the execution and delivery of any and all
certificates, agreements, notices, consents, escrow instructions, closing
documents and other instruments or documents) as they or any of them
deems necessary or appropriate, in consultation with the City Attorney, in
order to consummate the transactions contemplated under the
Transaction Documents, in accordance with this resolution, or to
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otherwise effectuate the purpose and intent of this resolution, such
determination to be conclusively evidenced by the execution and
delivery by any such person or persons of any such documents; and be
it further '

" RESOLVED, That the Port Commission approves, confirms and ratifies all prior
actions taken by the officials, employees and agents of the Port
Commission or the City with respect to the Transaction Documents.

I'hereby certify that the foregoing resolution was adopted by the Port

Commission at its meetmg of May 13, 2014.
Jé@/mo (I/O%\ '

Secretary
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EXHIBIT A: PIER 70 PROJECTS
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MEMORANDUM
October 8; 2015

TO: MEMBERS, PORT COMMISSION
Hon. Leslie Kafz, President
Hon, Willie Adams, Vice President
Hon. Kimberly Brandon
Hon. Doreen Woo Ho

FROM: Monique Moyer
Executive Director

SUBJECT: Request approval i) of the Crane Cove Park project; ii) to include

: $8,695,000 in the fourth sale of 2008 Clean and Safe Neighborhood Parks
General Obligation Bonds for the Crane Cove Park project; and iii) of
adoption of California Environmental Quality Act Findings and a Mitigation
Monitoring and Reporting Program in connection with the construction of
Crane Cove Park project (located within the Pier 70 area and portions of

- Sea Wall Lot 345, east of lllinois Street between 19™ and Mariposa

Streets) (This action constitutes the Approval Action for the project for the
purposes of CEQA, pursuant to Section 31.04(h) of the San Francisco
Administrative Code)

DIRECTOR’S RECOMMEDATION: Approve Attached Resolution

EXECUTIVE SUMMARY

Port staff is seeking authorization from the Port Commission to approve the Crane Cove
Park Project (Project) and issue bonds through the City’s Office of Public Finance,
pursuant to voter authorization of the 2008 General Obligation Clean and Safe Parks
(CSP) Bonds. This will be the Port’s fourth and final sale of the Series 2008 CSP Bonds
and net proceeds from the sale will be allocated towards construction of Crane Cove
Park. Crane Cove Park is to be located within the Pier 70 area and is one of the

" signature new parks within the Port’s portion of the Blue Greenway.

Strategic Plén Objective: The P,roject‘is,consistent with the Port’s strategic plan
objective identifying and prioritizing the Pier 70 and Blue Greenway projects as vehicles
to create vibrant new neighborhoods for residents, commercial and industrial/production

THIS PRINT COVERS CALENDAR ITEM NO. 10C
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distribution and repair (PDR) businesses. The Blue Greenway project, which includes
Crane Cove Park, incorporates major new parks and public access while mamtammg
the integrity of industrial maritime berthing and ship repalr operatlons

BACKGROUND

On February 5, 2008, San Francisco’s voters approved a $185 million General
Obligation bond measure entitled the 2008 Clean and Safe Neighborhood Parks - .
General Obligation Bond (“2008 GO Bornd”) of which $33.5 million is allocated to the
Port for waterfront parks. The Bond Ordinance (No. 237-07), passed on October 24,
2007 which placed the 2008 GO Bonds on the ballot, requires that the Port Commission
approve each project prior fo expenditure of bond funds.

The purpose of this item is to request Port Commission approval to apply the remaining
funds from the 2008 GO Bond measure to the Project (see Exhibits 1 - 5, Crane Cove
Park Schematic Plan and Perspective Views) and for the Port Commission to approve
the Project. If approved, this would be the fourth and final sale of Series 2008 bonds,
which the City expects to take place in November of 2015 (for more details see Exhibit 6
Bond Accountability Report, 4th Sale, September 2015).

The 2008 GO Bond project allocations were initially planned as follows:

Pier 43 % Promenade $ 7,655,330
Brannan Street Wharf 2,941,050
Blue-Greenway Projects : ‘ 22,114,772
o Bayfront Park
Tulare Park
Crane Cove Park
Bayview Gateway
Warm Water Cove
Heron’s Head Park
o Blue-Greenway Design Guidelines
o Blue Greenway Signage an Site Furnishings

o 0 0 0 O

CEQA Review and Permitting ‘ ' 444,040
Total Project Allocations: : 33,155,192
Bond Issuance Costs 344.808
Total Allocation to Waterfront Parks Projects $33,500,000

Through the Blue Greenway community planning process and the development of the .
Blue Greenway Planning and Design Guidelines, specific funding amounts were
appropriated for each of the Blue Greenway projects. The Tulare Park and Warm Water
Cove prOJects were deprioritized because of cost, the need for coordination with sister
city agencies on underground utilities and a determination that the investment is too
early based upon surrounding land use conditions.
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On July 8, 2008, the Port Commission approved the Port’s projects for inclusion in the
City and County of San Francisco’s first issuance of the 2008 GO Bonds, which took
place in August 2008. The Port received in the first issuance $3.64 million. Those bond
proceeds funded all required environmental review for each Port project and certain pre-
construction costs ‘with the exception of the Brannan Street Wharf project.

On December 8, 2009 the Port Commission authorized the issuance of the second sale
of 2008 GO Bonds'. The Port received $10.62 million for the Pier 43 Bay Trail Link,

Blue Greenway and the Bayfront Park shoreline projects. The bond sale occurred in
March of 2010. This bond sale funded the majority of the construction of both Pier 434
and Bayfront Park edge, as well as complete purchase and installation. of all signage
and wayfinding for the Blue-Greenway, completing the Blue-Greenway Design
Standards project. :

On January 20, 2012, the Port Cornmission authorized the issuance of the third sale of
2008 GO Bonds The Port received $10.39 million for the Brannan Street Wharf and
Blue Greenway projects. The bond sale occurred in March of 2012. This bond sale
primarily funded the construction of the Brannan Street Wharf; Heron’s Head Park, and

.the Bayview Gateway, with additional funding allocated towards the design of Crane
Cove Park and the Blue Greenway Public Art.

.Bond Sale Date Amount

1 . August, 2008 ~ $ 3.64 million
2 March, 2010 $10.62 million
3 March, 2012 $10.39 million
4 November, 2015 $ 8.69 million
Total : S $33.34 million

To date, the Port has spent or encumbered 5% of the $24.66 million in bond proceeds .
from the first, second, and third sales.

Crane Cove Park Construction for the Fourth Bond Sale
Port staff proposes that the bond proceeds be used for the constructlon of Crane Cove
Park in the amount shown below:

Crane Cave Park : $8,499,467
Bond Issuance Costs : 178,534
CSA Audit Fee ' 16,999
Total Fourth Sale - $8,695,000

' See Port Commission Staff report at:
http:/iwww.sfport. com/ftp/uploadedfiles/meetings/supporting/ltem%208B%20AG0%20Bond%20Report.p
df-
2 See Port Commission Staff report:
http {hwww.sfport.com/ modules/showdocumentaspx'?documentld-3233
® Sale anticipated for November 2015
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The table below shows the total project budgets, and contributions from the four
issuances of 2008 General Obligation Clean and Safe Parks Bonds including the
upcoming 4 and final sale.

2008 Clean and Safe Neignborhood Park G.O. Bond
Waterfront Parks Program Revenue and Bond Sale Summary

. Current | 2008 Clean and Safe Parks Bond
Budget (All ) Bond Issue
Project Name Sources) 1% sale 2sale| . 3"sale 4Psale Total
Pter 43 Bay Trail Link 10,169,038 1,293,946 6,333,584 - 27,800 - 7,655,330 b
Brannan Street Wharf Park 25,004,079 - - 2,941,050 - 2,941,050
Blue Greenway Design Standards ) 325,472 325,472 - - - 325,472
Blue Greenway Signage and Site Furnishings 598,912 275,185 - 723,717 - - 998,912
Blue Greenway Improvements ‘ ' i
Bayfront Park . 2,330,367, 426,043 1,904,324 - . 2330367
Tulare Park . 199,853 - 65,016 134,837 - - 199,853
Crane Cove Park 31,259,058 155,389 1,269,013 608779 8499467 10,532,648
Bayview Gateway 4,792,520 174,353 868,375 3,648,792 - 4,692,520
Heron's Head Park 2,397,861 550,000 - 1,801,000 - 2,351,000
Blue Greenway Public Art 684,000 - 175,000 508,000 - 684,000
CEQA Review and Permitting 444,040 444,040 - - - 444,040
Bond Issuance Costs* 344,868 32,509 50,579 66,187 195,533 344,808
WATERFRONT PARKS PROGRAM TOTAL 78,950,008 - 3,676,947 10,666,891 10,461,162 8,695,000 33,500,000

*Includes $16,999 for the City Services Auditor (CSA) Aud'ii fee
CRANE COVE PARK PROJECT PLAN AND DESIGN

The Crane Cove Park project (the Project) has undergone thorough review by the Port
Commission, the public and was approved by the City’'s Waterfront Design Advisory
Committee and the San Francisco Bay Conservation and Development Commission
(BCDC) Design Review Board in July 2014.

The project will be constructed in two or more phases with.an initial phase budget of
$31,475,904 as described in more detail below. The Port anticipates putting the project
out for the first bid packages for construction in early 2016, and having final awards bid
in August of 2016 (see Delivery section.below for more discussion).

The Project is a long-standing project of the Port, and was first identified as a project in
the Port’s Waterfront Land Use Plan adopted in 1997. The project was further
articulated in the Port's Pier 70 Preferred Master Plan endorsed by the -Port
Commission in 2010, the City’s Eastern Neighborhoods, Central Waterfront Plan
approved by the Plannmg Commission in 2008 and the Blue Greenway Plannlng and
Design Guidelines. :

The Port Commission has recelved periodic updates as to the status of the Crane Cove
Park Project including at the September 14, 2014 Port Commission meeting.*

* (see Port Commission Staff Report:
http Ihwww _sfport. com/modules/showdocumentaspx’?documentld—8678)
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The park program includes adaptive reuse of the ship building slipway and cranes as a
plaza and park entry, construction of a sandy shoreline for human powered boats, a
human powered boating aquatic center, a large multi-purpose lawn children’s play
areas, park pavilion, native planting areas and an extension of 19™ Street to serve as a
park entrance and access for the ship repair yard and future connection of the Blue
Greenway to the eastern shoreline of Pier 70 (see Exhibits 1-6 Schematic Design and

" Perspective - Views). Phase | will deliver approximately five acres of an eventual 10 acre
park. Once completed the park will serve a variety of users including boaters, children,
families, bicyclists, historians, light recreation and could host a variety of special events.

The design of the project takes into consideration future Sea Level Rise (SLR). The
current design elevations of the Crane Cove Park project responds to projected SLR
calculations based upon 16” rise by 2055 and 557 by 2100 with an expected project
design of 50 years thus accommodating sea level rise to a minimum of 2065 (+28”). The
project design anticipates that beginning in 2065 some park access restrictions, and
significant maintenance, will be required during and after extreme storm events during
high tides. To some extent, improvements at Crane Cove Park will also help in
protecting other City assets including lllinois Street and properties to the west.

The initial phase of the project is to construct the western portions of the site, including
the adaptive reuse of slipway #4 (See Exhibit 7, Proposed Phasing Plan).

PROJECT FUNDING, DELIVERY AND SCHEDULE

Funding - .
The Crane Cove Park Project will be delivered in multiple phases with the first phase of
funding coming from the following sources:

e 2008 G.O. Parks Bond . $10,532,648°
" e 2012 G.O. Parks Bond $14,300,000
o Transbay Cable Community Benefits Funds , - $ 4,353,139
e - Pier 70 Sediment Cap $ 300,000
e MTC Priority Conservation Area Grant $ 1,000,000
e Pier 70 Federal Economic Developmental Administration Funds $ 535,663
s 2008 Parks Bond Interest ~ $ 454454
Total $31,475,904

The total Crane Cove Park project is currently estimated at $61 million’'in 2015 dollars.
Port staff will continue to pursue various funding options to complete future phases of
Crane Cove Park, including use of Tax Increment Financing through the creation of an
Infrastructure Financing District within Pier 70, future G.O. Bonds and potentially grants
or philanthropic resources.

Delivery '
The Project is complex due to scope and site conditions, which include the rehabilitation

of the historic resources, the geotechnical constraints of being on bay fill, site and
sediment contamination which requires remediation and shoreline improvements. Due

% $1,837,648 sold at the 3™ Bond sale remaining; $8,695,000 to be sold in 4™ (this) sale
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to this complexity, the Port is considering multiple delivery options, including through the
use of: 1) Construction Management - General Contractor (CMGQC) delivery mechanism
similar to how the Port delivered the Pier 27 James R. Herman Cruise Terminal and
Cruise Terminal Plaza; 2) multiple design/bid/build construction contract packages; and
3) utilizing standard city practice of a single design/bidlbuild construction contract.

The CMGC method improves the ability to design and deliver a prOJect within the
established budget and schedule by engaging a contractor during the design process
that can assist in constructability and cost estimating, thereby reducing design and
bidding risk. Using a traditional approach, multiple bid packages can accelerate the
overall schedule by allowing work to begin on grading and ground improvement while
design of topside improvements is being finalized. Additionally, this method allows work
to begin on certain areas of the park that do not require United States Army Corps of
Engineer Permits (USACOE) that could potentially cause schedule delays. Bidding
some work early would be particularly beneficial on portions of the site that need to be
surcharged to address and reduce future site settlement due to geotechnical conditions.
The standard single bid process results in the latest project delivery date.

Schedule

The project schedule is dependent upon the project delivery method chosen as
described above and the securing of necessary permits as described further below. The
Port anticipates putting the first bid packages out in early 2016 with completion by Iate 4
2017. The 2008 GO Bond proceeds will be directed fo this early work.

PERMITS AND APPROVALS

- The Crane Cove Park project requires three regulatory permits: a Major Permit from
BCDC anticipated to be issued in February 2016; a 401 Water Quality Certificate from
the California Bay Area Regional Water Quality Control Board (RWQCB) which is
expected by September 2016; and an Individual Project Permit from the USACOE,
which is expected by Nevember 2016. All three permits are required for in-water work;
in addition the BCDC permit is required for improvements within 100’ of the shoreline as
measured from Mean High Water. Portions of the project fall outside of these permit
jurisdictions, which would allow some work to occur prior to issuance of these permits.

CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA)

California Environmentat Quality Act Guidelines Section 15183 provides an exemption
from environmental review for projects that are consistent with the development density
established by existing zoning, community plan or general plan policies for which an
environmental impact report (EIR) was certified, except as might be necessary to
examine whether there are project-specific effects which are peculiar to the proposed
project or its site. Section 15183 specifies that examination of such a project’s
environmental effects shall be limited fo those effects that: a) are peculiar to the project
or parcel on which the project would be located; b) were not analyzed as significant
effects in a prior EIR on the zoning action, general plan or community plan with which
the project is consistent; c) are potentially significant off-site and cumulative impacts
which were not discussed in the underlying EIR; or d) are previously identified in the
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EIR, but which are determined to have a more severe adverse impact than that
discussed in the underlying EIR. Sectioni 15183(c) specifies that if an impact is not .
peculiar to the parcel or to the proposed project, then an EIR need not be prepared for
the project solely on the basis of that impact.

The proposed Project is within the Eastern Neighborhoods Community Plan Area, for
which the San Francisco Planning Commission certified the Easfern Neighborhoods
Rezoning and Area Plans Final EIR (EN FEIR) (Planning Department Case '
No0.2004.0160E and State Clearinghouse No.2005032048). Thus, the Planning
Department reviewed the proposed Project to determine if a community plan exemption
under CEQA Guidelines Section 15183 would be appropriate and determined that the .
EN FEIR incorporated and adequately addressed all potential impacts of the proposed
Project. The Planning Department determined that the proposed Project would hot
have any additional or significant adverse effects that were not examined in the EN
FEIR, nor has any new or additional information come fo light that will alter the
conclusions of the EN FEIR. Thus, the proposed Project will not have any new effects
on the environment that were not previously identified, nor will any environmental
impacts be substantially greater than described in the EN FEIR. No mitigation measures
previously.-found infeasible have been determined to be feasible, nor have any new
mitigation measures or alternatives been identified but rejected by the Port. Therefore
the Project is exempt from further environmental review under CEQA.

Thus, the San Francisco Planning Department prepared a Community Plan Exemption
(CPE) for the proposed Project, which was approved on October 5, 2015. A copy of the
approved CPE is on file with the Port Commission Secretary and is also available online
through the Planning Department’s web page. All applicable mitigation measures from
the EN FEIR have been incorporated into the proposed Project or will be required as
conditions of approval through the Port Commission’s adoption of the Mitigation
Monitoring and Reporting Program (MMRP) attached herein Exhibit 8.

The CPE identifies certain mitigation measures identified in the EN FEIR to avoid
potential significant negative effects. The Port will be responsible for implementing and
in certain instances monitoring the measures which are fully described in the MMRP
attached as Exhibit 8 to this Memorandum.

The Community Plan Exemption was issued for all phases of the project and included
Mitigation and Improvement Measures (see Exhibif 8, MMRP). This CPE concludes the
environmental review of the project consistent with CEQA and allows the Port ‘
Commission to take action on the Project.

If the Port Commission approves the proposed Project through the attached Resolution
based on the CPE, its action constitutes the “Approval Action” (as defined in S.F.
Administrative Code Chapter 31, as amended, Board of Supervisors Ordinance Number
161-13). As such, the CPE prepared in support of this Approval Action will be subject to
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appeal within the time frame specified in S.F. Administrative Code Sec':tion 31.16.
Typically, an appeal must be filed within 30 calendar days of the Approval Action.®

ACTION REQUESTED

Port staff request that the Port Commission approve the attached resolution approving
the Project for inclusion in and authorizing the fourth and final sale of the 2008 General
Obligation Clean and Safe Parks Bonds and the allocation of proceeds towards
construction of Crane Cove Park. .

Prepared by: James Hurley, Feasibility Analyst, Plannmg & Development
" David Beaupre Waterfront Planner, Planning & Development -

For: Elaine Forbes, Deputy Director, Finance and Administration
Byron Rhett, Deputy Director, Planning and Development

Exhibits:

1—5. Crane Cove Park Schematlc Plan and Perspective Views
6. Bond Accountability Report, 4th Sale, September 2015

7. Crane Cove Park Phasing

8. Crane Cove Park CPE MMRP

3 For information on filing an appeal under Chapter 31 see the Port Commission agenda under NOTICES and
contact the Clerk of the Board of Supervisors at City Hall 1 Dr. Cariton B. Goodlett Place, Room 244, San Francisco,
CA 94102, or call (415) 554-5184
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WHEREAS,
WHEREAS,
WHEREAS,
WHEREAS,
WHEREAS,

WHEREAS,

- WHEREAS,

WHEREAS

WHEREAS

WHEREAS,

PORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. 15-38

On February 5, 2008 San Francisco’s voters approved a $185 million
Clean and Safe Neighborhood Parks General Obhgatlon bond measure
(the “2008 GO Bonds”); and

the Crane Cove Park project (Project) (located within the Pier 70 area
and portions of Sea Wall Lot 345, east of lllinois Street between 19" and
Mariposa Streets) is consistent with the Port’s strategic plan objective to
prioritize the Pier 70 and Blue Greenway projects; and

the 2008 GO Bonds include $33.5 million for waterfront park projects
on Port property; and

the 2008 Parks Bond Ordinance (No: 237-07) which placed the
question on the February 5, 2008 ballot réquires Port-Commission
review and approval of projects prior to the expenditure of bond funds;
and

. the fourth and final 2008 GO Bond issuance will include $8,695,000 for

Crane Cove Park inclusive of issuance and City Services Audltor
(CSA) audit costs; and

the Project is a long standing project of the Port and was first identified
as a project in the Port’s Waterfront Land Use Plan adopted in 1997
and

the Project has undergone thorough review by the Port Cofnmis)sio.n, '
the public and was approved by the City’s Waterfront Design Advisory
Committee and the San Francisco Bay Conservation and Development

. Commission Design Review Board in July 2014; and:

the Project was further articulated in the Port’s Pier 70 Preferred
Master Plan endorsed by the Port CommlSSIOn in 2010 and the Blue
Greenway Planning and Design Guidelines; and

the Project includes adaptive reuse of the ship building slipway and
cranes as a plaza and park entry, construction of a sandy shoreline for
human powered boats, a human powered boating aquatic center, a
large multi-purpose lawn, children’s play areas, park pavilion, native
planting areas and an extension of 16" Street to serve as a park
entrance and access for the ship repair yard; and

| The Project is within the Easiem Neighborhoods Community Plan

Area, for which the San Francisco Planning Commission certified the
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS, -

WHEREAS,

RESOLVED,

RESOLVED, |

Eastern Neighborhoods Rezoning and Aréa Plans Final EIR (EN FEIR)
(Planning Department Case No. 2004.0160E); and

The Planning Department reviewed the Project-and determined that a
community plan exemption under CEQA Guidelines Section 15183
would be appropriate because the Project is within the scope of the EN
FEIR and would not have any additional or significant adverse effects
that were not examined in the EN FEIR, no new or additional
information came to light that will alter the conclusions of the EN FEIR
and the proposed Project will not have any new effects on the
environment that were not previously identified in the EN FEIR, the
environmental impacts will not be substantially greater than described
in the EN FEIR and no mitigation measures previously found infeasible
have been determined to be feasible, and no new mitigation measures
or alternatives been identified but rejected by the Port; and '

The San Francisco Planning Department prepared a Community Plan
Exemption (2015-001314ENV) for the proposed Project, which was
approved on October 5, 2015, and which this Port Commission has
reviewed; and

A copy of the Community Plan Exemption is on file with the Port
Commission Secretary and is also available online at the SF Planmng
department; and

All applicable mitigation measures from the EN FEIR have been
incorporated into the proposed Project or will be required as conditions

-of approval through the adoption of the attached Mitigation Monitoring

and Reporting Program (MMRP); and

The proposed action is the Approval Action as defined by S.F.
Administrative Code Chapter 31; now, therefore be it

That the Port Commission adopts and incorporates by reference as
though fully set forth herein the MMRP, attached as Exhibit 8 to_the
Memorandum for Agenda Item 10D for the Port Commission meeting
on October 13, 2015; and be it further -

that the Port Commission hereby approves the Crane Cove Park proiect

and the allocation to the project of $8,695,000 of proceeds from the

fourth and final sale of the 2008 GO Bonds.

| hereby certify that the foregoing resolution was adopted by the Port
Commission at its meeting of October 13, 2015. ‘

Amy Quesada EEEE e

Secretary
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TAX ADMINISTRATION AGREEMENT

City and County of San Francisco Infrastructure Financing District No. 2 (Port of
: San Francisco); Sub-Project Area G-1 (Pier 70 - Historic Core)

City and County of San Francisco Community Facilities District No. (Pier 70 -
Historic Core Facilities) .

City and County of San Francisco Community Facilities District No. ___ (Pier 70 -
Operatlon and Mamtenance Costs)

This Tax Administration Agreement, dated as of ", 20__ (the "Agreement"), is by
and between the City and County of San Francisco acting by and through the San Francisco Port
Commission (the “Port”), as agent of the IFD, Facilities CFD and Services CFD referenced below,
and [Trustee Bank], a national banking association organized and existing under the laws of the
United States of America (the "Trustee").

RECITALS
This Agreement is made with reference to the following facts and circumstances:

A. Under California Government Code Section 53395 et seq. (the “IFD Law”) and -
Ordinance No. ___ - , adopted by the Board on ___(the “IFD Ordinance”), the City and
County of San Francrsco (the "City"), acting through lts Board of Supervisors (the "Board"),
established City and County of San Francisco Infrastructure Financing District No. 2 (Port of
San Francisco) (the “IFD”) and approved an Infrastructure Financing Plan for the IFD (the
“IFP™).

B. Also under the IFD Law and the IFD Ordinance, the Board established Project
Area G (Pier 70) (“Project Area G”) and Sub-Project Area G-1 (Pier 70 - Historic Core) (“Sub-
Project Area G-1") in the IFD, and approved Appendrx G-1 to the IFP as a Pier 70 enhanced
financing plan for Sub-Project Area G-1.

C. Under the IFD Law, the IFD is a legally constituted governmental entity established for
the sole purpose of financing public facilities and a “district” wrthm the meaning of Section 1 of Article
Xl A of the California Constitution.

D. Sub-Project Area G-1 consists of approximately __ acres in Pier 70 covering seven
significant historic buildings commonly referred to as Buildings 101, 102, 104, 113, 114, 115, 116,
and 14 located on 20th Street within Pier 70 commonly known as “Historic Core.” Historic Pier 70,
LLC, a California limited liability company (‘Developer”), has obtained certain project approvals for
the rehabilitation and reuse of the historic buildings within the Hlstonc Core (the “Project’).

E. Among other Project approvals, the Port approved a Lease Development and

Disposition Agreement, dated as of September 16, 2014 (the “LDDA”), by and between Developer
and the City, acting by and through the Port, and the Port and the Board approved Lease No. L-
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15814 dated as July 29, 2015, between the City, operating by and through the Port, and Developer
(the “Lease”).

F. Appendix G-1 authorizes the IFD to use Allocated Tax Increment (as defined in
Appendix G-1) and to issue debt secured by Allocated Tax Increment for the purposes and subject
to the limitations described in Appendix G-1. Appendix G-1 also specifies the permitted uses of
Allocated Tax Increment and any such debt.

G. Under the terms of the LDDA, Developer is required to advance funds for the costs of
certain Required Port Benefit Tasks and certain other Port Benefit Tasks, which, at the request of
the Port, Developer elects to perform on behalf of the Port. Port Benefit Tasks consist of certain
capital improvements including improvements to certain streets and sidewalks and relocation of
electrical systems as more fully described in the LDDA, on behalf of the Port, to satisfy the Port's
obligations to construct or acquire such capital improvements under the LDDA.

H. Under the Mello-Roos Community Facilities Act of 1982 (California Government Code
§§ 53311 - 53368) (the “Mello-Roos Act’), the Board established two community facilities districts:

(i) City and County of San Francisco Community Facilities DistrictNo. ____ (Pier 70
- Public Facilities) (the “Facilities CFD”), which is authorized to levy special taxes
(“Facilities Special Taxes”) and issue bonds (the “CFD Bonds”) to provide financing for
the acquisition and construction of Pier 70 wide Infrastructure, Publlc Facilites and
Shoreline Protection Facilities; and

(i) City and County of San Francisco Community Facilities District No. ____ (Pier 70
- Operation and Maintenance Costs) (the “Services CFD”) that would levy special taxes
(“Services Special Taxes”; together with Facilities Special Taxes, “Special Taxes”) to
finance ongoing operation and maintenance costs for Pier 70 wide Infrastructure, Public
Facmtles and Shoreline Protection Facilities financed by the Facilities CFD (the “Services”).

L. IntheIFD Ordinance, the Board appointed the Port to act as the agent of the IFD with
respect to the administration of Allocated Tax Increment after it has been allocated in accordance
with the City's budget procedures and a Memorandum of Understanding, datedasof ___, 20__(the
“Memorandum of Understanding’), by and among the City acting by and through the San
Francisco Controller (the “Controller”), the City acting by and through the San Francisco Treasurer
and Tax Collector (the “Treasurer-Tax Collector”), and the Port. In this role, the Port will be
responsible for directing the disbursement of Allocated Tax Increment and any proceeds of debt
secured by any such funds to implement the IFP, the LDDA, the Lease, Appendix G-1 and the
MOU. :

J. In its Resolution No. , effective __ (the “MOU Resolution”), the Board
approved the designation of the Port as as the agent of tf the Clty with respect to the Facilities CFD and
the Services CFD and the administration of the Facilities Special Taxes and the Services Special
Taxes and any proceeds of debt secured by any the Facilities Special Taxes. In this role, the Port
will be responsible for directing the disbursement of the Facilities Special Taxes and the Serv:ces
Special Taxes and any proceeds of debt secured by the Facilities Special Taxes to implement the
LDDA, the Lease and the MOU.

K. Inthe MOU Resolution, the Board authorized the Port to enter into this Agreement to
govern the receipt, deposit and expenditure of Allocated Tax Increment, Facilities Special Taxes
and, if determined to be necessary by the Port, Services Special Taxes.
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| L. The Port expects to receive Allocafed Tax Increment attributable ta Sub-Project Area
G-1 primarily in [December, April and June] of each Fiscal Year during the term of this
Agreement commencing , 20

M. Under the IFP, the Board of Supervisors, as legislative body of the IFD, may issue
Tax Allocation Debt (as defined below) and, as legislative body of the Facilities CFD, it may issue
CFD Bonds (as defined below), each payable from Allocated Tax Increment. A pledge of
Allocated Tax Increment to the CFD Bonds would be accomplished pursuant to a pledge
agreement between the Port, as agent of the IFD, and the Facilities CFD, and a trustee for the
CFD Bonds may also be an authorized party (a “Pledge Agreement”).

N. Allocated Tax Increment will also constltute a source of funds o acquire,
construct, finance or refinance facilities authorized under Appendix G-1 and the Resolution of
Formation for the Facilities CFD, to the extent that Tax Increment is not otherwise needed to
pay debt service on any Tax Allocatlon Debt or CFD Bonds.

O. The Port, on its own behalf and as agent of the IFD with respect to Sub-Project Area
G-1, the Facilities CFD and the Services CFD, now desires to enter into this Agreement with the
Trustee in order to provide for the administration and disposition of Allocated Tax Increment,
Facilities Special Taxes and Services Special Taxes consistent with the terms of the LDDA,
IFP, Appendix G-1 and MOU.

AGREEMENT

Accordingly, in consideration of the matters described in the foregoing recitals, the
covenants contained -in this Agreement, and for other consideration the receipt and
sufficiency of which is hereby acknowledged, the Port and the Trustee agree as follows:

1. Definitions. Unless the context otherwise clearly requires, or unless defined in the
Recitals above or elsewhere in this Agreement, the capitalized terms used in this Agreement
shall have the following meanings:

Annual Allocated Tax Increment Revenues means the Allocated Tax Increment
received by the Port, as agent of the IFD, in a Fiscal Year

_ CFD Bond Debt Service Requirement means the portion of the Annual Allocated Tax
Increment Revenues received in any Fiscal Year necessary to pay debt service on any
outstanding CFD Bonds that are (i) coming due prior o the next expected Receipt Date, or
(i) otherwise not expected to be paid from future Annual Allocated Tax Increment Revenues’
to be received in such Fiscal Year. The CFD Bond Debt Service Requirement includes
Annual Allocated Tax Increment Revenues received in one Fiscal Year necessary to pay
debt service on any outstanding CFD Bonds in the next Fiscal Year coming due before the
first expected Receipt Date of Annual Allocated Tax Increment Revenues for such next
Fiscal Year.

CFD Bonds means a debt obligation of the Facilities CFD that is secured by a pledge
(or otherwise payable from a contribution) of Allocated Tax Increment and/or- Facilities
Special Taxes (as defined in the Financing Plan), the net proceeds of which are used to
finance or refinance Facilities.
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CFD Fiscal Agent Agreement means an indenture of trust, fiscal agent agreement,
paying agent agreement loan agreement or other instrument governing the repayment of
CFD Bonds.

Facilities has the meaning given that term in Appendix G-1. Facilities include Pier 70
wide Infrastructure, Public Facilities and Shoreline Protection Facilities.

Facilities CFD Administrative Costs has the meaning given the term “Administrative
Expenses” in the rate and method of apportionment of special taxes for the Facilities CFD.

Facilities CFD Resolution of Formation means, with respect to the Facilities CFD,
Resolution No. ___, effective __ , 20, pursuant to which the Board of Supervisors
established the Facilities CFD.

Facilities Costs mean all costs related to the construction of Facilities (or
reimbursement for costs of Facilities), such as.costs of design, engineering, construction
monitoring, subdivision improvement bonds, demolition, environmental remediation,
reasonable developer overhead and proﬂt and constructlon flnancmg costs, consistent W|th
applicable law.

Fiscal Year means the fiscal year of the Port.

IFD Administrative Costs means the reasonable costs and expenses actually
incurred and paid by the Port, as agent of the IFD, not inconsistent with the purposes of the
IFP, including costs and fees of the City pursuant to Section 53369.5, reasonable costs
and fees of third-party professionals necessary for the Port to perform its duties under the
LDDA, MOU, Tax Administration Agreement and Appendix G-1, costs incurred and paid by
the Port to the City, excluding therefrom general and administrative costs or overhead of the
Port except for costs directly attributable to performing its duties under the LDDA, MOU, Tax
Administration Agreement and Appendix G-1.

Receipt Date means each date that the Port, as agent of the IFD, the Facilities CFD
or the Services CFD, receives Allocated Tax Increment, Facilities Special Taxes or Services
Special Taxes from the City.

Services CFD Administrative Costs has the meaning given the term “Administrative
Expenses” in the rate and method of apportionment of special taxes for the Services CFD.

‘Services CFD Resolution of Formation means, with respect 'to the Services CFD '
Resolution No. __ , effective ____, 20, pursuant to which the Board of Supervisors
established the Facilities CFD.

Tax Allocation Debt Service Requirement means the portion of the Annual Allocated
Tax Increment Revenues received in any Fiscal Year and necessary to pay debt service on
Tax Allocation Debt: (i) coming due prior fo the next expected Receipt Date, (ii) otherwise
not expected to be paid from Annual Allocated Tax Increment Revenues expected to be
received in such Fiscal Year due to the priorities in this Agreement, or (iii) otherwise required
under the documents for the Tax Allocation Debt to be set aside for the payment of such
Tax Allocation Debt. The Tax Allocation Debt Service Requirement includes Annual
Allocated Tax Increment Revenues received in one Fiscal Year necessary to pay debt
service on any outstanding Tax Allocation Debt in the next Fiscal Year coming due before
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the first expected Receipt Date of Annual Allocated Tax Increment Revenues for such next
Fiscal Year.

Tax Allocation Debt means a debt obligation of the [FD with respect to Sub-Project
Area G-1, not including CFD Bonds, that is secured by a pledge (or otherwise payable from
a contribution) of Allocated Tax Increment; the net proceeds of which are used to finance or
refinance Facilities. A Pledge Agreement will constitute Tax Allocation Debt.

2. Effective Date: Termination of Agreement.

(a) This Agreemenf shall become effective on the date first written above and shall
terminate on the date determined in accordance with Section 2(b).

® This Agreement shall terminate on the date of the latest of the following to occur:

Q) When all of the Allocated Tax Increment and Special Taxes have been
disbursed in accordance with the Mello-Roos Act, IFD Law and Appendix G-1.

(i) The date specified in the Facilities CFD Resolution of Formation and
the Services CFD Resolution of Formation as the last date on which Facilities Special
Taxes and Services Special Taxes may be levied within the Facilities CFD and the
Services CFD, respectively.

(i)  When all Tax Allocation Debt and CFD Bondsand other debt of the IFD
with respect to Sub-Project Area G-1 has been defeased and the proceeds thereof
have been expended.

The parties may agree to terminate this Agreement on any date that they determine
by agreement pursuant to Section 18 below.

3. Allocation and Disposition of Allocated Tax Increment.

(a) The Port shall direct the Trustee in wntmg to allocate the amount of any payment
of Annual Allocated Tax Increment Revenues in the following order of priority, each itemto
be fully satisfied before the item next in prlorlty

® First, on a pro rata basxs to the Tax Allocation Debt Service
Requirement for deposit in the Tax Alloca’uon Debt Account and to the CFD Bond
Debt Service Requirement for deposit in the CFD Bond Account. The Port shall
calculate the CFD Bond. Debt Service Requirement and the Tax Allocation Debt
Service Requirement without taking into account any capitalized interest available to
pay such debt service; provided, however, that the Port shall take into account any
such capitalized interest to the extent necessary to ensure the exclusion from gross
income for federal tax purposes of the owners of the CFD Bonds and the Tax Alloc¢ation
Debt of interest on the CFD Bonds and the Tax Allocation Debt, as applicable, and to
comply with the federal tax l[aw-related covenants set forth in legal documents for the CFD
Bonds and the Tax Allocation Debt, as applicable.

(i) Second, on a pro rata basis, to replenish a debt service reserve fund
for any outstanding CFD Bonds and any outstanding Tax Allocation Debt to the
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applicable fundihg requirement. Amounts required for this purpose shall be deposited
~ in the Tax Allocation Debt Account and the CFD Bond Account, as applicable.

(iii) Third, to pay. for Facilities Costs, upon feceipt from the Port of a written
requisition therefor in substantially the form of Exhibit A. Amounts required for this
~ purpose shall be deposited in the G-1 Facilities Costs Account.

(iv)  [discuss priority of payment of IFD Administrative Costs]

(b) All Annual Allocated Tax Increment Revenues remaining after the a"ocations
prescribed by Section 3(a) shall be allocated to the Contingency Account.

(c) The Port shall transfer or cause to be transferred all Allocated Tax Increment to
the Trustee no later than fifteen (15) calendar days after its Receipt Date, accompanied by
a written order of the Port specifying the amounts, if any, to be deposited in the Tax Allocation
Debt Account, the CFD Bond Account the G-1 Facilities Costs Account and the Contingency
Account.

4. Allocation and Disposition of Facilities Special Taxes.

(a) After depositing in a special fund held by the Port the amount required to pay
Facilities CFD Administrative Costs in that Fiscal Year, the Port shall transfer or cause to be
transferred all Facilities Special Taxes to the Trustee no later than fifteen (15) calendar days

“after their Receipt Date, accompanied by a written order of the Port specifying the deposit of
such amount in the CFD Facilities Costs Fund. :

(b) The Port shall direct the Trustee in a written requisition therefor in substantially
the form of Exhibit B to allocate the amount of any Facilities Special Taxes to pay for Facilities
Costs.

, (c) Upon the issuance of any CFD Bonds, the Port may (i) may transfer all Facilities
Special Tax to the trustee or fiscal agent for the CFD Bonds, and direct such trustee or fiscal
agent to transfer any Facilities Special Taxes not required in connection with the CFD Bonds
to be transferred to the Trustee for deposit in the CFD Facilities Costs Fund or (ii) direct the
Trustee that the provisions of this Section 4 shall be of no further force or effect.

5. Allocation and Disposition of Services Special Taxes.

(a) After depositing in a special fund held by the Port the amount required to pay
Services CFD Administrative Costs in that Fiscal Year, the Port shall transfer or cause to be
transferred all Services Special Taxes to the Trustee no later than fifteen (15). calendar days
after their Receipt Date, accompanied by a written order of the Port specifying the deposit of
such amount in the CFD Services Fund.

(b) The Port shall direct the Trustee in a written requisition therefor in substantially
the form of Exhibit C to allocate the amount of any Services Special Taxes to pay for
authorized Services.

(c) The Port may direct the Trustee that the provisions of this Section 5 shall be of
no further force or effect in its sole discretion.
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6. Establishment of Special Funds and Accounis.

(a) Funds and Accounts Related to Allocated Tax Increment. The Trustee shall
establish, maintain and hold in trust a separate fund designated as the "Sub-Project Area G-
- 1 Special Fund" (the "G-1 Special Fund"), which shall constitute the special fund required by
Section 53396(b) of the lFD Law.

Within the G-1 Special Fund, the Trustee shall establish, maintain and hold the
following accounts: the "Tax Allocation Debt Account," the "CFD Bond Account,”" the "G-1
Facilities Costs Account" and the "Contingency Account.”

The G-1 Special Fund and the accounts therein shall be held by the Trustee for the
benefit of the IFD and shall be applied by the Trustee in accordance with this Agreement.

(b) Funds and Accounts Related to Facilities Special Taxes. So long as Section 4 of
this Agreement is in effect (i) the Trustee shall establish, maintain and hold in trust a separate
fund designated as the "CFD Facilities Costs Fund,” which shall constitute the special fund
for the Facilities CFD required by Government Code Section 50075.1 and (ii) the CFD
Facilities Costs Fund shall be held by the Trustee for the benefit of the Facilities CFD ‘and
shall be applied by the Trustee in accordance with this Agreement

(c) Funds and Accounts Related to Services Special Taxes. So long as Section 5 of
this Agreement is in effect (i) the Trustee shall establish, maintain and hold in trust a separate
fund designated as the "CFD Services Fund,” which shall constitute the special fund for the
Services CFD required by Government Code Section 50075.1 and (ii) the CFD Services
Costs Fund shall.be held by the Trustee for the benefit of the Services CFD and shall be
applied by the Trustee in accordance with this Agreement. :

7. Tax Allocation Debt Account.

(a) Atthe written direction of the Port, amounts deposited in the Tax Allocation Debt
Account shall be transferred by the Trustee from time to time, to pay debt service on Tax
Allocation Debt under and pursuant to the terms of the documents pursuant to which the Tax
Allocation Debt was issued, as in effect from time to time. In the event amounts in the Tax
Allocation Debt Account are insufficient to pay amounts due under the documents evidencing
Tax Allocation Debt, the Trustee shall withdraw the amount of the deficiency from the
following accounts in the following order to the extent of the available-moneys in each said
account: (i) the Contingency Account and (ii) the G-1 Facilities Costs Account.

(b) -Prior to June 30, of each year, the Port shall calculate the Tax Allocation Debt
Service Requirement as of June 30, and shall provide the Trustee with a certificate of the
Port (the "Year-End Tax Allocation Debt Certificate") directing the Trustee to transfer to the
appropriate debt service accounts established by the documents evidencing the Tax
Allocation Debt the amounts set forth in the Year-End Tax Allocation Debt Certificate. The
Year-End Tax Allocation Debt Certificate shall state the sum of the amounts to be transferred
. to.debt service accounts pursuant to the Year-End Tax Allocation Debt Certificate, which
shall equal the Tax Allocation Debt Service Requirement as of said June 30. The Year-End
Tax Allocation Debt Certificate shall also state that, prowdlng the Trustee has made all the
transfers required to be made in accordance with the Year-End Tax Allocation Debt
Certificate, on the first Business Day following said June 30, the Trustee shall make the
transfers described in Section 7(c).
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, () Upon compliance with the conditions stated in Section 7(b), the Trustee shall
transfer all amounts’ remaining in the Tax Allocation Debt Account to the CFD Bond Account,
as necessary to make up any deficiencies in such account for the then immediately precedlng
Fiscal Year, and (i) any remaining amount to the G-1 Facilities Costs Account.

8. CFD Bond Account.

(a) At the written direction of the Port, amounts in the CFD Bond Account shall be
transferred by the Trustee from time to time, to pay debt service on CFD Bonds or as
otherwise required under the documents pursuant to which any such CFD-Bonds have been
issued. In the event amounts in the CFD Bond Account are insufficient to pay amounts due
under the documents evidencing CFD Bonds, the Trustee shall withdraw the amount of the
deficiency from the following accounts in the following order to the extent of the availabie
moneys in each said account: (i) the Contingency Account, (ii) the G-1 Facmtles Costs
Account and (jii) the CFD Facilities Costs Fund.

(b) Prior to June 30, of each year, the Port shall calculate the CFD Bond Debt Service
Requirement as of June 30, and shall provide the Trustee with a certificate of the Port (the
"Year-End CFD Bond Debt Certificate”) directing the Trustee to transfer to the appropriate
debt service accounts established by the documents evidencing the CFD Bonds the amounts
set forth in the Year-End CFD Bond Debt Certificate. The Year-End Bond Debt Certificate
shall state the sum of the amounts to be transferred to debt service accounts pursuant to the
Year-End CFD Bond Debt Certificate, which shall equal the CFD Bond Debt Service
Requirement as of said June 30. The Year-End CFD Bond Debt Certificate shall also state
that, if the Trustee has made all the transfers required to be made in accordance with the
Year-End CFD Bond Debt Certificate, on the first Business Day following said June 30, the
- Trustee shall make the transfers described in Section 8(c).

(c) Upoh compliance with the conditions stated in Section 8(b), the Trustee shall
transfer all remaining amounts in the CFD Bond Account to the CFD Facilities Costs Fund.

9. G-1 Facilities Costs Account.

(a) The Trustee shall withdraw and apply moneys in the G-1 Facilities Costs Account
in accordance with a written requisition of the Port in substantially the form of Exhibit A.

. {b) The Trustee shall maintain records as to the date of each deposit to the G-1
Special Fund, and shall use a first-in, first-out method of accounting in respect of the use of
amounts so deposited for purposes of Section 8(a).

(c) The Trustee shall transfer any amounts in the G-1 Facilities Costs Account to the
Tax Allocation Debt Account or the CFD Bond Account to the extent and at the times required
to comply with the provisions of Section 7(a) and Section 8(a).

9. Contingency Account.

(a) Amounts in the Contingency Account shall be used to satisfy deficiencies in any
Fiscal Year in amounts needed (i) to pay IFD Administrative Costs, (ii) to meet the
requirements of the Tax Allocation Debt Account, (iii) to meet the requirements of the CFD
Bond Account, and (iv) the to pay Facilities Costs to the extent that moneys in the G-1
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Facilities Costs Account and the CFD Facilities Costs Fund are insufficient for that purpose.
Amounts in the Contingency Account shall be disbursed as provided in Section 7(a) or
Section 8(a) or upon the written request of the Port.

(b) On the last day of each Fiscal Year, any amounts remaining on deposit in the
Contingency Account shall be transferred by the Trustee to the G-1 Facilities Costs Account.

(c) Amounts in thé. Contingency Account are not pledged to the payment of debt
service on Tax Allocation Debt or CFD Bonds and are available for the purposes described
in Section 9.

11. Ihvestment of Funds: Reporting of Earnings and Balances.

(a) Investment of Funds. The Trustee shall invest amounts on deposit in the funds
and accounts established under this Agreement at the written direction of the Port in any
lawful investment for Port funds. The Trustee may rely on the written direction of the Port as
to the legality of any such investment. In the absence of any such written direction, the
Trustee shall hold such moneys uninvested. The Trustee shall not be responsible for any
loss on any investment made at the written direction of the Port or otherwise made in
accordance with this Section 11(a).

(b)  Reporting of Earnings and Balances. The Trustee shall provide monthly reports
* to the Port with a copy to Owner setting forth a list of all assets in each of the accounts and
funds established under this Agreement, all deposit and withdrawal activity for the funds and
acconts, any investment gain or loss on amounts in such funds and accounts, and the ending
balance, as of the end of the preceding month, of each such account.

12. General Provisions Regarding the Trusteé.

The following provisions shall pertain to.the perfor_mancé by the Trustee of its duties
under this Agreement:

(a) Duties, Immunities_and Liabilities of Trustee. The Trustee shall perform such
duties and only such duties as are specifically set forth in this Agreement. The Trustee shall
exercise the rights and powers vested in it by this Agreement, and use the some degree of
care and skill in their exercise, as a reasonable person would exercise or use under the
circumstances in the conduct of his or her own affairs.

(b) Merger or Consolidation of Trustee. Any company into which the Trustee may be
merged or converted or with which it may be consolidated or any company resulting from any
merger, conversion or consolidation to which it shall be a party or any company to which the
Trustee may sell or transfer all or substantially all of its corporate trust business, without the
‘execution or filing of any paper or any further act, anything herein to the contrary
notwithstanding. The Trustee shall give written notice to the Port of any such merger or
consolidation and of any name change.

(c) Liability of Trustee. The recitals of facts herein shall be taken as statements of
the Port and the Trustee assumes no responsibility for the correctness of the some, or shall
incur any responsibility with respect to this Agreement, other than in connection with the
duties or obligations herein or imposed upon it. The Trustee shall not be liable (i) in
connection with the performance of its respective duties hereunder, except for its own
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negligence or willful misconduct; (ii) for any error of judgment made in good faith, unless it
shall be proved that the Trustee was negligent in ascertaining the pertinent facts; (iii) with
respect to any action taken or omitted to be taken by it in good faith in accordance with the
direction of the Port the relating to the time, method and place of exercising any trust or
power conferred upon the Trustee under this Agreement; or (iv) for any action taken by it in
good faith and believed by it to be authorized or within the discretion or rights or powers
conferred upon it by this Agreement.

(d) Payment; Reimbursement. Indemnification. The Port agrees:

0] to pay the Trustee, from time to time reasonable compensation for all
services rendered by it hereunder (which compensation shall not be limited by any
provision of law in regard to the compensation of a trustee of an express trust);

(ii) . except as otherwise expressly provided herein, to reimburse the
Trustee upon its request for all reasonable expenses, disbursements and advances
incurred or made by the Trustee in accordance with any provision of this Agreement
(including the reasonable compensation and the expenses and disbursements of its
agents and counsel), except any such expense, disbursement or advance as may be
attributable to the Trustee's negligence or willful misconduct; and . :

(i)  to indemnify the Trustee for, and to hold it harmless against, any loss,
liability, cost, claim or expense of any kind whatsoever, including those of its
attorneys, incurred without negligence .or willful misconduct on the Trustee's part,
arising out of or in connection with the acceptance or administration of this trust or
the performance of its duties hereunder, including the costs and expenses of
defending itself against any claim or liability in connection with the exercise or

- performance of any of its powers or duties hereunder. The provisions of this Section
12(d)(iii) shall survive the termination of this Agreement.

(e) Expenditure of Trustee's Funds. No provision of this Agreement shall require the
Trustee to expend or risk its own funds or otherwise incur any financial liability in the
performance of any of its duties hereunder, or in the exercise of any of its rights or powers,
if repayment of such funds or adequate lndemmty against such risk or liability is not
reasonably assured to it.

‘(Hh Aagents, Co-Trustees. The Trustee may execute any of the trusts or powers
hereunder or perform any duties hereunder either directly or by or through agents, co-
trustees or attorneys and the Trustee shall not be responsible for any misconduct or
negligence on the part of any agent, co-trustee or attorney appointed with due care by it
hereunder.

(9) No Personal Liability. In acting as Trustee hereundef, the Trustee acts solely in
its capacity as Trustee, and not in its individual, personal or corporate capacity.

(h) Right of Trustee to Rely on Documents. The Trustee shall not be bound to make
any investigation into the facts or matters stated in any resolution, requisition, certificate,
statement, instrument, opinion, report, notice, request, direction, consent, order, debenture,
coupon or other paper or document, but the Trustee, in its discretion, may make such further
investigation or inquiry into such facts of matters as it may deem fit.
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The Trustee shall be protected in acling upen any notice, resolution, request,
direction, requisition, consent, order, certificate, report, opinion, or other paper or document
believed by it to be genuine and to have been signed or presented by the proper party or
parties. The Trustee may consult with counsel, with regard to. legal questions, and the opinion
of such counsel shall be full and complete authorization and protection in respect of any
action taken or suffered by it hereunder in good faith and in accordance therewith. The -
Trustee may conclusively rely upon any direction or instruction received by it from the Port
as to the deposit and withdrawal of moneys in the funds and accounts established under this
Agreement and shall not be responsible as to the correctness of the amounts received, or
the use or allocation thereof, but its responsibility shall be limited to the accounting for such
funds as it shall actually receive. :

Whenever in the administration of the trusts imposed upon it by this Agreement the
Trustee shall deem it necessary or desirable that a matter be proved or established prior to
taking or suffering any action hereunder, such matter (unless other evidence in respect
thereof be herein specifically prescribed) may be deemed to be conclusively proved and
established by a statement of the Port and such statement shall be full warrant to the Trustee
for any action taken or suffered in good faith under the provisions of this Agreement in
reliance upon such statement, but in its discretion the Trustee may, in lieu thereof, accept
other evidence of such matter or may require such additional evidence as to it may deem
reasonable.

(i) Preservation and Inspection of Documents. All documents received by the Trustee
under the provisions of this Agreement shall be retained in its possession-and shali be subject
at all reasonable times upon reasonable prior notice to the inspection of the Port and its
respective agents and representatives duly authorized in writing, at reasonable hours and
under reasonable conditions.

Section 13. Resignation or Removal of Truétee.

(a) The Trustee may resign at any time by glvmg written notice to the Port, and the
Port shall promptly appoint a successor frustee.

(b) The Port may remove the Trustee at any time without cause by giving written
notice to the Trustee and appointing a successor trustee.

(c}) Notwithstanding any other provision of this Agreement, no resignation or removal
of the Trustee shali take effect until the acceptance of appointment and assumption of duties
by the successor trustee. g :

Section 14. Section Headings and References. The headings or titles of the several
Sections hereof, and any table of contents appended to copies hereof, shall be solely for
convenience of reference and shall not affect the meaning, construction or effect of this
Agreement.

All references herein to "Sections" and other subsections are to the corresponding
Sections or subsections of this Agreement; the words "herein,” "hereof," "hereby,"
"hereunder" and other words of similar import refer to this Agreement as a whole and not to
any particular Section or subsection hereof; and words of any gender shall mean and include
words of the other genders.

OO
=
N



Section 15. Execution in Several Counterparts. This Agreement may be executed in
any number of counterparts and each of such counierparts shall for all purposes be deemed .
to be an original; and all such counterparts, or as many of them as the'Port and the Trustee
shall preserve undestroyed, shall together constitute but one and the same instrument.

Section 16. Governing Law. This Agreement shall be construed in accordance with
and governed by the Constitution and laws of the State of California, applicable to the
contracts made and performed in such State. '

Section 17. Notices. Unless otherwise expressly stated herein, any notice or demand
which by any provision of this Agreement is required or permitted to be given or served by
any party may be given or served by being sent by any generally recognized express service,
hand delivery, or deposited postage prepaid in a post office letter box addressed (untll
another address is specified by a party, and then, that address) as follows:

The Port: Pier 1

: San Francisco Port Commlssmn
San Francisco, CA 94111
Attention: Executive Director

The Trustee: [Trustee Bank]
' [address to come]

Section 18. Amendments. This Agreement may not be effectively amended, changed,
modified, altered or terminated except in writing, executed by the Port and the Trustee. The
Trustee shall execute any amendment to this Agreement as requested by the Port except

that the Trustee shall have the right to refuse to execute any amendment to this Agreement
~ to the extent it materially and adversely affects the rights of the Trustee hereunder.
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IN WITNESS WHEREOF, Port, as agent of the IFD, Facilities CFD and Services CFD,
has caused this Agreement to be signed in its name by its duly authorized officer, and the
Trustee has caused this Agreement to be signed in its name by its duly authorized officer, all
as of the day and year first above written. :

CITY AND COUNTY OF SAN FRANCISCO ACTING
- BY AND THROUGH THE SAN FRANCISCO PORT

COMMISSION, AS AGENT OF THE IFD, THE

FACILITIES CFD AND THE SERVICES CFD

By:

Its:

[TRUSTEE BANK], as Trustee

By:

Its:

=
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EXHIBIT A
FORM OF REQUISITION

G-1 FACILITIES COSTS ACCOUNT
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EXHIBIT B
FORM OF REQUISITION

CFD FACILITIES COSTS FUND
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EXHIBIT C
FORM OF REQUISITION

SERVICES CFD FUND
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City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 5545163
TDD/TTY No. 554-5227 -

NOTICE OF PUBLIC HEARlNG

BOARD OF SUPERVISORS OF THE CITY AND COUNTY OF SAN FRANCISCO

NOTICE [S HEREBY GIVEN THAT the Board of Supervisors of the City and County of San
Francisco will hold a public hearing fo consider the following proposal and said public hearing will be
held as follows, at which time all interested parties may attend and be heard:

BOARD of SUPERVISORS

Date: Tuesday, January 26, 2016
Time: - 3:00 p.m.

Location: Legislative Chamber, Room 250, located at City Hall
' 1 Dr. Carlton B. Goodlett Place, San Francisco, CA

Subject: File No. 151120.. Hearing of persons interested in or objecting to a proposed
Ordinance (File No. 151119) establishing an Infrastrycture Financing District,
an Infrastructure Financing Plan, a Tax Administration Agreement, and
approving other matters in connection with establishing City and County of San
Francisco Infrastructure Financing District No. 2 (Port of San Francisco); a
proposed Resolution (File No. 151118) approving a Memorandum of
Understanding Relating to Infrastructure Financing District No. 2 (Port of San
Francisco), Sub-Project Area G-1 (Pier 70 — Historic Core), and approving other
matters in connection therewith; and a proposed Resolution (File No. 151117)
approving issuance of bonds in an amount not to exceed $25,100,000 for City
and County of San Francisco Infrastructure Financing District No. 2 (Port of San
Francisco), with respect to Sub-Project Area G-1 (Pier 70 - Historic Core),
approving an Indenture of Trust and Pledge Agreement, and approving other
matters in connectlon therewith. ,

The proposed City and County of San Frandisco Infrastructure Financing District No. 2 (Port of
San Francisco) (“District”) is described in the Infrastructure Financing Plan-(“Plan”) described above,
which is on file with the Clerk of the Board of Supervisors in File No. 151119. The Plan describes the
public facilities to be financed by the District and the proposed financial arrangements to be
undertaken by the District, including the proposed commitment of incremental tax revenue by the City
and County of San Francisco. The boundaries of the proposed District are described in the Plan.

In accordance with Administrative Code, Section 67.7-1, persons who are unable to attend the
hearing on this matter may submit written comments to the City prior to the time the hearing begins.
These comments will be made part of the official public record in this matter, and shall be brought to
the attention of the members of the Board of Supervisors. Written comments should be addressed to
Angela Calvillo, Clerk of the Board, City Hall, 1 Dr. Carlton Goodlett Place, Room 244, San Francisco,
CA 94102. Information relating to this matter is available in the Office-of the Clerk of the Board.
Agenda information relating to this matter will be available for public review on Friday, January 22,

2016. - : Q/ Z . a g) .
: 6,Angela Calvillo, Clerk of the Board

DATED: December 23, 2015
PUBLISHED/MAILED/POSTED: December28, 2015 & JanuarB@ 72, and 19, 2016




City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-468%
Tel. No 554-5184
FaxNo. 554-5163
TTD/ITY No. 5545227

BOARD of SUPERVISCRS

NOTIFICACION DE AUDIENCIA PUBLICA
JUNATA DE SUPERVISORES DELACIUDAD Y CONDADO DE SANFRANCISCO

Fecha: Martes, 26 de enero de 2016
Hora: . 3:00 p.m.
Lugar: Camara Legislativa, Sala 250 del Ayuntamiento

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

Asunto: Expediente Niim. 151120. Audiencia a las personas interesadas

: " en, 0 que'se oponen a, una Ordenanza propuesta (Expediente
Ndam. 151117) que establece un Distrito de Financiamiento de
Infraestructura, un'Plan de Financiamiento de Infraestructura, un
Acuerdo de Administracién Tributaria, y que aprueba otros asuntos
relacionados con el establecimiento del Distrito Nam. 2 de
Financiamiento de Infraestructura de la Ciudad y Condado de San

Francisco (Puerto de San Francisco); una Resoluciéon propuesta
" (Expediente Nim. 151118) que aprueba un Memorando de

Entendimiento Relacionado con el Distrito Nam. 2 de
Financiamiento de Infraestructura (Puerto de San Francisco), Area
del Subproyecto G-1 (Muelle 70 - Centro Hist6rico), y que aprueba
otros asuntos relacionados con el mismo; y una Resolucion .
propuesta (Expediente Nam. 151119) que aprueba la emisiéon de
bonos-por un monto que no exceda en $25,100,000 para el Distrito
Ntim. 2 de Financiamiento de Infraestructura de la Ciudad y
Condado de San Francisco (Puerto de San Francisco), con
respecto al Area del Subproyecto G-1 (Muelle 70 - Sitio Histérico),
que aprueba una Escritura de Fideicomiso y Contrato de
Pignoracion, y aprueba otros asuntos relacionados con los mismos.

e

‘& Angela Calvillo, Secretaria de la Junta

FECHADO: 23 de diciembre de 2015
ANUNCIADO/PUBLICADO: 29 de diciembre de 2015,y 5, 12, y 19 de enero de 2016
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~ ~  City Bl
1Dr.Ca  B. Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
A Tel. No 554-5184
Fax No. 554-5163.
" TTD/ITY No. 5545227
NEEEEA
=FETTHRERTESEREES
HEA: 201641 526 HEH—
A
B TESE o
R THEE » ﬂ%@%@ 250 £ » 1 Dr. Carlton B. Goodlett Place, San

Francisco, CA 94102

RESEHEAE 151120 - TOSTESHIRSUTIS A LREIEN] (Fle No.
151119) HEE. - BORRFIREARGHE - BRI - REE

BERE RADEROI =S T MR SREN.2 (= mTEL) FE

TAERAEEIE ; Bl (File No. 151118) #bABEEESFHIENC.2

C(ZEWAEL) -~ TETEIEG-L (Pler 70 - ERL) BRRVSFSE

==8% (Memorandiim of Understanding ) » M@ e
DRSS (File No. 151117) #tAE R =F T i KRG EESRIEN0.2
(=ETEL) SfTES - BEENEIES25,100,000 - ZRERETEIE
G-1 (Pier 70 — FESRAZL) - RZERLAEEFEEE (Indenture of Trust)
KB #= (Pledge Agreement) » PASiBEBE PEILARNEE -

Angela Calvillo
TSEREGED

F#A: December 23, 2015
AHGEEEFRES: December 29, 2015 & January 5, 12, and 19, 2016
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CALIFORNIA NEWSPAPER SERVICE BUREAU
DAILY JOURNAL CORPORAT[ON‘

Mailing Address : 915 E FIRST ST, LOS ANGELES, CA 90012
Telephone (800) 788-7840 / Fax (800) 4642839
Visit us @ www.LegalAdstore.com

Alisa Somera
CCSF BD OF SUPERVISORS (OFFICIAL NOTICES)
1 DR CARLTON B GOODLETT PL #244
SAN FRANCISCO, CA 94102 EXMit 2829579
NOTICE OF PUBLIC
HEARING
BOARD OF SUPERVISORS

QF THECITY AND
COUNTY OF SAN FRAN-

COPY OF NOTICE . JANUARY?,EP,JZMS-EM

LEGISLATIVE CHAMBER,
. ROOM 250, TITY HALL
1 DR. CARLTON B.
GOODLETT PLACE, SAN
CISCO,

, CA

NOTICE IS-HEREBY.GIVEN

Notice Type: GPN GOVT PUBLIC NOTICE | O me o o Sgpert

6.15 Board COW - Port IFD e et et

It - N - 230 sl

Ad Descnptxon AS - 01.26. o © s‘ne fallowin ngprr)pusul and

: said public heaing will be

hﬂeld as fonot:ds' :;:lﬁ ich time

interes es ma;

To the right is a copy of the notice you sent {o us for publfication in the SAN Stend: and be heard: ol
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Total . - $1498.50 amount ' not exceed

$25.1oo,ooo for City and
County of San Frandsco
Infrastucture Financing
District No. 2 (Port of San
Francisco), with respect to
. . : Sub-Project Area (;-1 (Pier
70 - Histodc Core), sipprov-
ing an Indenture of Frust and
Pledge  Agreement, and
approving other matters m
conneciion therewith.
proposed City and Couniy of
San Francisco |
Firancing Distict No, 2 (Port
of San cisco) (District)
is described in the Infrastruc-
ture Financing Plan {"Plan”)
described above, which is on
fle with the Clerk of the
Board of Supervisors in File
No. 151119 The Plan
describes the publ‘c facilities
to be financed by the District
and fhe proposed financial
arangements to be
undertaken by the Distict,
induding the proposed
commitment of incremental
tax reveruie by the Cily and
County of San Francisco,
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The boundaries of the
propased District are
described in the Plan. In
accordance with Administra-
tive Code, Section 67.7-1,
persons who are unable o
attend the hearing on this
malter mdy submit written
comments to the City prior to
the time the hearing begins.
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1 Dr. Cariton Goodlelt PI.atx

ava:!able in the Office of the
Clerk of the Board. Agenda
informalion relafing to this
matter will be available for
public review on Fiiday,
January 22, 2018, Angela
Calvilio, Clerk of the Board



OFFICE OF THE MAYOR

EDWIN M. LEe
SAN FRANCISCO. :

N

TO: ‘Angela Calvillo, Clerk of the Board of Superwsors .

FROM: Mayor Edwin M. Lee _ .
RE:. Authorizing Execution of a Memorandum of Understanding Relating to
' Infrastructure Financing District No. 2

DATE: December 15, 2015

+ Atftached for introduction to the Board of Supervisors is a resolution approving a
Memorandum of Understanding relating to Sub-Project Area G-1 (Pier 70 - Historic
Core) of City and County of San Francisco Infrastructure Financing District No. 2 (Port
of San Francisco); and approving other matters in connection therewith.

Please note that this legislation is co-sponsored by Supervisor M@»i%

Should you have any questions, p[ease contact Nicole Elliott (415) 554-7940.

1 DR. CARLTON B. Goonf8l PLACE, Room 200
SAN FrRANCISCO. CAIFORNIA 941024681
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oislative Hi:

L 5o+
1 SB 815 (Senator Migden, 2005) - | . e

Granted the Board of Supervisors the ability to form an IFD over Port property to fund

Port capital needs =

AB 1199 (Assemblymember Ammiano, 2010) __
Amended Infrastructure Finaﬁcing District (IFD) Law to capture State ERAF share of ta¥

increment to address blighted conditions at Pier 70

Port IFD Policy (Mayor Lee, Supervisor Kim, 2013
‘Established guidelines for IFDs on Port property to maximize the collection of the State’s

ERAF share, ensure proper maintenance of infrastructure and pfotect the General Fund.







B 15-1119 Ordinance establishing a Port IFD and adopting the Infrastructure
3 Flnancmg Plan for Sub-Project Area G-1 (20"h Street Historic Buildings)

Also approves a Tax Admtmstratmn Agreement and affirms CEQA determmatlon

‘ 15-1118 Resolution approving the rssuance of bonds not to exceed $25.1 Million -
for Sub-Project Area G-1 t , :

405

Also approves a form of Indenture of Trust and Pledge Agreement

1451117 Resolutron Approvmg an MOU between the Port Controller and Tax
Collector, , r . _

Describes how IFD will be administered.




IFP Formation — Milestones

s

S0¥

First reading of (3) Ordinance Adopting IFP; adoption of (4)
Reso Authorizing Issuance of Bonds and-(5) Reso Approving
MOU | -

May 9,2016* Last day for filing of validation complaint in Superior Court

*Need to establish Base Year in FY 2015-16 to collect full amount of tax increment.




- Allocation to IFD
FY 2016 /17 — FY 2062 / 63

The Historic Core SUb—Proj’ecT Area will generate
approx. $710k annually in netf tax increment to the [FD
| - Gross
~_Increment allocated to IFD Increment

State of California ERAF portion of increment
generated at Pier 70 - 25.33%

407 .



Blighted Conditions at Pier 70

The LegileTUre allowed the City i‘o cap’ruke Thé State’s ERAF.
share of property taxes at Pier 70 in 2010 because: |

I
o
co

Deterioratfion cannoT be remedied by private mvesfmen‘r

“dlone

Since 2002, 11 buildings condemned; 14 use- restricted

Structures bUlIT on fill or de mud, pre date seismic
standards

The site contains historically significant assets
$2 billion 10YCP need, insufficient revenues for P70
150 years of industrial use
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2015 bOIlars | Nommal Dollars

-”Bond procé.éds - 6 558 879 }7,831,6444

: vl",:‘

— O
“eg

“.:T:otal Sources . ) $23 411 912 "$ﬁ4é;220,000

Projects funded by debt $8321242 $9,241,251

”AInterest expense 5,152,236 13,218,295  |




£ Bldg. 102 electrical relocation /

improvements - . 3,090,000 ',FY 2016/17

g@/ﬁ@‘é‘
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BLDG 109

Parking

Park Pavilion

Covered Picnic Sites - -
Display:of Historic Artifacts &nterp:
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LoWer Revenue ngher Revenue |
Scenarlo, 2015 Scenarlo 2015
Dollars . l Dollars |

Sales tex ‘utility users tax and
| property tax m—heu of VLF 16 599, 800 o 16,599,800

5205400 2,239,508
2144200
$23,969,400

Total General Fund Expensee” - $8,152,700 $8‘,1‘5.2,'700.”

Net GenerelrFund Beneflt “ . $15,816,700 $»30,173,9002;
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Employment Measure

» Indirect and inducedjobs

ction job payr-ol

Indirect, induced constru
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