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FILE NO. 101259 RESOLUTION NO.

[34™ America's Cup Host City Agreement and Finding of Fiscal Feasibility]

Resolution approving a Host City and Venue Agreement among the City, the America's

- Cup Event Authority and the San Francisco America’s Cup Organizing Committee;

authorizing the Mayor or his designee and the Port to execute the Host City and Venue
Agreement; authorizing and urging the Mayor, Office of Economic and Workforce
Development, Port and such other City Officials as appropriate to take such steps and
execute such additional agreements as are consistent with the Host City and Venue
Agreement and this Resolution to bring the 34" America's Cup to the San Francisco
Bay; and finding that the proposed Event is fiscally feasible as set forth in

Administrative Code Chapter 29.

WHEREAS, The Board-of Supervisors finds as follows:

(a) In February 2010, BMW Oracle Racing, sailing for the Golden Gate Yacht Club
(together, the "Team"), won the 33" America’s Cup in Valencia, Spain; and,

(b) The Team, as Defenders of the America’s Cup, has the right and duty to organize
the 34" America’s Cup (the "E;}e‘nt"), and has created an Event Authority for purposes of
organizing the Event; and,

(c) The Team had selected three potential venues for hosting the Event, including
San Francisco, the only United States city under consideration, and two European venues,
and the Team will make the final selection by December 31, 2010, and,

(d) Hosting the 34™ America’s Cup in San Francisco would generate significant public
benefits for the City including: (i) the repair, improvement and productive reuse of certain City
piers along the City’s central and southern waterfront that are currently in a state of disrepair;

(i) the generation of significant new jobs and economic development in a very short period of

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Dufty, Maxwell
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time, including over 9,000 jobs and more than $1.4 billion of new economic activity, as
projected in an economic impact analysis completed by the Bay Area Council Economic
institute and Beacon Economics; and (iii) substantially increased public access to the
waterfront, new opportunities for people to view and enjoy the San Francisco Bay and an
extraordinary showcase for the Bay to the world; and,

(e) An America's Cup Organizing Committee (the "ACOC"), an independent not-for-
profit corporation, has been established and includes civic and corporate leaders from
throughout the Bay Area, California and the nation, as well as a bipartisan honorary
committee including elected and appointed representatives from our local, state and federal
governments; and,

(f) On October 5, 2010, by Resolution 465-10 (File No. 101254) the Board of
Supervisors approved a Term Sheet that outlined the basis for the City, the ACOC and the
Event Authority to negotiate a Host City and Venue Agreement for the 34" America's Cup;
and,

(g) Consistent with the Term Sheet, City staff has negotiated a Host City and Venue
Agreement with the ACOC and the Event Authority and has presented the agreement to the
Board for approval: and a copy of the agreement is on file with the Clerk of the Board in
File No. 101259 which is hereby declared to be a part of this Resolution as if set forth fully
herein (the "Host Agreement”); and, |

(h) On November 30, 2010, the Port Commission, by Resolution No. 10-73 forwarded
the Host Agreement and a Northern Waterfront Alternative to the Host Agreement (Northern
Waterfront Host Agreement), a copy of the agreement s on file with the Clerk of the Board in
File No. 101259 which is hereby declared to be a part of this Resolution as if set forth fully
herein, under which the potential fiscal impacts to the City are reduced recommended that this

Board approve either the Host Agreement or the Northern Waterfront Host Agreement; and,

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Dufty, Maxwell
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(i) The Host Agreement contemplates sole source negotiations with the Event Authority
for venue leases and other agreements for environmental review and to use City property
needed for the Event. Also, the Host Agreement requires the Event Authority to make an
estimated $150 million in substructuré and infrastructure improvements to Port facilities for the
Event, subject to City verification; and in exchange, the City agrees, subject to the terms and
conditions of the Host Agreement, including environmental review under CEQA and future
approvals by the Port and Board of Supervisors, to grant the long-term development rights to
Piers 30-32 and 50 and Seawall Lot 330 on a sole source basis to the Event Authority,
together with proceeds of property tax increment financing from the future development of
such sites, to help reimburse the Event Authority for the cost of the infrastructure repairs and
improvements. The sole source hegotiations contemplated by the Host Agreément are
required for the City to host the Event, make competitive bidding impra;:tical and infeasible
and are in the City's best interests; and,

(j) The Northern Waterfront Host Agreement contemplates sole source negofiations
with the Event Authority for venue leases and other agreements for environmental review and
to use City property needed for the Event. Also, the Northern Waterfront Host Agreement
requires the Event Authority to make an estimated $55 million in substructure and
infrastructure improvements to Port facilities for the Event, subject to City verification; and in
exchange, the City agrees, subject to the terms and conditions of the Host Agreement,
including environmental review under CEQA and future approvais by the Port and Board of
Supervisors, to grant the long-term development rights to Piers 30-32 and Seawall Lot 330 on
a sole source basis to the Event Authority, together with proceeds of property tax increment
financing from the future development of such sites, to help reimburse the Event Authority for
the cost of the infrastructure repairs and improvements. The sole source negotiations

contemplated by the Northern Waterfront Host Agreement are required for the City to host the

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Dufty, Maxwell
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Event, make competitive bidding impractical and infeasible and are in the City's best interests;
and,

(k) The Host Agreement and the Northern Waterfront Host Agreement requires the City
to provide certain indemnity obligations in favor of the Event Authority and the ACOC, permits
specific performance as a remedy, and provides for certain waivers of remedies and
limitations on liability, all on the terms and conditions more particularly set forth in the Host
Agreement and the Northern Waterfront Host Agreement; and,

() The City has identified potential financial impacts to the Port of hosting the
34" America's Cup and a range of potential solutions, including using Charter Section B7.320
to offset race-related, net short-term rent reductions to the Port, financing certain City costs to
prepare venues for the Event with City certificates of participation, and City financing for
waterfront improvements to offset reductions in the Port's revenue bond capacity, subject to
the review and approval of the Capital Planning Committee, the Mayor and the San Francisco
Board of Supervisors, as applicable; and,

{m) Under the Host Agreement and the Northern Waterfront Host Agreement, the
Team and Event Authority will continue to assess and analyze information to determine the
final type and placement of facilities and infrastructure necessary to host the 34" America's
Cup, and will work collaboratively with the City to further refine the plans for the 34™ America's
Cup that do not materially increase the obiigatibns or liabilities of the City and are necessary
to accomplish the Event contemplated by the Host Agreement and the Northern Waterfront
Host Agreement; and,

(n) The Team and Event Authority currently are evaluating Piers 19-29 in combination
with Piers 30-32 as an alternative Event location that may be preferred by the City, as further
described in a letter dated November 8, 2010 from Stephen Barclay on behalf of the

America's Cup Committee, Golden Gate Yacht Club, a copy of which is on file with the Clerk

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Dufty, Maxwell
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of the Board in File No. 101259 and which is hereby declared to be a part of this Resolution
as if set forth fully herein and in the Northern Waterfront Host Agreement; and,

(o) The City will undertake environmental review under CEQA of the 34" America's
Cup event and facilities and will work with the Team as well as experts and the public to
develop a thorough environmental analysis that will inform both the design and placement of
the 34™ America's Cup events and facilitiés, and the City and the Team intend the
34! America's Cup event and facilities to be models of green, sustainable technology and
event planning; and,

(p) Chapter 29 of the Administrative Code requires the Board of Supervisors to
determine whether certain projects proposed by a City department or other entity are fiscally
feasible and responsible prior to initiating environmental review under the California
Environmental Quality Act ("CEQA"); and,

(q) The Office of Economic and Workforce Development has submitted to the Board of
Supervisors a report on the proposed Project ("the "Fiscal Feasibility Report") containing the
information required by Administrative Code Section 29.'3, which Report is on file with the
Clerk of the Board of Supervisors in File No. 101259, and is hereby incorporated by this
reference as part of the Resolution as if fully set forth herein; 'and,

(r) The Board of Supervisors has reviewed and considered the general description of
the Event, the general purpose of the Event, the fiscal plan and other information submitted fo
it and has considered the direct and indirect financial benefits of the Event to the City, as set
forth in the Fiscal Feasibility Report; and,

(s) The Venue Leases (and licenses) and Disposition and Development Agreements
("DDAs"), Legacy Leases and Transfer Agreement contemplated in the Host Agreement and
the Northern Waterfront Host Agreement will be subject to later discretionary approvals by the

Board of Supervisors and Port, folioWing completion of environmental review of the Event

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Duity, Maxwell
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under CEQA. A probosed schedule of major approvals is on file with the Clerk of the Board in
File No. 101258 which is hereby declared to be a part of this Resolution as if se{ forth fully
herein; and,

(t) Under Section 1 of the Host Agreement and the Northern Waterfront Host
Agreement, the agreement will terminate if the City is not selected as host city for the 34"
America's Cup; and under Section 2 of the Host Agreement and the Northern Waterfront Host
Agreement, the agreement will terminate without liability to any Party if the Parties otherwise
are unable to reach agreement on a variety of contingencies, including but not limited to if
environmental review under CEQA would require unacceptable modifications to the Event or
other terms of the Host Agreement or the Northern Waterfront Host Agreement; and,

{u)} The obligations of the City and the ACOC owed fo the Event Authority under the
Host Agreement or the Northern Waterfront Host Agreement shall be secured by a surety
bond in the amount of $32 million provided by the ACOC.

Now, therefore, be it

RESOLVED, That the Board of Supervisors finds that the plan to undertake and
implement the Event is fiscally feasible and responsible under San Francisco Administrative
Code Chapter 29; and, be it

| FURTHER RESOLVED, That under San Francisco Administrative Code Chapter 29,
the environmental application may now be filed with the Planning Department and the
Planning Department may now undertake environmental review of the Event as required by
Administrative Code Chapter 31 and CEQA,; and, be it

FURTHER RESOLVED, That the City will conduct environmental review of the
34" America's Cup undér the California Environmental Quality Act ("CEQA") and nothing in
this Resolution implements any approvals or facilities for the Event, or grants any entitlements

to the Event Authority, nor does adoption of this Resolution foreclose the possibility of

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Dufty, Maxwell
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considering alternatives to the proposal, mitigation measures or deciding not to grant
entitiement or approve or implement any actions to construct necessary amenities for the
Event after conducting appropriate environmental review under CEQA, and while the Host
Agreement and the Northern Waterfront Host Agreement identify many of the essential terms
of a proposed transaction between the Event Authority and the City, it does not approve or
finalize all of the material terms and conditions of the project', including the Venue Leases and
DDAs, Legacy Leases and Transfer Agreement; and, be it

FURTHER RESOLVED, That the Board of Supervisors hereby approves the Northern
Waterfront Host Agreement and authorizes the Mayor and City Officials with jurisdiction of
over the specific contractual and {easing agreement subject matter, including the Executive
Director of the Port over Port matters, to enter into and perform the City's obligations under
the Northern Waterfront Host Agreement; and, be it

FURTHER RESOLVED, That the Board of Supervisors hereby authorizes and urges
the Mayor, Director of the Office of Economic and Workforce Development, and other City
Officials with jurisdiction over the specific contractual and leasing subject matter, including the
Executive Director of the Port over Port matters, to take such steps and enter into any
additions, amendments or other modifications to the Host Agreement and/or the Northern
Waterfront Host Agreement, as applicable, as they, in consultation with the City Attorney,
determine are in the best interests of the City, do not ﬁ'laterialiy increase the obligations or
liabilities of the City and are necessary or advisable to bring the 34™ America's Cup to San
Francisco Bay and effectuate the purpose and intent of this Resolution, and further ratifies
such actions that the Mayor, Director of the Office of Economic and Workforce Development,
Port Director or other City Official may undertake within the scope of this authority before final |
adoption of this Resolution, except for the Venue Leases and the DDAs, Legacy Leases and

Transfer Agreement contemplated in the Host Agreement and/or the Northern Waterfront Host

Mayor Newsom, Supervisors Chiu, Mirkarimi, Alioto-Pier, Chu, Dufty, Maxwell
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Agreement, as applicable, which all will be subject to later discretionary approvals by the

Board of Supervisors and Port, as applicable, following CEQA review of the Event.
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BUDGET ANI> FINANCE COMMITTEE MEETING DECEMBER 13,2010

Iltem 3 Department:
File 10-1259 Port of San Francisco
Note:

This report is based on the proposed subject Host City and Venue Agreement (Agreement),
referred to as the Northern Waterfront Alternative, dated December 8, 2010. The Budget and
Legislative Analyst previously reported on the first version of the Host City and Venue Agreement,
as submitted to the Board of Supervisors, and the non-binding Term Sheet, which was the
foundation for the original Host City and Venue Agreement.

 EXECUTIVESUMMARY

Legislative Objective

¢ Resolution (a) approving the execution of the 34™ America’s Cup Host City and Venue
Agreement, Northern Waterfront Alternative, between the City, the Event Authority, and the
America’s Cup Organizing Commiittee, and (b) finding that hosting the 34™ America’s Cup in
San Francisco is fiscally feasible under Chapter 29 of the City’s Administrative Code.

Obligations

The proposed Agreement obligates the City to provide the America’s Cup Event Authority (the
“Event Authority”) with use of several Port piers and facilities, as specified in the Background
section of this report, for varying amounts of time between 2011 and 2014 for various America’s
Cup exhibition and pre-match races and the final match in September 2013. The core period of use
and spectator activity is assumed to be in the months proceeding and up to September, 2013,

The Port would be obligated to prepare and deliver some or all of its piers and other facilities, as
listed in the Background section of this report, to the Event Authority for America’s Cup Events!
for varying amounts of time starting in 2011 and ending six months after the final match in
September 2013. The Event Authority and the City would be obligated to provide: a) other Event
planning services including coordination with various governmental jurisdictions; b) preparation
of transportation, spectator movement and security plans for the Event; c¢) police services; d)
transportation services; and e) various other services.

The Event Authority’s obligations include producing a minimum of 43 racing days and making
various infrastructure improvements to Port piers and facilities. As detailed in the Background
section of this report, the Event Authority would be required to make infrastructure improvements
to Piers 30-32, 27, and 29 and all other facilities as deemed appropriate by the Event Authority.

The estimated cost to the Event Authority for making such infrastructure improvements is $55
million. In exchange for making such infrastructure improvements, the Port would transfer: a)
long term development rights of 66 years to the Event Authority for Pier 30-32; and, b) long term
development rights of 75 years to the Event Authority for Seawall Lot 330.

i Event” is defined in this report as all of the races that take place in San Francisco as part of the 34™ America’s
Cup. .

SAN FRANCISCO BOARD OF SUPERVISORS BUPGET AND LEGISLATIVE ANALYST
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Benefits to Businesses Located in San Francisco

The Budget and Legislative Analyst estimates that the Event would generate $1.2 billion in
“expenditures which would benefit businesses located in San Francisco and would support 8,160
labot years®.

These estimated benefits to San Francisco businesses rely on key assumptions including the
number of syndicates, or teams, participating in the America’s Cup race, the number of race days
and the number of spectators. The Budget and Legislative Analyst has reviewed economic impact
assessments prepared for the proposed hosting of the 34™ America’s Cup in San Francisco and the
| actual hosting of the 32" America’s Cup in Valencia, Spain in 2007 and independently developed
ranges of possible impacts for San Francisco. The estimated benefits of $1.2 billion represent the
base case, or most likely scenario, of those estimated ranges. '

Benefits and Costs to the City and County of San Francisco

As shown in Table A below, the Budget and Legislative Analyst estimates that hosting the 34™
America’s Cup in San Francisco would have a direct fiscal benefit to the City and County of San
Francisco of $19.5 million in additional tax revenues, including Hotel, Payroll, Parking and Sales
Tax revenues, which would accrue directly to the City’s treasury.

Also, as shown in Table A below, as a result of hosting the Event, the City would be obligated to
perform certain functions under the terms of the proposed Agreement that will result in additional
costs to the City and lost lease revenues to the Port of $31.4 million. This estimate includes: a) lost
Port rent revenues and tenant relocation costs; b) a funding shortfall for Port development of a
cruise ship terminal project at Pier 27 that will be constructed jointly by the Port and the Event
Authority under this proposed Agreement; and, c) costs to the City for police and transit services,
environmental review, planning, permitting and inspection costs, and various other City services.
The estimated costs to be incurred by the City do not include the costs for existing City staff time
that would be expended on various administrative and management tasks required under the
Agreement. '

As shown in Table A below, the estimated net loss to the City to host the 34™ America’s Cup in
San Francisco under the terms of the proposed Host City and Venue Agreement for the Northern
Waterfront Alternative would be $11.9 million. The Budget and Legislative Analyst previously
estimated a net loss to the City of $57.8 million under the prior agreement. The primary reason for
a reduction in the net loss to the City is that different Port piers and facilities would be used under
the proposed Northern Waterfront Alternative Agreement that require fewer improvements and a
reduction in related City costs. In addition, the costs of any dredging needed to prepare for the
Event was previously proposed as a Port cost under the prior agreement and is now an Event
Authority cost under the proposed Northern Waterfront Alternative Agreement.

% A labor year is defined as one worker’s labor for one year.

SAN FRANCISCO BOARD OF SUPERVISORS _ BUDGET AND LEGISLATIVE ANALYST
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Table A: Estimated Net Gain to Be Incurred Directly By the City and County of San
Francisco Associated with Hosting the 34 America’s Cup

ors Estimated Net Loss to
Additional | "y ey (Additional
Additional City Costs & . ty on
. City Costs and Lost
City Tax Lost Port
Revenues Lease Port Lease Revenues
less Additional City
Revenues .
Tax Revenues)
The America’s Cup Events $19.5 million | $31.4 million ($11.9 million)

Long Term Development

The Event Authority would be required to make infrastructure improvements to Piers 30-32, 27,
and 29 and all other facilities as deemed appropriate by the Event Authority. The estimated cost
to the Event Authority for making such infrastructure improvements is $55 million. In exchange
for making such infrastructure improvements, the Port would transfer: a) long term development
rights of 66 years to the Event Authority for Pier 30-32; and b) long term-development rights of 75
years for Seawall Lot 330. The required improvements to be made by the Event Authority are
shown in the Event Authority Requirements and Obligations section of this report.

According to the proposed Agreement, the Event Authority would be reimbursed for its $55
million investment through a combination of rent credits on its long term leases and/or from
incremental Property Taxes generated by the Port properties after such Port properties have been
developed by the Event Authority. '

In addition, the FEvent Authority would also have the option of making infrastructure
improvements to Plers 26 and 28 and to the area adjacent to Pier 36 and the water area either
between Piers 14 and 22% or between Piers 30-32 and 38. According to the proposed Agreement,
the improvements to Piers 26 and 28 are estimated to cost the Event Authority $25 million, but
would only be incurred if the Event Authority determines those piers are needed for the Event and
elects to make the improvements.

Therefore, if the Event Authority exercises its options under the proposed new Agreement, the
Event Authority would invest an estimated total of $80 million ($55 million plus $25 million) and,
in return, the Port would transfer long term development rights of 66 to 75 years to the Event
Authority related to Pier 30-32, Seawall Lot 330, Pier 26 and Pier 28.

There are no estimates in the Agreement of the costs for improvements to either the area adjacent
to Pier 36 or the water areas between Piers 14 and 22% or between Piers 30-32 and 38.

If the Event Authority chooses to make these optional improvements, then the Port would also
transfer to the Event Authority long term development rights of 66 vears for Piers 26 and 28, as

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
3-3




BUDGET AND FINANCE COMMITTEE MEETING DECEMEBER 13, 2010

well as an unspecified amount of time for a to be determined Port property that is acceptable to the
City and the Event Authority for super yacht berthage. The optional improvements are shown m
the Event Authority Requirements and Obligations section of this report.

Port staff and their consultants have prepared analyses of the value and revenue potential of the
subject Port properties. The Budget and Legislative Analyst has reviewed those analyses and
prepared a comparison of: a) the value of two of the subject Port properties, Pier 30-32 and Sewall
Lot 330, if such properties were to be transferred by the Port to the Event Authority; to b) the
value of the two same subject Port properties, remaining under the control of the Port.

This comparison was prepared by the Budget and Legislative Analyst for the long term
development rights proposed under the original Host City and Venue Agreement, which consisted
of a transfer by the Port to the Event Authority of 66 to 75 year long term development rights for
Piers 30-32 and 50 and Seawall Lot 330. That comparative analysis by the Budget and Legislative
Analyst showed that the estimated net opporfunity loss to the City, by transferring such Port
properties to the Event Authority, would be $43.6 million. Under the original agreement, no rent
was to be paid by the Event Authority to the Port for the long term development rights.

Now, under the proposed new Northern Waterfront Alternative Agreement, with Pier 50 removed
from the proposed long term development rights to be transferred to the Event Authority, and with
a new provision under the proposed new Northern Waterfront Alternative Agreement to charge
rent to the Event Authority for the Port properties to be transferred to the Event Authority, the
Budget and Legislative Analyst prepared a similar cornparison of value to the City with and
without the Port transferring development rights of 66 to 75 years for Pier 30-32 and Seawall Lot
330 to the Event Authority.

Based on the latest comparative analysis by the Budget and Legislative Analyst, under. the
proposed Northern Waterfront Alternative Agreement, as shown in Table B below, the City would
realize an estimated net gain of $12.3 million, as compared to the previously estimated net loss to
the City of $43.6 million under the prior agreement.

Compared to the estimated net loss to the City of $43.6 million under the originally proposed Host
City and Venue Agreement, as previously estimated by the Budget and Legislative Analyst, as
shown in Table B below, the estimated net gain of $12.3 million under the Northern Waterfront.
Alternative version of the Agreement is due to removal of Pier 50 from the Port properties that
would be transferred to the Event Authority and is due to a smaller infrastructure improvement
cost requirement of the Event Authority from $150 million to $55 million, meaning that the City
would capture more incremental Property Taxes, rather than having fo use a larger amount of the
incremental Property Taxes to reimburse the Event Authority for its initial infrastructure
improvement costs. '

In addition, unlike the prior agreement, under which the Event Authority was to pay no rent to the
Port, under the proposed Northern Waterfront Alternative Agreement, the Port would receive
“commercially reasonable” rent payments from the Event Authority, although the value of these
rent payments to the Port would be at least partially offset by rent credits to provide
reimbursement to the Event Authority for the Event Authority’s infrastructure improvement costs.

As shown in Table B below, the estimated increased tax and lease revenues to the City for

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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transferring long term development rights for Pier 30-32 and Seawall Lot 330 for 66 to 75 years to
the Event Authority is $68.9 million, as compared to the estimated $56.6 million in estimated taxes
and lease revenues that the City would forego to host the America’s Cup.

Therefore, in addition to the estimated net cost of $11.9 million to be incwred directly by the
City’s treasury, as shown in Table A above, the transfer of long term development rights of 66 to
75 years by the Port to the Event Authority, including the charging of rent to the Event Authority
by the Port, as provided for in the proposed Host City and Venue Agreement, Northern Waterfront
Alternative, would result in an estimated net gain to the City of $12.3 million, as shown in Table B
below ($68.9 million less $56.6 million), assuming development by the Event Authority as
described below in the Long Term Development section of this report.

It should be noted that this estimated net gain to the City of $12.3 million, as shown in Table B
below, does not include the value of all Port properties for which long term development rights
could, under an option, be granted by the Port to the Event Authority. If the Event Authority
determines that it needs Piers 26 and 28 for America’s Cup Events and exercises its options to pay
for improvements to those piers, as allowed in the proposed Agreement, the comparative values of
the Port’s properties with and without Event Authority control would be changed.

A comparison of the value of the properties with and without the Event Authority exercising its
options of improving Piers 26 and 28, and thereby receiving long term development rights for
those piers, cannot be presented by the Budget and Legislative Analyst at this time because an
analysis of the potential rent payments to the Port, if Piers 26 and 28 are developed by the Event
Authority, have not been prepared by the Port.

Table B: Estimated Net Gain to the City and County of San Francisce by Transferring
Development Rights for 66 to 75 Years to the Event Authority
for Pier 30-32 and Seawall Lot 330 Only

Estimated Net
Estimated Cnerensod Tas
Increased Estimated Taxes and Lease and Lease
Tax and Revenues that the City
Revenues to the
Lease Would Forego to Host the .
. City less Foregone
Revenues to America’s Cup
the Ci Tax and Lease
ty Revenues to the
City)
Long Term $68.9 million $56.6 million $12.3 million
Development

$32 Million Commitment by America’s Cup Organizing Committee

Based on the commitment by the America’s Cup Organizing Comumnittee to raise $32 million in
private funds to defray the City’s costs for hosting the 34th America’s Cup, such commitment

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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should be formalized in the proposed Host City and Venue Agreement.

Final Leases between the Port and Event Authority

for Long Term Development Rights would be subject to approvai by the Board of

Supervisors

Although not specified in the proposed Agreement, any leases which the Port would enter into
with the Event Authority, covering all of the specific provisions and requirements of both parties,
would be subject to approval by the Board of Supervisors. However, the term sheets developed by
the Port, prior to the submission of the final leases to the Board of Supervisors, are not required to
be approved by the Board of Supervisors.

Policy Recommendations

The Budget and Legislative Analyst make the following policy recommendations for consideration
by the Board of Supervisors in order to reduce the City’s costs for hosting the 34" America’s Cup:

l.

6.

Amend the proposed Agreement to require that the America’s Cup Organizing Committee
pay the City and County of San Francisco $32 million, or final estimated City costs, as
determined after environmental review for Event projects is completed by December 31,
2012. The President of the Board of Supervisors has previously submitted a similar
amendment to the Budget and Finance Committee.

Amend the proposed Agreement to require that any term sheets and disposition and
development agreements, related to the leases between the Port and the Event Authority,
including the long term development rights to be transferred to the Event Authority under
the proposed 34" America’s Cup, be subject to approval by the Board of Supervisors.

Amend the proposed Agreement so that the City and County of San Francisco could require
that the Golden Gate Yacht Club, if successful in the 34" America’s Cup and thereby
empowered to select the venue for the 35™ America’s Cup, host the 35® America’s Cup in
San Francisco. .

Amend the proposed Agreement to require that the Event Authority pay the Port “fair
market rent” for all of the Port properties for which the Event Authority would receive 66 to
75 year long term development rights, instead of the Event Authority paying the Port rents
that are “commercially reasonable compared to other long-term leases entered into by the
Port within the previous ten years” and “the Port’s parameter rental rates for comparable
space”, as is currently stated in the proposed Agreement.

Consider creating a temporary assessment district in the imimediate vicinity of the
America’s Cup venues in order to receive additional revenues from those businesses that
will directly benefit from San Francisco hosting the America’s Cup.

Structure a joint powers agreement or similar mechanism to enable joint funding from
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surrounding jurisdictions, such as Oakland, Berkeley, Richmond and Sausalito, which
would receive significant economic benefits from having the 34™ America’s Cup held in the

~ Bay Area though such jurisdictions would not incur any costs, as Event costs are envisioned
to be paid under the proposed Host City and Venue Agreement, Northern Waterfront
Alternative. Similar regional financing was used in hosting the 32™ America’s Cup in
Valencia, Spain.

Recommendations

Based on the review of the Host City and Venue Agreement, Northern Waterfront Alternative,
the Budget and Legislative Analyst concludes that hosting the America’s Cup in San Francisco
is fiscally feasible. However, the Budget and Legislative Analyst emphasizes that such fiscal

~ feasibility is predicated on the City having to use General Fund and other City monies to pay
for the costs to be incurred directly by the City’s treasury in hosting the 34™ America’s Cup

Approval of the prbposed resolution is a policy matter for the Board of Supervisors.
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Chapter 29 of the City’s Administrative Code requires that certain pmJects be submitted to the
Board of Supervisors for approval of the project’s fiscal feasibility® prior to submitting the
project to the Planning Department for environmental review if (a) the project is subject to
environmental review under the California Environmental Quality Act (CEQA), (b) fotal project
costs are estimated to exceed $25,000,000, and (¢) construction costs are estimated to exceed
$1,000,000.

Chapter 29 specifies five areas for the Board of Supervisors to consider when reviewing the
fiscal feasibility of a project, including the (1) direct and indirect financial benefits to the City,
(2) construction cost, (3) available funding, (4) long term operating and maintenance costs, and
(5) debt load carried by the relevant City Department. Chapter 29 also limits the definition of
“fiscal feasibility” to mean only that the project merits further evaluation and environmental
review:

“A determination by the Board that the plan for implementing and undertaking the
project is fiscally feasible and responsible shall not include a determination as to whether
the Project Sponsor or other unit of the government of the City and County should
approve the project and it is the intent of the Board of Supervisors in requiring the
determination to decide only whether the proposed project merits further evaluation and
environmental review.”

Section 9.118 of the San Francisco Charter requires Board of Supervisors approval for entering
into any agreement which exceeds an estimated cost of $10,000,000 or a term of ten years.

The Mayor and the Port are now requesting the Board of Supervisors (a) approve a binding
Agreement between the City, the Amerzca s Cup Event Authority and the San Francisco
America’s Cup Organizing Committee’, which sets forth the requirements for the Clty if it is
selected as the venue for the 34™ Amenca s Cup, and (b) find that hosting the 34 America’s
Cup is fiscally feasible.

* Chapter 29 excludes various types of projects from the fiscal feasibility requirement, including (a) any utilities
improvement project by the Public Utilities Commission, {b) projects with more than 75 percent of funding from the
San Francisco Transportation Authority, and {(c) projects approved by the voters of San Francisco.

* This committee consists of 35 members including members of California’s Congressional delegation, the current
Governor and others. A working comunittee has been established.
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The Budget and Legislative Analyst previously reported on the proposed Host City and Venue
Agreement to host the 34™ America’s Cup in San Francisco, as originally submitted to the Board
of Supervisors. That proposed agreement was amended by the Board of Supervisors to
incorporate the Northern Waterfront Altemnative agreement, as forwarded by the Port
Commission November 30, 2010, and other amendments introduced at the Budget and Finance
Committee meeting on December 8, 2010. This report addresses some of the key fiscal matters
also addressed in the Budget and Legislative Analyst’s previous reports related to hosting the
34" America’s Cup in San Francisco.

Key elements of the Host City and Venue Agreement Northern Waterfront Alternative are as
follows. The Agreement provides the Event Authority with the right to use the following Port
piers and facilities:

s Short-term venues (to be used for shorter or intermittent periods closer to the final match
in 2013): Piers 19, 23, 27 and 29, the Brannan Street Wharf, and the water area between
Piers 14 and 22% or between Pier 30 and 38.

o Long term venues (used for variable periods including the two years leading up to the.
final match and up to six months thereafter): Piers 26, 28, 30-32, and 80 and Seawall Lot
330.

Piers 27 and 29, which were not included in the original agreement, would likely serve as the
race viewing platform and media center, respectively, replacing the uses of Pier 30-32 and
Seawall Lot 330 for these purposes. Pier 30-32 and Seawall Lot 330 would still be used, but for
other purposes under the amended Agreement. '

Uses would include spectator viewing venues, a media center, team offices and storage,
hospitality venues, parking, team industrial bases, and a super-yacht center and mooring. A
temporary heliport, berthage of the USA 17, the yacht that won the 33" America’s Cup, and pre-
regatta activities, are anticipated for Pier 80 in the Agreement.

Event Authority Requirements and Obligations

In preparation for the America’s Cup events, the Agreement states that the City expects the
Event Authority to expend $55 million, or more, for infrastructure repairs and improvements,
identified in the Agreement as follows:

1. Pile replacements and strengthening on Pier 30-32, as required by applicable law and to
make them ready for the Event

2. Demolition of portions of Piers 27 and 29.

3. Other repairs and improvements that the Event Authority deems necessary.
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The Event Authority would be given the option to perform the following work, if it determines
that it needs these piers for Event purposes:

4. Dredging and pile removal in the water between Piers 14 and 22%, or, alternatively,
improvement work in the area adjacent to Pier 36, and dredging the water between Piers 30-
32 and 38, if agreed to by the City and the Event Authority

5. Pile replacements, substructure strengthening and deck repairs required by law, 1f the
Authority uses Pier 26 as one of their optional venues

6. Pile replacements, substructure strengthening and deck repairs required by law, if the
Authority uses Pier 28 as one of their optional venues

The estimated costs for work on Piers 26 and 28, according to the Agreement, is $15 million and
$10 million, respectively. The Agreement does not include a requirement that these amounts be
spent; it only states that they are the estimated costs. Estimated costs are not included for
dredging and pile removal between Piers 14 and 22% or between Piers 30-32 and 38, or for
improvement work in the area adjacent to Pier 36.

Under the terms of the Host City and Venue Agreement, Northern Waterfront Alternative, if the
actual costs of the improvements numbered 1-3 above turn out to be less than the $55 million,
the Event Authority would be obligated to still spend that amount on other, related
improvements or would receive lower rent credits in their long terms leases. If the Event
Authority’s actual infrastructure improvements costs for the items numbered 1-3 above turn out
to be more than $55 million, the Event Authority would have the options of either reducing the
scope of its infrastructure improvement work or, with the City’s concurrence, increase the rent
credit amounts in their long term leases. The same provisions apply to the optional infrastructure
improvement work for Piers 26 and 28, with the dollar amount set at $15 million and $10
million, respectively, for a total estimated cost of $25 million.

For the actual America’s Cup Events, the Event Authority would be responsible for security
(other than emergency and rescue services) within areas requiring special authorization, ticketing
or other non-public access.

The proposed Agreement states that the America’s Cup Organizing Committee, with the
assistance of the City and the Event Authority, will raise not less than $270 million in
sponsorship revenues on behalf of the Event Authority to cover Event costs. The Event
Authority will have the right to enter into sponsorship agreements with Event Sponsors. The
proposed Agreement does not specify whether such funds would be available for the required
infrastructure improvements or if it is to be used entirely for other purposes. To the extent the
-Committee fails to raise the full $270 million, the Event Authority is allowed to scale back the
Event and/or call upon a $32 million bond that the Committee is required to obtain to cover costs
incurred by the Event Authority if the Committee or City fails to meet all of its obligations.

After the America’s Cup final match and any optional post-match races, the City will grant the |
Event Authority, or its designee, a number of “Legacy Leases” for long term development rights
on two Port properties that will be used for America’s Cup events: Pier 30-32, for 66 years, and a
portion of Seawall Lot 330, for 75 years. The Event Authority would be responsible for all costs
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related to post-race development of these properties, including the costs of building inspections
and related permits, development review for any zoning permits, and environmental review. The
Event Authority would be obligated to pay “commercially reasonable” rent at, “the Port’s
parameter rental rants for comparable space”, according to wording in the proposed Agreement.
Rent credits would be given to reimburse the Event Authority for its infrastructure improvement
expenditures.

The Agreement also calls for creation of an infrastructure financing district and issuance of debt
to be secured by the City’s incremental property tax revenue generated by the developed
properties. In addition to being reimbursed through rent credits, the proceeds of this debt
issuance would be made available to also reimburse the Event Authority for its infrastructure
investment costs. Any City costs incurred for infrastructure work could also be reimbursed from
this source, though as the Agreement is presently structured, currently only construction of the
Brannan Street Wharf might qualify as City infrastructure work for the America’s Cup.

City Requirements and Obiigations

The City’s obligations outlined in the Agreement include staff time and costs related to venue
preparation and security and movement of participants and spectators during the various Event
races. The City would be obligated to deliver a number of Port properties to the Event Authority,
free of tenants, for varying periods of time between 2011 through six months after the final
match, or approximately March, 2014.

The City will provide the Authority with exclusive and rent-free possession and control of Piers
26, 28 and 30-32, Seawall Lot 330, and land, pier and water space at or around Pier 80 as “long
term” venues for the duration of the Event. Additionally the City is obligated to make the
following piers and facilities available as short term venues for intermittent periods of exclusive
use or non exclusive use: Piers 19, 23, 27, and 29, the Brannan Street Wharf, portions of on-
shore and on-water spectator areas, and the water area between Pier 14 and Pier 22} or,
alternatively, between Piers 30 and 38.

The City’s obligations regarding venue preparation and improvements are as follows.
Port Facilities delivery and/or preparation:

s By January 1, 2013: demolition of Pier 36 (by the Army Corps of Engineers).
»  Completion of the Brannan Street Wharf by no later than June 30, 2013.

Other City department services:

» City review and approval of development projects related to the repair and construction
of Event venues are to be provided at no cost to the Event Authority, including the costs
of all project reviews, inspections and permit issuances for Event Venue construction by
the Department of Building Inspection and the Planning Department, which includes the
costs of environmental review (the CEQA process) would be borne by the City.

a  Preparation and implementation of a “People Plan™ to facilitate movement of up to
200,000 people on any one day to and from the Event, including access to the on-water
and on-land spectator areas, sign posting, etc.
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Police and related services to ensure security and safety of persons and property in areas
not under the Event Authority’s control.

Closures and control of streets and access points to Event venues.

Consideration of removal of the common law public trust from Seawall Lot 330 either
through an exchange with another City owned property or by agreement with the State
Lands Commission or State legislative action.

Collaboration with the Event Authority to develop a security plan to address safety and
security for competitors, officials, sponsors, property, media, and the public.

Berthage on the City’s waterfront for special purpose America’s Cup ships.

Best Efforts Requirements:

The Host City and Venue Agreement obligates the City to make best efforts in collaboration
with the America’s Cup Organizing Committee to either obtain approvals for, or to
implement, the following:

Exclusive water and air space within the course areas on race days and for training

Use of certain radio frequencies

Coordination with the Convention & Visitor’s Bureaun to secure and enter into option
agreements for between 800 to 5,000 rooms at convention discounted rates in 4 or 5 star
hotels for specified periods before and after all races. The rooms would be allocated
among competitors, Event sponsors, and others by the Event Authority

Authorization for intermational high definition broadcast of events

Preparation of a waste management plan for the venues

Meteorological support

Facilitation of customs and immigration procedures for competitors, officials, media etc.
Tax treatments no less favorable than that created for the 32* America’s Cup in Spain
Protection from ambush marketing

Protection from noise and debris generating activities near Event venues

Access to outdoor advertising sites for use by the Event Authority

Coordination of relocation services for syndicate and Event personnel relocating to San
Francisco

Coordination of registration and licensing for Event vessels with the Coast Guard
Development of a Bay Area volunteer program to help the Event

Secure adequate facilities for Pre regattas including Pier 80

Approval for use of onshere spectator areas

Advertising:
The Agreement requires the City to develop an Advertising Plan in consultation with the

Authority to promote the Event using advertising space in San Francisco. The Agreement
does not clearly specify whether the Event Authority will pay for use of this advertising
space, whether it is to be made available free of charge, or how much space is to be made
available. Office of Economic and Workforce Development representatives report that only
advertising space reserved for unpaid public service announcements would be used for this
purpose so there would be no effect on City revenues from this provision.

Costs and Benefits to the City
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New costs or revenue losses that the City will incur related to preparing for and hosting the
America’s Cup are itemized in Table 1, below.

Table 1: Estimated New City Costs due to Hosting the 34"

America’s Cup
Port costs and lost revenue

Pier 27 Cruise Terminal Shortfall $6,500,000
Litigation and Settlement, Tenant Evictions 1.500.000
Additional Staffing 290,072
Loss of rent from Port properties used for Event 7,862,195
Total Port Costs & Lost Rent if Piers 26 & 28 used $16,152,267
Other City Departments

San Francisco Municipal Transportation Agency 6,430,228

Environmental Review (Planning) 3.115.000

Department of Building Inspection (permits,

inspections) 1,723,984

Police 4,000,600

Subtotal: Qther City Costs 515,269,212
Grand Total $31,421,479

Sources: City departments

The $6.5 million in costs shown in Table 1 for Pier 27 Cruise Terminal Shortfall relates to the
provision in the proposed Agreement that allows the City to work on construction of a new
cruise terminal on Pier 27 from 2011 through January 1, 2013. The Event Authority would have
the right to make Event-related improvements on Pier 27 starting in September 2012 and through
December 31, 2012, then use Pier 27 exclusively through October 1, 2013 for race viewing and
team hospitality berths, then return it to the City. The improvements made by the Event
Authority on Pier 27 would also benefit the Port in preparing the pier for construction of its
planned cruise ship terminal.

The Budget and Legislative Analyst estimates that the tax benefits to the City resulting from
hosting the 34™ America’s Cup in San Francisco, after incorporating some adjustments
recommended by the Controller’s Office of Economic Analysis (OEA), would be $19,461,633,
including (a) $10,855,633 in hotel tax, (b) $4,332,960 in payroll tax, (c) $2,783,930 in sales tax,
and (d) $1,489,110 in parking tax, adjusting the $1,703,000 imputed from the Beacon Report for
the Budget and Legislative Analyst’s assumed level of Event-generated economic impact.
Combined with the estimated costs in Table 1, above, estimated net costs would be $11,959,846.

L.ong Term Development

In exchange for the Event Authority providing for the infrastructure improvements described
above, estimated by the Port to cost $55 million and reported as necessary to host the 34™
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America’s Cup at the venues identified in the Agreement, the following requirements are
proposed for the City:

1.

The City would be obligated to enter in to leases with the Event Authority for 66 years
for Pier 30-32 and 75 years for Seawall Lot 330. If the Event Authority has performed the
optional infrastructure improvements described in the Event Authority Requirements and
Obligations section above, the City would be required to enter in to 66 year leases with
the Event Authority for Piers 26 and 28.

Terms and conditions for these long term leases are to be comparable to other long-term
leases that the Port has entered in to, referred to in the proposed Agreement as
“commercially reasonable compared to other long-term leases entered into by the Port
within the previous ten years” and “the Port’s parameter rental rates for comparable
space”. However, rent credits would be provided to reimburse the Event Authority for
their up to $80 million in costs for infrastructure improvements (355 million required and
$25 million in optional improvement costs = $80 million).

The City and Event Authority must jointly explore permanent removal of all the
Tidelands Trust restrictions on Seawall Lot 330. Currently, the Tideland Trust
restrictions, which requires development on Port property to either increase visitors to the
property or provide a maritime function, have been temporarily removed through 2094
(through California Senate Bill 815). In exchange for permanently removing the
restrictions on Seawall Lot 330, State law requires that the City place another property of
equal or greater value under Tidelands Trust restrictions.

The City must create an infrastructure financing district (IFD) comprised of the long-term
development properties. The district would issue bonds secured by incremental property
tax generated by the developed properties, the proceeds of which would be provided to
the Event Authority and/or the City for reimbursement for their costs for infrastructure
improvements required by the Agreement. This reimbursement plan would cover the $55
million required expenditure and the optional $25 million Event Authority expenditures
for Piers 26 and 28, if they are improved by the Event Authority. The amount of bonds

 issued would be limited to the Port’s bonding capacity on the properties and may not be |

sufficient to cover all infrastructure improvement costs. However, rent credits on the
Event Authority’s long term leases, as allowed for in the proposed Agreement, would
likely make up any difference in the reimbursement amount that could not be covered by
incremental property taxes. '

The obligations described above do not impose any direct costs on the City and County of San
Francisco. However, the Port of San Francisco typically undergoes a competitive Request for
Proposal process to award development rights of Port property to a developer. Such development
rights transactions typically result in: (a) the Port leasing the underlying Port property to the
developer in exchange for a minimum annual rent amount plus a percentage rent based on
revenues from the property (e.g., percentage of retail sales); and, (b) the City receiving increased
payroll, property, sales, and/or hotel tax revenue as the result of such development.
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I3

Although the obligations described above do not impose any direct costs on the City, such
obligations could result in lost tax and lease revenue opportunities for the City which would have
otherwise been received if the Event Authority was not provided with long term development
rights, or if the Agreement were structured differently. Such opportunity costs can be calculated
as: (a) the increased estimated tax and lease revenue to be received by the City and County as a
result of leasing Port property to the Event Authority and allowing the Event Authority to
develop such Port property; less, (b) the increased estimated tax and lease revenue which could
have been received by the Port and the City if such Port property was not leased to the Event
Authority.

Increased Tax and Lease Revenue Resuiting From Development by the Event Authority

According to a study produced for the Port by the consulting firm Bay Area Economics (the
BAE Report), the most profitable developments to the Event Authority on the two Port
properties for which long-term development rights would definitely be transferred under the
proposed Agreement’ are: (a) a 250 unit condominium project on Sewall Lot 330; and (b)
leasing out Pier 30 - 32 as developed and used for the America’s Cup Events to other businesses
such as restaurants and retail operations for ten years, then developing a mixed use complex
consisting of an office, retail uses and a cruise ship terminal,

Seawall Lot 330

Seawall Lot 330 is a 2.8 acre lot across the Embarcadero from Pier 30-32, of which 0.5 acres
were previously sold for the Watermark condominium project, which resulted in the construction
of a 137 unit condominium development, for a density of 274 units per acre, such that 2.3 acres
remain. Unlike Pier 30-32 which requires some infrastructure improvements prior to
development, Seawall Lot 330 is on land and is ready for development without any significant
investment.

The BAE Report estimates that a second condominium project constructed over the remaining
2.3 acres consisting of 250 units (109 units per acre) would be most economically beneficial to
the Event Authority, with the benefit value estimated at $33,050,413%. However, the Budget
and Legislative Analyst notes that the actual econormc benefit could be higher because the
density of condominiums which the BAE report’ assumed for Seawall Lot 330 (at 109 units per
acre) is less than what could potentially be developed on the parcel under its current zoning
designation. The BAE reports that the condominium development would be half the density of
the Watermark building even though the parcel to be transferred to the Event Authority is
approximately 4.5 times larger than that of the Watermark condominium development.

* Transferring long term development rights for Piers 26 and 28 are options under the proposed Agreement, subject
to determination by the Event Authority after the Agreement is executed that # will make and pay for infrastructure
improvements to those piers needed for their use in America’s Cup Events.

® The $33,050,413 in estimated value is a net present value calculation as provided by BAE. All references to value
in this section are net present value figures.

7 Appendix B of the BAE report states that density for Seawall Lot 330 is currently not limited, and the assumed
density was provided by the Office of Economic and Workforce Development. Port staff report that density on the
property is limited, but not to the extent assumed in the BAE report.

SanN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
3-15



BUDGET AND FINANCE COMMITTEE MEETING : DECEMBER 13,2010

Such a development would require permanent removal of the Tidelands Trust restrictions on
Seawall Lot 330,% as required by the Host City and Venue Agreement. According to the BAE
Report, removing Tidelands Trust restrictions’ from any Port property requires placing another
property of at least equal value under the restrictions.

Assuming the Event Authority causes development of a 250 unit condominium building on
Seawall Lot 330, additional property tax revenue would be generated for the City. However,
under the Host City and Venue Agreement, the City is obligated to use at least a portion of such
increased property tax revenue for 30 years to support a Tax Increment Bond issuance, a portion
of which would be provided to the Event Authority for reimbursement of their infrastructure
improvement costs. The portion of the increased property tax revenues that would not be used to
pay debt service on the Tax Increment Bonds issued to provide funds to reimburse the Event
Authority for their infrastructure improvement costs would accrue to the City. The Port estimates
the net present value of such property taxes accruing to the City would be $3 1,989,607.

Pier 30-32

Pier 30-32 is 900 feet long and measures approximately 12.5 acres. The pier is currently used for
surface parking. According to the Port, Pier 30-32 requires approximately $47 million in
structural repairs in order to accommodate construction.

BAE estimates that the highest and best use of Pier 30-32, once it has been improved by the
Event Authority as required in the Host City and Venue Agreement would be to re-lease the
facilities the Event Authority intends to build on the piers for the America’s Cup after the Event
is over. BAE estimates that such facilities would include 160,000 square feet of retail, food and
beverage, and exhibit space. The value to the Event Authority of renting out such Event facilities
over the 66 year lease is estimated by BAE at $44,715817. As stated above, the Event
Authority would be required to pay base or percentage rent fo the Port, but this would be at least
partially offset by rent credits to reimburse the Event Authority for costs incurred for
infrastructure improvements prior to the Event, therefore the leasing out of such facilities would
not generate market rate additional lease revenue to the Port. Furthermore, the Port does not
anticipate that any incremental property or Possessory Interest Taxes would be generated by re-
leasing out the America’s Cup event facilities to tenants because such leases would likely be

¥ The Tideland Trust restrictions require all Port property developments to be of maritime use or bring increase
visitors to Port property, therefore office or residential uses are not allowed. California Senate Bill 815 temporarily
removed the Tidelands Trust restrictions on Seawall Lot 330 through 2094, however in order to build and sell
condominiums, the Tidelands Trust restriction would bave to be fully and permanently removed because
condominiums cannot be sold on leased land.

? According to Port staff, another property on which Tideland Trust restrictions would be imposed has not yet been
identified. Placing such new restrictions may reduce the value of such other property, depending on the existing
restrictions on such property. Therefore, any such potential reduction in value is not known. However, such a
value is not necessary to calculate the opportunity cost to the City. As discussed below, for the development which
is anticipated to occur without the Event Authority, the Budget and Legislative Analyst assumes that the Port could
develop the same 250 unit condominium building as the Event Authority would develop, requiring the same
removal of Tidelands Trust restrictions, such that any value reduction would occur on both sides of the equation
used to calculate opportunity costs, and, therefore, would not impact our analysis.
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short term leases, which generate negligible amounts of Possessory Interest Tax, according to
Port representatives.

The Agreement requires that the Event Authority construct development within 10 years after
the completion of the America’s Cup. The BAE report estimates the most profitable
development (other than simply re-leasing America’s Cup event facilities) to be the construction
of a mixed use project, including (a) 375,000 square feet of office space, (b) 195,000 square feet
of retail/entertainment space, and (¢) a 100,000 square foot cruise ship terminal. According to
the BAE report, although office space does not conform to Tidelands Trust restrictions, such a
use is currently permitted if the cruise ship terminal is included in the mixed use project.

The Port estimates that (a) leasing out the America’s Cup event facilities for 10 years, then (b)
developing the mixed use project described above, would generate new retail and payroll taxes
(from the jobs occupying the office building) over the life of the 66 year lease valued at
$30,245,694. Such tax revenues would not be used to pay off the Tax Increment Bond issuance
because only Property and Possessory Interest Taxes can be used for that purpose.

The Port estimates residual rent payments, after rent credits, of $6,724,431 from the Event
Authority for development on Pier 30-32 and Seawall Lot 330.

Tax and Lease Revenue Without the Event Authority

1f the Port was not required to enter into long term development leases with the Event Authority
and the America’s Cup did not occur using the properties as planned, the Port could pursue the
most financially beneficial development options on the subject properties, as identified in the
BAE report: (a) cause the development of a 250 unit condominium development by leasing or
selling the land to a developer for that purpose, and (b) continue leasing Pier 30-32 for its current
uses through the current estimated life of that pier. Any foregone land sale and/or lease revenue
resulting from this scenario represents an opportunity cost to the City.

Seawall Lot 330

Because Seawall Lot 330 does not require any infrastructure investment for development, the
Port, in the absence of the America’s Cup, could identify through competitive bidding a different
developer to construct the same 250 unit condominium building the Event Authority could
develop. In such a scenario, the economic benefit of $33,050,413 would accrue to the Port. The
Budget and Legislative Analyst notes that such a foregone value would likely be higher because,
as discussed above, the density of condominiums which the BAE report assumed for Seawall Lot
330 (at 109 units per acre) is less than what is allowed for the parcel, according to its zoning
designation. The net present value of increased property taxes to the City under the assumed
development scenario is $17,891,805 for the lease term, according to the Port.

Pier 30-32

BAE estimates that the net present value of continued lease payments under the current uses of
Pier 30-32 is $5,662,387. The continued use of such facilities under their current uses is not

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
317



~ BUDGET AND FINANCE COMMITTEE MEETING - _ . . DECEMBER 13,2010

anticipated to create any increase in taxes payable to the City. Notably, the BAE estimates only
anticipate that, due to significant infrastructure improvements needed for Pier 30-32, continued
use of Pier 30-32 could only continue for 10 years before the useful life of the pier is exhausted.
After the 10 year life is expired, according to Port staff, the Port would have to either (a) include
removal of the piers in a development project at a separate pier which would require increasing
the size of such other pier;'® (b) identify a developer to renovate the pier; or, (¢) remove the pier
(with the costs of such removal possibly eligible for State or federal grants) M

Summary: Long-term Development Rights

As shown in Table 2 below, the net cost to the City of providing long term development rights to
the Event Authority is estimated at $12,355,127.

¥ According to Port staff, development which requires increasing the mmnber of pilings (pier supports) in the San
Francisco Bay often require an offsetting decrease of the same number of pilings {as is the case in the
Exploratorium Project). Therefore, removal of Pier 30-32 at the end of its useful life can add expansion value to
developments on other Piers. ‘

1 Should such Federal or State Grant monies not be available, the Pier 30-32 removal costs are estimated to reduce
the value of the lease revenues to the Pier by approximately $700,000 (calculated as the present value of
demolishing Pier 30-32 in 20 years, or 10 vears afler the useful life expires). Future demolition costs are not
included in this analysis as they would not necessarily be a Port cost {(they could be covered as part of a separate
development deal, by grants, efc.).
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Table 2: Opportunity Cost of Development

If Developed By The Event Authority .
Seawall Lot 330: Condominium Building Immediately After Event

Increased Property Taxes (net of tax increment directed to Event Authority) $31,989,607
Pier 30-32: Lease Event Facilities for 10 years, then Construct Mixed Use

Project
Payroli and Retail Taxes 30,245,694
Residual Rent to Port 6,724,431
' 568,959,732
If Developed Without the Event Authority
Seawall Lot 330: Condominium Building Immediately After Event
Land Sale Revenue to Port ‘ $33,050,413
Increased Property Taxes to City ‘ ‘ 17,891,805
Subtotal : : S $50,942.218
Pier 30-32: Continued Use as Parking Lot until End of Pier’s Useful Life (10
Years)
Lease Payments to Port 5,662,387
Total Benefits to City $56,604,605
Net Benefit (Net Opportunity Cosf) : $12,355,127

The benefits above do not include the investment in Port property to be made by the Event .
Authority. Such investments are estimated to be valued at minimum at $55 million' in
infrastructure investment for Pier 30-32 and Seawall Lot 330, the two Port properties included in
the analysis presented in Table 2. These amounts are not counted as fiscal benefits by the Budget
and Legislative Analyst because, while increasing the value of Port assets, the Event Authority
would be reimbursed for these expenses from a combination of rent credits from the Port and
repayment from incremental property taxes generated by the properties.

The most significant variable in this long term development impact analysis is what development

actually occurs on the sites. As discussed above, the Bay Area Economic report suggests that the

Event Authority would construct no improvements on Pier 30-32 for 10 years, then construct a

mixed use project including a hotel and cruise ship terminal. To the extent such assumptions are

incorrect and other potential development scenarios result, the actual benefits to the City could
. vary significantly.

A comparison of the value of the properties with and without the Event Authority, assuming that
optional Piers 26 and 28 are included in the long term development rights transfer, cannot be
presented at this time because an analysis of the potential rent payments to the Port if the piers
are developed by the Event Authority have not been prepared.

2 The Host City and Venue Agreement estimates the total value of improvements to be provided by the Event
Authority at $150 million. However, some of those improvements are strictly related to the race (specifically the
breakwaters), such that only the improvements to Pier 30-32 at $47 million and Pier 50 at $58 million are
considered to be related to the long term development rights.
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As discussed in the Mandate Statement Section above, Chapter 29 of the City’s Administrative
Code requires that certain projects be submitted to the Board of Supervisors for approval of the
project’s fiscal feasibility prior to submitting the project to the Planning Department for
environmental review if: (a) the project is subject to environmental review under the California
Environmental Quality Act (CEQA); and, (b) total project costs are estimated to exceed
$25,000,000; and, (c) construction costs are estimated to exceed $1,000,000. '

Chapter 29 specifies five areas for the Board of Supervisors to consider when reviewing the
fiscal feasibility of a project, including: (1) direct and indirect financial benefits to the City; (2)
construction costs; (3) available funding; (4) long term operating and maintenance costs; and (5)
debt load carried by the relevant City Department. Chapter 29 also limits the definition of
“fiscal feasibility” to mean only that the project merits further evaluation and environmental
review.

1) Direct and Indirect Benefits to the City

Hosting the 34™ America’s Cup in San Francisco would provide: (a) direct benefits to the City
through increased tax revenues; and, (b) indirect benefits including economic stumulus for the
businesses of San Francisco. '

The Budget and Legislative Analyst reviewed and analyzed the economic impact study produced
by Beacon Economics for the Bay Area Council Economic Institute in 2010, entitled, “The
America’s Cup: Economic Impacts of a Match on San Francisco Bay” (the Beacon Report). This
report is, to our knowledge, the only comprehensive analysis of the economic impact of the
Event published and publically available at this time.

The Budget and Legislative Analyst performed an independent analysis of the Beacon Report
analysis and applied the results to the terms of the Host City and Venue Agreement (which was
not available at the time the Beacon Report was published). Our analysis found the Beacon
Report to present reasonable estimates for the direct and indirect benefits of hosting the 34
America’s Cup based on a set of assumptions regarding the number of race-days, number of
spectators and visitors per day, number of participating syndicates and other factors. Significant
changes in any of these variables, such as a major reduction in the number of syndicates
participating, would affect the estimated benefits of hosting the Event.

Direct Benefiis

As discussed above, the Budget and Legislative Analyst estimates that the direct benefits to the
City and County of San Francisco treasury resulting from hosting the 34™ America’s Cup in San
Francisco, after incorporating some adjustments recommended by the Controller’s Office of
Economic Analysis (OEA), would be $19,461,633, comprised of: (a) $10,855,633 in hotel tax,
(b) $4,332,960 in payroll tax, (¢} $2,783,930 in sales tax, and (d) $1,489,110 in parking tax.
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Indirect Benefits

The Budget and Legislative Analyst’s independent analysis of the Beacon Report estimates that
the America’s Cup would generate between an estimated $950 million and $1.6 billion in
economic impact to businesses located in San Francisco. For the purposes of this report, the
most probable economic impact estimated by the Budget and Legislative Analyst is
$1,200,044,775. The Beacon Report estimated total economic impact to the businesses located in
San Francisco at $1.3 billion.

Based on the estimated economic impact of $1.3 billion, the Beacon Report also estimates that
hosting the America’s Cup would generate 8,840 “jobs” or labor-years. Adjusting such an
estimate proportionally to adjust for the lower economic impact of $1.2 billion estimated by the
Budget and Legislative Analyst, the America’s Cup would generate 8,160 labor vears (8,840 =
$1.3 billion x $1.2 billion).

It is important to note that all labor-years, or “jobs” predicted in the Beacon Report would not be
new permanent full time jobs, and therefore would not result in the hiring of 8,160 workers.
Rather, one labor-year, or “job”, under the Beacon Report, is equal to one year’s worth of work
which would be performed by: (a) already employed workers in the normal course of performing
their jobs; (b) already employed workers performing their jobs more productively (e.g., a
restaurant server serving more customers per hour); (¢) already employed workers working extra
hours for overtime pay; and, (d) workers hired in full- or part-time temporary and permanent
new jobs to meet the increase in demand. Such additional work-years would likely be mostly
required in the period immediately preceding and during the America’s Cup. It is uniikely that
any significant labor benefits would remain after the America’s Cup event is completed.

2) Construction Costs to the City

There would be no new construction costs to the City from hosting the 34® America’s Cup. All
such costs are proposed for the Event Authority under the terms of the proposed Agreement.

3) Available Funding

As discussed above, the total cost of hosting the 34™ America’s Cup is estimated at
approximately $31.4 million including: (a) $16.1 million in Port costs and lost revenue; and, (b)
$15.3 million in other City department costs. With expected revenues of $19.5 million, Citywide
net costs would be $11.9 million. As Port resources to cover these costs are limited, options
include: a transfer from the General Fund, or, debt issuance such as Certificates of Participation.
General Fund transfers are allowed under Charter Section B7.320, subject to Board of
Supervisors approval. To the extent funds are privately raised by the America’s Cup Organizing
Committee, those funds are another potential source of funding,.

Without a plan to transfer General Fund revenues to the Port or issue debt such as COPs to cover

Port costs, the projects in the Host City and Venue Agreement would not be fiscally feasible for
the Port.
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4) Ongoing Maintenance and Operating Costs

Hosting the 34 America’s Cup would not result in the construction of any City facilities that
require maintenance or operating costs. The Budget and Legislative Analyst notes that the cruise
ship terminal, which is anticipated by the Port to be developed on Pier 27 as part of the
development rights to be granted to the Event Authority, would require maintenance costs.
However, according to the Port, such costs are anticipated to be incurred by an independent
cruise ship terminal operating firm rather than the Port or any other City agency.

5) Debt Load

New debt could be added to the City’s debt load as a result of hosting the 34™ America’s Cup in
San Francisco in two ways. First, debt could be issued through Certificates of Participation to
cover the Port’s uncovered costs. The Port reports that it is qualified to issue up to $25 million in
Certificates of Participation, more than the amount needed to cover new Port costs associated
with hosting the 34™ America’s Cup. Debt would also be issued, under the terms of the proposed
Agreement, through an infrastructure financing district (IFD) to reimburse the Event Authority
and the City for infrastructure improvement costs incurred in preparing Port properties for
America’s Cup Events. The Port estimates that its bonding capacity for the subject properties is
$26 million. Such debt issuance would be supported by incremental property fax revenue
generated by the subject properties after they are developed.

Conclusion

Hosting the 34™ America’s Cup would produce the following fiscal impacts: (1) $19.5 million in
increased tax revenues to the City and $31.4 million in new costs, resulting in a net cost for the
City of $11.9 million; (2) no new construction costs to be paxd for by the City; (3) funding
available 1o support the City’s net costs for hosting the 34" America’s Cup has not been
identified but options include: a) use of the General Fund monies, including a transfer to the
Port to cover the Port’s net costs; b) issuing debt such as Certificates of Participation; and ¢) use
of funds privately raised by the America’s Cup Organizing Committee; (4) no new ongoing
maintenance costs for the Port or other departments have been identified; and, (5) a possible
increase in debt load through: a) the potential use of Certificates of Participation, the proceeds
of which could cover a portion of the Port’s costs; and, b) debt issued through creation of an
infrastructure financing district to reimburse the Event Authority and the City for costs incurred
for infrastructure improvement districts.

Without a plan to cover most of the Port’s costs through debt issuance and/or transfer of General
Fund monies to the Port, the projects in the Host City and Venue Agreement Northern
Waterfront Aliernative would not be fiscally feasible for the Port. Assuming such a plan is
established, the project is fiscally feasible.
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Other options to reduce the fiscal impact of the proposed Host City and Venue Agreement and
report recommendations are presented in the Executive Summary.
: /
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ftem 14 Department:
File 10-1259 Port of San Francisco
Note:

This report is based on the proposed subject Host City and Venue Agreement. The Budget and
Legislative Analyst previously reported on a non-binding Term Sheet which was the general
foundation for the Host City and Venue Agreement. The differences between the estimates
included in these two reports are due to: (a) refinement of some prior calculations; (b) new
information provided by various City departments; and/or, (c) differences in the specific provisions
of the non-binding Term Sheet compared to the proposed binding Host Ci ty and Venue Agreement.

The Port Commission adopted a resolution on November 30, 2010 proposing use of alternative
Port piers and properties for the 34" America’s Cup, generally centered around Piers 27-29 rather |
than the central waterfront plan around Pier 30-32 and Pier 50 as contained in the Host City and ‘
Venue Agreement. The Port Commission has forwarded a new Northern Waterfront Host
Agreement and a related resolution for consideration by the Board of Supervisors. This new
agreement could potentially be used in lieu of the Host City and Venue Agreement, which will be
considered by the Budget and Finance Committee at the Committee meeting of December 8, 2010.

The following report prepared by the Budget and Legislative Analyst focuses on the Host City and
Venue Agreement, as previously submitted to the Board of Supervisors. However, a discussion of
the alternative venue proposal i s also presented below. '

Legislative Objective
e Resolution (a) approving the execution of the 34"™ America’s Cup Host City and Venue
Agreement between the City, the Event Authority, and the America’s Cup Organizing

Committee, and (b) finding that hosting the 34M America’s Cup in San Francisco is fiscally
feasible under Chapter 29 of the City’s Administrative Code.

Key Points

e On February 14, 2010, at the 33" America’s Cup held in Valencia, Spain, BMW Oracle, a
sailing syndicate (or team) based out of the Golden Gate Yacht Club in San Francisco,
defeated the defending syndicate to become the winner of the 33" America’s Cup. Under the
rules governing the America’s Cup, the winner of the America’s Cup is entitled to select the
race format, date, and location of the next race. BMW Oracle and the Golden Gate Yacht Club
have formed an Event Authority, a private entity that will organize the America’s Cup events,
and announced the general parameters for the format and date of the next race. However, as of
the writing of this report, a location has not yet been selected by the Event Authority.

o In efforts to bring the 34™ America’s Cup to San Francisco, the Office of Economic and
Workforce Development and the Golden Gate Yacht Club negotiated a non-binding Term
Sheet which described the general terms under which San Francisco would host the 34
America’s Cup. The non-binding Term Sheet was previously approved by the Board of
Supervisors on October 5, 2010 (File 10-1254). Using the general provisions included in the
non-binding Term Sheet, the City, the America’s Cup Organizing Committee and the Event
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Authority have negotiated the proposed binding Host City and Venue Agreement.

The proposed resolution (File 10-1259) would: (a) authorize approval of a binding Host City
and Venue Agreement, which sets forth the requirements for the City if San Francisco is
selected as the venue for the 34™ America’s Cup; and, (b) would make a finding that the Board
of Supervisors has determined that hosting the 34™ America’s Cup in San Francisco is fiscally
feasible. '

Hosting the 34" America’s Cup is estimated by the Budget and Legislative Analyst to (a)
create economic benefits, for businesses located in San Francisco, totaling $1.2 billion, and (b)
support approximately 8,840 “jobs” or labor years (the amount of work produced by one
person over one year). The 8,840 labor years would be provided through a combination of (a)
already employed workers performing their regular jobs; (b) increased productivity of already
employed workers; (c) extra hours and overtime by already employed workers; and, (d)
workers for temporary and permanent new jobs. Therefore, most of those jobs would not be
permanent full-time jobs and would not result in the hiring of 8,840 employees. It is unlikely
that any labor benefits would remain in the years after the America’s Cup is completed.

Hosting the 34™ America’s Cup under the terms and conditions in the Host City and Venue
Agreement is estimated by the Budget and Legislative Analyst to have a direct fiscal benefit to
the City and County of San Francisco of $19.5 million in additional tax revenues, including
Hotel, Sales and Parking Taxes. However, the City would have to incur estimated costs of
$77.3 million, thereby resulting in an estimated net loss directly to the City’s treasury of $57.8
million, as shown in Table A below.

Table A: Estimated Net Loss to Be Incurred Directly By the City and County of San
Francisco Associated with Hosting the 34" America’s Cup

Estimated Net Loss to
Benefits Costs the City (Costs Less
Benefits)
The America’s Cup Events $19.5 million | $77.3 -million ($57.8 million)

In addition to the estimated net loss of $57.8 million to be incurred directly by the City’s
treasury, the proposed Host City and Venue Agreement would grant the Event Authority with
fong term development rights of 66 to 75 years to certain Port properties, without the Port
charging any rent to the Event Authority. While the Host City and Venue Agreement does not
spell out a specific development plan for such Port properties, the Port has prepared an analysis
of likely development by the Event Authority on the properties consisting of: (a) a 250 unit
condominium building on Seawall Lot 330; (b) a mixed use project including office space and
a cruise ship terminal at Pier 30-32; and, (c) a 200 room hotel on Pier 50. The Port estimates
that such projects will increase Property, Sales, Hotel, and Payroll taxes payable to the City by
$66.1 miltion.

However, by providing such long term development rights to the Event Authority at no charge,

the Port is foregoing the opportunity to lease or sell Seawall Lot 330 to other developers,
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through a competitive process, for fair market value. Further, the Port is foregoing continued
lease revenues for needed expenditures related to Pler 30-32 and Pier 50 until such piers reach
the end of their useful life (10 years for Pier 30-32 and 45 years for Pier 50). Such foregone
fease revenues to the Port and related forgone increased taxes, also referred to as opportunity
cost, is estimated at $109.7 million.

e Therefore, in addition to the estimated net loss of $57.8 million to be incurred directly by the
City’s treasury, as shown in Table A above, the long term development rights of 66 to 75 years
being granted by the Port to the Event Authority, without charging any rent to the Event
Authority, as included in the Host City and Venue Agreement, would result in an additional
estimated net loss to the City of $43.6 million, as shown in Table B below ($109.7 million less
$66.1 million, assuming development by the Event Authority as described above).

Table B: Estimated Net Costs to the City and County of San Francisco By Granting
Development Rights for 66 to 75 Vears fo the Event Authority Without Charging Any Rent to

the Event Authority
Increased
Tax Estimated Net
Foregone Increased Taxes .
Revenues to Looss to the City
the City and Lease Revenue that the (Foregone
. City Would Forego to Host &
with Event the America’s Cu revenues less
Authority P Increased Taxes)
: Control
Subscquent Long Term | ¢66 1 mijtion $109.7 million ($43.6 million)
Development

« Although not specified in or required under the Host City and Venue Agreement, the Office of
Economic and Workforce Development anticipates raising $32.0 million in private
contributions to help offset the City’s costs. To the extent that such funds become available,
the estimated net loss to the City of $57.8 million (see Table A above) would be reduced.
However, there is no guarantee, whatsoever, that any of the anticipated $32 million in private
contributions will be realized by the City.

. As noted in Table B above, the Budget and Legislative Analyst estimated that the proposed
long term development rights would result in a net opportunity cost to the City of $43.6
million. This estimated loss to the City does not include the value of infrastructure
improvements to Port property to be constructed by the Event Authority which are estimated to
cost $150,000,000. The Budget and Legislative Analyst did not include such improvements to
Port property as a fiscal benefit to the City because such improvements to the Port’s assets
would not provide any financial benefit to the Port. Rather, the benefits of such improvements
to the Port property would accrue exclusively to the Event Authority through the long term
development rights that would be transferred by the Port at no cost to the Event Authority.

e The Budget and Legislative Analyst notes that if another developer were selected, through a
competitive process, for the same development as assumed for the Event Authority for the
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subject properties, that developer would only need to invest $105.5 million in infrastructure
improvements for development of the subject properties, not the $150 million to be invested by
the Event Authority. The remaining costs of $44.5 million would be expended by the Event
Authority exclusively for America’s Cup purposes and is not related to long term development
of the Port, The Budget and Legislative Analyst further notes that the subject Port properties do
not have to be improved and developed as a package, meaning that alternative uses and
alternative financial scenarios would be possible if long-term development rights for the
properties were not granted to the Event Authority at no charge by the Port. '

Approval of the proposed resolution would find that the Board of Supervisors has determined
that hosting the America’s Cup in San Francisco is fiscally feasible in accordance with the five
fiscal feasibility criteria established in Chapter 29 of the City’s Administrative Code. Hosting
the 34" America’s Cup would produce the following fiscal impacts: (1) an estimated $19.5
million (see Table A above) in additional tax revenues to the City and an estimated $77.3
million (see Table A above) in additional costs, resulting in an estimated net loss of $57.8
million to be directly incurred by the City’s treasury; (2) estimated construction costs at the
Port of $47.2 million out of the estimated $77.3 million (see Table A above) in additional
costs; (3) funding available to support the Port’s costs has not been specifically identified other
than a possible new Certificate of Participation debt issuance of $31.2 million and possible
transfers from the City’s General Fund to cover Port costs; (4) no new ongoing maintenance
costs for the Port or other departments have been identified; and, (5) a possible increase of
$31.2 million in new debt through the issuance of Certificates of Participation to cover a
portion of the Port’s costs, although a final decision has not been made about whether such a
financing mechanism will be used or not.

Alternatives

A resolution adopted by the Port Commission on November 30, 2010 proposes alternate sites
for the 34" America’s Cup including other piers and Port properties primarily on the northern
waterfront along with some of the same piers proposed in the Host City and Venue Agreement,
as submitted to the Board of Supervisors. The Host City and Venue Agreement, as previously
submitted to the Board of Supervisors, includes a clause that allows for, with mutual agreement
between the City and the Event Authority, amendments to the agreement, such as changing
some Event locations. According to Port staff, the Port’s Northern Waterfront alternative
would reduce overall costs to the City by an estimated $46.2 million primarily by using piers
and related Port facilities that would require fewer improvements, and by requiring the Event
Authority to cover all dredging costs, which is a City obligation under the Host City and Venue
Agreement.

The Northern Waterfront Alternative reduces the Event Authority’s required contributions by
an estimated $95 million from $150 million in the Host City and Venue Agreement to $55
million. The Event Authority would pay for all dredging costs under the Northern Waterfront
Alternative. Long term development rights would still be transferred to the Event Authority
under the alternative plan, but only for two of the three properties included in the Host City and
Venue Agreement: Seawall Lot 330 and Pier 30-32. Further, unlike the Host City and Venue
Agreement, the Event Authority would be required to make lease payments to the Port for the
properties, but this requirement would be offset by rent credits to cover the costs of
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improvements paid for by the Event Authority.

While the Northern Waterfront Alternative represents an improvement by reducing the fiscal
impact of hosting the 34" America’s Cup in San Francisco, the Northern Waterfront
Alternative would still result in a net loss to the City in both direct costs to be incurred by the
City’s freasury and opportunity costs related to the Port’s transfer of 66 to 75 year long term
development rights to the Event Authority.

While all of the City’s costs under the Northern Waterfront Alternative plan are not available
at this time, the Budget and Legislative Analyst estimates that the net loss to be directly
incurred by the City’s treasury would range from $11.6 million if the Event Authority agrees to
pay for the dredging costs, to $47.6 million if the Event Authority does not agree to pay for the
dredging costs. Additionally, the net loss related to the transfer of the 66 to 75 year long term
development rights cannot be determined without additional details on the lease payments to
be made by the Event Authority to the Port. However, in any event, the granting by the Port of
such long-term development rights to the Event Authority would still represent a net loss to the
City because the incremental Property Taxes on the subject properties would accrue to the
Event Authority rather than to the City. If the properties were developed by another developer,
selected through a competitive process, independent of the Host City and Venue Agreement,
then the City would realize the incremental Property Taxes.

Although the Budget and Legislative Analyst has been provided by the Port with a report on
the Northern Waterfront Alternative, that report does not contain all of the City’s finalized
costs. Therefore, as of the writing of this report, a detailed independent review of the Northern
Waterfront Alternative has not been made by the Budget and Legislative Analyst.

The Budget and Legislative Analyst suggests the following options for conmdera‘imn by the
Board of Supervisors in order to reduce the City’s costs for hosting the 34" America’s Cup:

I.Am end the proposed agreement to require that the Golden Gate Yacht Club, if successful in
the 34" America’s Cup and thereby empowered to select the venue for the 35% America’s
Cup, host the 35™ America’s Cup in San Francisco. This requirement could be tied to long-
term development rights of Port properties. The Host City and Venue Agreemcnt currently
gives the Event Authority the option of using San Francisco again for the 35 America’s
Cup if it is successful in the 34™ America’s Cup. Impiementatlon of this option would make
returning the America’s Cup to San Francisco a requirement.

2. Amend the proposed agreement to require that the Event Authority pay the Port a fair
market rent for the Port properties subject to being granted 66 to 75 year long term
development rights, with possible consideration of granting a rent credit to the Event
Authority for some or all of the infrastructure costs paid for by the Event Authority

3. Consider creating a temporary assessment district in the immediate vicinity of the
America’s Cup venues in order to receive additional revenues from those businesses that
will directly benefit from San Francisco hosting the America’s Cup.
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4. Structure a joint powers agreement or similar mechanism to enable joint funding from
surrounding jurisdictions, such as Oakland, Berkeley and Sausalito, which would receive
significant economic benefits from having the 34™ America’s Cup held in the Bay Area.
Such jurisdictions would not incur any costs. Similar regional financing was used in hosting
the 32™ America’s Cup in Valencia, Spain.

Recommendations

Because hosting the 34" America’s Cup would result in a net loss directly to the City’s
treasury of an estimated $57.8 million (see Table A above) and would also result in an
additional loss to the City of an estimated $43.6 million (see Table B above), resulting from
granting 66 to 75 year long term development rights to the Event Authority, without charging
any rent to the Event Authority, approval of the proposed resolution is a policy matter for the
Board of Supervisors.

Based on the review of the Host City and Venue Agreement, the Budget and Legislative
Analyst believes that hosting the America’s Cup in San Francisco is fiscally feasible. However,
the Budget and Legislative Analyst emphasizes that such fiscal feasibility is predicated on.the
City having to use General Fund and other City monies to pay for the costs to be incurred

directly by the City’s treasury in hosting the 34™ America’s Cup.

San FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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o G SR T

Chapter 29 of the City’s Administrative Code requires that certain projects be submitted to the
Board of Supervisors for approval of the project’s fiscal feasibility! prior to submitting the
project o the Planning Department for environmental review if (a) the project is subject to
environmental review under the California Environmental Quality Act (CEQA), (b) total project
costs are estimated to exceed $25,000,000, and (c) construction costs are estimated to exceed
$1,000,000. '

Chapter 29 specifies five areas for the Board of Supervisors to consider when reviewing the
fiscal feasibility of a project, including the (1) direct and-indirect financial benefits to the City,
(2) construction cost, (3) available funding, (4) long term operating and maintenance costs, and
(5) debt load carried by the relevant City Department. Chapter 29 also limits the definition of
“fiscal feasibility” to mean only that the project merits further evaluation and environmental
review:

“A determination by the Board that the plan for implementing and undertaking the
project is fiscally feasible and responsible shall not include a determination as to whether
the Project Sponsor or other unit of the government of the City and County should
approve the project and it is the intent of the Board of Supervisors in requiring the
determination to decide only whether the proposed project merits further evaluation and
environmental review.”

Section 9.118 of the San Francisco Charter requires Board of Supervisors approval for entering
into any agreement which exceeds an estimated cost of $10,000,000 or a term of ten years.

AACRGROUND T

In 1851, a six person syndica‘ce:2 from the New York Yacht Club brought the yacht “America” to
the Isle of Wight in the United Kingdom to race in the Royal Yacht Squadron’s annual regatta.
“America” won the race, bringing home to New York the trophy which would later become
known as the Ametica’s Cup. In-1857, the surviving members of that six-person syndicate
donated the trophy to the New York Yacht Club under a Deed of Gift, a document which
required that the trophy be held in trust as the prize for a perpetual competition between nations.

For more than a century and over 25 separate challenges, the New York Yacht Club successfully
defended the America’s Cup until an Australian syndicate won the America’s Cup in 1983. The
America’s Cup match was most recently held in 2010 in Valencia, Spain, where the defender
Alinghi (a Swiss syndicate) was defeated by BMW Oracle (a syndicate based in San Francisco at
the Golden Gate Yacht Club).

! Chapter 29 excludes various types of projects from the fiscal feasibility requirement, including (a) any utilities
improvement project by the Public Utilities Commission, (b) projects with more than 75 percent of funding from the
San Francisco Transportation Authority, and (¢) projects approved by the voters of San Franeisco.

? Syndicate is the term used for a racing team for America’s Cup.

SAN FRANCISCO BOARD OF SUPERVISORS ) BUDGET AND LEGISLATIVE ANALYST
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Racing Format

As opposed to other major sporting events such as the Olympics or the World Cup, the
America’s Cup has no ongoing oversight body. As such, the terms for the America’s Cup match
(such as type of yacht or the date and Jocation of the race) are generally defined by the defending
syndicate, and have evolved significantly since 1851. '

For the majority of the America’s Cup history, matches were held between a single challenging
vacht and a single defending yacht. However, since 1970, it has become common 1o have a
series of races to determine the challenger (referred to as the Challenger Series), and, in rarer
cases, a series of races to determine the defender (the Defender Series). With the final
America’s Cup match being between . the winner of the Challenger Series and the Defender
Series. For the purposes of this report the term “America’s Cup Regattas” refers to all races
including (a) any Challenger Series races, (b) any Defender Series races, and (¢) the final
America’s Cup match.

Table 1 below shows that out of the eight most recent America’s Cup Regattas, only three
included a Defender Series and six included a Challenger Series.

Table 1: Recent Format of America's Cup Regattas
Defenders Challenger Series Total
Year Location Number of | Defender | Number of | Challenger S yn:i)icaat es
Syndicates | Series Held? Syndicates | Series Held?
1987 | Fremantle, Ausfralia 8 Yes 13 Yes 21
1988 | San Diego, USA 1 No 1 No 2
1992 | San Diego, USA 5 Yes 7 Yes 12
1995 | San Diego, USA 3 Yes 7 Yes 10
2000 | Auckland, New Zealand 1 No 11 Yes 12
2003 | Auckland, New Zealand i No 9 Yes 10
2007 | Valencia, Spain 1 No 11 Yes 12
2010 | Valencia, Spain 1 No 1 No 2

Source: "The America's Cup: Economic Impacts of a Match on San Francisco Bay", Bay Area Council
Economic Institute and Beacon Economics, July 2010.

As shown in Table 1 above, in 1988 and 2010, the America’s Cup Regattas did not feature a
Defender Series or a Challenger Series, such that only two syndicates participated in the final
match under a best of three races format. These particular America’s Cup Regattas were ordered
by a judge as the result of legal baitles between the Defender and a Challenger caused by the two
entities being unable to agree upon racing terms, and are not indicative of typical America’s Cup
Regattas. For the purposes of this report, the 1988 and 2010 America’s Cup Regattas are
disregarded as anomalous events.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Format For The Proposed 34™ America’s Cup

On February 14, 2010, in the 33rd America’s Cup, the BMW Oracle syndicate from the San
Francisco-based Golden Gate Yacht Club defeated defending syndicate Alinghi off the coast of
Valencia, Spain. Shortly ihereafter, Club Nautico di Roma, a yacht club based in Haly,
submitted the first qualified challenge to the Golden Gate Yacht Club, becoming the challenger
of record®. Subsequently, the Golden Gate Yacht Club and Club Nautico di Roma began
negotiating the terms of the 34th America’s Cup.

On September 9, 2010, the Golden Gate Yacht Club and Club Nautico di Roma jointly issued the
“Protocol Governing the 34th America’s Cup.” The Protocol provides for the following:

1. A series of an estimated 13 exhibition races (referred to as AC World Cup Regattas) to be
held between 2011 and 2013 between competing syndicates prior to a Challenger or
Defender series.

2. A Challenger Series to determine the challenger syndicate to race against the defender in

" the America’s Cup final match.

3. The possibility of a Defender Series to determine the defending syndicate to race against
the winner of the Challenger Series in the final match.

4. A final America’s Cup match.

5. A new type of catamaran yacht featuring a rigid sail*, with two hulls connected by cross
beams, as opposed to the sraditional single-hulled yacht with a cloth sail.

The Protocol does not specify a venue for the America’s Cup regattas which could be held in any
combination of venues under the terms of the Protocol. Specifically, the Protocol allows (a) for
each regatta to take place in a different venue, and (b) for each individual race in the America’s
Cup final match to be held in a different venue. The Protocol requires the final day of the
Challenger Series to be between 5 and 10 days prior to the first day of the America’s Cup final
match.

Hosting the 34™ America’s Cup in San Francisco

The Golden Gate Yacht Club and the Office of Economic and Workforce Development
negotiated a non-binding Term Sheet outlining respective roles and responsibilities for the 34"
America’s Cup if it were to be located in San Francisco. The Term Sheet was approved by the
Board of Supervisors on October 5, 2010, (File 10-1254) and served largely as the basis for the
now proposed binding Host City and Venue Agreement.

* The challenger of record is not necessatily a yacht club which will actually form a syndicate and submit a yacht to
challenge the America’s Cup defender, rather, the role of the challenger of record is to negotiate with the current
Defender to determine the terms of the America’s Cup events.

4 The rigid sail can be functionally thought of as a vertical airplane wing complete with flaps and other movable
panels.
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According to a number of press rf:p(:nfts5 and representations by City staff and America’s Culg
Organizing Committee representatives, there arc two other cities competing to host the 34°
America’s Cup, (1) Valencia, Spain (the host of the 32 and 33™ America’s Cup Regattas), and
(2) an undisclosed location in Ttaly. The Budget and Legislative Analyst was unable to obtain
any official documentation specifying the terms under which either competing location might
host the event from any City agencies. Therefore, the Budget and Legislative Analyst was unable
to compare the terms of such proposals to those included in the approved Term Sheet. According
to Las Provincias®, a Spanish newspaper, Valencia has been rejected by the Event Authority” as
a possible site.

The Mayor and the Port are now requesting the Board of Supervisors (a) approve a binding Host
City and Venue Agreement between the City, the America’s Cup Event Authority and the San
Francisco America’s Cup Organizing Committee®, which sets forth the requirements for the
City if it is selected as the venue for the 34" America’s Cup, and (b) find that hosting the 34

America’s Cup is fiscally feasible.

HOST CITY AND VENUE AGREEMENT

The proposed Host City and Venue Agreement provides the terms and requirements for the City
1o host the 34™ America’s Cup in San Francisco.

Event Description

Unlike other major sporting events, predicting and planning the exact number of event days for
the America’s Cup is not possible this far ‘n advance. However, the Host City and Venue
Agreement does specify a minimum of 43 racing days to be held in San Francisco, obligates the
Event Authority to give the City advance notice of any material changes to the Event Plan;
subjects these changes t0 the City’s ability to meet its obligations under the Agreement and
disallows elimination of any stage of the Event held in San Francisco or reduction of the
minimum number of days for each stage of the Event in San Francisco without the City’s written
consent.

As the Host City and Venue Agreement indicates, in addition to the final competition, or match,
to be held in 2013, the America’s Cup is anticipated to also include a number of pre-match

5 «Bid for America’s Cup Hits Rough Waters” Worth, Katie: San Francisco Examiner, September 24, 2010. Article
retrieved ontine at www.sfexaminer.com.

6 «Rita Regrets That Oracle Has Missed The Commiiment For 34 in Valencia America’s Cup”, Las Provincias,
November 12, 2010. Article retrieved online at www.lasprovincias.es. Contents transiated by Google translation.

7 The Golden Gate Yacht Club and Club Nautico di Roma appointed an Event Authority to organize and manage the
America’s Cup. The Event Authority is responsible for the professional organization, management and financing of
the America’s Cup including any exhibition matches, the challenger series, a defender series if required, and the
final America’s Cup match.

8 This committee consists of 35 members including members of California’s Congressional delegation, the current
Governor and others. A working committee has been established.
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racing events, though some of them could be held in other cities and some could not be held at
all. However, if the City of San Francisco is selected to host the 34" America’s Cup, the Host
City and Venue Agreement and recent America’s Cup history indicate that the Event Authority
will be responsible for the management and production of a minimum of 43 event days in San
Francisco comprised of pre regattas, a challenger series and the final match, as follows:

» A minimum of approximately 9 days each for pre-regattas consisting of either (a) one
America’s Cup World Series Pre-regatta in 2011 and one in 2012, or (b) two America’s
Cup World Series pre-regattas in 2012. Dates for pre-regattas are not specified in the
Host City and Venue Agreement.

a A minimum of 20 days racing in an America’s Cup Challenger Series to determine which
syndicate will race against the current holder of the America’s Cup in the final match,
starting July 13, 2013 and concluding September 1, 2013.

= An optional America’s Cup Defender Series in which races are held prior fo the final
match to determine who will compete against the selected challenger in the final match.
The Golden Gate Yacht Club has not yet ‘ndicated whether it intends to hold this optional
event and dates are not specified for a Defender Series in the Host City and Venue
Agreement.

» A minimum of five racing days for the final match, starting September 7, 2013 and
concluding September 22, 2013. (The Host City and Venue Agreement includes an Event
Plan which indicates nine race days).

u  Possible post-match events, occurring within six months of completion of the final
match. :

Event Authority Requirements and Obligations

In preparation for the America’s Cup events, the Host City and Venue Agreement obligates the
Event Authority to expend $150 million for infrastructure repairs and improvements, as follows:

1. Pile replacements and strengthening on Pier 30-32 and Pier 50, including bringing them into
compliance with seismic requirements.

2. Repairs and replacements of other Event facilities that the Event Authority deems necessary.

3. Construction of breakwaters.

Under the terms of the Host City and Venue Agreement, if the actual costs of these
improvements turn out 10 be less than $150 million, the Event Authority would be obligated to
still spend that amount on other related improvements.

The Host City and Venue Agreement calls for tax increment or like debt instruments to be issued
by the City to provide funding to pay the Event Authority for their costs incurred in making
these repairs, to the extent incremental property tax revenues generated by the Port properties are
sufficient for this purpose.

gaN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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For the actual America’s Cup events, the Event Authority would be responsible for security
(other than emergency and rescue services) within areas requiring special authorization, ticketing
or other non-public access.

The Host City and Venue Agreement states that the America’s Cup Organizing Committee, with
the assistance of the City and Event Authority, will raise not less than $270 million in
sponsorship revenues on behalf of the Event Authority to cover Event cOsts. The Event
Authority will have the right to enter into sponsorship agreements with Bvent Sponsors. The
agreement does not specify whether or not such funds would be available for the required
infrastructure improvements if it is to be used entirely for other purposes. To the extent the
Committee fails to raise the full $270 million, the Event Authority is allowed to scale back the
Event and/or call upon a $32 million bond that the Committee is required to obtain to cover costs
incurred by the Event Authority if the Committee or City fails to meet all of its obligations.

After the America’s Cup final match and any optional post-match races, the City will grant the
Event Authority a number of “Legacy Leases” for long term development rights on three Port
properties that will be used for the America’s Cup events: Pier 30-32 and Pier 50 for 66 years
each and Seawall Lot 330 for 75 years. The Event Authority will be responsible for all costs
related to development of these properties, including the costs of building inspections and related
permits, development review for any zohing permits, and environmental review. The Event
Authority would not be obligated to pay any base rent, option considerations or percentage rent
to the Port for use of these facilities.

City Requirements and Obligations

The City’s obligations outlined in the Agreement include staff time and costs related to venue
preparation and security and movement of participants and spectators during the various Event
races. The City would be obligated to deliver a number of Port properties to the Event Authority
free of tenants for rent-free use.

The City will provide the Authority with exclusive possession and control of Piers 28, 30-32, 48,
50 and Seawall Lot 330 as “long term” venues for the duration of the Bvent. Additionally the
City is obligated to make available as short term venues for intermittent periods of exclusive use
or non exclusive use other facilities including: the Brannan Street Wharf, Seawall Lot 337 (or a
portion of Terry A Francois Boulevard or other Mission Bay space near Seawall Lot 337), Pier
38 or the water area between Pier 14 and Pier 221/2, Pier 40 and/or Pier 54, Pier 80.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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The City’s obligations regarding venue preparation and improvements are as follows.

Port Facilities delivery and/or preparation:

By January 1, 2013: demolition of Pier 36 (by the Army Corps of Engineers); removal of
Pier 36 substructure, pilings and footings; and, dredging between Pier 30-32 and 38 (or
between Piers 14 and 22 and one-half).

Removal of Sheds A, B, C and D on Pier 50 no later than six months following CEQA
certification.

Completion of the Brannan Street Wharf by no later than June 30, 2013.

Delivery of Pier 28, Pier 38 and Seawall Lots 330 and 337 by December 31,2012,
Delivery of Pier 30-32, 48 and 50 by December 31, 2011.

Delivery of Pier 80 by September 30, 2011. ‘
Temporary or permanent pedestrian crossing improvements across the Embarcadero
roadway near Pier 30-32 including the possibility ofa bridge over the Embarcadero.

Other City department SEIVICES:

City review and approval of development projects related to the repair and construction
of Event venues are to be provided at no cost fo the Event Authority, including the costs
of all project reviews, inspections and permit issuances for Event Venue construction by
the Department of Building Inspection and the Planning Department, which includes the
costs of environmental review (the CEQA process) would be borne by the City.
Preparation and implementation of a “people Plan” to facilitate movement of up to
200,000 people on any one day to and from the Event.

Police and related services to ensure security and safety of persons and property in areas
not under the Event Authority’s control.

Closures and control of streets and access points to Event venues.

Removal of the common law public trust from Seawall Lot 330 either through an
exchange with another City owned property or by agreement with the State Lands
Commission or State legislative action.

Collaboration with the Event Authority to develop a security plan to address safety and
security for competitors, officials, sponsors, property, media, and the public.

Berthage on the City’s waterfront for special purpose America’s Cup ships.

Best Efforts Requirements:

The Host City and Venue Agreement obligates the City to make best efforts in collaboration
with the America’s Cup Organizing Committee to obtain approvals for or to implement the
following:

Exclusive water and air space within the course areas on race days and for training

Use of certain radio frequencies

Coordination with the Convention & Visitor’s Bureau to secure and enter into option
agreements for between 800 to 5,000 rooms at convention discounted rates in 4 or 5 star
hotels for specified periods before and after all races. The rooms would be allocated
among competitors, Event sponsors, and others by the Event Authority

Authorization for international high definition broadcast of events

Preparation of a waste management plan for the venues

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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« Meteorological support

»  Facilitation of customs and immigration procedures for competitors, officials, media etc.

»  Tax treatments no less favorable than that created for the 32nd America’s Cup in Spain

« Protection from ambush marketing '

« Protection from noise and debris generating activities near Event venues

»  Access to outdoor advertising sites for use by the Event Authority

« Coordination of refocation services for syndicate and Bvent personnel relocating to San
Francisco

»  Coordination of registration and licensing for Event vessels with the Coast Guard

» Development of a Bay Area volunteer program to help the Event

»  Secure adequate facilities for Pre regattas including Pier 80

= Approval for use of onshore spectator areas

Advertising:
The Agreement tequires the City to develop an Advertising Plan in consultation with the
Authority to promote the Event using advertising space in San Francisco. The Agreement
does not clearly specify whether the Event Authority will pay for use of this advertising
space, whether it is to be made available free of charge, or how much space is to be made
available. Office of Economic and Workforce Development representatives report that only
advertising space reserved for unpaid public service announcements would be used for this

purpose so there would be no effect on City revenues from this provision.

84N FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Costs to the City

New costs that the City will incur related to preparing for and hosting the America’s Cup are
itemized in Table 2 below.

Table 2: Estimated New City Costs Due to Hosting the 34th America's Cup

Port
Relocation of Pier 50 Maintenance Facility $14,503,550
Demolition of Pler 50 Sheds A-D 8,645,650
Architectural & Engineering Services 1,450,355
Space Planning Consultant 125,000
Pier 36 Pile Removal 3,821,000
Dredging to 5 meters between Piers 30-32 & 38 or 14 and 22 1/2 16,000,000
Tenant Relocation Costs 275,000
Unamortized Tenant Improvements 500,000
Litigation and Settlement, Tenant Evictions 1,500,000
Staffing 606,372
Subtotal Direct Costs $4'7,426,927
Short Term Rent Reduction (2.5 years) 13,609,710
Tost Revenue Generating Activities at Pier 80 699,329
L ost Berthage fees for two special purpose America’s Cup ships Unknown
Subtotal Lost Rent and Revenue $14,609,039
Subtotal All Port Costs $62,035,966

Other City Departments
SFMTA 6,430,228
Environmental Review {Planning) 3,115,000
Department of Building Inspection 1,723,984
Police 4,000,000
Subtotal: Other City Costs %15,269,212

Grand Total $77,305,178

Optional: Cost of Issuance and Underwriter if 831.2 million in Certificates $813,175

of Participation (COPs) are issued to cover 325 million in Port costs

| Grand Total with optional costs if COPS are issued $78,118,353
Port Costs

The Agreement commits the Port to: (a) the preparation of Pier 50 which will require the
demolition of four sheds and relocation of the Port’s maintenance facility at an estimated cost of
$24,599,555 ($14,503,550 for the relocation of the maintenance facility, plus $8,645,650 in shed
removal cost, and $1,450,355 for architectural and engineering services); (b) removal of Pier 36
piles at an estimated cost of $3,821,000; (c) dredging as necessary 10 accommodate the Event at
an estimated cost of $16 million; and, (d) construction of the Brannan Street Wharf at an
estimated cost of $22 million. The costs for the Brannan Street Wharf are not included in our
cost estimates because the project s currently funded. The Port reports it would need four new
positions to manage the process of preparing the long and short term venues, at a cost of
$606,372 for a Property Manager, Regulatory Permitting Expert, Building Inspector, and
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Structural Engineer. The Port also anticipates using the services of a space planning consultant
for these improvements, at an estimated cost of $125,000. .

The Port would be required to relocate a number of its tenants under the terms of the proposed
Agreement. The Port’s estimated costs related to this include: (a) $275,000 in tenant relocation
costs for a tenant on Pier 50; (b) a $500,000 reimbursement to a tenant for improvements
constructed by the tenant which have not been fully amortized; and, (c) $1,500,000 to cover
potential litigation costs due to tenant evictions.

The Host City and Venue Agreement calls for improved pedestrian crossing(s) over the
Embarcadero at Pier 30-32 including the possible construction of a pedestrian bridge. Cost
estimates for this project have not been prepared by the Port or other City departments because
the Agreement does not include specific obligations for the City but, rather, only requires
unspecified improvements to current pedestrian crossings. '

The Port is required to provide free berthage on the City’s waterfront for up to two special
purpose America’s Cup ships. The Budget and Legislative Analyst assumes that these ships will
displace other ships which would have otherwise paid berthage fees to the Port, and therefore
attempted to include this as a cost in Table 2, above. The Port informed the Budget and
Legislative Analyst that it is unable to estimate the value of this berthage without knowing the
size of the ships and where they will be berthed. -

The Port estimates it will forgo $13,909,710 in rent over the 30-month period begimning in
January 2011 and ending six months after the final Event since the venue properties will have to
be cleared of tenants for the required improvements in advance of the Events and must be
delivered to the Event Authority free of tenants. This lost rent amount is net of an offset of
$850,000 that represents the Port’s estimate of increased revenue from retail and parking activity
the Port expects the America’s Cup will generate. The Port is also estimated to forgo $699,329
from lost revenue generating activities at Pier 80.

The Port reports that it does not have the needed funds for the improvements required in the Host
City and Venue Agreement. One method of covering these costs that the Port has suggested is to
issue debt through Certificates of Participation (COPs). To obtain $25 million in COPs proceeds,
the maximum amount the Port estimates it would qualify for using this debt instrument, the Port
reports that a total COPs issuance of $31.2 million would be required to cover all financing costs
and reserve requirements. The $813,175 cost of issuance and underwriter’s discount is shown in
‘Table 2 above as a potential optional cost in addition to the Grand Total amount since it
represents a new one-time cost that would be incurred as a result of hosting the 34" America’s
Cup in San Francisco. The City would have to choose other funding mechanisms to cover the
balance of the Port’s and other City department costs, such as using the General Fund for this
purpose. ‘ :

The Port’s foregone lease revenues are estimated to reduce the bonding capacity of the Port by
$43.0 million in future revenue bonds.

Other City Department Costs
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SF Municipal Transportation Agency Costs

The America’s Cup Term Sheet calls for the City to coordinate with regional transportation
- authorities to prepare a “People Plan” to facilitate the movement of up to 200,000 visitors on any
one day to and from event sites. The San Francisco Municipal Transportation Agency (SFMTA)
has estimated gross costs at $8,292,801 and net costs of $6,430,228, after accounting for
estimated fare revenue of $1,862,663, as shown in Table 3 below. This estimate assumes 58
days of America’s Cup activities.

Table 3: MTA’s Estimated Costs
Related to Hosting 34" America’s Cup

Hem Cost Justification

Personnel
Operators and Staff $1,262,409 23 Transit Operators pet day
Vehicle Maintenance 1,895,314 - 8 person maintenance crew
Transit Service (MRO/Inspectors) 2,463,872
Parking Control Officers 1,394,140 ,
Fuel and Lubricants 115,156 38,385 gallons @ $3.00 a gallon
Vehicle Parts 1,112,000 Pre-maintenance and mechanical system of all vehicles
Other Materials and Supplies 50,000 Signage and Brochures

Total $8,292,891

Less Fare Revenues Paid By Assumes 27%° of non-Parking Control Officer cost is

o 1,862,663 .
Visitors recovered in fares
Total Costs $6,430,228

Source: SEMTA

Planning Department: Environmental Review ( CEQA Process)

The Agreement requires that the City assume responsibility for the costs of all environmental
review for development of the proposed Event venues, as required under- the California
Environmental Quality Act (CEQA). The Planning Department has estimated these costs at -
$3,115,000 as presented in Table 4 below, assuming the production of an Environmental Impact
Report for work on Piers 30-32 and 50. The costs of existing Planning Department staff that
would work on this assignment are included in the cost estimate because their costs would
pormally be recovered through fees paid by the project applicant. In this case, all project
applicant fees would be waived pursuant to the Host City and Venue Agreement.

The environmental review process is part of the Planning Department’s development review
process. Development for use of the proposed venues may require discretionary permits such as

% Fehr and Peers, a San Francisco-based transportation consulting firm, reports that Muni’s average fare box
recovery is 979%.? For the purposes of this report, the Budget and Legislative Analyst has assumed that the cost for
Parking Control Officers is not related fo Muni revenue generation (or transportation) and has therefore deducted
this cost from the total before estimating 27% in fare revenues.
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variances or conditional use permits which, according to the Host City and Venue Agreement,
will be processed by Planning Department staff with all normal Department fees waived and at
no cost to the Event Authority. However, Planning Department staff report that such permits are
not likely for these properties and, if required, the costs for processing them would be no more
than $50,000. These potential costs are not included in our cost estimates due to their reportedly
low probability of being incurred.

‘Table 4: Planning Department’s Estimated Costs
Related to Hosting 34" America’s Cup

Environmenta

I Review Environmenial Environmental Sub-
Task Staff* Consultant** Consultant®** TOTAL
Draft EIR $165,000 $400,000 $563,000
Pier 50 Background Studies $1,150,000 | 1,150,000
Pier 30-32 Background Studies 1,075,000 1,075,000
Comments and Responses {(Final EIR) 125,000 200,000 325,000
TOTAL $290,000 $600,000 $2,225,000 | $3,115.0080

Source: Planning Department

*Based on high estimates for 4 recent EIRs completed in the last year. $290,000 is eqtiivaient to 1.9 FTEs of a Planner

IV salary with fringe benefits.

**Based on estimated costs for similar project EiRs by consultant,
*¥*Based on "high" estimates for similar studies conducted by the Port.

Department of Building Inspection (DBI)

According to the Agreement, the City is required to fund the costs of fees, including plan checks,
permits, variances and inspections. The Department of Building Inspection has estimated the
cost of inspection and plan review at $1,723,984. These costs are itemized in Table 5 below.
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Table 5: Department of Building Inspection’s Estimated Costs
Related to Hosting 34™ America’s Cup
Tenant New
Improvements Constraction Total
Technology Surcharges $16,007 $16,007 $32.014
Records Retention 320 320 640
Plan Review 552,763 493,194 1,045,957
Fire Plan Check Fee 58,472 58,472 116,944
Planning Dept. Plan Check 30,283 33,490 63,773
Building Standards
Administration Special
Revolving Fund 4,000 4,000 8.000
Planning Dept. Board of
Appeals Surcharge 25 25 50
DBI Board of Appeals
Surcharge 25 25 50
Fire Inspection 3,300 3,300 6,600
House Number 210 210
Building Permit Inspection
Fee 237.040 211,376 448,416
Total $903,550 $820,434 $1,723,984

Source: Department of Building Inspection. Individual columns total to $1,330 less than total shown

Police Department (SFPD)

The City would be required to provide police services outside of the Event Authority-controlled
venues under the Host City and Venue Agreement. The Budget and Legislative Analyst
reviewed police overtime costs for various large sporting events in San Francisco. SFPD
overtime costs for the World Series were reportedly $300,000 for the two home games and
Police Department services at the parade. SFPD has provided the Office of Economic and
Workforce Development with an estimated cost for SFPD services for the America’s Cup of
$4,000,000. While the Budget and Legislative Analyst was not provided with a basis for this
estimate, it appears reasonable given the additional security costs for the 2010 World Series,
detailed above.

Staff Liaison to Regulatory Agencies and Third Parties

The City will be required to coordinate with the Committee to obtain numerous approvals from
State and federal agencies and to acquire or develop a number of specific services needed for the
Event (detailed in the “Best Efforts” requirements section, above). The Mayor’s Office has
indicated that this work will require one full-time equivalent position (FTE). The Budget and
Legislative Analyst assumes that the scope and duties of this position will require a senior
manager, or equivalent, with a base salary of approximately $100,000 and an additional $30,000
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in benefits for a total cost of $130,000. Though this would be a cost to the City, it is not included
in our cost estimates as it does not represent a new cost to the City since the work required could
be performed by existing staff.

Other Excluded Staff Time Costs

Resides the costs of staff needed to coordinate with regulatory and other agencies, the City
would incur costs for staff time that cannot be determined at this time to cover tasks such as
construction project management at the Department of Public Works, transportation and security
planning by multiple agencies, and other Event planning activities. These and other tasks, to the
extent they are performed by existing staff, would not create net new costs to the City but

represent the use of staff time that could otherwise be used for other purposes.

Long Term Development

In exchange for the Event Authority providing for the infrastructure improvements described
above, estimated by the Port to cost $150,000,000 and reported as necessary to host the 34"
America’s Cup at the venues identified in the Host City and Venue Agreement, the following
requirements are proposed for the City:

|. The City must lease Piers 30-32 and 50 (the same piers for which the Event Authority
would provide repaits), and Seawall Lot 330 to the Event Authority for terms of 66 years
(Piers 30-32 and 50} and 75 years (Seawall Lot 330).

2. The City must provide such Jeases to the Event Authority at no cost 1o the Event
Authority, and without any profit distributions from future development to the Port.

3. The City must subsequently and permanently remove all the Tidelands Trust restrictions
on Seawall Lot 330. Currently, the Tideland Trust restrictions, which requires
development on Port property to either increase visitors to the property or provide a
maritime function, have been temporarily removed through 2094 (through California
Senate Bill 815). In exchange for permanently removing the restrictions on Seawall Lot
330, State law requires that the City place another property of equal or greater value
under Tidelands Trust restrictions.

4. The City must pledge any incremental property or Possessory Interest Tax generated by
the future development on Seawall Lot 330 and Piers 30-32 and 50 to provide debt
service for a required Tax Increment Bond issuance, the proceeds of which would be
provided to the Event Authority to offset their costs for the infrastructure improvements
required in the Host City and Venue Agreement. To the extent that the Event Authority’s
actual infrastructure improvement costs are fess than the estimated cost of $150,000,000,
the Event Authority will either (2) provide additional infrastructure improvements for the
Port such that the total investment is $150,000,000, or (b) agree to reduce the amount of -
the Tax Increment Bond by the amount actual infrastructure costs are below
$150,000,000.
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The obligations described above do not impose any direct costs on the City and County of San
Francisco. However, the Port of San Francisco typically undergoes a competitive Request for
Proposal process to award development rights of Port property to a developer. . Such
development rights transactions typically result in: (a) the Port leasing the underlying Port
property to the developer in exchange for a minimum annual rent amount plus a percentage rent
based on revenues from the property (e.g., percentage of retail sales); and, (b) the City receiving

increased payroll, property, sales, and/or hotel tax revenue as the result of such development.

Although the obligations described above do not impose any direct costs on the City and County
of San Francisco, such obligations do result in lost tax and lease revenue opportunities for the
City which would have otherwise been received if the Event Authority was not provided with
long term development rights, or if the Host City and Venue Agreement were structured
differently. Such opportunity costs can be calculated as: (a) the increased estimated tax and
lease revenue to be received by the City and County as a result of leasing Port property to the .
Event Authority and allowing the Event Authority to develop such Port property; less, (b) the
increased estimated tax and lease revenue which could have been received by the Port and the
City if such Port property was not leased to the Event Authority.

Increased Tax and Lease Revenue Resulting From Development by the Event Authority

According to a study produced for the Port by the consulting firm Bay Area Economics (the
BAE Report), the most profitable developments to the Event Authority on the Port properties for
which long-term development rights would be transferred are: () a 230 unit condominium
project on Sewall Lot 330; and (b) leasing out Piers 30 - 32 and 50 as developed and used for the
America’s Cup Events to other businesses such as restaurants and retail operations.

Seawall Lot 330

Seawall Lot 330 is a 2.8 acre lot across the Embarcadero from Pier 30-32, of which 0.5 acres
were previousty sold for the Watermark condominium project, which resulted in the construction
of a 137 unit condominium development, for a density of 274 units per acre, such that 2.3 acres
remain. Unlike Piers 30-32 or 50 which require some infrastructure improvements prior to
development, Seawall Lot 330 is on land and is ready for development without any significant
investment.

The BAE Report estimates that a second condominium project constructed over the remaining
2.3 acres consisting of 250 units (109 units per acre) would be most economically beneficial to
the Event Authority, with the benefit value estimated at $33,050,413m. However, the Budget
and Legisiative Analyst notes that the actual economic benefit would likely be significantly
higher because the density of condominiums which the BAE report'! assumed for Seawall Lot
330 (at 109 units per acre) is significantly less than what could potentially be developed on the

parcel. The BAE reports that the condominium development would be half the density of the

10 The $33,050,413 in estimated value is a net present value calculation as provided by BAE. Allreferences to
value in this section are net present vatue figures.

Il Appendix B of the BAE report states that density for Seawall Lot 330 is currently not limited, and the assumed
density was provided by the Office of Economic and Workforce Development.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
1421



" BUDGET AND FINANCE COMMITTER MEETING IYECEMBER 8, 2010

Watermark building even though the parcel to be transferred to the Event Authority is
approximately 4.5 times larger than that of the Watermark condominium development. Further,
the City’s Zoning Code Downtown Residential (DTR) zoning designation for the property sets
no limit on residential density.

Such a development would require permanent removal of the Tidelands Trust restrictions on
Seawall Lot 330,' as required by the Host City and Venue Agreement. According to the BAE
Report, removing Tidelands Trust restrictions'® from any Port property requires placing another
property of at least equal value under the restrictions. ' :

" Assuming the Event Authority causes development of a 250 unit condominium building on
Seawall Lot 330, additional property tax revenue would be generated for the City. However,
under the Host City and Venue Agreement, the City is obligated to pledge the majority of such
increased property tax revenue for 30 years to support a Tax Increment Bond issuance, the.
majority of which would be provided to the Event Authority. The portion of the increased
property tax revenues that would not be used to pay debt service on the Tax Increment Bonds
issued to provide funds to reimburse the Event Authority for their infrastructure improvement
costs would accrue to the City. The Port estimates such property taxes accruing to the City
would be $5,285,997."

Pier 30-32

Pier 30-32 is 900 feet long and measures approximately 12.5 acres. The pier is currently used for
surface parking. According to the Port, Pier 30-32 requires approximately $47 million in
structural repairs in order to accommodate construction.

BAF estimates that the highest and best use of Pier 30-32, once it has been improved by the
Event Authority as required in the Host City and Venue Agreement would be to re-lease the
facilities the Event Authority intends to build on the piers for the America’s Cup after the event
is over. BAE estimates that such facilities would include 160,000 square feet of retail, food and

12 The Tideland Trust restrictions require all Port property developments to be of maritime use or bring increase
visitors to Port property, therefore office or residential uses are not allowed. California Senate Bill 815 temporarily
removed the Tidelands Trust restrictions on Seawall Lot 330 through 2094, however in order to build and sell
condominiums, the Tidelands Trust restriction would have to be fully and permanently removed because
condominiums cannot be sold on leased land.

¥ According to Port staff, another property on which Tideland Trust restrictions would be imposed has not yet been
identified. Placing such new restrictions may reduce the value of such other property, depending on the existing
restrictions on such property. Therefore, any such potential reduction in value is not known. However, such a
value is not necessary to calcutate the opportunity cost 10 the City. As discussed below, for the development which
is anticipated to occur without the Event Authority, the Budget and Legislative Analyst assurnes that the Port could
develop the same 250 unit condominium building as the Event Authority would develop, requiring the same
removal of Tidelands Trust restrictions, such that any value reduction would occur on both sides of the equation
used to calculate opportunity costs, and, therefore, would not impact our analysis.

i Qoawall Lot 330 is anticipated to generate $1,260,309 in annual increased property fax. 80% of such taxes would
be necessary to support the tax increment bond over the estimated 25 year term of the bond, while 20%, or $252,062
per year would accrue to the City. After the 25 year term of the bond expired, the entire increment would accrue to
the City. The $5,285,997 in total value of such taxes is the net present value of annual property taxes which would
accrue to the City.
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beverage, and exhibit space. The value to the Event Authority of renting out such Event facilities
over the 66 year lease is estimated by BAE at $44,715,817. " As stated above, the Event
Authority would not be required to pay any base of petcentage rent to the Pori, therefore the
leasing out of such event facilities would generate no additional lease revenue to the Port.
Furthermore, the Port does not anticipate that any incremental property or Possessory Interest
Taxes would be generated by leasing out the America’s Cup event facilities to tenants because
such leases would likely be short ferm leases, which generate negligible amounts of Possessory
Interest Tax, according to Port representatives.

The Host City and Venue Agreement requires that the Event Authority construct development
within 10 years after the completion of the America’s Cup. The BAE Report estimates the most
profitable development (other than simply re-leasing America’s Cup event facilities) to be the
construction of a mixed use project, including (a) 375,000 square feet of office space, (b)
195,000 square feet of retail/entertainment space, and () a 100,000 square foot cruise ship
terminal. According to the BAE report, although office space does not conform to Tidelands
Trust restrictions, such a use is currently permitted if the cruise ship terminal is included in the
mixed use project.

The Port estimates that (a) leasing out the America’s Cup event facilities for 10 years, then (b)
developing the mixed use project described above, would generate new retail and payroll taxes
(from the jobs occupying the office building) over the life of the 66 year lease valued at
$30,245,694. Such tax revenues would not be used to pay off the Tax Increment Bond issuance
because only Property and Possessory Interest Taxes can be used for that purpose.

Pier 50

Pier 50 is a 20.3 acre pier of which approximately 350,000 square feet is industrial shed space,
including 100,000 square feet used as the Port’s maintenance facility.

BAE estimates that the highest and best use of Pier 50, once it has been improved by the Event
Authority under their Host City and Venue Agreement obligation to provide such improvements,
would be to re-lease the facilities the Event Authority intends to build on Pier 50 for the
America’s Cup, once the event is OVeT. BAE estimates that such facilities would include 243,000
square feet of industrial space, plus additional yard space (fenced paved lots). The value to the
Event Authority of renting out such Event facilities over the 66 year Jease is estimated by BAE
at $67,443,371. As stated above, the Event Authority would not be required to pay any base or
percentage rent to the Port, therefore the leasing out of such Event facilities would generate no
additional lease revenue to the Port. Furthermore, the Port does not anticipate that any
incremental property or Possessory Interest Taxes would be generated by leasing out the
America’s Cup event facilities to tenants because such leases would likely be short term leases,
which generate negligible amounts of Possessory Interest Tax, according to Port representatives.

However, the Host City and Venue Agreement requires that the Event Authority construct
development within 10 years after the completion of the America’s Cup. The BAE Report
estimates the most profitable development (other than simply re-leasing America’s Cup Event
facilities) to be the construction of a 250 room hotel. According to the BAE report, the voters of
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San Francisco, in Proposition H of 1990, determined that hotels were not acceptable uses for
Port property, therefore the anticipated hotel project would require voter approval.

The Port estimates that: (a) leasing out the America’s Cup event facilities for 10 years; then, (b)
developing the hotel project described above, would generate new retail and hotel taxes over the
life of the 66 year lease estimated to be $30,527,807. Such taxes would not be used to support
the Tax Increment Bond because only property and Possessory Interest Taxes can be used to
support Tax Increment Bonds.

Tax and Lease Revenue Without The Event Authority

J

If the Port was not required to enter into long term development leases with the Event Authority -
and the America’s Cup did not occur using the properties as planned, the Port could pursue the
most financially beneficial development options on the subject properties, as identified in the
BAE report: (a) cause the development of a 250 unit condominium development by selling the
land to a developer for that purpose, and (b) continue leasing Piers 30-32 and 50 for their current
uses through the current estimated life of those piers. Any foregone land sale andfor lease
revenue resulting from this scenario represents an opportunity cost to the City.

Seawall Lot 330

Because Seawall Lot 330 does not require any infrastructure investment for development, the
Port, in the absence of the America’s Cup, could identify a different developer to construct the
same 250 unit condominium building the Event Authority could develop. In such a scenario, the
economic benefit of $33,050,413 would accrue to the Port. The Budget and Legislative Analyst
notes that such a foregone value would likely be significantly higher because, as discussed
above, the density of condominiums which the BAE report assumed for Seawall Lot 330 (at 109
units per acre) is less than half of the density of the Watermark condominium project (at 274
units per acre) and the property’s zoning designation does not place a density limit on residential
development. )

In the absence of the America’s Cup and long-term development rights called for in the Host
City and Venue Agreement, all of the increased property taxes would accrue to the City (rather
than being used primarily to service the required Tax Increment Bond), thereby increasing the
benefit to the City by $17,891,805 in property taxes. Therefore the total benefit to the City of
developing Seawall Lot 330 in the absence of the America’s Cup is $50,942,218 ($33,050,413
plus $17,891,805). ‘
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Pier 30-32

BAE estimates that the value of continued lease payments under the current uses of Pier 30-32 is
$5,662,387. The continued use of such facilities under their current uses is not anticipated to
create any increase in taxes payable to the City. Notably, the BAE estimates only anticipate that,
due to significant infrastructure improvements needed for Pier 30-32, continued use of Pier 30-
32 could only continue for 10 years before the useful life of the pler is exhausted. After the 10

year life is expired, according to Port staff, the Port would have to either (a) include removal of °

the piers in a development project at a separate pier which would require increasing the size of
such other pier;15 (b) identify a developer fo renovate the pier; or, (¢) remove the pier (with the
costs of such removal possibly eligible for State or federal grants)m.

Pier 30

BAE estimates that the net present value of continued lease payments under the current use of
Pier 50 is $53,140,823’7 (including infrastructure improvements of $20,000,000 which is
currently included, according o Port staff, in the Port’s capital plan). The continued use of Pier
50 facilities is not anticipated to create any increase in taxes payable to the City. Notably, the
BAE Report estimates that, after $20,000,000 in the improvements noted above, the pier would
have a useful life of 45 years, such that lease revenues under the pier’s current uses are assumed
to continue for 45 years. According {0 Port staff, after the 45 year life of Pier 50 expires, the Port
would have to either (a) include removal of the piers in a development project at a separate pier
which required increasing the size of such other pier, (b) identify a developer to renovate the
pier, or (c) remove the piers (the costs of such removal would possibly be eligible for State or
federal grants)'®.

15 According to Port staff, development which requires increasing the number of pilings (pier supports} in the San
Francisco Bay often reguire an offsetting decrease of the same number of pilings (as is the case in the
Exploratorium Project). Therefore, removai of Pier 30-32 at the end of its useful life can add expansion value to
developments on other Piers.

16 Should such Federal or State Grant monies not be available, the Pier 30-32 removal costs are estimated to reduce
the value of the lease revenues {0 the Pier by approximately $700,000 (calculated as the present value of
demolishing Pier 30-32 in 20 years, of 10 years after the useful life expires). Future demolition costs are not
included in this analysis as they would not necessarily be a Port cost (they could be covered as part of a separate
development deal, by grants, etc.).

7 This figure also includes the value of the shed space used by the Port 10 house their maintenance facility. This
value is considered a fiscal benefit because it allows the Port to avoid paying rent at some other location.

1% ghould such Federal or State Grant monies not be available, the Pier 50 removal costs are estimated to reduce the
value of the lease revenues to the Pier by approximately $100,000 (calculated as the present valye of demolishing
the Pier in 55 years, or 10 years after the useful life expires, at a cost of $5 per square foot). Future demolition costs
are not included in this analysis as they would not necessarily be a Port cost (they could be covered as part of a
separate development deal, by grants, etc.).
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Summary: Long-term Development Rights

As shown in Table 6 below, the net cost to the City of providing long term development rights to
the Event Authority is estimated at $43,585,930.

Table 6: Opportunity Cost of Development

1f Developed By The Event Authority
Seawall Lot 330: Condominium Building Immediately After Event

Increased Property Taxes (net of tax increment directed to Event Authority) $5,285,997
Pier 30-32: Lease Event Facilities for 10 years, then Construct Mixed Use
Project

Payroll and Retail Taxes 30,245,694
Pier 50- Lease Event Facilities for 10 years, then Construct Hotel Project

Hotel and Retail Taxes to City 30,527,807
Tota} Benefits to City $66,059,498

If Developed Without the Event Authority
Seawall Lot 330: Condominium Building Immediately After Event :
Land Sale Revenue to Port $33,050,413

Increased Property Taxes to City 17,891,805

Subtota} $50,942.218
Pier 30-32: Continued Use as Parking Lot until End of Pier’s Useful Life (10
Years)

Iease Payments to Port 5,662,387
Pier 50: Continued Use as Industrial Space until End of Pier’s Useful Life (45
Years)

Lease Payments to Port 53,140,823
Total Benefits to City $169,745,428

Net Benefit (Net Opportunity Cost) ($43,685,930)

The benefits above do not include the investment in Port property to be made by the Event
Authority. Such investments are estimated to be valued at $105 million'® in infrastructure
investment. This is not counted as a fiscal benefit because, while increasing the value of Port
assets, the increased value does not result in any changes in the cash flows to or from the Port or
City.

The most significant variable in this long term development impact analysis is what development
actually occurs on the sites. As discussed above, the Bay Area Economic report suggests that the
Event Authority would construct no improvements on Piers 30-32 and 50 for 10 years, then
construct a mixed use project and a hotel. To the extent such assumptions are incorrect and other
potential development scenarios result, the actual benefits to the City could vary significantly.
The Controlier’s Office of Economic Analysis anticipates issuing a report on such potential
development scenarios.

¥ The Host City and Venue Agreement estimates the total value of improvements fo be provided by the Event
Authority at $150 million. However, some of those improvements are strictly related to the race (specifically the
breakwaters), such that only the improvements to Pier 30-32 at $47 million and Pier 50 at $58 million are
considered to be related to the long term development rights.
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FISCAL FEA

As discussed in the Mandate Statement Section above, Chapter 29 of the City’s Administrative
Code requires that certain projects be submitted to the Board of Supervisors for approval of the
project’s fiscal feasibility prior to submitting the project to the Planning Department for
environmental review if: (2) the project is subject to environmental review under the California
Environmental Quality Act (CEQA);, (b) total project costs are estimated to exceed
$25,000,000; and, (¢) construction costs are estimated to exceed $1,000,000.

Chapter 29 specifies five areas for the Board of Supervisors to consider when reviewing the
fiscal feasibility of a project, including: (1) direct and indirect financial benefits to the City; (2)
construction costs; (3) available funding; (4) long term operating and maintenance costs; and (5)
debt load carried by the relevant City Department. Chapter 70 also limits the definition of
“figeal feasibility” to mean only that the project merits further evaluation and environmental
review, '

1) Direct and Indirect Benefits to the City

Hosting the 34" America’s Cup in San Francisco would provide: (a) direct benefits to the City
through increased tax revenues; and, (b) indirect benefits including economic stimulus for the
businesses of San Francisco. ‘

The Budget and Legislative Analyst reviewed and analyzed the economic impact study produced
by Beacon Economics for the Bay Area Council Economic Institute in 2010, entitled, “The
America’s Cup: Economic Impacts of a Match on San Francisco Bay” (the Beacon Report). This
report is, to our knowledge, the only comprehensive analysis of the economic impact of the
Event published and publically available at this time.

The Budget and Legislative Analyst performed an independent analysis of the Beacon Report
analysis, using the methodology described in Attachment I, and applied the results to the terms
of the Host City and Venue Agreement (which was not available at the time the Beacon Report
was published). Our analysis found the Beacon Report to present reasonable estimates for the
direct and indirect benefits of hosting the 34" America’s Cup based on a set of assumptions
regarding the number of race-days, number of spectators and visitors per day, number of
participating syndicates and other factors. Significant changes in any of these variables, such as a
major reduction in the number of syndicates participating, would affect the estimated benefits of
hosting the Event.
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Direct Benefits

The Beacon Report estimated that hosting the Event would generate $23,926,984 in taxes to the
City including (a) $12,414,895 in hotel tax, (b) $8,328,286 in payroll taxes, and (c) $3,183,803
in retail sales tax.

The three issues identified by the Controller’s Office of Economic Analysis (OEA) pertaining to
the Beacon Report estimates were as follows. The Budget and Legislative Analyst revenue
estimates incorporate each of the Controller’s issues, as follows:

1. Parking tax is omitted, and can be estimated at $1,703,000 under the assumptions of the
Beacon Report.

2. Payroll tax should be adjusted (a) downwards by 30%, to account for expenditures on
employee benefits such as health insurance, which are not taxable, and (b) further
downwards by 15% to account for the payroll tax exemption for small businesses.

3. The General Fund receives 80% of sales tax, and 20% of parking tax (with the MTA
receiving the remainder). :

Adjusting the Beacon Report results, the Budget and Legislative Analyst concludes that
estimated tax revenues to the City resulting from hosting the 34" America’s Cup in San
Francisco, after incorporating some adjustments recommended by the Controller’s Office of
Economic Analysis (OEA), would be $19,461,633, including (a) $10,855,633 in hotel tax, (b)
$4,332,960 in payroll tax, {(¢) $2,783,930 in sales tax, and (d) $1,489,110 in parking tax,
adjusting the $1,703,000 imputed from the Beacon Report for the Budget and Legislative
Analyst’s assumed level of Event-generated economic impact.

Indirect Benefiis

The Budget and Legislative Analyst’s independent analysis of the Beacon Report estimates that
the America’s Cup would generate between an estimated $950 million and $1.6 billion in
economic impact to businesses located in San Francisco. For the purposes of this report, the
most probable economic impact estimated by the Budget and Legislative Analyst is
$1,200,044,775. The Beacon Report estimated total economic impact to the businesses located in
San Francisco at $1.3 billion. '

Based on the estimated economic impact of $1.3 billion, the Beacon Report also estimates that
hosting the America’s Cup would generate 8,840 “jobs” or labor-years. Adjusting such an
estimate proportionally to adjust for the lower economic impact of $1.2 billion estimated by the
Budget and Legislative Analyst, the America’s Cup would generate 8,160 labor years (8,840 +
$1.3 billion x $1.2 billion).

It is important to note that all labor-years, or “Jobs” predicted in the Beacon Report would not be
new permanent full time jobs, and therefore would not result in the hiring of 8,160 workers.
Rather, one labor-year, or “job”, under the Beacon Report is equal to one year’s worth of work
which would be performed by: (a) already employed workers in the normal course of performing
their jobs; (b) already employed workers performing their jobs more productively (e.g., a
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restaurant server serving more customers per hour); (¢) already employed workers working extra
nours for overtime pay; and, (d) workers nired in full- or part-time temporary and permanent
new jobs to meet the increase in demand. Such additional work-years would likely be mostly
required in the period immediately preceding and during the America’s Cup. It is unlikely that
any significant labor benefits would remain after the America’s Cup event is completed.

When considered simply as a mechanism for economic stimulus, the America’s Cup would
create 8,160 labor years or “jobs™ at a net cost to the City of $57.8 million, for an average cost to
the City of $7,083 per “job”, or year of work, created. As a point of comparison, on February
24, 2010, the Budget and Finance Committee rejected an economic stimulus proposal to reduce
the payroll tax, which was estimated by the Controller’s Office t0 create 4,330 work-years at a
cost of $67,000,000, or $15,473 per work-year (File 09-0228).

2) Construction Costs to the City

As discussed in the Host City and Venue Agreement Section above, the total cost of hosting the
34" America’s Cup in San Francisco is $77,305,178, including (a) $47,426,927 in Port
construction costs. The remaining $29,878,251 in estimated costs is comprised of lost revenues,
staff costs, and other non-construction costs.

3) Available Funding

As discussed above, the total cost of hosting the 34" America’s Cup is estimated at $77.3 million
including (a) $62 million in Port costs and (b) $15.3 million in other City department costs.
Funding sources have not been identified to cover all of these costs but the Port has suggested
that $25 million of their $62 million in costs could be covered through issuance of Certificates of
Participation”, with the remaining $37 million in Port costs covered by other sources. A
possible source for the $37 million would be General Fund revenue transfers to the Port, as
allowed under Charter Section B7.320, subject to Board of Supervisors approval.

Other City department costs of §15.3 million would assumedly be funded from the General Fund
or other available sources for each department that estimated to incur costs, as identified above
in Table 2. '

Without a plan to issue COPs to cover part of the Port’s costs and/or transfer General Fund
monies to the Port, the projects in the Host City and Venue Agreement would not be fiscally
feasible for the Port.

2 Iy order to generate $25 million in proceeds, the City would have to issue a total of $31.2 million in Cettificates
of Participation to cover the debt service reserve fund, capitalized interest, cost of issuance and underwriter’s
discount, assuming an issuance with capitalized interest. The costs of issuance and underwriter’s discount are

included as an optional cost in Table 2 above as they represent one-time new costs attributable to hosting the 34"
America’s Cup. ’

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
1429



BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 8, 2010

4) Ongoing Maintenance and Operating Costs

Hosting the 34% America’s Cup would not result in the construction of any City facilities which
require maintenance or operating costs. The Budget and Legislative Analyst notes that the cruise
ship terminal, which is anticipated by the Port to be developed on Pier 30-32 as part of the
development rights to be granted to the Event Authority, would require maintenance costs.
However, according to the Port, such costs are anticipated to be incurred by an independent
cruise ship terminal operating firm rather than the Port or any other City agency.

5) Debt Load

Hosting the 341 America’s Cup could result in issuance of an estimated $31.2 million in
Certificates of Participation to cover $25 million of the Port’s $62 million in estimated costs
under the terms of the Host City and Venue Agreement. This debt may not be incurred as a
specific financing plan for covering the Port’s costs if other sources are identified and used
instead, such as General Fund transfers.

Conclusion

Hosting the 34™ America’s Cup would produce the following fiscal impacts: (1) $19.5 million in
increased tax revenues to the City and $77.3 million in new costs, resulting in a net loss for the
City of $57.8 million; (2) estimated construction costs at the Port of $47.2 million out of the
estimated $77.3 million in new costs; (3) funding available to support the Ports’ costs has not
been identified other than $25 million in possible new debt through issuance of Certificates of
Participation and possible transfers from the General Fund; (4) no new ongoing maintenance
costs for the Port or other departments have been identified; and, (5) an increase of $31.2
million in new debt through the possible issuance of Certificates of Participation to cover a
portion of the Port’s costs.

Without a plan to cover most of the Port’s costs through debt issuance and/or transfer General
Fund monies to the Port, the projects in the Host City and Venue Agreement would not be
fiscally feasible for the Port.

POLICY CONSIDERATIONS AND ALTERNATIVES

Alternative agreement

The proposed Host City and Venue Agreement includes a clause which, if mutually agreed upon
by the City and the Event Authority, allows for the America’s Cup event venues to be relocated.
The proposed agreement does not specify ‘any such alternate location. However, the Port has
developed an alternative Event scenario that would: a) relocate the majority of event venues to
the northern waterfront, centered around Piers 27-29; and, (b) exclude Pier 50 from the long term
development rights transfer.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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According to the Staff Report to the Port Commission dated November 23, 2010 and submitted
to the Commission for its November 30, 2010 meeting, this alternate scenario (referred to as the
Northern Waterfront Alternative is estimated to reduce Port costs by $46.2 million, from the
estimated $62 million for the scenario outlined in the Host City and Venue Agreement, 10 $15.8
million. This would reduce the City’s estimated net cost from $357.8 million to $11.6 million
($57.8 million less $46.2 million). This alternate venue cost estimate assumes that all dredging
required for use of the area between Piers 14 and 22%, estimated by the Port to cost between
$28-$36 million, would be paid for by the Bvent Authority. The Host City and Venue
Agreement, as submitted to the Board of Supervisors, requires that the City pay for dredging, for
the work required on and around Piers 30-32 and 50. If the Event Authority does not agree to
this provision and dredging costs remains a Port obligation, Port costs would increase to
approximately $51.8 million ($15.8 million in new Port costs plus $36 million in dredging costs,
the high end of the Port’s range of estimated total dredging costs). Other departmental costs
amounting to an estimated $15.3 million are not anticipated to significantly change due to the
change-in location. )

The Event Authority is required to expend $150 million on infrastructure improvements under
the Host City and Venue Agreement as submitted which would cover infrastructure
improvements on and around Pier 30-32, Pier 50 and construction of breakwaters. Under the
proposed Notthern Waterfront Alternative, improvements to Pier 50 would no longer be required
since the property would no longer be an Event venue. However, under the Northern Waterfront
Alternative, the Event Authority would be responsible for demolition of portions of Piers 29 and
27, infrastructure improvements on Pier 30-32, dredging and pile removal in the area between
Piers 14 and 22, or other improvements in Event areas, as agreed to by the City. The Event
Authority would be required to expend $55 million or more for these improvements, as
compared to the to the $150 million Event Authority expenditure requirement in the Host City
and Venue Agreement for infrastructure improvements.

In consideration of the Event Authority’s paying for certain infrastructure improvements, the
Host City and Venue Agreement provides for the transfer to the Event Authority of 66 to 75 year
long term development rights for Piers 30-32 and 50 and Seawall Lot 330 at no cost to the Event
Authority. The Port’s proposed Northern Waterfront Alternative provides for transfer of long
term development rights to the Event Authority for Pier 30-32 and Seawall Lot 330 only; Pier 50
rights would not be transferred since that property would not be an Event venue under this
alternate plan. Unlike the Host City and Venue Agreement provision that releases the Event
Authority from any rental payments for the three properties whose long term development rights
would be transferred, the Northern Waterfront Alternative includes a provision for the payment
of rent under long-term leases for the properties. However, rent credits would be provided
relieving the Bvent of at least some, if not all, of those payments to reflect the Event Authority’s
investments.

The Northern Waterfront Alternative would result in lower costs for the City and the Event
Authority but still represents an estimated net cost to the City of at least approximately $11.6
million. This is based on assumed City costs of $15.8 miltion for the Port, $15.3 million for other
City departments, resulting in total estimated costs of $31.1 million, less $19.5 million in

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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estimated new City revenues. Estimated City revenues generated by the Bvent in the new
location are not anticipated to change from the $19.5 million estimated for the original plan.

If the Event Authority does not agree to pay the $36 million in dredging costs as proposed in the
Northern Waterfront Alternative and it remains a Port cost, the City’s net costs would be
approximately $47.6 million ($11.6 million + $36 million in dredging costs). Transfer of long
term development rights would still result in a net loss for the City, though the loss amount
would Be reduced since a lower amount of incremental property tax revenue would be needed to
repay the Event Authority for their infrastructure improvement costs.

Other options to reduce the fiscal impact of the proposed Host City and Venue Agreement and
repott recommendations are presented in the Executive Summary. .
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ECcONOMIC AND TAX BENEFITS

Hosting the 34™M America’s Cup in San Francisco would provide an economic benefit for the City
and region, as well as additional tax revenues for the City and other jurisdictions in the Bay
Area. This part of our analysis is based on our review of the “The America’s Cup: Economic
Impacts of a Match on San Francisco Bay”, produced by Beacon FEconomics for the Bay Area
Council Economic Institute in 2010 (hereinafter referred to as the Beacon Report). This
publication is, to our knowledge, the only comprehensive analysis of the economic impact of the
event published and publicaily available at this time.

The Beacon Report’s analysis uses the 2007 32™ America’s Cup Regaita in Valencia, Spain as
the foundation for its assumptions for the event being hosted in San Francisco considering the
Valencia experience the best point of comparison because: (a) it is the most recent 'cypic;al1
America’s Cup Regatta; and, (b) a study was conducted after the 2007 event which quantified
the economic benefits to the region.

The 2007 32" America’s Cup in Valencia, Spain

In December of 2007, the Instituto Valenciano de Investigaciones Economicas (IVIE), a private
research institute based in Valencia, Spain, issued a report entitled “Economic Impact of the 32
America’s Cup Valencia 2007” (the IVIE Report) which quantified the economic impact of
hosting the America’s Cup in the Region of Valencia. The Region of Valencia (which contains
both (a) the Province of Valencia, and (b) the City of Valencia) has roughly the same area and
population as the nine counties which comprise the San Francisco Bay Area. The Beacon Report
relies on the actual experience in Valencia in 2007, as reported in the IVIE Report, as a
foundation for many of its projections and assumptions.

According to the IVIE Report, and as shown in Table A below, hosting the 2007 32" America’s
Cup in Valencia brought $4.3 billion in direct spending to the region, though $3.2 billion of this
amount, of approximately 74 percent of the total, was government spending for a number of
infrastructure improvements, leaving approximately $1.1 billion in expenditures by the
syndicates, Event Authority, spectators and other non-governmental expenditures. Direct
spending includes the purchases made by the entities tisted below (e.g., visitor spending on
food); it does not include indirect spending which is created as a result of direct spending (¢.8.,
the restaurant selling food to the visitor must purchase additional supplies to meet the increased
demand).

! As discussed above, the 2010 33 America’s Cup Regatia is considered anomalous because digagreement between
the challenger and defender caused court action to dictate the regaita format.
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Table A: Estimated Actual Spending in Valencia, Spain
Resulting from Hosting 32" America’s Cup, 2007
Spending Category Valencia in 29072
Syndicates (Teams) . $357,400,000
Event Management 149,200,000
Visitors 194,200,000
Government Funded Infrastructure 3,237,800,000
Media ) 25,700,000
Super-Yachis ‘ 39,400,060
Other ‘ 140,200,000
Total Direct Spending $4,343,900,000

Source: Bay Area Council Economic Institute and Beacon Economics "The America’s
Cup: Economic Impacts of a Match on San Francisco Bay"®, July 2010, Table 14.

The IVIE report relies heavily on surveys of visitors and syndicates regarding spending. The
Budget and Legislative Analyst notes that such survey data, which is based on a person’s
recollection, is likely to be less accurate than data based on actual sales tax receipts. Despite the
source of the data, the Budget and Legislative Analyst considers the IVIE Report to be the best
available basis from which to predict the impact of the 34" America’s Cup.

Analysis of Beacon Report’s Projected Expenditures Resulting from Hosting the 34"
America’s Cup in San Francisco

The Beacon Report estimates that hosting the 34™ America’s Cup in San Francisco would result
in $791,082,850 in total direct spending, plus $581,331,785 in indirect spending, for a total
economic impact of $1,372,414,635. Table B presents these results, by spending category.

2 Iy order o provide comparable figures, all spending figures from Valencia were converted from Euros to U.S.
Dollars, then inflated from 2007 to 2010 to reflect a current dollar value,

3 There are a number of discrepancies in the Beacon Report between the data presented in summary Table 14 of the
Beacon Report and the narrative sections which precede that table (specifically the spending for syndicates, supet-
yachts, cup management, and media). According to Mr. John Haveman at Beacon Economics, the values in Table
14 are the cosrect values, and are therefore used in this report.
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Table B: Beacon Report Estimated Spending in San Francisco
Resulting from Hosting the 34™ America’s Cup
Spending Category San Francisco
Syndicates (Teams) $215,750,002
Event Management - 195,209,743
Non-Local Vigitors 86,144,734
Local Visitors - 150,385,104
Government Funded Infrastructure 100,000,000
Media 25,664,760
Super-Yachts 11,280,566
Qther 6,647,941
Total Direct Spending $791,082,350
Additional Indirect Spending 581,331,785
Total Direct and Indirect Spending $1,372,414,635

Source: Bay Area Council Economic Institute and Beacon Economics “The
America's Cup: Economic Impacts of a Match on San Francisco Bay”, July
2010

Assumptions for Analysis

"The Beacon Report assumes a baseline of estimated expenditures based on direct spending at the
2007 32* America’s Cup in Valencia reported in the IVIE Report. The Beacon Report then
makes the following four assumptions which are critical to their analysis:

1. No exhibition matches (known as America’s Cup World Cup matches) would occur in San
Francisco prior to a Defender or Challenger Series (as opposed to eight exhibition races held
in Valencia). '

2. 15 syndicates would participate in San Francisco, consisting of: (a) 12 Challenger Syndicates
(as compared to 11 in Valencia); and, (b) three Defender Syndicates in a Defender Series (as
opposed to there being only one Defender in Valencia, selected without a Defender Series).

3. There would be 450,000 non-local visitor days (defined as one day of a visit by a person that
does not live within driving distance of San Francisco).

4. There would be 2.3 million local visitor days (defined as one day of a visit by a person that
lives within driving distance of San Francisco).

The Budget and Legislative Analyst finds these assumptions to be within a range of reasonable
scenarios. However, because these key assumptions that drive spending resulting from hosting -
the America’s Cup cannot be precisely predicted in advance, we have analyzed and estimated
spending under three scenarios which are intended to represent the reasonable ranges of the four
assumptions discussed above: '

1. Low Scenario: considered to reasonably represent the minimum amount of economic
impact resulting from hosting the 34" America’s Cup; ‘
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2. Base Scenario: considered to reasonably represent the most probable scenario resulting
from hosting the 34" America’s Cup; and

3. High Scenario: considered to reasonably represent the maximum amount of economic
impact resulting from hosting the 34™ America’s Cup.

For the purposes of the report, the estimated impact and tax benefits under the Base Scenario are
used.

A discussion of each of the four key assumptions included in the Beacon Report, and the Budget
and Legislative Analyst’s predicted range of outcomes, is provided below.

Number of Exhibition Matches

The Protocol for the 34" America’s Cup issued by the Golden Gate Yacht Club and the Club
Nautico di Roma states that approximately 13 regattas will be held prior to the Challenger Series
and Defender Series, including (a) 3 in 2011, (b) 7 in 2012, and (c) 3 in 2013. Such regaitas are
intended to give all syndicates an opportunity to sail against one another in the new type of
catamaran yachts to be used in the 34" America’s Cup and generate interest in the America’s
Cup by hosting such events around the world.

For the 2007 32" America’s Cup in Valencia, such exhibition matches were referred to as
America’s Cup Acts. There were 13 such acts in the vears preceding the final America’s Cup
. match, including eight in Valencia. Overall, there were approximately 95 event days in
Valencia, including (a) 50 for the exhibition matches (or Acts), (b) 37 for the Challenger Series,
and {c) eight for the final America’s Cup Match. A Defender Series did not take place in 2007.

As discussed above, the Beacon Report excludes the impact of any America’s Cup World Cup
exhibition matches. Under the Host City and Venue Agreement (which was issued after the
Beacon Report), at least two such exhibition regattas would be held in San Francisco, and we
have assigned the following values for each of the three scenarios described above:

1. Low Scenario: The minimum of two exhibition regattas will be held in San Francisco,
consistent with the provisions of the Host City and Venue Agreement.

5. Base Scenario: Four exhibition regattas will be held in San Francisco (half the amount
held in Valencia in 2007).

3. High Scenario: Eight exhibition regattas will be held in San Francisco (equal to the
amount held in Valencia).

The Challenger Series

The Budget and Legislative Analyst assumes that a Challenger Series would be held in San
Francisco under all three scenarios. This assumption remains unchanged under the three
scenarios because, as shown in Table 1 in the Background Section of the report, a Challenger
Series has consistently been included in America’s Cup events.
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The Defender Series

The Budget and Legislative Analyst notes that a Defender Series is a less frequent America’s
Cup event than a Challenger Series. Therefore, only our high scenario assumes a Defender Series
will be held. This assumption is consistent with recent America’s Cup history, as shown in Table
1 in the Background Section of the report; Defender Series matches have only taken place in
three of the eight most recent America’s Cups. ‘

Number of Syndicates

As discussed above, the Beacon Report assumes 15 syndicates, or teams, would participate,
comprised of: (a) 12 Challenger Syndicates (instead of 11 in Valencia) and (b) three Defender
Syndicates in a Defender Series (as opposed to one Defender in Valencia which was selected
without a Defender Series).

As shown in Table 1 above, syndicate participation has varied widely in past America’s Cup
regattas for defenders (between 1 and 8) and challengers (between 7 and 13). The Beacon
Report’s assumption that 15 syndicates would participate, including three defender syndicates
(thus requiring a Defender Series) is possible given the historical range of syndicate
participation. However, as discussed above and shown in Table 1 in the Background Section of
the report, Defender Series are fairly rare.

Therefore, the Budget and Legislative Analysts assigns the following values for each of the three
scenarios described above:

1. Low Scenario: 8 Syndicates participate, with no Defender Series.

2. Base Scenario: 12 Syndicates participate, with no Defender Series.

3. High Scenario: 15 Syndicates participate, with three Defender Syndicates in a Defender
Series.

In-regard to the new catamaran yacht type to be raced in the. 34" America’s Cup Regattas, as
opposed to the traditional single-hull yachts which have been the standard” in prior races.” It is
possible that such a new design may discourage potential syndicates to participate due to
inexperience in constructing or racing this new yacht design. However, any impact the new yacht
design has on participation is assumed not to impact the historically wide range of syndicate
participation. Furthermore, 0 the extent that syndicates which had anticipated participating in
the 2010 33" America’s Cup regattas, but could not, due to the legal issues surrounding the race,
might increase future syndicate participation is considered to be negligible and not included in
this analysis.

Non-Local Visitors

* The 1988 America’s Cup featured a catamaran defender and a single-huil challenger. The 2010 America’s Cup
featured trimarans (yachts with three hulls). However, as discussed above the 1988 and 2010 America’s Cup
Regattas were anomalies caused by legal disagreements between the defender and challenger, such that typical
America’s Cup regaitas have featured single-hulled yachts.
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As discussed above, the Beacon Report assumes there would be a total of 450,000 non-local
visitor days for a Challenger Series, Defender Series, and final America’s Cup match in San
Francisco, which is equal to the number of non-local visitor days in Valencia for the same
events. The Beacon Report also discusses the potential increases to non-local visitor attendance
which may be caused due to the larger population and higher income levels within reasonable
proximity to San Francisco as compared to Valencia.

The Budget and Legislative Analyst agrees that such demographic features are a factor,
particularly for attendees who live within reasonably close proximity to the Bay Area. However,
the Budget and Legislative Analyst considers what the Beacon Report described as “a stronger
European sailing culture” to also have the potential to offset the demographic advantages
provided by San Francisco. :

Therefore, the Budget and Legislative Analysts assigns the following values for each of the three
scenarios described above:

1. Low Scenario: A total of 397,544 non-tocal visitor days for two exhibition matches, a
Challenger Series, and the final America’s Cup match.

2. Base Scenario: A total of 610,118 non-local visitor days for four exhibition matches, a
Challenger Series, and the final America’s Cup match.

3. High Scenario: A total of 1,031,486 non-local visitor days for eight exhibition matches, a
Challenger Series, a Defender Series, and the final America’s Cup maich.

See the Methodology Section below for a discussion of how visitor days for each scenario were
calculated.

Local Visitors

As discussed above, the Beacon Report assumes that there would be a total of 2,300,000 local
visitor days for a Challenger Series, Defender Series, and final America’s Cup match in San
Francisco, which is 115 percent greater than the local visitor days in Valencia. The Beacon
Report justifies this assumed increase by (a) citing the seven day attendance at Fleet Week of
approximately 1,150,000, and (b} concluding that attendance at America’s Cup Regattas (which,
excluding any exhibition matches are likely to occur over a 45 day period) would likely be equal
1o two Fleet Weeks. The San Francisco Fleet Week Association (the non-profit organizing group
for Fleet Week) estimates Fleet Week attendance in 2009 at 1,500,000.

The Budget and Legislative Analyst notes that Fleet Week attendance data likely includes San
Francisco residents whose spending, if not at Fleet Week, would have otherwise occurred in the
City and thus cannot be considered to be net new spending. However, in light of the 14 day
duration of two Fleet Weeks as compared to the 45 day duration of the America’s Cup regattas
(excluding exhibition races), the Beacon Report’s assumption of 1,150,000 attendees is
reasonable. The income and demographic characteristics of the local Bay Area population would
be likely to result in a higher number of attendees than the number of local attendees in Valencia
in 2007.

14 -38



ATTACHMENT I
Page 7 of 16

The Budget and Legislative Analyst further notes that Fleet Week is a well known Bay Area
attraction while local interest in the America’s Cup is not known. Therefore, the Budget and
Legislative Analyst assigns the following values for each of the three scenarios described above.
All estimates of local visitor days are greater than in Valencia because Fleet Week attendance is
likely to be a better predictor of local interest in the America’s Cup in San Francisco than the
level of local interest in the America’s Cup held in Valencia.

1. Low Scenario: A total of 1,846,782 local visitor days for two exhibition matches, a
Challenger Series, and the final America’s Cup match.

5. Base Scenario: A total of 2,994,108 local visitor days for four exhibition matches, a
Challenger Series, and the final America’s Cup match.

3. High Scenario: A total of 6,148,522 local visitor days for eight exhibition matches, a
Challenger Series, a Defender Series, and the final America’s Cup match.

See the Methodology Section below for a discussion of how visitor days for each scenario were
calculated.

Summary of Scenario Assumptions

Table C below summarizes the ranges of assumptions used by the Budget and Legislative
Analyst to estimate spending generated by hosting the 34™ America’s Cup in San Francisco

under the three scenarios discussed above. As a point of comparison, the assumptions used in
the Beacon Report are also provided in Table C below.

Table C: Summary of Beacon Report Assumptions
and Budget & Legislative Analyst’s
Alfernative Economic Impact Scenarios
Category Low Base High gi:cger';
Number of Syndicates 8 12 15 15
Number of Exhibition Matches 2 4 -
Number of Challenger Series Matches 1 1 1 1
Number of Defender Series Matches - - i
Total Days of Racing 45 53 86 35
Non-Local Visitor Days 397,544 610,118 1,031,486 450,000
Local Visitor Days 1,846,782 2,894,108 6,148,522 2,300,060
Total Visitor Days 2,244,326 3,604,226 7,180,008 2,756,000

Source: Beacon Report and Budget and Legislative Analyst assumptions.

Using the varying assumptions for each of the three Budget and Législative Analyst scenarios as
shown in Table C above, the Budget and Legislative Analyst recalculated the estimated

expenditures for each spending category.

Resuilts

14 - 39



The Budget and Legislative Analyst estimates that the total econo
America’s Cup in San Francisco under the
the uncertainty around the four key assum
Analyst considers the reasonable range to

Table D below.

ATTACHMENT 1

Page 8 of 16

mic impact of hosting the 34%
base scenario would be $1.2 billion. However, given
ptions discussed above, the Budget and Legislative
be from $948 million to $1.6 billion, as shown in

Table D: Budget and Legislative Analyst’s Estimated Range of
Expenditures by Visitors to 34th America’s Cup in San Francisco

Budget and Legislative Analyst Scenarios

Category Beacon Report Low Scenario Base Scenario High Scenario

Syndicates $215,750,002 $115,066,668 $172,600,002 $215,750,002
Event Management 195,209,743 191,289,746 191,289,746 191,289,746
Non-Local Visitors $6,144,734 67,040,966 102,888,898 173,947,502
Local Visitors 150,385,104 83,623,431 135,575,069 278,408,914
Government Funded Infrastructure 100,000,000 47,426,927 47,426,927 47,426,927
Media 25,664,760 25,664,760 25,664,760 25,664,760
Super Yachis 11,280,566 11,280,566 11,280,566 11,280,566
Other 6,647,941 5,000,000 5,000,000 5,000,000
Tota} Direct Spending $791,082,850 $546,393,063 $691,725,967 $948.768,416
| Additional Indirect Spending 581,331,785 401,520,087 508,318,808 697,207,931
Total Direct and Indirect Spending $1,372,414,635 $947,913,150 | $1,200,044,775 $1,645,976,347

As discussed above, direct spending includes the purchases made by the entities listed above (for
example on visitor spending on food), it does not include indirect spending which is created as a
result of direct spending (for example the restaurant selling food to the visitor must purchase

additional supplies to meet the increased deman
independently attempt to calcul
model, a widely accepted economic
generated as a result of new direct spending cause
Cup. The indirect spending figures included in Table

reduction in direct spending.

ate indirect spen

d). The Budget and Legislative Analyst did not
ding. The Beacon Report uses the IMPLAN
forecasting tool used to estimate indirect expenditures
d by economic events such as the America’s
D were reduced proportionally by the

For the purposes of the report, the estimated impact and tax benefits under the Base Scenario are

used.

Methodology to Determine Spending and Tax Revenues Resulting from Hosting 34

America’s Cup

SFor example, the indirect spending in the Beacon Report was 73.5 percent of direct spending, such that the indirect
spending for the Budget and Legislative Analyst scenarios above is calculated as 73.5 percent of the direct spending
for that scenario. Errors are due to rounding.
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A description of how each category of spending (those categories shown in Table D above) was
calculated is provided below.

Svndicate Spending

The Beacon Report estimates that direct spending by the assumed 15 syndicates (12 Challenging
Syndicates plus 3 Defending Syndicates) would total $215,750,002, or $14,383,333 per
syndicate. Based on the experience at previous America’s Cup sites, syndicates are expected to
come to San Francisco or the Bay Area well in advance of the final match, take up temporary
residence here, and construct sailing facilities to house and maintain their yachts (the yachts
themselves are built in the country of the syndicate’s origin). Their expenditures are expected to
include housing and accommodation costs, construction, and marine sector services (design,
repair, spare parts, etc.). Beacon used the per syndicate spending in Valencia of $44,375,000
($532,500,000 in total syndicate spending across all 12 syndicates that participated in Valencia),
and then significantly adjusted the spending downward to account for (a) the lack of space on
San Francisco piers to construct individual large hospitality venues for each syndicate as were
constructed in Valencia, and (b) the lack of marine related businesses in San Francisco, needed
for material and supplies for their yachts, as compared to those in the Region of Valencia.

The Budget and Legislative Analyst finds these adjustments to be reasonable, and therefore
agrees with the estimated spending of $14,383,333 per syndicate. As such, estimated syndicate

spending for each scenario is simply the assumed number of syndicates times $14,383,333.

Event Management

Event management expenditures include infrastructure improvements and construction of
facilities needed for the America’s Cup events that are paid for by the Event Authority. The Host
City and Venue Agreement includes a number of items to be paid for by the Event Authority
including substructure improvements o Piers 30/32 and Pier 50, and construction of
breakwaters. The Beacon Report estimates that direct spending for event management, of the
expenditures of the Event Authority discussed in the Host City and Venue Agreement, at
$195,209,743, or $46,009,743 more than event management expenditures in Valencia of
$149,200,000. The Beacon Report states that such an increase over comparable expenditures in
Valencia is attributable to infrastructure construction costs to be borne by the Event Authority
under the Host City and Venue Agreement. In Valencia, much of the comparable construction
was paid for by various Spanish governmental entities in Valencia, resulting in lower
expenditures classified under Event Management. The Event Management spending of
$195,209,743 estimated for San Francisco in the Beacon Report includes (a) $106,097,561 in
construction costs, and (b) $89,112,182 in non-construction costs.

The Budget and Legislative Analyst finds that the estimated construction costs of £106,097,561
does not sufficiently reflect the infrastructure investments required by the Event Authority under
the Host City and Venue Agreement. The Port of San Francisco estimates that the cost of those
improvements will be $150 million. Therefore, the total direct spending for event management
should be increased to $239,112,182 ($150,000,000 in construction costs plus $89,112,182 in
non-construction costs).
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However, the Budget and Legislative Analyst notes that, as discussed above, the direct spending
in Valencia of $149,200,000 reflected spending in the entire Region of Valencia, which by
population and area is more comparable to the nine county San Francisco Bay Area, and
therefore provides a larger catchment area for spending. The Budget and Legislative Analyst
notes that such an adjustment was made in the Beacon Report for syndicate spending due to the
lack of marine businesses in San Francisco as described above.

Therefore, the Budget and Legislative Analyst recommends reducing the total adjusted direct
spending of $239,122,182 by 20 percent to reflect our estimate of the portion of spending that
would occur in the San Francisco Bay Area but outside the City of San Francisco, such that the
resulting estimated direct spending would be reduced by $47,822.436 ($239,122,182 x 20%) to
$191,289,746 ($239,122,182 less $47,822,436). Variances in the assumptions for each scenario
shown in Table 4 above are considered to not have a significant impact in event management
costs, such that each scenario is assumed to require event management expenditures of
$191,289,746. ‘

Non-Local Visitors

The Beacon Report estimates that direct spending for non-local visitors, defined as those visitors
who are not within driving distance and would require overnight accommodations, at
$86,144,734. According to the Beacon Report, the assumed number of non-local visitor days6
would be 450,000 which is equal to the number of foreign visitor days in Valencia in 2007.

However, the Beacon Report goes on to state that the 450,000 estimated “assumes that the
number of spectators will be 20% greater than was the case in Valencia,”’ but, contradictorily,
later in the report states®, that “ we have assumed. .. that non-local spectators would be the same
as was experienced in 2007 (in Valencia)”. The Beacon Report also assumes that non-local
visitors would spend $201.55 per day, the same amount per visitor day as foreign visitors spent
in Valencia in 2007 according to the IVIE Report. There appears an additional adjustment which
the Beacon Report does not explain because 450,000 visitor days times $201.55 in daily
expenditures equals $90,697,500, more than the $86,144,734 estimated for non-local visitors to
San Francisco by the Beacon Report. :

Without access to all work papers and assumptions embodied in the Beacon Report, the Budget
and Legislative Analyst is unable to fully evaluate all results in the report. In an atiempt to
provide some insight on the spending from this category, the Budget and Legislative Analyst
attempted to independently determine the non-local visitor spending results of the Beacon
Report, using its own methodology. The Budget and Legislative Analyst’s methodology is
provided in Table E below. ‘

¢ A visitor day is the base unit used to calculate visitor spending in the Beacon Report, and is defined as a single day
spent in San Francisco by a visitor, such that one visitor staying one week generates seven visitor days.

"Bay Area Council Economic Institute and Beacon Rconomics “The America's Cup: Economic Impacts of a Match
on San Francisco Bay", July 2010, Page 20 )

® [bid., Page 34
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Table E: Budget and Legisl

ative Analyst's Calculation of Non-Local Visitor Spending

Row Description Low Scenario Base Scenario High Scenario
Eoreign® Visitor Days to the ‘
A Challenger Series and Final 450,000 450,600 450,000
Match in Valencia
Extra Foreign Visitor Days For
B Exhibition Matches"® 80,059 160,118 320,235
Extra Foreign Visitor Days for
C the Defender Series’’ i ) 89,336
D=A+B+C | Subtotal of Visitor Days 530,059 619,118 859,572
B Adjustment for San Francisco 5% 0% +20%
Attendance
F=Dx (1+E) | Total Non-Local Visitor Days 397,544 610,118 1,031,486
G Average Daily Spending Per $258.90 $258.90 $258.90
Non-Local Visitor
H=FxG Total Non-Local Spending $1062,924,172 $157,959,459 $267,051,681
I Percent of SPe?ding Due Solely 65.1% 65.1% 65.1%
‘ to the America's Cup
j=Hx1 | FotalNon-Local Spending Due $67,040,966 $102,888,898 $173,947,502
to America's Cup

Sources: Rows A-C and I from [VIE Report, Row G from 2009 data from the San Fr

Bureau

Rows A through C above repre

number and type of matches which are assume
Adjustment” shown in Row E above can be consi
America’s Cup in San Francisco co
n Valencia. In or

visitors in attending an
visitors in attending the America’s Cup i
outcomes, the Budget and Legislative Ana

range from 25 percent fewer visitor days to 20 percent more.

In addition,
adjustments which differ from the B
day spending, based on 2009 data on
Francisco Convention an
actual amount reported for Valencia in 2

the Budget and Legislative Analyst’s calcu
cacon Report: (1) we assume $258.90
San Francisco visitor spending provided by the San
shown in Row G above, instead of the $201.55
Report, and (2) additional

visitors.

d Visitors Bureau and
007 and used in the Beacon

hically than the US,

9 1 ocal visitors were defined in the Beacon Report as those visitors who were within driving di
Therefore, (a) the number of Spanish visitors t
Francisco because Spain is relatively smaller geograp

couid drive to Valencia, and (b) the number of foreign visitors was assume

ancisco Convention and Visitors

sent the number of visitor days experienced in Valencia for the
d in each of the three scenarios. The “Attendance
dered the assumed relative interest of non-focal
mpared to the interest of non-local
der to present a range of possible
Iyst assumed that the Attendance Adjustment could

jations include two additional
per non-local visitor

stance of the event.
o Valencia were assumed to be the best proxy for local visitors to San
such that the majority of Spanish visitors
d to be the best proxy for non-local

1% 1n Valencia, exhibition matches attracted an average of 120,740 visitors, inchuding (a) 40,029 foreign visitors and

(b} 80,710 Spanish visitors. Therefore,

matches x 40,029 foreign visitors per match. Brrors are due to rounding.
I 1t is assumed that a Defender Series

Valencia with 12 syndicates took pl
would be similar to the 28,266 visitors per day in Valen

Local Visitors. Therefore, the figure shown in Row C above is equal to 15 x 5,956. Error due to rounding.

of 3 syndicates would require 15 days to comp
ace over 37 days). Itis also assumed that daily atten
cia, including (a) 5,956 Non-Local visitors, and (b) 22,270
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downward adjustments in expenditures based on the assumption that many visitors to the
America’s Cup would have come to San Francisco primarily for other reasons, and only attended
the event because they were already in town (shown in Row I above).

As stated above, the Budget and Legislative Analyst’s methodology adjusts for the fact that
many visitors to the America’s Cup would have come o San Francisco primarily for other
reasons. The IVIE Report adjusted for this factor in their survey of visitors by asking each
respondent if they were in Valencia (a) exclusively for the America’s Cup, (b) mostly for the
America’s Cup, (¢) partly for the America’s Cup, or (d) for other reasons. The IVIE Report then
attributed 100%, 75%, 25%, and 0% of the spending from each respective category of visitor to
the America’s Cup. Overall, out of the total foreign spending included in the IVIE Report, only
65.1% was attributed to the America’s Cup. The Budget and Legislative Analyst methodology
assumes the same proportion of spending in San Francisco would be attributable to the
America’s Cup.

Local Visitors

The Beacon Report estimates that direct spending by local visitors, defined as those visitors who
are generally within driving distance and do not require overnight accommodations in a hotel, at
$150,385,104. The Beacon Report assumed that there would be a total of approximately
2,300,000 local visitor days, which assumes that 2.15 times more local visitors would attend the
America’s Cup in San Francisco as attended the America’s Cup in Valencia. This implies that
the Beacon Report assumed 1,069,767 local visitor days in Valencia (according to the IVIE
Report, Spanish visitors totaled 1,060,883). The Beacon Report justified this assumption by
stating that (a) income and population density within driving distance is much greater in the San
Francisco Bay Area as compared to Valencia, and (b) 2,300,000 focal visitor days is equivalent
to the attendance of approximately two Fleet Weeks (as noted the period of racing assumed in
the Beacon Report is approximately 45 days). The Beacon Report also assumed that local
visitors would expend $84.65 per day, or 42% of the $201.55 spent by nen-local visitors in
Valencia (page 21). There would seem to be some additional adjustment to Local Visitor
spending which is not explained because 2,300,000 times $84.65 equals $194,695,000, not the
$150,385,104 estimated by the Beacon Report.

Without access to all work papers and assumptions used for the Beacon Report, the Budget and
Legislative Analyst is unable to fully evaluate the results. In an attempt to provide some insight
on the spending from this category, the Budget and Legislative Analyst attempted to recreate the
results of the Beacon Report using its own methodology. The Budget and Legislative Analyst’s
methodology, which is conceptually identical to the methodology for non-local visitors, is shown
in Table F below.
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Table I'; Budget and Legislative Analyst's Calculation of Local Visitor Spending

Row Description Low Scenario Base Seenario High Scenario
Spanish'? Visitor Days to the
A Challenger Series and Final Match in 1,069,767 1,069,767 1,069,767
Valencia
Extra Spanish Visitor Days For
B Exhibition Matches? 161,420 322,841 645,682
Extra Spanish Visitor Days for the i i
¢ Defender Series' 334,058
D= A+ B+ C | Total Visitor Days 1,231,188 1,392,608 2,049,507
E Adjustment for San Francisco +50% 115% +200%
Attendance
F=D x (i+E) | Total Local Visitor Days 1,846,782 2,994,108 6,148,522
G perage Daily Spending Per Local $110.30 $110.30 $110.30
H=FxG Total Local Spending $203,700,033 $330,250,094 $678,181,991
1 Percex‘lt ?f Spending Due Solely to the 41% 41% 41%
America’s Cup
J—px1 | Total Local Spending Ducto $83,623,431 | SI35575069 |  $278,408,914
America's Cup :

Sources: Rows A-C and 1 from IVIE Report, Rows G

The “Attendance Adjustment” shown in Row E above
Jocal visitors in attending an America’s Cup in
visitors in attending the America’s Cup in Valenci
assumed that 115 percent more local visitors wou
compared to the number that attended the

San Francisco compare

Valencia America’s Cup, and ¢

from San Francisco Convention and Visitors Bureau.

can be considered the relative interest of
d to the interest of local
a. As discussed above, the Beacon Report
1d attend a San Francisco America’s Cup
ited attendance at Fleet

Week as justification for such an assumption. The Budget and Legislative Analyst agrees that

such an assumption is reasonable,
Budget and Legislative Analyst assumed an Atte

but in order to provide for a range of possible outcomes, the
ndance Adjustment ranging from 50 to 200

percent more visitor days.

12 ae discussed above, Local Visitors were defined in the Beacon Report as those visitors who were within driving
distance of the event. Therefore, the number of Spanish visitors to Valencia were assumed to be the best proxy for
Jocal visitors to San Francisco because Spain is relatively smaller geographically than the US, such that the majority
of Spanish visitors could drive to Valencia.

13 o s discussed above, in Valencia, exhibition matches attracted an average of 120,740 visitors, including {a) 40,029
foreign visitors and (b) 80,710 Spanish visitors. Therefore, figures in Row B above represent the assumed number
of exhibition matches x 80,710 foreign visitors per match. Errors are due to rounding.

14 Ao discussed above, it is assumed that a Defender Seties of 3 syndicates would requite 15 days to complete (the
Challenger Series in Valencia with 12 syndicates took place over 37 days). It is also assumed that daily attendance
at a Defender Series would be similar to the 28,266 visitors per day in Valencia, including (a) 5,956 Non-Local
visitors, and (b) 22,270 Local Visitors. Therefore, the figure shown in Row C above is equal to 15 x 22,270, Error
due to rounding. -
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Government Funded Infrastructure

The Beacon Report estimates that direct spending for government funded infrastructure to be
$100,000,000. The Budget and Legislative Analyst recommends adjusting this figure to the total
"net direct costs to the City of San Francisco discussed above of $47,426,927 miilion (shown in
Table 2 in the Host City and Venue Agreement Section of the report as the subtotal of direct
costs). The Budget and Legislative Analyst finds this to be a reasonable assumption because the
estimated cost includes all new spending by the City for infrastructure as well as additional
consultant costs.

The estimated expenditure of $47,426,927 million is significantly less that the expenditures in
Valencia of $3,237,800,000. This is primarily due to various governmental agencies in Spain
using the 32" America’s Cup to provide massive improvements to and development around the
Port in Valencia City. Contributions to such costs were provided by a combination of
government agencies which entered into intra-governmental agreements fo create the “Valencia
Consortium” which was the primary entity charged with executing the intended public works
projects. In addition to contributions from the Valencia Consortium, many governmental entities
contributed individually including (a) the government of the Region of Valencia, (b) the Central
Government of Spain, (c) the City of Valencia, and (d) the City of Gandia (a city within the
Region of Valencia).

Although there would be regional, state, and national benefits to bringing the 34™ America’s Cup
to San Francisco, none of the costs to be incurred by the City of San Francisco are currently
anticipated to be shared with neighboring or overlapping governmental entities.

Media

The Beacon Report estimates $25,644,760 for expenditures by the media, or approximately the
same as the $25,700,000 expended in Valencia. The Budget and Legislative Analyst notes that
media presence is likely to be driven by audience interest in sailing, which would unlikely to be
unchanged due to the venue. Therefore, the Budget and Legislative Analyst considers estimated
media expenditures of $25,644,760 to be reasonable. '

Super-Yachts

Typically a number of super-yachts, defined as those yachts in excess of 150 feet in length,
arrive to attend the America’s Cup regattas. The Beacon Report estimates $11,280,566 in
spending from super-yachts, which is $28,119,434 less than the $39,400,000 super-yacht
expenditure in Valencia. The Beacon Report adjusted the Valencia super-yacht spending
downward to account for the fact that Valencia is on the Mediterranean Sea, and therefore much
closer to home port of many super-yachts. The Budget and Legislative Analyst finds this
adjustment to be reasonable, and therefore agrees with the estimated spending of $11,280,566.
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Other

The Beacon Report estimates $6,647,941 in other spending, including (a) $5,000,000 in
spending from local boat owners and ferry companies, (b) $997,871 in side trips to San
Francisco for visitors to nearby attractions such as Napa County, and (c) $650,070 in extended
visits for visitors to San Francisco for reasons other than the America’s Cup, but choose to
extend their visit 1o attend the event. Due to the relatively small impact of such other spending,
an analysis of the assumptions and methodology was not provided. The Budget and Legislative
Analyst disagrees with the inclusion of side trips and extended visits because the spending of
such visitors is already accounted for in the Local and Non-Local Visitors methodology above,
which is based on the raw attendance data in Valencia which included any side or extended trip
visitors. Therefore, the Budget and Legislative Analyst uses an adjusted figure of $5,000,000 for
all scenarios.

Tax Impacts Resulting From Projected Spending

The Beacon Report estimated that hosting the 34™ America’s Cup in San Francisco would
generate $23,926,984 in taxes to the City including (a) $12,414,895 in Hotel Tax, (b) $8,328,286
in Payroll Taxes, and (c) $2,304,167 in Retail Sales Tax. The Controller’s Office of Economic
Analysis (OEA) noted three issues with the estimates above:

1. Parking Tax is omitted, and can be estimated at $1,703,000

2. Payroll Tax should be adjusted (a) downwards by 30%, to account for expenditures on
benefits which are not taxable, and (b) further downwards by 15% to account for the
Payroll Tax exemption for small businesses.

3. The General Fund receives 80% of sales tax, and 20% of parking tax (with the MTA
receiving the remainder).

Table G below presents the estimated taxes, including adjustments in accordance with OEA’s
comments above, which would be generated under the same scenarios presented in Table D
above.

Table G: Estimated City General Fund Tax Revenue

Resulting from Hosting 34th America’s Cup

Category Beacon Report | Low Scenario Base Scenario High Scenario
Hotel Tax $12,414,8935 $8,574,845 $10,855,633 $14,889,541
Payroll Tax 8,328,286 3,422,597 4,332,960 5,943,070
Sales Tax 3,183,803 2,199,021 2,783,930 3,818,427
Parking Tax 1,703,000 1,176,245 1,489,110 2,042,457
Total $25,629,984 $15,372,708 $19,461,633 $26,693,494
Less MTA Proportion 1,999,161 1,380,800 1,748,074 2,397,651
General Fund Tax Benefit $23,630,823 $13,991,908 $17,713,559 $24,295,843

Legislative Analyst calculations.

Source: Beacon Report, Parking Tax estimated by the Controller’s Office, scenarios are based on Budget and
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The first coluron presents the Beacon Report results (plus OEA’s recommended addition of
Parking Tax), with the remaining columns determined by calculating the proportion of each tax
as a percent of total spending in the Beacon Report, then multiplying that percent by the adjusted
total spending figure.

Therefore the resulting probable range of taxes to the City is estimated to be between $15.4 and
$26.7 million. ‘
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Office of the Mayor

e : ) Gavin Newsom
City & County of San Francisco . :

MEMORANDUM

TO: President David Chiu, Board of Sup 'vis_ors
Members, Board of Supervisorf 4§ .

FROM: Mayor Gavin Newsom =
" DATE: September 28, 2010

RE:  Term Sheet for Hosting the 34™ America's Cup in San Francisco

In February of 2010, in Valencia Spain, BMW ORACLE Racing, sailing for the Golden Gate
Yacht Club (together, the “Team™), won the 33" America’s Cup. As the Defender of the America’s Cup,
they have the right and duty to organize the 34™ America’s Cup. The Team has indicated that three '
locations are under consideration to host the 34" America’s Cup (the “Event”) — two in Europe and San
Francisco. The Team plans to create an “Event Authority” to oversee the Event in accordance with the
Protocol for the 34® America’s Cup, a copy of which is attached hereto as Exhibit A (the “Protocol™),
 after the location for the Event is finalized, ' _

Hosting the Event in San Francisco would generate significant public benefits for the City
including (i) providing a catalyst for the repair, improvement and productive reuse of certain City piers
. in prime locations along the City’s central and southern waterfront that are currently in such a state of .
grave disrepair that there is no other viable plan to pay for the needed repairs and (if) generating an
enormous, amount of jobs and economic development in a very short period of time, including over
9,000 jobs and more than $1.4 billion of new economic activity. A copy of a detailed analysis of the
potential economic benefits of hosting the Event in San Francisco, completed by the Bay Area Council

Economic Institute and Beacon Economics, is attached hereto as Exhibit B.

The Team has indicated a significant interest in hosting the Event in San Francisco because of
the beautiful backdrop, predictable winds, world-class visitor amenities and enormous spectatorship
opportunities that the natural marine amphitheater of the San Francisco Bay offers. In order to provide
the Team with reasonable assurances regarding a number of important issues, including the venue plan,
key financial terms, sponsorship opportunities, schedule and event logistics, City staff has negotiated a
Term Sheet with the Team for endorsement by the Board of Supervisors. :

The key provisions of the Term Sheet are as follows:
L. Venue Plan. As shown on the Venue Plan, attached hereto as Exhibit C, the physical facilities

for the Event will generally stretch from Pier 28 to Pier 50, with varying periods of use and occupancy
ranging from a few months to a few years. The most intensive uses are at Piers 30-32 and Pier 50. Piers

b D Cartton B, Goodlett Piace, Room 200, San Francisco, California 941024641






30-32 will be the main public access and visitor area as the “live site,” with interactive hospitahty and
viewing facilities. Pier 50 will Serve as the main “base” for each of the teams competing in the Event.

Fvent uses also will occur at Pier 28, area around Pier 38, Sea Wall Lot 330, Pier 48, and certain
areas around Sea Wall Lot 337. Media covering the Event will be hosted in Pier 28. During peak
penods Sea Wall Lot 330 will host additional visitor serving activities. Temporary berthage for large

“super yachit” vessels traveling to see the Event will be accommodated in the vicinity of Pier 38, and
will take advantage of the proximity to the new Brannan Street Wharf waterfront park currently in pre-

construction. A temporary Interational Broadcast Center will be sited, as needed, on surface lots in the
 vicinity of Sea Wall Lot 337. In addltmn portions of Pier 80 may be used for various support functions
related to the Event.

One of the key benefits of this venue plan is that, because it is so centrally located, downtown A
San Francisco can serve as the “America’s Cup Village”, providing the hotel rooms, restaurants, retail
shops, cultural attractions and other amenities, including a vast pubhc transit system, needed to serve
approximately two million new visitors.

2. Key Financial Terms. From the beginning; the Team acknowledged that a major public
subsidy for the Event of the type being offered by the potential Buropean venues (purportedly in the
hundreds of millions of dollars) was impracticable. Instead, the Team has consistently sought (i) free
land to support the facilities nécessary to host the Event and (ji) reasonable assurances regarding
corporate sponsorship and fundraising.

Because many of the sites within the venue plan reguire significant improvements (including
Piers 30-32 and 50 in particular) totaling in excess of $150 million, the Term Sheet contemplates
granting long term development rights to Piers 30-32 and 50 and Sea Wall Lot 330 (the “Legacy Sites”)
to the Event Authorlty, together with the proceeds of tax increment financing from such sites (through
the formation of an Infrastructure Financing District (“IFD™)). Over time, the land value from the
Legacy Sites - after they are improved by the Event Authority - and the IFD proceeds from the Legacy
Sites have the potential to reimburse the Event Authority for the cost of the Team’s mvestments in
infrastructure related repairs and improvements. The Event Authority, or its designees, and the Port
would enter into a long term (66-75 years), rent-free lease of the Legacy Sites (the “Event Lease™), after
the completion of all required environmental review and governmental approvals related to the Event.
To the extent development rights currently exist for the Legacy Sites, such rights wonld be included in -
the Event Lease. To the extent the Event Authority may seek to change such development rights, or to
the extent such rights do not yet exist, any further development rights would be subject to separate
environmental review and governmental approvals; but in any event the Event Authority would control
the Legacy Sites for the entire term of the Event Lease and could choose to host multiple America’s Cup
Events before proceeding w1th longer term development optlons

While the direct financial benefits to the City of hosting even a single Event are enormous, and-
the costs of repairing the Legacy Sites exceed their fair market value, hosting the Event will have short-
term impacts on the Port’s revenues, primarily in the form of lost parking and month-to-month lease
revenues. To mitigate these impacts, the Port and the City could enter into an MOU pursuant to
Proposition D, adopted in 2009, under which a portion of the net revenues paid directly to the City
because of the Event would be re-directed to the Port to offset those revenue losses.



3. Sponsorship Opportunities. Hosting the Event in the United States in general, and San
Francisco Bay in particular, offers unique and potent corporate sponsorship and fund raising
opportunities for the Event Authority. In order to provide the Event Authority with reasonable
assurances that these opportunities will be fully realized, an America’s Cup Organizing Committee
(“ACOC™), comprised of local and national civic and corporate leaders, has been formed. In addition,
an Honorary America’s Cup Organizing Committee (“HACOC”), comprised of governmental leaders,
has also been formed. A list of the current governmental members of the HACOC is attached as Exhibit
D. The ACOC will'work with Event Authority to raise at least $270 million for the Event.

4. Schedule. The City will meet the following schedule regarding the Event;

e Qctober 2010-October 2011 — Complete all studies and documentation to support
‘ environmental review and permitting for the Event. On a parallel course and during that

same period, the Port and the Event Authority will finalize the terms of the long term
Event Lease documents that will permit all of the uses related to the Event and any
currently approved longer-term development uses for the Legacy Sites.

e November 2011 — Present long term Event Lease, environmental review documentation
and permits for approval.

= December 2011-December 2012 — Complete mfrastructme zmprovements

e 2012 -~ Pre-regatta. : :

e Spring 2013 - Commence balance of Event.

At the election of the Event Authority and depending, in part, on how many times the Event
Authority elects to defend the America’s Cup in San Francisco, the Event Authority and the City may
separately negotiate and finalize further long term development rights for the Legacy Sites under the
Event Lease, subject to whatever separate environmental review and governmental approvals are
required.

‘ Citj staff has facilitated extensive public outreach regarding the Event. As a result, a number of
regulatory, environmental and local community organizations have already pledged support for the
Event and wiil play important roles in meeting the schedule set forth above, including the following:

State of California — both the State Legislature (SCR124) and Governor Schwarzenegger
Port of San Francisco

Recreation and Parks Commission

Bay Conservation and Development Commission
Metropolitan Transportation Commission

San Francisco International Airport

Golden Gate National Recreation Area

The Bar Pilots Association

The Water Emergency Transit Agency

The San Francisco Maritime Commerce and Bay Council
The Sierra Club

Save the Bay

Environmental Defense Fund

Planning and Conservation League of California

¢ ¢ ®© ¢ o ¢ & ©
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e (Clean Water Action CA

® Golden Gate Audubon Society

CA League of Conservation Voters

San Francisco Convention and Visitors Bureau
The San Francisco Chamber of Commerce
'The Bay Area Couneil

@ e o

5. Event Logistics. Hosting more than two million people in San Francisco for the Event will
require extensive coordination and planning. Fortunately, the City has extensive experience bringing
large numbers of visitors to San Francisco and San Francisco Bay in connection with events like Fleet
Week. Accordingly, the Term Sheet describes the City’s commitment to work with other governmental
agencies to coordinate a number of key activities, including securing the race course, promoting the
Event, and coordinating transportation and security.
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Protocol for the 34% America’s Cup
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SAN FRANCISCO

MEMORANDUM
November 23, 2010

TO: MEMBERS, PORT COMMISSION
Hon. Redney Fong, President
Hon. Kimberly Brandon, Vice President
Hon. Ann Lazarus

FROM: Monigque Moyer ﬁ/p ’ '

Executive Direct

SUBJECT: Resolution approving the Host City and Venue Agreement among the City,
the America's-Cup Event Authority and the San Francisco America's Cup Organizing
Committee for the 34™ America's.Cup, authorizing and urging the Mayor or his designee

and the Port to execute the Host City and Venue Agreement; and authorizing the _
Executive Director of the Port and such other City officials as appropriate to take such

steps and execute such additional agreements as are consistent with the Host City and
Venue Agreemert to bring the 34" America's Cup to the San Francisco Bay

DIRECTOR’S RECOMMENDATION: Approve Attached Resolution

SUMMARY ‘ : :

Port staff is requesting approval of a Host City and Venue Agreement (the "HCA") ~ a
binding agreement setting out the Parameters under which the City through the Port
Commission agrees to host the 34" America’s Cup race (together with related activities,
the “Event”) scheduled for September 2013. The HCA contemplates an Event held
primarily on the Port's Central Waterfront with Pier 28, Piers 30-32, Seawall Lot ("SWL"),
330, Pier 48 and Pier 50 as the primary venues of the Event (Exhibit A shows the location
of proposed Event venues). The HCA would result in costs of $43 million to the Port
excluding dredging costs with the Port awarding (a) long term, zero rent leases for Piers
30-32 and Pier 50 and (b} the lease or sale of SWL. 330, both in consideration for $150
million in investment by the America’s Cup Event Authority (the “Authority”) in Piers 30-32
and Pler 50, with breakwaters at each location (the “Authority Infrastructure Works”). The
HCA is subject to fiscal feasibility review and approval by the Board of Supervisors (the
HCA is attached as Exhibit B). ' '

The Authority and City staff also agreed to request fiscal feasibility approval from the
Board of Supervisors of a second option, involving the use of Piers 19-29 as venues in lieu
of Pler 48 and Pier 50 (the “Northern Waterfront Alternative™), and to analyze this option as
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an alternative pursuant to the California Environmental Quality Act (“CEQA”). In response
to a request from the Board of Supervisors, Port staff, in consultation with the City Office of
Economic and Workforce Development (the “OEWD”), has developed commercially
reasonable terms of an HCA to support this analysis (the “Northern Waterfront HCA”
attached as Exhibit C). While Authority representatives conducted initial due diligence on
the Northern Waterfront Alternative, they did not have time to complete this analysis prior
to deadlines set for the City to submit its bid to host the Event.

The Northern Waterfront HCA would result in costs of $15.8 million to the Port with the
Port awarding long term leases for Piers 30-32 and SWL 330 on commercially reasonable
terms plus rent credits in consideration for $55 million in investment by the Authority in Port
~ property. '

Port staff supports the City's bid to host the 34™ America’s Cup in San Francisco at Port
venues and recommends Port Commission approval to forward both the HCA and the
Northern Waterfront HCA to the Board of Supervisors for its considerati.on.

BACKGROUND

In February of 2010, in Valencia Spain, BMW Oracle Racing, sailing for the Golden Gate
Yacht Club (together, the “Team”), won the 33" America’s Cup. As the Defender of the
America's Cup, they have the right and duty to organize the 34" America’s Cup. The
Team has worked with City staff to develop parameters for San Francisco to bid for and, if
selected, host the 34" America’s Cup. The Team has formed the America’s Cup Event
Authority, LLC (the “Authority”) to oversee the Event in accordance with the Protocol for
the 34" America’s Cup, after the Team finalizes the location for the Event.

The Team has solicited bids from San Francisco and an undisclosed ltalian port to host the |
Event. Team representatives have negotiated the terms of the City’s bid with City staff
over the past four months. '

Exhibit C of the HCA describes the proposed locations of the various functions associated
with hosting the 34™ America's Cup. The primary sites proposed for the event derive from
an assessment by the Team of the proposed race course, team facility requirements, and
areas that enable the public to readily view and enjoy race events and festivities. Other
piers and Port properties would house support functions. The period of use of these
facilities for the 34™ America’s Cup Event would vary according to each function from a
minimum of 6 months to a maximum of 3 years. ‘ -

On October 5, 2010 the San Francisco Board of Supervisors approved Resolution 465-10
endorsing a non-binding Term Sheet outlining the City's and Team’s commitments
regarding a potential San Francisco based Event. Since that time City staff has negotiated
the HCA that comprises the City’s bid for hosting the Event and conforms to the major
terms of the Term Sheet. On November 9, 2010 the HCA was introduced at the Board of
Supervisors for analysis by the Budget Analyst and consideration by the Supervisors. The
HCA contemplates an Event to be held primarily on the Port's Central Waterfront with
Pier 28, Piers 30-32, SWL 330, Pier 48, and Pier 50 as the primary venues of the Event.
The San Francisco America's Cup Organizing Committee, a recently formed nonprofits
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corporation, also would be a party to the HCA and would have the obligation of raising $32
million to assist the City and the Port in paying for certain of the costs of the Event.

in conjunction with introduction of the HCA on November 9, 2010, a letter from the Golden
Gate Yacht Cub was submitted indicating the Team's willingness to consider the option of
conducting the Event on the Port's Northern Waterfront (the "Northern Waterfront
Alternative”). In response to this letter, and a request from Supervisor David Chiu, Port
staff has developed terms of a Northern Waterfront HCA which substitutes Piers 19-29 as
the primary event viewing location and removes Piers 48 and 50 as sites to host the event
and provides for the Authority to receive long-term development rights on Piers 30-32 and
SWL 330 on commercially reasonable terms.

Unlike the HCA. the Northern Waterfront HCA has not been reviewed or approved by the
Team. ‘

HOST CITY AGREEMENT

Unless revised to mitigate environmental impacts of the Event and subject to completion of

environmental analysis under the California Environmental Quaiity Act (CEQA), the HCA

will govern the respective rights and obligations of the Authority, the City and the America’s

Cup Organizing Committee if the 34™ America’s Cup Event is held in San Francisco. It

identifies a use program, financial terms and many operational details of the Event. The

highlights of the agreement, focusing on the affects of the HCA on Port property, are
summarized below.

Use Program :
The HCA envisions an Event held on the Port's Central Waterfront using facilities there to

host the public and support venues of the Event with the Authority leasing Pier 28,

Piers 30-32, SWL 330, Pier 48, and Pier 50 as the primary venues of the Event. Piers 30-
32 would be the primary event viewing venue for the public, Pier 28 would be used for
team hospitality and parking venues, SWL 330 for the media center and parking, and Pier
48 for offices and storage for the Authority and affiliates. Pier 50 would be made available
to the racing teams as their industrial bases — where they would store their racing yachts,
equipment and work on their boats. The water area between Piers 30-32 and 38 is
designated for water-side viewing. ‘

The Port would also make available portions of Pier 80 for use in America’s Cup World
Series Pre-regattas (in 2011 andfor 2012), to berth USA 17 for public viewing ( the
BMW/Oracle yacht that won the 33 America’s Cup), operation of temporary heliport, race
operations during the event and temporary facilities during the construction of venues at
other locations. '

The HCA also identifies facilities that will be made available for shorter periods coinciding
with stages of the Event. During those periods, the Port will make available the Brannan
Street Wharf, and on-shore and on-the-water spectator areas along the Por{ waterfront.
Portions of SWL 337 (or surrounding areas) also will be licensed (at the Authority’s
election), as will exclusive use of Pier 38 (or like facility), the water area between Pier 32
and Pier 38 (or the water area between Pier 14 and Pier 22°%)], Pier 40 and Pier 54.
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Portions of Pier 80 will be leased as early as September 2011. Spectator vessels
including super yachts would berth in the water basin between Piers 30-32 and Pier 38 or
alternate between Piers 14 and 22%.

Table 1 below summarizes the proposed locations and uses:

Table 1: HCA Venue Locations and Uses

Location Event Use

Pier 28 Team' & Sponsor hospitality

Piers 30-32 Race viewing platform

Brannan Street Wharf o Race viewing

| Pier 38 (or similar pier) . Super yacht center

Piers 32 — 38 water area o Super yacht mooring

SWL 330 - | Media center

Pier 40 | TBD

Pier 48 . , Team offices & storage

Pier 50 Team industrial bases

Pier 54 ' T8BD

SWL 337 TV compound

Pier 80 Berthing of USA 17
Temporary heliport
Temporary facilities during construction
Staging of Pre-regattas

Infrastructure Obligations

As part of the HCA, both the City and the Authority have infrastructure obligations to
perform. The City’s obligations on Port property include the completion of the Brannan
Street Wharf (including the demolition and removal of Pier 36) and the dredging of the Bay
floor in the water basin between Piers 30-32 and Pier 38 to a depth of five meters
(approximately 16 feet) to accommodate super yachts. Alternately, if the parties agree, the
City can dredge the water basin between Pier 14 and Pier 22%. Additionally, the City has
the obligation to remove Sheds A, B, C, and D from Pier 50 as soon as possible following
certification of an Environmental Impact Report.

The Brannan Street Wharfis a fully funded project previously approved by the Port
Commission and in the final stages of environmental review. Port staff estimates the cost
of removing the Pier 50 sheds at approximately $8,645,000. The Port Maintenance
Division occupies Pier 50 Shed D and approximately 150,000 square feet of improved land
surrounding the shed. Port staff estimates the cost of vacating Shed D and moving the
Maintenance Division to another location at approximately $16 miilion.

Port staff estimates the cost of dredging the Piers 30-32 — Pier 38 water basin at
approximately $16 million. Dredging to this depth in this area also adds $3.8 million to the
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costs of removing Pier 36 because it necessitates the removal of a large concrete caisson
that supports the pier. But for the proposed dredging to accommodate the Event, this
caisson would be left in place below the mudline. '

The Authority has the obligation to complete, at its own cost, pile replacement,
substructure strengthening and deck repair at Piers 30-32 and Pier 50. The Authority is
responsible for constructing Event related infrastructure such as breakwaters and repaiting
other Port facilities to be used in the Event. Consultants to the Authority estimate the cost
of Piers 30-32 and Pier 50 repairs at $105.5 million and breakwater construction at $36.4
million, totaling $141.9 million. In the HCA, the City estimates that the Authority will
expend $150 million (or more) in hard and soft costs on Port assets, with a provision to
“true up” these investments at the 60% design stage, subject to independent Port
verification. If, at “true up” actual investments are estimated to be less than $150 million,
then the long development rights and/or the financial terms of the subject agreements will
be reduced accordingly. It should be noted that this investment does not include any
“vertical” building improvements used for the Event on these site. Alf vertical development
costs are the responsibility of the Authority. ‘

Financial Terms .

Under the HCA, the Authority will have the rights to lease all short and long term venues
described above at no cost. The Authority has the rights to lease long term venues

(Piers 30-32, SWL 330, Pier 28, Pier 48 and Pier 50) for the duration of the run-up to the
Event (following certification of an environmental impact report, currently projected to occur
by the beginning of 2013) until six months after the Event concludes. The Port is required
~ to deliver the facilities free of tenants. The leases on these venues may be extended for
future America’'s Cup events at the immediate option of the Authority. During the Event,
the Port will make available the Brannan Street Wharf and the on-shore and on-the-water
spectator areas for the Authority’s exclusive use. Piers 30-32, SWL 330 and Pier 50 will
be subject to long-term leases and development rights discussed below, regardless of
whether the Team wins the 34" America’s Cup or the Authority elects to host future
America's Cup races in San Francisco.

Long Term Development Rights

To enable the Authority to recover the $150 million it is obligated fo invest in Port
infrastructure at Piers 30-32, Pier 50 and the breakwaters, the City would enter into
disposition and development agreements (DDAs) under which it would award the Authority
long term development rights to SWL 330, Piers 30-32 and Pier 50. Long-term
development is proposed on Piers 30-32 and SWL 330 after all Event and subsequent
Defense races, if any, have concluded, and the Authority has completed environmental
analysis of its proposed development.

Piers 30-32 and SWL 330 are designated in the Port's Waterfront Land Use Plan as a
maritime mixed use development opportunity area. Based on current Port policy and site
requirements, Piers 30-32 and SWL 330 are viable for the America’s Cup races and
related activities, and for subsequent long-term development. Pier 50 is a more
challenging development site because it is reserved for maritime activities under the Port's
Waterfront Land Use Plan, it has not been the subject of public, long-range planning
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efforts,'and it is subject to the San Francisco Bay Conservation and Development |
Commission’s (‘BCDC") 50% fill rule (see permitting discussion below).

The long term development rights take the form of 66 year leases at Piers 30-32 and Pier
50 and the 75 year lease or fransfer of title of SWL 330 to the Authority. Under Senate
Bill 815 (2007), SWL 330 is free of public trust land use restrictions until 2094. The HCA
- would obligate the City to use best efforts to permanently lift the public trust designation
from SWL 330 and subsequently transfer title of SWL 330 from the City to the Authority.
The leases and transfer will be free of all rent, and free of all financial participation in
profits earned from economic activity at these sites, including subsequent sales or
transfers of the leaseholds or title. The City would relinquish its rights to negotiate the
uses of these sites pursuant to proprietary lease terms (but would retain its zoning
“authority). Under the HCA, long-term uses must be consistent with the public trust, as
determined by either the California State Lands Commission or the California legislature.
Additionally the HCA allocates the tax increment bonding capacity of these sites to the
Authority, obligating the Port to issue long-term Infrastructure Financing District ("IFD”)
bonds leveraged against the Port's properties at Piers 30-32 and Pier 50 and the
transferred property at SWL 330 and delivering all net bond proceeds thereof to the
Authority or its successor. Repayment of such IFD bond proceeds would be made from
taxes levied on the Authority’s development and use of Piers 30-32 and Pier 50 and SWL
330 and paid by real property and possessory interest taxes generated at these sites. The
Port would retain IFD collections attributable to the bonds’ debt service coverage for its
own use.

FISCAL ANALYSIS OF PORT-RELATED CiTY OBLIGATIONS

Revenue Loss

The HCA allows the Authority rent free use of a number of Port facilities. Using the current
rent rolls and the timeframes specified in the HCA, Port staff's best estimate of rent loss
during the period of the Event is $13,284,934 (shown on Table 2 below). Displacing
maritime tenants at Pier 50 and the disruption of break bulk cargo activities at Pier 80 will
lead to the loss of berthage and dockage fees from the Port’s maritime operations; Port
staff estimates the maritime revenue loss at $699,329. Based on the long term

: development rights for SWL 330, Piers 30-32, and Pier 50 the expected permanent Port
rent loss is anticipated at $3,140,350 annually.

As discussed further below, to protect the Port's balance sheet and credit rating, Port staff
has proposed a binding agreement between the Port and the Controlier to provide
payment in lieu of this lost rent, net of any increases to Port revenues attributable to the
Event. The resolution pending at the Board of Supervisors approving the HCA .
contemplates such an agreement.

The Port is obligated to deliver these venues free of the existing 46 tenants. In order fo
deliver these venues, the Port will need to embark on a process of relocating tenants,
paying unamortized tenant improvements performed by tenants, evicting tenants and

- paying any necessary litigation and settlement costs. Currently only one tenant — Westar
Marine Services — has a lease that would require tenant relocation payments, estimated at
$275,000. The Port is likely to have to expend $1.5 million for negotiated relocations

B




and/or éett!ementsfevictions with other Port tenants. Payment for previously approved but
unamortized tenant improvements are estimated at $500,000.

Table 2: Port Rent Impacts from HCA Venue Leases

Facility # of Annual Venue Lease Term | Tofal Event
Tenants Rent under HCA Rent Loss
December 31, 2012 -
Pier 28 13 $414,958 | June 30, 2013 $ 414,958
December 31, 2011 -
Pier 48 5 $1,724,463 | June 30, 2013 $3,448,927
December 31, 2011 - .
Piers 30-32 1 $802,104 | June 30, 2013 $2,406,312
December 31, 2011 -
SWL 330 1 : $559,512 | June 30, 2013 $1,678,536
December 31, 2011 -
Pier 50 26 $1,778,734 | May 31, 2013 $5,336,202
Total 46 $5,279,771 ‘ $13,284,935

Notes: Based on the current Port rent roll. Tofal Event rent joss based on timing of the venue leases
from HCA Exhibit C including assumption that Port leases would ferminate three months before
commencing the Venue Lease and Port could re-lease the facility three months affer the Venue Lease
term ends, except for parking leases. '

Port Bonding Capacity _ ,

While the annual revenue loss during the Event is estimated at $5.3 million, several of the
properties listed in Table 1 will be returned to the Port following the Event for rental by the
Port. Piers 30-32, Pier 50 and SWL 330 will be retained by the Authority (as discussed
above) resulting in a permanent rent loss to the Port of approximately $3,140,350 per year.
This $3.1 million in annual permanent rent loss amounts to approximately 40% of the

~ future annual Port operating surplus. The Port's FY 2010-2011 Capital Plan designates
this ongoing annual surplus to pay debt service on future Port revenue bond issuances
currently contemplated for issuance in FY 2011-2012. This permanent rent loss would
likely reduce the Port's ability to issue approximately $43 million in future revenue bonds
for Port capita! projects. :

Delivery of Infrastructure Works

The Port-related infrastructure obligations under the HCA will require significant efforts and
expenditures by the City. The preparation of Pier 50 as an Event venue includes clearing
all tenants, relocation of the Port Maintenance Division and dermolition of Sheds A, B, C
and D. These efforts will need o begin immediately following certification of an
Environmental Impact Report to accomplish these tasks on the time line of the Event. The
Port's costs to deliver such infrastructure obligations are estimated at $25.8 million
including $811,850 of financing costs.

As discussed below, the resolution approving the HCA before the Board of Supervisors
contemplates the use of Certificates of Participation or other City financing (rather than
Port revenue bond debt) to finance these costs.

Other Port Costs



As outlined above the Port will undertake a number of tasks for the City to host the Event.
These activities include permitting, tenant relocation, and capital/infrastructure projects.
Currently Port staff time related to these activities is estimated at $606,372. As shown on
Table 3, the anticipated total of all costs cutlined above to fund the Port-related Ctty

- obligations in the HCA is apprommateiy $43 mmion

Table 3: Summary of Port-Related C_lty Costs

Capital
Pier 50 Readiness
Maintenance facility move $15,953,905
Space planning consuitant _ $125,000
Shed demolition (A-D) $8,645,650
Tenant relocation - Westar $275,000
Subtotal - capital $24,999,555
Other Costs :
Tenant Relocation, Cianms and Setilements $1,500,000
Unamortized Tenant Improvements : $500,000
Loss of Maritime Revenue . $699,329
Loss of Venue Rents $13,909,710
COP Financing Costs . 811,850
Staffing $606,372
Subtotal - other $18,027,261
Total ' $43,026,816

Note: Excluding all dredging costs as discussed befow. Venue rent l0ss includes use of short term venues.

Valuation of Development Rights
The Port commissioned a study from real estate economics consultant BAE Urban

Economics (BAE) to assess the value of long term development rights proposed in the
HCA. BAE analyzed the value of long term rights on three sites (Piers 30-32, SWL 330,
and Pier 50 ) and generated scenarios for the value of these sites by examining the sites’
cutrent revenue potential to the Port, as-is usage of the sites after the event and long term
development of each site to its highest and best use. In order to assess the value of the
long term development rights proposed in the HCA, Port staff generated a “most likely”
development option based on BAE’s analysis of value. This “most likely” development
scenario is simply a guess by Port staff as to how the sites would be used in the near and
long terms. It does not represent any vision by the Authority or negotiation of uses with the
Authority. As described above, the Authority, in its sole discretion, would determine the
proposed uses of the long term development sites, subject to a public trust consistency
determination by the California State Lands Commission or the Cah’r’orn;a Legislature.

The Port staff's “most likely” scenario (as contemplated by the rights enumerated in the

HCA) includes sale of SWL 330 in 2014, 10-year interim leasing of Piers 30-32 for parking
~and tmproved development pads, and industrial sheds and land uses at Pier 50 (as
allowed in Section 7.1(b) of the HCA). After 10 years, Port staff estimate that Piers 30-32
- and Pier 50 would become sites for long term development. This 10-year horizon-allows
for subsequent America’s Cup events to be hosted in San Francisco. Based on BAE's
assessment of highest and best use, Port staff estimate that Piers 30-32 would be
developed as a mixed use site with office, retail and passenger cruise terminal uses. Port
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staff estimates that Pier 50 would be developed into a trust-consistent hotel resort facility.
BAE noted that this use is contingent on the repeal of portions of the City’s Proposition H
(1990) to allow creation of hotel uses on a specific pier such as Pier 50. Long term
development will allow the Authority to capture IFD bonding capacity, a further economic
benefit to the Authority under the HCA."

Based on Port staff's “most likely” development scenario, it is expected that the long term
development rights would generate $33 million in proceeds from the sale of SWIL. 330 and
annual lease payments ranging from $4.5 to $6.9 million. Upon completion of long term
development, IFD bonds estimated at $33.8 million could be issued bringing the total value
of these sites to the Authority of $126 million net present value. Measured against the
$150 million in investment in Port facilities, the Authority would realize a negative $30
million net present value (based on a 7 percent discount rate) — equivalent fo a 5% return
on the Authority's investment in Port infrastructure. :

ECONOMIC IMPACTS

Hosting the Event in San Francisco would generate significant public benefits for the City,
generating an enormous number of jobs and economic activity in a very short period of
time. In order to understand the potential economic impact, the City commissioned a
detailed analysis of the potential economic benefits of hosting the Event in San Francisco®.
The Economic Impact report estimated that the Event would aftract approximately 3 million
local visitor days and over 600,000 visitor days from outside the region. The Event is
expected to generate the equivalent of 8,840 jobs and more than $1.4 billion of new
economic activity for the region. The Event is expected to generate nearly $85 million in
local and state taxes and more than $24 million to the City's General Fund.

Port staff analyzed the Event's potential effects on Port revenues. The Economic Impact
report forecasts an increase in visitor serving industries equivalent to a 5% annual
increase in revenues. Assuming that Port visitor serving revenues would increase 5 to 10
percent (assuming that tourist venues along the Port including Fisherman’s Wharf would
disproportionally draw a greater volume of visitors than the City as a whole), the Port’s
percentage rents in tourist related businesses including maritime excursions, restaurants
and parking, would increase $850,000 to $1.5 million. 1t should be noted that the Port's
variable tourist revenues accrue disproportionately on the Northern Waterfront. The HCA
contemplates an Event in the Central Waterfront; however, an Event launched from the
Northern Waterfront would most likely increase this estimate of ancillary revenue to the
Port.

Revenues at other Port maritime tenants will likely increase as well. Port tenants such as
the Bar Pilots, Bay and Delta tractor fugs, and Westar Marine Services will likely benefit

! Port staff judges that after a period of interim leasing, the Authority will exercise. its long term development
rights. Though the *as-is” scenario shows higher annual rent, the tax increment bonding capacity, available
only after development, makes this blended scenario the highest value scenario.

2 A detailed analysis of the potential economic benefits of hosting the Event in San Francisco, “America’s
Cup: Economic Impacts of a Match on San Francisco Bay” was completed jointly by the Bay Area Council
Economic Institute and Beacon Economics and issued in September 2010,
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from increased ship traffic on the Bay. For example, the Team anticipates as many as 70
farge yachts could visit the San Francisco Bay to follow the Event. Such yachts may
require the services from the Port's tug boat fleet during daily berthing operations on racing
" days. Certain of the yachts (and other vessels attracted or required by the Event), might
require the San Francisco Bar Pilots to assist them into and out of the Bay. The Port’s
tenants offering yacht and boating services such as the St. Francis Boatyard and the BAE
systems ship repair facility will likely benefit from the needs of an increased volume of
small boaters and the larger yachts sailing in the Bay. Likewise, the dredging required to
moor the various Event vessels will employ many of the dredging companies throughout
the Bay. Port staff also anticipates increased demand for marina services at the
Recreation and Park departmént's San Francisco Marina, the Redevelopment Agency’s
Pier 40 Marina, Pier 39's Marina, the St. Francis Yacht Club, the Golden Gate Yacht Club,
the Bayview Boat Club, the Mariposa Boat Club and the Port's Hyde Street Harbor.
Likewise, Port staff anticipate a surge in excursion and water transportation services which
will likely benefit the Port's sports fishermen, water taxi operator and ferry operators such
as Red & White Fleet, Blue & Gold Fleet, Hornblower Yachts, Golden Gate Ferry, and
Alameda Ferry. Port staff hopes that hosting the Event will attract additional passenger
cruise itineraries resulting in ongoing benefits to the Port and the City.

Finally, the Event is expected to direct new cargo to the Port for import and export. Boats
are usually transported to the race location by ocean-going cargo vessels, meaning
possible new cargo for the Port's Pier 80 Omni terminal.

Though the Port does not collect participation rents from most maritime tenants, the
increased demand for their services will help the overall health of maritime industries and
the demand for Port properties. The Port will experience increased percentage rents (as
discussed above) from excursion operators as well as Port restaurants, retail stores and
parking lots. '

NORTHERN WATERFRONT VENUE OPTION

Pier 50 in the Port's Central Waterfront is currently used for maritime uses. Pier 50 houses
the Port's central maintenance facility with over 100 Port employees and 20 craft shops,
and the home of Westar Marine, a harbor services business. Both uses were relocated
from Pier 46 to Pier 50 to facilitate the development of the San Francisco Giant's ballpark.

* Use of Pier 50 for the Event would create a competing maritime situation that wouid
require the costly relocation of these uses in a very short period of time.

The City and Port staff has proposed to the Authority an alternate scenario, the Northern
Waterfront Alternative, which would shift the Event to the Port’s Northern Waterfront with
public venues from Piers 19 northward through Piers 29 (Event venues are shown on
Table 4 below). The primary Port venues would be Pier 27, Piers 30-32, Pier 28, and SWL
330. Piers 19, 23 and 29 would be available to support the primary venues. Piers 30-32
would host the Team’s industrial bases with support uses located at Pier 28 and SWL 330.
The yacht mooring would likely shift from the Piers 32 - 38 water location to the Piers 14 -
22V, water location. Pier 48, Pier 50 and Pier 54 would no tonger be included for use by
the Authority for the Event. All Northern Waterfront leases (Piers 19, 23, 27 and 29) would
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be for short duration‘— no more than 6 months of active use for most northern venues. The
water basin between Piers 14 and 22} could be either for short or long term use.

Table 4: Northern Waterfront Alternative Venues and Possible Uses

| Location | Event Use
Pier 19 ‘ Team storage
Pier 23 | Team offices & storage
Pier 27 Team & Sponsor hospitality and race
viewing platform
Pier 29 ‘ Media center
| Pier 28 . Team & Sponsor hospitality
Piers 30-32 Team industrial bases
Brannan Street Wharf Race yacht viewing
Piers 14-227% & water area ‘ Superyacht center & mooring
SWL 330 TV compound, parking
Pier 80 _ Berthing of USA 17
Temporary heliport
- | Temporary facilities during construction
Staging of Pre-regattas :

Pier 27 currently is used by the Port as a secondary cruise terminal to receive cruise ships
that cannot be accommodated at the Port's main cruise terminal at Pier 35, Pier 27 has the
~ longest berth (about one-quarter of a mile long) in the Port’'s Northern Waterfront.

Accordingly, the Port is planning to improve this facility as its primary cruise terminal,
because it is increasingly difficult to serve today’s large cruise ships at Pier 35, which is
detériorating. ‘ '

To accommodate this Northern Waterfront Alternative, the Port would accelerate the
design and site preparation for the Pier 27 Cruise Terminal project. The Event would
either use the site in advance of the construction of the cruise terminal or be the first user
of the core and sheill of a new cruise terminal building. During race events, Pier 27 could
not be used fo receive cruise ship calls.

The Port would provide Venue Leases at no cost to the Authority. However, both the Port
and Authority’s infrastructure obligations would diminish as compared with the current HCA
— neither the demolition of the Pier 50 sheds nor the relocation of the Port Maintenance
‘Division would be required of the City. Neither the Pier 50 infrastructure investment nor
the breakwater investment would be required of the Authority®. The Authority would be
required to demolish portions of the Pier 27 shed and temporarily move shoreside power
installations at Pier 27. The Authority would also be allowed to demolish portions of the

® According to America's Cup Race Management CEO and Regatta Director, the selection of AG72
catamaran yachts for the Match makes the construction of breakwaters unnecessary.
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Pier 29 shed* consistent with Secretary of the Interior's Standards for the Treatment of
Historic Properties, if it chose to open the eastern portion of the Pler for viewing. The Port
would be required to accelerate its Pier 27 Cruise Terminal and increase its short term
funding of the project by $6.5 million.

The Authority would still be required to invest approximately $47 million in Piers 30-32 and
7.5 million in Pier 27. In order to recover these investments the Authority would receive
long term development rights at Piers 30-32 and SWL 330. However, to reflect the
significantly lower invesiment in Port facilities, these rights would take the form of long
term development leases® on commercially reasonable financial terms with a rent credit
reflecting the Authority’s infrastructure investment (currently estimated at $55 million). This
structure, which largely reflects the terms of the Exploratorium development lease at Piers
15-17, offers the most flexibility to complete the needed improvements in the Northern .
Waterfront and allows the Authority to equitably recover its investments in Port facilities.

As shown on Table 5, the Northern Waterfront Alternative would reduce the Port's rent loss
to $6,711,685. Beyond lost rent, under this Northern Waterfront Alternative, the Port is
likely to expend $1.5 million for tenant relocations and settiements and to incur staff and
finance related expenses. Based on the long term development rights for SWL 330 and
Piers 30-32 the expected permanent Port rent loss is anticipated at $1,395,606 annually.
The overall cost estimate of Port-related City expenditures in this Northern Waterfront
Alternative is $15.8 million (shown on Table 6). ‘

Table 5: Port Rent Loss —‘Northern Waterfront Alternative

Facility # of Annual | Venue Lease Term | Total Event
Tenants Rent under HCA Rent Loss
Piers 30-32 1 $802,104 | 2078 (66 years) $2,406,312
SWL 330 1 $559 512 | 2087 (75 years) $1,678,536
Pier 28 ‘ 16 December 31, 2012 - ' '
$414 958 | June 30, 2013 $414,958
Piers 18-23 21 December 31, 2011 -
$819,900 | August 31, 2012 $1,024,875
Pier 27 5 January 1, 2013 -
$1,134,538 | October 1, 2013 -
Pier 29 13 December 31, 2011 -
' $593,502 | June 30, 2013 $1,187,004
Total 57 $4,290,524 $6,711,685

Notes: Based on the current Port rent roll. Total Event rent loss based on timing of the venue leases '
from HCA Exhibit C (based on moving similar use facilities to the Northern Waterfront} including
assumption that Port leases would terminate three months before commencing the Venue Lease and
Port could re-lease the facility three months after the Venue Lease terrn ends, except for parking
leases.

“ The historic integrity of the portion of the Pier 29 shed that intersects with Pier 27 has been compromised
and inay be treated differently under the Standards for Treatment of Historic Properties.

* The Authority and Port would stifi jointly expiore transfer of SWL 330 if it reflects the best way to develop
this site and maximizes the public trust values.
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Table 6: Port-Related City Costs — Northern Waterfront Alternative

item Cosis

Cruise Terminal Shortfall $6,500,000
Cther Tenant Relocation Costs:

Claims and Settlements $1,600,000
Loss of Venue Rents $6,711,685
Cost of Issuance $811,850
Staffing ' $290,072
Total ’ $15,813,607

RECOVERY OF PORT COSTS

Without question, there are numerous benefits of hosting the Event in San Francisco and
at certain of the Port's facilities. The specific benefits and costs to the Port have been
enumerated above. A significant portion of the benefits will accrue to private entities
throughout the City that, in turn, will remit revenues to the City's general fund.

Notwithstanding the foregoing, the terms of the HCA will require significant City capital
investment and will result in substantial fost rent to the Port. In the estimation of Port staff,
the Port cannot finance the proposed City capital improvements with Port revenue bonds,
because the projects will not increase Port revenues. Likewise, due to its existing and
planned debt issuances required for the Pier 27 Cruise Terminal and other approved
capital projects, the Port cannot reasonably absorb $16 million in lost rent over a 2 year
period. The Port and OEWD staffs have discussed proposed solutions fo address these
issues. The proposed resolution approving the HCA states: '
“(k? The City has identified potential financial impacts to the Port of hosting the

34" America’s Cup and a range of potential solutions, including using Charter Section 4
B7.320 to offset race-related, net short-term rent reductions to the Port, financing the costs
of Pier 50 site preparations and relocation of the Port's maintenance facility with City
certificates of participation, and City financing for waterfront improvements to offset
reductions in the Port's revenue bond capacity, subject to the review and approval of the
Capital Planning Committee, the Mayor and the San Francisco Board of Supervisors, as
applicable; and”

Charter Section B7.320 states:

(a) The Mayor may submit to the Board of Supervisors for approval a
memorandum of understanding or other form of interagency agreement
between the Port Commission and another department or departments of the
City and County, approved by the Port Commission by resolution, that
requires the department(s) to expend funds or to transfer funds to the Port
Commission, or requires the Port Commission to fransfer funds to the
department(s).

(b) If the Board of Supervisors approves the interagency agreement by
resolution, the City and County shall appropriate funds sufficient to fund the
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expenditure or transfer until such time as the agreement expires, or is
terminated by the Port Commission and other departmental parties, subject
to the approval of the Mayor and the Board of Supervisors by resolution.

Accordingly, Port staff will submit to the Mayor and the Controller a proposed
Memorandum of Understanding (“MOU") for their consideration providing that the City will
make payments in-lieu of rent for the Venue sites, net of any increased rents realized by
the Port as a result of the Event. Such a binding MOU will provide the necessary certainty
to existing bondholders that the Port's revenues will be stable.

Port staff has also met with the Controiler and the Director of Public Finance to seek their
recommendations as to the most practical means of financing City capital costs, including
Pier 50 site preparation and moving the Port's maintenance facility, assoc&ated with the
HCA.

CALIFORNIA ENVIRONMENTAL QUALITY ACT AND PERMITTING

The HCA, while a binding agreement, contemplates that the Event, site preparation
activities, and the venue leases will be subject to analysis pursuant to CEQA. The HCA
acknowledges that the City may elect, in its sole discretion, a different alternative with
lesser environmental impacts, or to pursue no project (i.e., not hold the Event). The HCA
permits either the City or the Authority to terminate the HCA prior to entering the Venue
Lease with no penalty to either party.

Under the terms of the HCA, CEQA costs for analyzing the Event will be borne by the City.
These costs are expected to be reimbursed by the America’s Cup Organizing Committee
from private fundraising. OEWD will lead the City's CEQA effort, with technical support
from City Planning, Port staff and consultants.

Pursuant to the HCA, CEQA must be completed no later than twelve months after the
Authority has provided the City with sufficient information to prepare the “project”
description required for CEQA review. This is an extremely aggressive schedule for a
CEQA review of this complexity. '

Since the Authority Infrastructure Works contemplated under the HCA involves.

construction of two breakwaters, as wel! as the potential use of federal property for race

viewing, the project will likely require concurrent review under the National Environmental
Policy Act ("NEPA").

Due to the proposed in-Bay construction, numerous additional permits and reviews will be
* required from state and federal agencies including the U.S. Army Corps of Engineers, the
National Qceanic and Atmospheric Agency, U.S. Fish and Wildlife Service, U.S.
Environmental Protection Agency, the Bay Area Regional Water Quality Control Board,
California Department of Fish and Game, and the San Francisco Bay Conservation and
Development Commission. Consistent with the practice of the San Francisco Public
Utilities Commission with its Water System Improvement Project, Port staff recommends



that the City facilitate this permitting with cooperative agreements with each of the subject
agencies. :

Port staff notes that CEQA/NEPA review and related permitting would be substaritially
simplified by limiting the review to one preferred option, instead of two. In particular, if they
are not needed for race purposes, as represented to City staff by the America’s Cup Race
Management, eliminating the breakwaters from the project description would also
substantially simplify the environmental analysis. City staff has conveyed these
recommendations to the Team.

Under the HCA, the Authority is responsible for environmental review of fong-term
development at Piers 30-32, SWL 330, and Pier 50 before the Porf will be obligated to
enter those long-term agreements. Under CEQA review for each long-term development,
the City may also elect, in its sole discretion, a different alternative with lesser
environmental impacts, or to pursue no project.

Long-term development at Pier 50 is fikely to be complicated by the application of the
BCDC 50% fill rule and BCDC'’s water-dependent use restrictions that currently regulate
the site. The 50% fill rule requires that future development of the site must set aside half of
the site area for public open space or, alternatively, removal of half of the pier to create
open water. The water-dependent use restrictions do not permit visitor-serving
commercial uses that are otherwise permitted by the public trust. Changing these rules
will require an amendment to the BCDC Bay Plan. .

POLICY ANALYSIS OF HCA AND NORTHERN WATERFRONT ALTERNATIVE

As described above, City staff has spent 4 months negotiating the Term Sheet and HCA
that form the basis of the City’s bid to host the 34" America’s Cup. While the decision of
where to host the Event is in the sole discretion of the Team, indications are that if the City
" approves the HCA, San Francisco is likely to win its bid. The economic benefits of hosting
the Event to local and regional businesses and workers will be substantial, and will help
stimulate the region’s recovery from the recent recession. '

Fiscal analysis of the proposed HCA indicates that hosting the Event will require
substantial public investment. The required public investment would be substantially lower
in the draft HCA for the Northern Waterfront Alternative that staff has shared with, but has
not been approved by, the Team. Port staff does not know whether the Northern
Waterfront Alternative would be acceptable to the Team as a bid in lieu of terms in the
HCA.

Port staff offers the following policy analysis to assist the Port Commission, the Board of
Supervisors and the Mayor in their respective deliberations:
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HCA -

Pros

Pier 28, Piers 30-32, SWL 330, Pier 48, and Pier 50

Transforms an entire segment of the City's Central Waterfront from Pier 28 to Pier -

- 50;

Requires $150 million in private investment in Piers 30-32, Pier 50 and adjacent
breakwaters,

Focuses fransportation and other race-related impacts in a single area of the
waterfront, where existing residents historically welcome private development;

- Generates substantial tax increment financing that the Mayor and the Board of

Supervisors may, in their sole discretion, dedicate to publicly-oriented waterfront
improvements;

Repurposes Pier 50 several decades before market forces would likely trigger
relocation of existing Port uses;

" Provides a Space Plan that has been vetted and approved by the Team, and

Brings new demand for services to all of the Port’s ma{itime fenanis.

Requires substantial City investment, particularly at Pier 50, that will not yield direct
financial benefits to the Port;

Necessitates relocation of the Port's Pier 50 Maintenance Facility (including over
100 employees and 20 craft shops) and valued marltzme tenants that carry out the
Port's public frust mandate;

Results in significant rent losses to the Port, which will likely need to be backf lled
by the City; :

Incorporates breakwaters, which may not be needed for race-related purposes and
are likely to complicate environmental review and permitting;

Denies the City a role in negotiating uses of the subject long-term development
sites on a proprietary basis;

Proposes development at Pier 50 without the benefit of public planning and requires

an uncertain BCDC Bay Plan Amendment to permit development of more than haif
of Pier 50; and
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s Includes zero-rent lease terms that do not include standard Port provisions for
participation rent and participation in subsequent sales and leasehold refinancings.

HCA - Northern Waterfront Alternative — Piers 19-29, Pier 28, Piers 30-32, SWL 330
Fros

s locates race viewing activities closer to where races are rﬁost likely to be held
(between the Golden Gate and Pier 27); ‘

e Focuses visitor traffic in an area of the waterfront that has substantial existing retail
and hospitality;

» Requires the relocation or eviction of fewer Port tenants and does not necessitate
moving the Port’s Maintenance Facility,

» Reduces rent losses to the Port that will likely have to be backfilied by the City;

« Requires only those City investments that the City was planning to undertake
pursuant to its adopted Capital Plan (i.e., the Pier 27 Cruise Terminal) which will
have a long-term benefit to the Port;

« Uses a portion of the Authority’s required infrastructure investment to close the
existing financing gap for the Pier 27 Cruise Terminal;

« Simplifies environmental review and approvals by eliminating the proposed
breakwaters and the Pier 50 substructure work from the proposed plan;

s Brings new demand for services to ali of the Port's maritime tenants.

Due to lower upfront investment by the Team:

« Includes commercially reasonable long term lease terms including a rent credit
feature that are comparable to other Port development projects like the

Exploratorium,;

s Permits the City to negotiate uses of the subject siteé and to remove the public trust
from SWL 330 only in consideration for a substantial benefit to the trust; and

» Permits the use of tax increment bond proceeds by either the City or the Authority,
at the discretion of the Mayor and the Board of Supervisors.

Cons

o Lowers the amount of private investment in the Central Waterfront by a factor of
almost 3;



« Restits in less tax increment that can be used to construct publicly-oriented
improvements to the waterfront; ' '

« Involves a Space Plan that has not been thoroughly vetted by the Team and has -not
been subject to significant public review for Event purposes;

» Requires aggressive shortening of the project timeline for thé Pier 27 Cruise
" Terminal; :

« Increases potential impacts to the Port’s cruise business before and during the race;
and

» Focuses traffic in ah already congested area of the waterfront.
HCA DREDGING OBLIGATION

Un.der HCA Section 6.1, the City is obligated to perform dredging of the area between Pier
32 and Pier 38 or between Pier 14 and 22%, if the parties agree, to a depth of 5 meters.
The Authority originally estimated the cost of this dredging at $2 million.

Port staff completed its preliminary review of dredging costs under the HCA for these sites
and estimates that: :

1. Dredging the area from Piers 30-32 to Pier 38 to a depth of 5 meters will cost from
$14-18 million; or - -

2. Dredging the area between Pier 14 and 224 to a depth of 5 meters will cost $28-36
million. ' ‘

There will be undetermined mitigation costs for either location. The area between Piers 14
and 22% is approximately 1.75 times the area between Piers 32 and 38. Port maintenance
staff reports that when the piers between Pier 14 and 227 were removed, the supporting
piles were removed (except for concrete piles that used to support the marginal wharf).
However, there is more likely to be residual creosote in the sediment in the areas of the
former piers. Thus any cost savings due to easier dredging are likely to be offset by more
expensive dredge spoils disposal costs.

The next recommended step to refine these cost estimates is to perform a hydrographic
survey of the subject areas.

Under the proposed HCA Section 6.1(b), dredging costs are a City responsibility. The need
for this dredging is related to berthing super yachts, which is part of the business model for
‘Event organizers and contributes to increased demand for the services of Port maritime
tenants. '

After consulting with City finance experts, Port staff does not see a practical City debt
instrument to finance dredging costs on this order of magnitude. Neither the General Fund
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nor the Harbor Fund seems like an appropriate source of funding for costs of this
magnitude.

Port staff recommends shifting this dredging cost to the Authority under both the HCA and
the Northern Waterfront Alternative HCA. _

NEXT STEPS FOR HCA, BID & AWARD

Affer the Port Commission’s consideration at its special meeting on November 30, 2010,
the Board of Supervisor's Budget & Finance Committee is scheduled to consider the HCA
at its regularly scheduled meeting on December 8, 2010. The full Board is scheduled fo
consider the HCA and make findings of Fiscal Feasibility and Responsibility under Chapter
29 of the Administrative Code at its regularly scheduled meeting on December 14, 2010. If
the HCA is approved by the Port Commission and the Board of Supervisors and the
accompanying City Resolution is signed by Mayor Gavin Newsom, the HCA wilf be
submitted to the Team as the City's official bid. City staff expects a decision from the Team
regarding the selection of a host city by December 31, 2010. If San Francisco is not
selected, the HCA will terminate. If, after conducting CEQA, the parties do not negotiate
mutually agreeable terms of Venue Leases, the HCA can be terminated by either party
without liability, except for the City’s obligation to indemnify the Authority for any claims by
Port tenants. - '

If San Francisco is selected, Port staff will return to the Port Commission to report on
staffing and contract needs required to execute the Port’s role under the HCA.

The HCA and Northern Waterfront HCA set forth the basic elements of the Team's
proposed venues and uses if the City is selected as the host city for the Event, and the
economic parameters and other fundamental terms that will serve as the basis for
negotiating detailed Venue Leases and DDAs that will provide the basis for the Legacy
Leases and the Transfer Agreement, following further CEQA review of development on the
properties subject to the DDAs, with the understanding that the Event will continue to
evolve throughout the public review process. The HCA and Northern Waterfront HCA are
subject to completion of environmental review of the Event, including a full range of
appropriate alternatives and mitigation measures for the Event in its entirety under CEQA.
The HCA and Northern Waterfront HCA may be subject to further changes in the course of
public review of the Event during the extensive approval processes that will follow CEQA
review and in response to other City, Port, and public concerns that may arise, and is
limited to the uses currently proposed by the Team, and does not cover all potential uses
for the VVenues, which the Port may consider in the course of the approval processes. The
HCA and Northern Waterfront HCA may be amended to reflect any subsequent proposal
to change the uses, the mix of uses, the intensity of development, or other fundamental
terms, subject to Port Commission review and additional CEQA review, if the changes
have not already been analyzed. The HCA and Northern Waterfront HCA are not intended
to be, and will not become, contractually binding until CEQA review is complete. ‘



RECOMMENDATION

The 34" America’s Cup offers an opportunity to create a one-of-a-kind maritime

experience, even in a city that already hosts a diverse and colorful mix of maritime uses

along the Port waterfront. If San Francisco is selected as the host city, the Event would

provide an extraordinary public access opportunity along the Port's waterfront. The

proposed race course wolid be a unique venue, providing viewing areas surrounding its

. entirety forthe public to experience the excitement of the sail boats and the exhilaration of
the various races, as well as appreciate the beauty of San Francisco Bay. -

Port staff recommends shifting the dredging costs under Section 6.1 of the HCA to the
Authority, and forwarding both the HCA and the Northern Waterfront HCA as amended to
the Board of Supervisors for its consideration. Prior to Board action, City staff will further
explore the Authority’s willingness to enter into the Northern Waterfront HCA.

Prepared By: ' Jonathan Stern, Asst. Deputy Director, Waterfront
Development Projects
Brad Benson, Special Projects Manager

Attachments:
Exhibit A: Venue Location Map
‘Exhibit B: Host City and Venue Agreement
Exhibit C: Northern Waterfront Host City and Venue Agreement
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WHEREAS,
WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

. PORT COMMISSION :
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. 10-73

Charter Section B3.581 empowers the Port Commission with the authority.
and duty to use, conduct, operate, maintain, manage, regulate and control
the lands within the Port jurisdiction; and

In February 2010, BMW Oracle Racing, sailing for the Golden Gate Yacht
Club (together, the "Team"}, won the 33" America’s Cup in Valencia, Spain; -
and

The Team, as Defenders of the America’s Cup, has the right and duty to
organize the 34" America’s Cup and related activities (the "34™" America's
Cup Event"), and has created an Event Authority for purposes of organizing
the Event; and :

Hosting the 34" America’s Cup Event in San Francisco would generate
significant public benefits for the Port and the City, including: (i) the repair,
improvement and productive reuse of certain Port piers along the Port's
Central Waterfront that are currently in a state of disrepair; (i) the generation
of significant new jobs and economic development in a very short period of
time, including over 8,840 jobs and more than $1.4 billion of new economic
activity, as projected in an economic impact analysis jointly completed by the
Bay Area Council Economic Institute and Beacon Economics in September
2010; and (iii} substantially increased public access to the waterfront, new
opportunities for people to view and enjoy the San Francisco Bay and an
extraordinary showcase for the Bay to the world; and

On October 5, 2010, by Resolution 465-10 (File No. 101254), the Board of
Supervisors approved a Term Sheet that outlined the basis for the City, the
America’s Cup Organizing Committee (the "ACOGC"), and the Event Authority
to negotiate a Host City and Venue Agreement for the 34" America's Cup;
and

Consistent with the Term Sheet, City staff has negotiated a Host City and
Venue Agreement with the America’s Cup Organizing Committee and the
America’s Cup Event Authority (the “Authority”) and has presented the
agreement to the Port Commiission for approval, and a copy of the
agreement is on file with the Port Commission Secretary and is hereby
declared to be a part of this Resolution as if set forth fully herein (the "Host
Agreement”); and

Under the Host Agreement, the Team and the Authority will continue to
assess and analyze information to determine the final type and placement of
facilities and infrastructure necessary to host the 34" America's Cup Event,
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

and will work collaboratively with the City to further refine the plans for the
34" America's Cup Event that do not materially increase the obligations or
liabilities of the City or the Port and are necessary to accomplish the Event

contemplated by the Host Agreement; and

The Team and the Authority currently are evaluating Piers 19-29 in
combination with Piers 30-32 as an alternative Event location that may be
preferred by the City, as further described in a letter dated November 8, 2010
from Stephen Barclay on behalf of the America's Cup Event Authority and
Golden Gate Yacht Club; and

City staff has drafted a Host City and Venue Agreement as amended for the
Northern Waterfront Alternative described in the accompanying staff
memorandum dated November 23, 2010 and a copy of the draft agreement
is on file with the Port Commission Secretary and is hereby declared to be a
part of this Resolution as if set forth fully herein (the “Northern Waterfront
HCA™); and '

Port staff has conducted substantial economic analysis of the impacts on the
Port under both the Host Agreement and the Northern Waterfront HCA and
has recommended that dredging costs under both alternatives be shifted to
the Team should a host city agreement be approved; and

The City will undertake environmental review under the California
Environmental Quality Act ("CEQA”) of the 34™ America's Cup Event and
facilities and will work with the Team as well as experts and the public to
develop a thorough environmental analysis that will inform both the design
and placement of the 34™ America's Cup Event and facilities, and the City
and the Team intend the 34" America's Cup Event and facilities to be models
of green, sustainable technology and event planning; and

The Venue Leases (and licenses) and the disposition and development
agreements ("DDAs"), Legacy Leases and Transfer Agreement
contemplated in the Host Agreement will be subject to later discretionary
approvais by the Port Commission and the Board of Supervisors, following
completion of environmental review of the Event under CEQA; and

Under Section 1 of the Host Agreement, the Host Agreement will terminate if
the City is not selected as host city for the 34™ America's Cup Event except
for the City’s obligation to indemnify the Team against claims of the City's
tenants; and under Section 2 of the Host Agreement, the Host Agreement will
terminate without liability to any Party (except for the City's indemnification

- obligations) if the Parties otherwise are unable to reach agreementon a

variety of contingencies, including if environmental review under CEQA
would require unacceptabie modifications to the Event or other terms of the
Host Agreement; and
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WHEREAS,

WHEREAS,

RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

In accordance with Chapter 29 of the Administrative Code (Findings of Fiscal
Feasibility and Responsibility), the City will conduct a financial feasibility
study at such fime as the project components are better defined through the
process contemplated by this Resolution; and

That the Port Commission hereby supports the defense of the 34" America’s
Cup to be held in San Francisco, and, now therefore be it

That the Port Commission, together with Mayor Gavin Newsom and with the
support of the entire city family, will do everything possible to secure a San
Francisco venue suifable for the hosting of the 34th America’s Cup Event on
the San Francisco Bay, and, be it further

That the San Francisco Port Commission affirms its support for the City's
efforts to bring the 34th America's Cup Event to San Francisco; and, be it
further

That the City will conduct environmentat review of the 34th America’s Cup
Event under CEQA and nothing in this resolution implements any approvals
or facilities for the 34™ America's Cup Event, or grants any entitlements to
the Event Authority, nor does adoption of this resolution foreclose the
possibility of considering alternatives to the proposal, mitigation measures or
deciding not to grant entitiement or approve or implement any actions to
construct necessary amenities for the 34th America’s Cup Event after
conducting appropriate environmental review under CEQA, and while the
Host Agreement and Northern Waterfront HCA identify many of the essential
terms of a proposed transaction between the Event Authority and the City, it
does not set forth all of the material terms and conditions of a project
proposal; and, be it further

That the Port Commission hereby authorizes staff to forward both the Host
Agreement and Northern Waterfront HCA to the Board of Supervisors for
consideration, with the recommendation that dredging costs under any
agreement it approves assigns the costs of any required dredging for the
Event to the Authority and authorizes the Executive Director, to enter into
and perform the Port's obligations under either the Host Agreement or
Northern Waterfront HCA, if approved by the Board of Supervisors; and, be if
further

That direction to Port staff to forward the HCA and Northern Waterfront HCA
to the Board of Supervisors for consideration and authorization for the Port
Executive Director {o enter into the HCA or Northern Waterfront HCA, as
approved by the Board of Supervisors, as set forth above, do not commit the
Port Commission to approvai of final Venue Leases or DDA, or
implementation of the HCA or Northern Waterfront HCA, or grant any
entitiements to the Team, nor does the HCA or Northern Waterfront HCA, if
approved by the Board of Supervisors, foreclose the possibility of considering
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alternatives to the HCA and Northern Waterfront HCA, mitigation measures,
or deciding not to grant entitlements or approve or implement the HCA and
Northern Waterfront HCA, after conducting appropriate environmental review
under CEQA, and while the HCA and Northern Waterfront HCA identify
certain essential terms of a proposed.agreement with the Port, it does not
- necessarily set forth all of the material terms and conditions of any final
Venue Leases or DDAs; and, be it further

RESOLVED, That the Port Commission will not take any discretionary actions committing
- the Port to implement the HCA or Northern Waterfront HCA, and the
provisions of the HCA and Northern Waterfront HCA are not intended and
will not become contractually binding on the Port unless and until the Port
Commission has reviewed and considered environmental documentation
prepared in compliance with CEQA for the Event and negotiated and
approved final Venue Leases and DDAs; and, be it further

RESOLVED, That the Port Commission hereby authorizes and urges the Executive
. Director to take such steps and enter into any additions, amendments or

- other modifications to the Host Agreement or Northern Waterfront HCA as -
they, in consultation with the City Attorney; determine are in the best
interests of the City, do not materially increase the obligations or liabilities of
the City or the Port except those obligations or labilities that are offset by a
commensurate benefit to the City or the Port and are necessary or advisable .

. to bring the 34™ America's Cup to San Francisco Bay and effectuate the
purpose and intent of this Resolution, and further ratifies such actions that
the Executive Director may undertake within the scope of this authority
before final adoption of this Resolution, except for the Venue Leases and the
DDAs, Legacy Leases and Transfer Agreement contemplated in the Host
Agreement and the Northern Waterfront HCA, which all will be subject to
later discretionary approvals by the Port Commission and Board of
‘Supervisors, as applicable, following applicable CEQA review.

I hereby certify that the foregoing resolutiob was adopted by the San Francisco Port

Commission at its meéting of November 30, 2010.
L LG CR
Secretary
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VENUE LOCATION MAP

/LB
A=

: MM‘MN% ;:6
O 72







AC34 Host and Venue Agreement
November 9, 2010

34T AMERICA’S CUP HOST CITY AND VENUE AGREEMENT

This 34th America’s Cup Host City and Venue Agreement (“Agreement”), dated
November 9, 2010, is entered into by and among the City and County of San Francisco, a
municipal corporation (the “City”), the San Francisco America’s Cup Organizing
Committee, a corporation organized under the California Public Benefit Non-Profit
Corporation Law (“the Committee”), and the America’s Cup Event Authority, LLC, a
limited Hability company organized under the laws of California (the “Authority”). The
City, the Committee and the Authority are collectively referred to as the "Parties” and
individually as a "Party."

RECITALS

A. The competition for the America’s Cup, first held in 1851 at Cowes, England, is
one of the oldest international sporting competitions and the world’s premier yacht racing
event. The Golden Gate Yacht Club of San Francisco (*GGYC™) won the 33rd
America’s Cup match in Valencia, Spain on February 14, 2010 and is now trustee under
the Deed of Gift dated October 24, 1887, between George L. Schuyler and the New York
Yacht Club, as amended by final decisions of the Supreme Court of the State of New
York (the “Deed of Gift”), governing the silver cup won by the yacht America in the first
America’s Cup competition. Under the Deed of Gift, GGYC is entrusted with the
organization of the 34™ America’s Cup (“*AC34” or the “Event”).

B. GGYC has received and accepted the challenge of Club Nautico di Roma of
Rome, Italy (“CNR™), and GGYC and CNR entered into The Protocol Governing AC 34,
‘dated September 9, 2010 and executed September 13, 2010 (together with all
attachments, schedules and appendices to thereto, and any amendment or any
replacement protocol that governs AC 34, the “Protocol”).

C. GGYC and CNR have appointed the Authority, per Article 4 of the Protocol, to
organize and manage AC34, in association with America’s Cup Race Management
(“ACRM™). GGYC intends to select a venue for AC34 on or before December 31, 2010
and has authorized the Authority and ACRM to assist it to receive proposals and
negotiate terms with prospective interested venues as part of the selection process.

D. The City wishes to host AC34 including certain of the America’s Cup World
Qeries Pre-regattas, the America’s Cup Challenger Series, the America’s Cup Defender
Series (if held) and the Match. The Committee has been organized and exists for public
and charitable parposes to foster national and international amateur sports competition in
accordance with Section 501(¢c)(3) of the Intemal Revenue Code of 1986, as amended,
and particularly to assist in securing and conducting AC34 in. San Francisco, California
and intends to qualify as such a tax-exempt organization. The Committee wishes to
support and facilitate the City’s hosting of AC34, including through assisting in the

*Complete copy. of document
located in File No. 101259



AC34 Host and Venue Agreement
As of November 23, 2010

34™ AMERICA’S CUP HOST CITY AND VENUE AGREEMENT
As Amended for Northern Waterfront Alternative

This 34th America’s Cup Host City and Venue Agreement (“Agreement”), dated
November 9, 2010, is entered into by and among the City and County of San Francisco, a
municipal corporation (the “City™), the San Francisco America’s Cup Organizing
Committee, a corporation organized under the California Public Benefit Non-Profit
Corporation Law (the “Committee”), and the America’s Cup Event Authority, LLC, a
limited liability company organized under the laws of California (the “Authority”). The
City, the Committee and the Authority are collectively referred to as the “Parties” and
individually as a “Party.” ‘

RECITALS

A, The competition for the America’s Cup, first held in 1851 at Cowes,
England, is one of the oldest international sporting competitions and the world’s premier
yacht racing event. The Golden Gate Yacht Club of San Francisco (“GGYC”) won the
33rd America’s Cup match in Valencia, Spain on February 14, 2010 and is now trustee
under the Deed of Gift dated October 24, 1887, between George L. Schuyler and the New
York Yacht Club, as amended by final decisions of the Supreme Court of the State of ‘
New York (the “Deed of Gift”), governing the silver cup won by the yacht America in the
first America’s Cup competition. Under the Deed of Gift, GGYC is entrusted with the
organization of the 34" America’s Cup (“AC34” or the “BEvent”).

B. GGYC has received and accepted the challenge of Club Nautico di Roma
of Rome, Italy (“CNR”), and GGYC and CNR entered into The Protocol Governing
AC34, dated September 9, 2010 and executed September 13, 2010 (together with all
attachments, schedules and appendices thereto, and any amendment or any replacement
protocol that governs AC34, the “Protocol”). .

- C. GGYC and CNR have appointed the Authority, per Article 4 of the
Protocol, to organize and manage AC34, in association with America’s Cup Race
Management (“ACRM”). GGYC intends to select a venue for AC34 on or before
December 31, 2010 and has authorized the Authority and ACRM to assist it to receive
proposals and negotiate terms with prospective interested venues as part of the selection
process.

D. The City wishes to host AC34, including certain of the America’s Cup
World Series Pre-regattas, the America’s Cup Challenger Series, the America’s Cup
Defender Series (if held) and the Match. The Committee has been organized and exists
for public and charitable purposes to foster national and international amateur sports
competition in accordance with Section 501(c)(3) of the Internal Revenue Code of 1986,
as amended, and particularly to assist in securing and conducting AC34 in San Francisco,
California and intends to qualify as such a tax-exempt organization. The Committee
wishes to support and facilitate the City’s hosting of AC34, including through assisting in

*Complete copy of document
1 located in File No. 101259



America’s Cup 34
Fiscal Responsibility & Feasibility Study
December 1, 2010

FISCAL RESPONSIBILITY AND FEASIBILITY STUDY
34™ America’s Cup

1. Project General Description

The 34™ America’s Cup (FAC34” or the “Even ) is a multi-year international sailing event. It includesa
series of pre-regattas or “World Series” events at various locations around the world beginning in 2011
and running up to the Challenger Selection Series in the summer of 2013, a possible Defender Selection
Series and finally the Match (a best of nine series) in the fall of 2013.

In July of 2010, the BMW ORACLE Racing (hereafter referred to as the “Team™), winners of the 33"
America’s Cup in Valencia, Spain, awarded San Francisco the designation of the sole United States city
under consideration to host AC34. The City of San Francisco was invited to submit a bid for hosting the
Event in the form of a Host City and Venue Agreement (“HCA™). This is an analysis of fiscal
responsibility and feasibility of the HCA negotiated with the Team. Included is also a parallel analysis of
fiscal responsibility and feasibility for a Northern Waterfront Alternative to the HCA

As shown on the Venue Plan, attached hereto as Exhibit A, the physical facilities for the Eventare
expected to generally stretch from Pier 28 to Pier 50, with periods of use and occupancy ranging from a
few months to a few years. The most intensive uses are at Piers 30/32 and Pier 50. Piers 30/32 are
expected to be the main public access and visitor area, with interactive hospitality and viewing facilities.
Pier 50 is expected to serve as the main “base” for each of the teams competing in the Event.

As described in the HCA event uses are also anticipated at Pier 28, the area around Pier 38, Sea Wall Lot
330, Pier 48, and certain areas on Or adjacent to Sea Wall Lot 337. Media covering the Event are
expected to be hosted in Pier 28. During peak periods, Sea Wall Lot 330 could host additional visitor
serving activities. Temporary berthage for large “super-yacht” vessels traveling to see the Event could be
accommodated in the vicinity of Piers 14 to 22 or between Piers 30/32 and Pier 38, and could take
advantage of the proximity to the new Brannan Street Wharf waterfront park currently in pre-
construction. A temporary broadcast center is anticipated to be sited on surface lots in the vicinity of Pier
50. In addition, portions of Pier 80 may be used for mooring USA 17 (the vessel that won the 33"
America’s Cup), potential pre-regattas in 2011 and various support functions related to the Event.

City and Port staff has also proposed to the Authority an alternate scenario to the Team: the Northern
Waterfront Alternative. The Northern Waterfront Alternative would partiaily shift the Event to the Port’s
Northern Waterfront with public venues from Piers 19 northward through Piers 29. An alternative Host
City and Venue Agreement, with language specific to the Northern Waterfront Alternative, has been
submitted to the Board of Supervisors via Resolution by the Port Commission on November 30, 2010.
The primary venues for the Northern Waterfront Alternative are expected to be Pier 27, Piers 30/32, Pier
28 and SWL 330. Piers 19, 23 and 29 could also be used as support sites to primary venues. Piers 30/32
could host the Team’s bases, with support uses located at Pier 28 and SWL 330. The yacht mooring
would likely shift from the Piers 32-38 water basin to the Piers 14-22Y water basin. Pier 48, Pier 50 and
Pier 54 would no longer be used by the Authority for the Event. All Northern Waterfront leases {(Piers 19,
23,27 and 29) would be for short duration — no more than 6 months of active use for most northern
venues. The water basin between Piers 14 and 227 could be for either short- or long-term uses. In _
addition, portions of Pier 80 may be used for mooring USA 17, potential pre-regattas in 2011 and various
support functions related to the Event.

In either scenario, the Event is predicted to atiract a large number of spectators, culminating in a final

Match, which it is estimated will draw between 250,000 and $00,000 spectators Bay Area-wide, per day

*Complete copy of document located
in File No. 101259
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Memorandum
To:  Elaine Forbes, Jonathan Stern, Porf of San Francisco
From: Janet Smith-Heimer, Steve Muﬁahy, BAE
Date: 11/9/2010

Re: Estimated Value of Proposed America’s Cup #34 (AC34) “Legacy Leases”

Purpose

This memorandum estimate the value of long-term leases (called the “Legacy Leases” in the AC34
Term Sheet) for three Port of San Francisco properties, Seawall Lot 330 (SWL 330), Pier 30-32,
and Pier 50. The Port and City of San Francisco are considering offering these properties under
Jong-term (66 to 75 year) leases to the America’s Cup Event Authority or its nominee(s) (the
“Authority”) in exchange for a proposed package of infrastructure improvements with an estimated
cost of $150 million.

Summary of Findings

SWwi. 330

s Condominiums are the highest and best use for SWL 330 with the potential to generate a one-
time land sale payment to the Port of approximately $33.1 million or $132,000 per unit. Sale
of the site would require removal from the Public Trust.

» Development of rental housing would generate lower value than condominiums through long-
term lease payments to the Port. The net present value of a 75-year stream of ground lease
payments to the Port is estimated at $15.9 million.

o Ifno additional development is carried out at SWL 330 beyond improvements constructed as
part of the AC34 Event, the net present value of annual revenues from leasing these event
improvements and a parking 16t is estimated at $14.4 million over the 75-year period.

e [fthe site were to continue to be leased by the Port in its current condition, without any event-
related improvements, the net present value of annual revenues from the site over a 75-year
period would be $12.0 million.

Pier 30-32

e Pier30-32 remains entitled for a cruise terminal and mixed use development, including more
than 550,000 square feet of commercial space and a 100,000 square foot cruise terminal. This
project is not feasible based on current market conditions. When office and retail market

*Complete copy of document
located in File No. 101259

Bay Area Economics

Keadguarters  510.547.9380
1285 66th Street  fax 510.547.9388

San Francisco Bay Area Los Angeles Sacramento New York Washington, B.C. Emeryviile, CA 94608 bael@bael.com

bayareaeconomics.com






0107 ‘ST Joquia0a(
SISAJeUY JIWOU0DT JO SO

6GCTOT# W

Hoday u.umn_EH JILIOU0DT :DARRUIYY
JuolpSIe M UISYHON dn) s edlswy




‘paonpaJ aq Aew jJodsd Siy3 ul
- po3els S3s0d bmu Jo/pue Ssyjsusq pun4 jesauan) ayl ‘g4I 9Y1 01 PIMDAID JUSWDIoUL
xey Aadold ay3l Jo uonngLIsIp pue 19Al) auy3 uo buipuadaq sev.e Juawdoprspal
' JO 3pISIN0 anuaARJ xe) Ajadoud [pauswaioul aumded 03 Sjo0] [epueuly ale sq4I
*S1S00 a4nnJisedjul oy Ajoyiny ayy pue Al ay3 asinquiss 03 “1S93e| paulwlalep
2 0] Junowe ue Yyjm pajealtd sq 03 si P1IsIg bupueuly ainpnaseyur uy

“HodaJ siy ui pajepouw Jou si i ‘uondo siyy buipunoins
SopuIRRIUN dy1 Jo asnedag "s3500 buibpa.p buiunsse 1oy mmcmcuxm ul
‘uondo sy 1e ‘eunely e n_o_m>wm 0} Ema oY1 pajuelb si Ajouiny sy ‘uonippe up

ﬂ 'santadold asous uo pawaouad

| SI MOM 24nnJiseljul jeuonippe Ji ‘Sz pue 9z stald 03 sjybiu juswdojsasp

. WJ93-buoj Jo uoisnpul ay3 SI peduwl J1WOU0dD _ucm [eosty yim abueyd solew sy
. ‘(38 Joquisdaq.

U0 papuswie sem %u S,BOLIDWY Y] 10J YDH SARUISYY JUOLLDIBM USSUHON YL -
'PIET JOQUIDAON JO DARUIDYY JUOILSIRA UJBULION 1841} 343 pue Em&mm._m,q An

3S0H dnD s,eauswWy [eulblo 3yl uo Jodal Joeduw DIWIOU0DD Ue panss| Y30 UL

UOIPNPOAU]




— . joU3b0] paJtapisuod aJe Hod
pue pund jeiauan sy} USYM ‘Jjousq [edsy e pey aAey [[iM dno s,eouRWY
sy} bunsoy usyy ‘siseq anjeA Jussald 19N e uo ‘uoljiw ¢ cT$ usul

low A1D 8y} s19U Jey) JuswdolASp SB|qeus Sased| Wis)- -buoj oyl JI .

“JUSAS 3] Joye mw_tmn_o‘_a }i0d U0 juswdojpAsp
o2U3 uo mncmamm 10d 3y1 pue A1) ayj 0} oedwl [eosly sjewin syl e

_@ sjoedwy JUSAT MO PUEB pund [Blsusy) |10 ]
[Epasi] | | 100U 1I0d ([B10 1-aNS
c (821%) . S}S0Q) JUSAT peje|sy-Hod
o Siyeuag pue 1500 Lod
| G'v$ : 1oedw] pund jelausy) je1o1-ans
2 PACTE I N | mumoo wswipeda pund [ejeusy) Jeybiy
, L6183 | ‘ - BNUBASY XB | pund |eidusn) hmxmf

syjeusg pue S1So0 pun- \@mcmw
S}joudg PUE SISO JUDAT

UIES) SNUSASY XB| PesdX3 SISOD) JUSAT pund
|eJauan) quawdojpasg wa]-buo buipnppx3 -




- — | . sqol Em,cmE._mn_ G9/'T 938910 pinom JusLdo[RASpa. B} ‘UoIppe UT o

_ sey bupueuy a3eAud Jo dygnd oz "SIEdA U] JO 8Jl| [nJosn e m>m; ZS/0E Sdld

"JUSLUISOAUL JnonJisedul paainbal uoijjiw

. 6S$ 'S bcoﬁs,q 9} J9SHO Uey3 240w pinom juswdopasp siyy Aq pajelsusb
‘onjeA Aleuoisiana. ssesl-1sod pue ‘sanudnal ases| punodb pue xe} oyl e

| *24mny
mr_u ui ,mcmE._E 2sSINID asn- vmx_E e toaa:m pInod Ay} ‘pojenoual aie ASU 4T e

*Alunuoddo
Ajuo a3 aq 03 sseadde dny s,eapBWY U3 (WL 2J01S3J 0] PUNOS USD(

:ZE/0E 1o1d o

._mn_o_m>m_u
Jayjoue wolty uoesuadwod |exnuapl >=mzcmmmm c_ﬁn_o PIN02 10d 23 Juans
Ou sem aio43 JI Inq “PaJed Y3 doasp 03 ybu syl pajuelb S| AjoyIny syl e

"JUSWIISDAU] INJDNJISRIUL AU INOUIIM
Juswdoasp Eac_Eoucou 404 9|qeYNS 3q 0} PoABI[RY AlleIoudb S| 0EE TMS

J0EE 107 |[eMBIS o




ver B M
%lmy €918 5'9/% . sesey A0 [B10L
peEEE 2'0g% 7LGE S19SSy U0 [18101-0ng
(0°5es) {(0'553) 0°0% 1z%.4. 1B PEZIUOWR SHIPaJD WY JO AdN
SHpaID SH
2'6% 268 0'0% oM0d 01 3njeA Alruoisiansy 88881150 JO AdN
§ves 5yt 00g 5, SULIS | [BIOIBWIWIOY J2 HOd 0] 95887 pUNoIL) AJLIOUINY JO AdN
008 00% 0% ‘ 4,95 UBLIND U0} SLICOU| O JO AcN
-/20g “wewdosns(] 9sN-PeXIN [TE/OE SI8ld
ces aos 0'0% , SULIB | [BIDIBWILIOY I8 104 0} 85887 PUNOID AIIOYINY JO AdN
(z'og) 00$ z9% 9, ©SMN WBLIND W01} BLIOJU| L0 JO AdN
LZ-¢10Z ‘Seilfior] JUBAT JO @SN WIS [ZE/0E Sidid
00% ZEvs Ters ¢, SWHS L [BI0ISWWOY 1B SNUBASH S[eg 534
+1OZ ‘SOpUon) s plos pue pedoieAs(] :0EE 107 lEmeag -
S195SY 1i0d
9'09% g'gges 06es shusnay XB | pund |gieusy Je101-gng
50% 50$ 00% ,,UoHBOO)E 49 XB | Bupied Jo AdN
69% 69% 0'0% ¢, UCIEDO[E D) X |, SSJES JO AN
0'6e$ 0'6e% 00% 2, D %001 - XL [I0JAe ] JO AdN
A AR 0'0% UCHBOOHE 45 X8 | 1S81a]u] AI0SS8SS0d 10 AdN
|,"4202 WsludojsAs(] SSM-PSXI :ZE/0E SISl ,
208 5'0% £0% p,uonedole 45 xe | Buptied 1o AdN
90% 9'0% o0% LMONBOONE D XB | SS[BS JO AdN
z0% AV 00% 39 %001 -Xe 1 loihed Jo AdN
R Al £ 1'0% ,Uoieooye 45 Xe | 1saieu AI05588504 1O AdN
@Nm-icm ‘Sap|ITEL JUDAT] 1O BSA) WS (ZE/0E SIflY
o'0$ o'ves o'ves JLonesoje Joxe ), Auedold o AdN
E.om mov:oo se pios pue padojeas(] [08E 107 [iemesg
SNUBABY XB] pUn feisusy
ERIEIENTe: WUCIUSTBA, kiong ON Alewiwing - Z£/0¢ Si9id PUE OEE IMS
e S

Hod pue AN 03 spedw pajielnd
:2€/0€ Siold pue OEE 107 ||lemess




'sqol ao1jjo pue |iead |

Jusuewad 06T >_$meon% 1240 pjnom Eman_m>m_uE g BIdaYL e
'sqof 901440 pue ‘uonjepodsuedi/jersnpul by ‘jelal Jusuewed

0/7 >_3mE_x8aam 8]e3ald osje pjnom 1o9(oid 97 JSId POUOISIAUD Y] e |
"UOIIIW £'Z$ S [|ejoys By L "Siald Sy} )eAous)

0} papadu uoijjiw Gz$ pajewise ayy uely) ss9) st JuswdopAspal Siy)

JO anjeA Aleuoisianal asesj-1sod pue ‘anusAal ases| punolb pue xej sy}
‘s1a1d a3 Eo& SWODUI JUa44Nd S110d 3y} uaAib jeyy syosfoid y3O 8yl o |

*3pLI3P IXSU B3 JO m_mU_E ayy ul siaid yjog
Ul ajqiseay oq 8 AjI| S Eman_m>mu 9sn-paxiw ‘paJojsal ate >m5 I o

‘dn) s,eoRwWyY

9U3 10J pa403sal Jou Ji “_mo_ 3q 03 APy a1e Asy3 pue ‘g|gejieAe si siald .
9U3 2403534 03 buueuly a3eAld Jo J1gnd JO S924N0S OU ‘ZE/0E Siold T » |
| | 'SIeBdA
m:owu__::u_mm:mm>mcmmvcmmmm§aﬁoﬁ_EommﬁBmEES&. M

8¢ pue 9¢ Siald co
juswdofensq |euondo [eAUSI0d Jo 1oeduw] |eosiy -




0/$ £01% slessy AU [BIOL
@118 2013 1688y UOd :e101-0ng
(0'ges (0ses) 0'0% oc7oL T8 pazZIliowiE SEpelD) JUSH JO AdN
S . S)ipals sy
£'1% &L 00% «H0d G3 onjeA Aseuoisiosy 858971S0d O AdN
Lv$ Lv$ 0'0% ,oSUIB | [RI0IBLILIOD) e LOd 0} 85E8T PUNGID AIIOUINY 10 AdN
0'0% s £ @5 JUBLIND IO BWODU| Od 10 AdN
G20z swdo@asp asn-paXIN 182 18id
0'e$ 0es 00% L+HOd 0} ON[EA AIBUOISISASY 9SB87T-1S0d 10 AdN
0'9% 098 0'0% cSUIB L [BIDIQWILLIOY T8 LO4 O 98887 PUNCIL) AJUOUINY 10 AdN
0°0% 8'G$ 435N JBLIND WOy BUIOOU U0l JO AdN
G202 WadoIonap BsN-paxiy (9 told
s1888Y 110d
EBLS L'6LS 1os BNUSASYH XB ] Dung [RIBUSD (B} 1-ang
9'c$ oe$ 0'0% IONEI0HY 4D - Xe | S8[eS O AdN
0es 0€Es 00% 3D %00k - X8 L |0IAB] JO AdN
g3 218 0'0$ ,MORBOO|IY 45 ~ Xe | Jsasiu A10S58880d J0 AdN
45202 ‘WUsWdo[BASD 9SN-DEXIN 18T 1old
£v$ ers 0'0$ 5;HONEI0INY 45 - XB | S9ES JO AdN
6% Le$ 0'0$ 121D %001 - X2 L f[0iked 40 AdN
FArAS ges 00%. o HONED0IY 5 - X | 159181U| A10SS3SS0 1O AdN
5202 ‘WaUdO[BASp SN-PSXIN |92 181d
SNUBABY XE [ pUNS [BIBUSH)
2ouUBIBRIC TUCILIBIBAN JUBAT ON Klewuns - gz pue gz 19lg

Hod pue AyD 03 spedw] pajielsq

:8¢ pue 9g sJald




m_g_mmE
>=m_ucmcc JOou S| JuswdojaAapaJ 3leAld pue ‘a1 [nyasn SICTN|
u_o puS Y3 03 9SO 0S a.Je SIvld 9S0Y] 9snedaq ‘odsipuely ues

ul p|ay J0U S dn) s,ealiswy Ji teadde jou zmv___ _u_:oa sgol asay ]
~"JUDAD B3]

Joye sqol jusuewsad gzz'z >_BmE_xo‘_an toaa:m E:Qs JUDAD
93 104 8T pue ‘97 ‘z€/0¢g Siald JO uoneAousl ay) ‘uomIppe ug

| 'S9Sea| WLIa1-Buo| ayy Jo a1 aud

“I9A0 suieb anuaAsl Xe} pund [BJoUdE) AQ 19S10 ULl 2J0W dJe
Asy1 Ing ‘aApebau aq 03 Jeadde Jod ay3 01 syoedw [easly oy |

| "dn) s,eaBWY e 3y} Bunsoy Aq snusAas
c_mm 0} pajsfold st A mE ‘siseq mz_m> Juasasd Jau e uQ




8'ce$ 1oedW] HOd pue pun4 |Bieusy [ejo |
! 10edW| Uod :fejol-ans

(8'12%) ‘Joedwy 82 ® 92 si8id Uod
(8'02%) edw] gg/0€ si8id ¥ 0€€ TMS Hod
(219 S1S0D) JUSAT PaJe|aY-HOd

sjysuBg pue Sjson) o4

8% 10edw pung [eisusn) je1o ] -ans -

161 10edW| 82 8 92 SIdld pund [eJauaD
9'09% 10edWw| 2E/0€ S1old B 0E€ TMS pund [eisusy
G'v$ 1oedw)] JUBAT pund jeisust)

Sjyalag pue SJS00) pund [BIoUsL)
slijauag pue SI1S0? {[eI9AD

| JjuswdojeAag
w91 -buo pue jusaz ayj Jo spedw] [edsid




. . . (-obeione
apim-A1D €) sessausng flews 1dwaexe o3 Aldde o1 pawinsse jjolAed Jo 05T Bundwaxa ‘jjosded JO 95T SI @NUSARI X2}
[loJARd "SB|es B[gexe] JO o,0E 94 03 pawinsse Si |josAed pur ‘safes ajgexel JO 940 01 PSWUNSSE SI UL ‘SATIAIBS POOJ 104
"SISAjeur Jyg ou3 uo paseq st ($102) T 494 ul Juad LIeaA Jad 94577 18 9seaUdUl 03 pawnsse s - Auadoud auy

Joj swooul Bupelado jau sojeiousb Yium — Jual ‘Osn SIY 104 "%G°/ 18 pazijended awodul Supesedo jou sy uo peseq
anjea Avsdosd a3 Jo JUSWISSISSE UR UO PIseq S| \mﬁwmo.a JOYL0 pue SIYY 104 ‘UonRNDIed Xe] 158493UT AJ0SSaSS0d 9y
*H20Z Ul ‘UOBAOUDS INCLRIM ‘BI} JNJOsn JISU3 JO pus 3yl [NUN Z£/0€ stald Jo asn Umacmmcu

9Y] SIUDSaIAD] OLIBUSDS ,JUDAT ON,, SUL "JUDAS BUj} Jaue A@leIpowiw SIeaA ayl ul asn paiaeld auy ag (|m ‘(e

pue Sa0IAISS POOJ J0J ‘ZE/0E Si81d U0 SRS JUBAS U3 Jo asn-al jeyy spoafold w30 a3 ‘sisAieue Jyg syl Buimojjod

*93e4 JUNODSIP %/ B U0 paseq ale Hodad Sy} Ul SUOHRINDIED AdN [IV "|B103 92Ul 4O %/S

90 0] PSLUNSSE S| UONBIO|IR PUNd jeiauss sy “Jeak sod o7 1€ 9SE2.0Ul 0] PALUNSSE AJSAIIBAISSUOD S| SNBA POSSOsse
_ucm (45/06/% Jo uondwnsse s,3yg uo paseq) JuswdoPASp Jo swi a3 Je saoud Joxew je passasse si Apadosd sy
‘papnpui st bupjsed Bupwnsse buuoz suy3 Aq payyiwiad wnwixew ayy

-8 cuE.s “cman_m\an JuNn-g6z e uo paseq si Auadoid ayy yum paienosse AdN xe Auadoud sy HT0Z Ul Jnd230-pinom
pue asn 1s9q pue 15aybiy a3 S| mE:E_Eou:ou Se JUSWOoDASD [2IIUSPISAL JRU) SISAJRUR JBUI0 UM SINJU0D Y30 SUL
‘0102 ‘w6 ‘_onﬁmumo Uuo 4e3s Hod Ag paplaoid “Buieis pue ‘eouenssi Jo 1502

ﬂ:mc SNUIA JO SS0| ‘S1SOI UO{IEI0IR JURUD] JBUI0. ‘[[RJ0US {BUILLIRL 9SINID /7 JBid BU3 J0J 51500 -A1D pale|al-1iod
"GM30 pue 1sAjeuy 396png au) Woy 100 paplodad Jo abelaae aul st anby {8 Jaquiedag Jo Hodas vI0 du3 995

"0T0T 8 J2qWID3Q U0 PRSER(R) JUOIUSIEM UIBULON pue YOH [euiblo 2yl uo podal y30 a1 235

8-T SSION pud




42

“1e9A 1od
0452 12 Buisea.nul @m@» 97 1243 J0J BWI0DU Teu] Jo anjeA Juasald 1ou au3 ST SIyL "1eah Jad 000’008$ Alstewixoidde
JO SLWIODU] UB LB JUSLIND ASUL “JUSAD OU Si 39U JI HT0T Jo1R SIesA 0T JO aJi) [niesn e aAey z£/0€ sioid

“PIOS SI 0] [IEMBSS U3 JI pue| 1SN} Jo JusLade|dal Aue Buipiebas spelw usaq aaey suondwinsse

" ON "pJeY 1USAS OU D1oM 218U Il ladojeAsp Jayjoue Wolj pauie3do aq pinod JNOWE [EORUSP] Ue pue ‘Juswsaibe
JUOLLIDIBAA UIDULION D43 JO SULID) DY) JSpUn Junowe syt 4o AJLIoUINY au3 0] 10} J|BMB3S BU1 {195 Hod 3] swnsse

SM "UCHIIW Z°SH$ 99 pinom sload Jun Gz pazis-WNWIXew aU} 104 SnjeA pug| |BNPISad SUT Sa1RWSY Y30 SUL
pung [elsuss) a3yl 03 Buiob o0z

UMM SNUDAL JO 9467 SI XB] mrmvtmn_ "1e3A ,_ma %57 12 buiseanu; ‘sisAjeue Jyg oyl Ul pOWINSSE Se S| anuaas) bupiied

'$3]eS JO 95T SI UONEIOjR pund [eisusD syl pue JesA sed 94G°7 18 9SES.0U 0] paunsse aie

S3|eS ajgexe ]l eaA/00sS 12 pawinsse si J5/sajes ajqexel pue ‘teza4 st 309(oad au3 Jo JS 000°0ST “Vodald 3vg au) Jod
h 046 1B paxe] S| jjoAed Jo Jopuleiuas oy uondwaxs $seuUIsNg jjews

3t epun :mm 0] pauinsse si jjodAed JO 94GT pue ‘uonesusdwod [2303 JO %0/ S [j0lAed “1eaA Jad 94S 18 aseauoui 03
pawnsse s) uonesuadlod ‘06T SIUIS SpUDJ) Lo paseq 1ie1dl J0J 766’06 pue 92140 J0j T8R'$ZT$ JO uoiesusdwod
mmsccm pue :B& 10} mm\,cﬁam-n_m\oo« pue 3010 0y saAo|dwa-4$/0/Z JO SarIsuap EmE\a_QEm pawnsse Uo paseg
“aNuUsAl) XB] oU a1eiausb

pue £z0z Ui 3| Injasn Jisyy _uco>mg 2B ZE/0E Siold ‘01IBUDIS ,JUDAT ON,, PU3 Jopun oafoud suy3 Joj sosn je

10} pawINSse st ADUBIRA 045 */Z07 Ul SSIifiDe) JUSAD aY3 Bulsn-a. 1o asn patiajeid e aq |m 1a(0id jeuwIS) asinD
asn-paxiw ay) Buip|ing ‘eaA Jad 045°Z 18 DSR3IOU| 0) PUINSSE ‘[1212] pUR SD1YJ0 J0) SJUDJ I9dJBLU JUSLIND U0 paseg

. ‘pun [2IBUSY) BY] 0] POIRI0)e S| Xe] BU] JO 9407 ‘Shusadd

JO 9467 wm paxe; s1 bupiied ‘0457718 Buiseanul ‘1 hmm> Uy sisAjeur Jyd oY) Jad pawinsse aie sanudAdl bupiied
'SD|ES DIGEXE] JO 04T S SNUDADI XB] SDIBS pun4 {RJsUaD

9T-6 SOJON pu3




"6 SION 999
u‘ummohn_ Z£/0€ Sivid 29Ul Sk DWes 2u3
9q 0] pawnsse asom sJawesed BulAspun syl Ing ofold ay) Jo 92IS ayy 03 pa|eds atom spedull Xe] aUl g 310N 995

'ZE/0€ S491d 105 JON 03 Id 4O ONEJ Y] U POSeq POjewse Sem ,JUsAT ON, 40) XB) Id “/ 310N 995

"GZ0T Ul 3[qisea; g pinom 3a8(oad auy spsfoid Y30 oy L "uonepodsues / [eLasnpu

%SG PUB ‘D00 %ST ‘18394 %09 ‘S 000°09T Alewixoidde oq pinom 3osfoid |jny YL "soeds [puonippe swos ppe 03
[9AS] BUlURZZOW B UM 2.maNnas paus Bunsixe aul Jo juswdopaapal ash-paxiw e poddns pinom gz Joid Ul JUDUIIsaAUL
feuondo s AlLIOUINY DY SSWNSSE Y30 Y “JUSWISIAUL INOUUM SIBDA GT JO 9jif [NJOSN B SARY 87 PUR 97 SIdld

. ‘Auadoud 1o Ul JUDWISDAUL BININASEIU

APy} Ssinquiie 03 SpaJd Juas Ul (pezptowe) uoliw 554 JoJ ajqibye st Ajouyiny syl “uawsalby ay) Japun

‘usul 1aun 1eaA sad 94/ pajunoosip ‘ates uoneziieuded 9457/ B AQ PRpIAP swodUl Bupetado jou sAuedosd ayy 01 jenba
‘0802 I mn_@) Apadoad |Inj oyl si onjea ARUOISIABL 51| DWINSSE 9N "HIOd 23 0} SUDAS! ZE/OE Siald ‘sleah 99 Jayy

- 1eoA 1ad 94T JO BnuBAal ases) punosb ug aseanu jenuue

ue ‘sasesj 140d plepuels ylim Buidoay ur ‘awinsse ap ANIqISes) JoLe SIESA OM) SN|BA PUR] [BNPISaL Siald 94U JO %8
03 [enba-sem 1eu3 109{04d SSN-PEXi [RUILLISY SSINID BUY 40§ - SHPDID JUB JO BAISNPIXS — ISED| puno.b e jenobau 03
24ge 9q pinom Hod sy 1sloud am Ewem@_mm UOULIDIBMN UIRULION BU} JO SWLIR] Bjqeuosesy Ajlensuwwo) ay3 8pun

“10d 33 JOJ SnNUSARJ 9583)

punoJ6 Aue 21e15usb 30U PINOM pue 3| jAyesn 19U} puoAaq ale 7§/0¢ siald ‘OMeLRdS UBAT ON BU3 Jopun ‘/Z0Z Ag
61 SJ0U 235 "UOd

9U3 J0J DNUDADI 2SED) punoib seybiy swinsse am ‘a|qises) si 19f0id [RUILLISY BSINID SUT USUM "IUSAD OU UDSG 293

* pey Bupjied woij PaUIRS SABY PINOM I SWODL] BU) d0e|del 0} Bige 8] ([IM HOd dU) DLINSSE am ‘A[UO 3Sn WUl DY)
104 "MOUY 03 piey S| puel ay3 Jo anjeA BuIAapuUn sy asnedsq AJLIoyIny dU1 AQ PaIBAOUSI S1SId UO ash SaI1I|De) 1UDAD
0 W@l ue Joy Auouyny sy woly s3enobau 03 sjge 2q WHIW 104 34} 9SBa| puUnoIb Sul 93RWASS 03 YNOIWIP SI 3T

e
¢

0T

A"

GZ-/T S910N pu3




‘8T puUe g SI8ld Ut JUSWISaAL Lol GZ$ vmume_umw. sy dnooal 01 SYPa.D Jua Joy 3|gibie st Aouiny Sy
"ZE 910N 39S
"TE 910N 995
"0€ S10N 995

*ABpO] 01 PIILNOISIP ‘04G°/ JO 31e) uoneziieyded e AG papiAIp JedA Jeul
Ul DWo0U] 19U S3 03 [enbd BNRA AIRUOISIDAS] B SBY PUR O80T Ul L0d 33 0} LBASI PINOM 9T 18id ‘ZE/0E Sield 01 JejiwiS

“JeaA Jod o4,T 18 8SeRIDU] O] PSLUNSSE S| BNURARI 9SES| dU | "9[qISea) Sewiodaq 10a(0id ByL JaYe SIedA Z anjeA puej
[ENPISA BU] JO 94 O) [enbd HOd DU 40j SNUSASL 3se3| punolb ajeseusb 01 pawnsse si 97 Jld ‘ZE/0€ Si81d 03 Jjiwis

~341] JNJOSN S} 4O PUS BUJ [UN “LI0d B3 0 SLUODU] JUBLIND 97 S,181d JO anjea Juasaud Jou ay L
‘G 910N 995
' 10N 995
£ 330N 995

"20140 9507 PUe Jl23al 20eds aU) JO %08 YIM '4S 000’86 9¢ 0} pewnsse
st afosd JuswidoBAspa. oy ‘24mPns BUnSIXe BY3 JO 9IS BUI U0 Paseg O [RUOIIPPY oy uLiouad 03 S10949
Aouany au3 Ji ‘szoz ul 1pafosd 201J0/j1e394 8Sn-pexiw e se padojoaspal 8q 0} PAWINSSe S| 87 Jold ‘9 J8id 03 Jejiuns

9c

- 9€-9¢ SSI0N pud




6SE5-SS (STh) ISILOU0DT JOJUBS ‘SUoNJ 1Ny o
8975-bSS (9TH) ‘Islwouod] Jaiy) ‘uebpal e ¢

S]oEIU0) HBIS




America's Cup Host City Agreement: Economic Impact Report - REVISED
Angela Calvillo, BOS-Supervisors, BOS-Legislative Aldes,

Ted Egan to: Steve Kawa, Greg Wagner, Tony Winnicker, Starr Terrell, 12/08/2010 10:42 AM
Severin Campbell, Debra Newman, Ben Rosenfield,

Attached is a revised version of the Office of Economic Analysis's economic impact report on the
America's Cup HCA. A

The revision is necessary to more fully account for the range of City foregone costs associated with the
jong-term legacy leases.

The main conclusions of the revised report are;

Holding the America’s Cup in San Francisco will generate a positive impact on spending and employment,
as detailed by the Beacon Economics report, and confirmed by other City departments. The event will also
generate hotel, sales, and other tax revenue for the City.

The City would incur costs preparing for, and providing service during, the event that exceed the {ax
revenues generated by the event.

However, both the Original Host City Agreement and the Northern Waterfront alternative will enable the
redevelopment of Port property which would otherwise not occur. This redevelopment will generate
possessory interest, payroll, and sales tax for the City.

Under specific development scenarios, the Northern Waterfront alternative generates a positive fiscal
impact on the City, when long-term tax revenues, foregone port income, and post-lease asset value to the
Port are considered together. The Original HCA would generate a negative return under these
development scenarios.
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A

101259_economic_impact_teport_final 2. pdf

Ted Egan

Chief Economist, Office of Economic Analysis
Controller's Office, City and County of San Francisco
City Hall Room 306

(415) 554-5268

hitp:/iwww. sfgov.org/controfler/oea
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Economic Impact Repor
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Office of Economic Analysis
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Summary of Impacts

o Holding the America’s Cup in San Francisco will generate a positive Impact on
spending and employment, as detailed by the Beacon Economics report, and
confirmed by other City departments. The event will also generate hotel, sales,
and other tax revenue for the City.

= The City would incur costs preparing for, and providing service during, the event
that exceed the tax revenues generated by the event.

o However, both the Original Host City Agreement and the Northern Waterfront
alternative will enable the redevelopment of Port property which would otherwise
not occur. This redevelopment will generate possessory interest, payroll, and
sales tax for the City. |

o Under specific development scenarios, the Northern Waterfront alternative
generates a positive fiscal impact on the City, when long-term tax revenues,
foregone port income, and post-lease asset value to the Port are considered
together. The Original HCA would generate a negative return under these
development scenarios.




America’s Cup — Recent Immﬁos\

e 1In mm.1< 2010, the Golden Gate Yacht Club of San Francisco
won the 33 America’s Cup yacht race held in Valencia, Spain.

‘'« By winning, the Club is entrusted with organizing the 34®
America’s Cup (AC34), and selecting the venue. The America’s
Cup Event Authority was appointed by the Club to facilitate the
organization of the America’s Cup.

e A decision on the location of is anticipated by year-end, with
the event scheduled to start in 2013.

e To host AC34, the City has proposed two options for
consideration, outlined in the Host City and Venue Agreements,
discussed on the following pages.
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America’s Cup Host City and Venue Agreements

e The binding Host City and Venue Agreement sets out the
parameters under which the City will host AC34, including the
venues to be used, the financial ﬁmmnosmmgzu\ of the parties,
among other issues.

| The City has developed two Host City and Venue Agreements:

—  The original Host City and Venue Agreement (HCA), dated
11/9/2010, with events and facilities concentrated on the central
waterfront, and

— an amended Host City and Venue Agreement, dated 11/23/2010,
was developed which moves some of the events and facilities to
the northern waterfront (Northern Waterfront Alternative).

s  Both the HCA and Northern Waterfront Alternatives were

approved by the San Francisco Port Commission on
11/30/2010,




America’s Cup Original Host City Agreement

The original HCA obligates the Event Authority to invest up to %Hmo million in
infrastructure improvements.

In consideration of this investment, the City would offer Piers 30-32, Pier 50,
and Seawall Lot 330 (SWL330) to the Event Authority at no cost for a period of
66 to 75 years, with possible fee-title of SWL330.

The City would be responsible for:

- Demolition and removal of Pier 36, |

—  Dredging to a depth of 5 meters the water area between Piers 30 and 38.

- Relocating tenants from Pier 50, including Port maintenance facilities, and demolishing
existing shed structures.

The Authority would be responsible for:

- Pile replacement, substructure strengthening and deck repairs on Piers 30-32 and 50,
—  Construction of breakwaters, and ‘

- Repairs and improvements to other event facilities as necessary.

An Infrastructure Finance District will defray the Authority’s infrastructure costs.




Northern Waterfront Alternative HCA

SR e S T

The Northern Waterfront Alternative obligates the Event Authority to invest up to
$55 million in infrastructure improvements.

In consideration of this investment, the City would offer Piers 30-32 and SWL330
to the Event Authority af market rates for a period of 66 to 75 years, with
possible fee-title of SWL330. The Authority would receive rent credits
commensurate with it infrastructure improvements.

Rent credits, and not the IFD, will be the primary means for recouping the
Authority’s. infrastructure investment.

The City would be responsible for:

— Demolition and removal of Pier 36,

The Authority would be responsible for:

- Pile replacement, substructure strengthening and deck repairs.on Piers 30-32,
—  Demolition of portions of Piers 29 and 27 required for event use,

- If required for Event purposes, dredging and pile removal between Pier 14-222, or
alternate location .

—  Repairs and improvements to other event facilities as necessary.




Studies and Reports Used for This Analysis

e Numerous studies and reports have been issued recently by various
City departments and independent consultants in connection with
AC34, including:

—  “The America’s Cup: Economic Impacts of a Match on mm: Francisco Bay,
by Beacon Economics and Bay Area Council.

—  “Estimated Value of AC34 Legacy Leases,” by Bay Area Economics (BAE),
consultant to the Port of San Francisco, 11/12/2010.

—  “Costs and Benefits of Hosting AC34,” by the Board of Supervisors Budget
and Legislative Analyst (BLA), 11/9/2010 and updated 12/1/2010.

—  “Fiscal Responsibility and Feasibility Study — AC34,” by Office of Economic
and Workforce Development (OEWD), 12/1/2010.

—  Port Commission staff report on hosting AC34, 11/23/2010.

» The OEA has reviewed and considered these analyses in deriving the
conclusions presented in this report.

£




Economic and Fiscal Impacts of the HCA Fall
into Four Categories

1. Changes in local economic activity, and tax revenue caused by
America’s Cup (AC34) activities.

2. Changes in City costs caused by AC34 activities.

3. City and Port costs associated with preparing sites for AC34
activities. |
4. Changes in economic activity and tax revenue associated with

conveying development rights for Port properties to the
Authority.




Tax Revenues Associated with America’s Cup
Activities |

e Based on the Beacon Economics economic impact projection,
OEWD and the BLA offer similar estimates of the tax revenues
the City will receive from the America’s Cup.

e The OEA broadly concurs with these estimates, which are
sensitive to highly uncertain estimates of attendance.

e These revenues estimates should not change under either the
original HCA or the Northern Waterfront alternative.




|

! Tax Revenue Estimates

End Notes on second-to-final slide.

1. Event-Generated Tax Revenue OEWD BLA OEA
General Fund Allocation | B
Hotel Tax $12.4]  $109,  $11.9°
Payroll Tax $8.3]  $4.3 $4.9
Sales Tax $2.5 $2.2 $2.6 2
Parking Tax 30.3 $0.3 $0.3
Total General Fund Revenue $23.6 $17.7 $19.7
+ MTA Allocation
Sales and Parking Tax $2.0 $1.7 $2.0 °
Total General Fund and MTA $25.6 $19.5 $21.8




Changes in City Costs Associated with the
America’s Cup Activities

e City Departments have provided estimates of the
higher costs associated with planning and servicing
the America’s Cup.

e Reports by OEWD and the BLA differ slightly on their
estimates of City costs.

e The OEA has not nosn_cnﬁm_a independent research on
these issues and uses an average of the BLA and
OEWD costs in this report.




m<m3w-mm:m_\m8g City Costs Estimates

2. Event-Generated City Costs OEWD BLA
Police $8.9 w&o
Planning $2.2 | $3.1
DBI | $1.7 $1.7,
DPW $0.7: $0.0;
MTA | $6.4. $6.4.

Total Event-Generated City Costs $19.9 $15.2




City Costs Associated with Preparing Sites for
the America’s Cup

e The City will incur additional costs because Port v_dumB\ will be
needed to stage AC34.

e These costs are significantly different under the original HCA and
the Northern Waterfront Alternative.

o In the original HCA, these costs include demolition, relocation of
‘maintenance facilities and tenants, staff and consulting costs,
and foregone rent from sites used for the America’s Cup.

e Under the Northern Waterfront Alternative, dredging is not a
City responsibility, the Port’s maintenance facilities do not

require relocation, structures do not need to be demolished, and
foregone rent is less.

13




3. Site Preparation Costs OEWD BLA QEA
‘Demolition $8.6 | $12.4 | $12.4 7
\Moving Pier 50 facilitie $16.0 $16.0 - $16.0
Dredging $0.0 . $16.0 | $16.0 °
‘Tenant Relocation, Litigation & W
‘Unamortized Tl $2.3 | $2.3 ¢ $2.3
W_uoz Staff and Consultants $0.7 $0.7 3$0.7
.COP financing $0.8 . $0.8 $0.8
Wmowmoosm rent during event $14.0 $14.6 $14.0
Total $42 .4 $62.8 $62.2




Site Preparation Cost:
Northern Waterfront Alternative

3. Site P.m__um_,maoz Costs | OEWD  Port OEA
‘Demolition (Pier 36) $0.0°  $0.0  $0.0
Pier 27 investment $65  $65!  $6.5
.Moving Pier 50 facilities $0.0 . $0.0:  $0.0
‘Dredging $0.0 . $0.0 |  $0.0
:Tenant Relocation, Litigation &

‘Unamortized T! $1.5 $1.5 . $1.5
Port Staff and Consultants $03  $0.3.  §0.3
‘Foregone rent during event $6.7 . $6.7 $6.7
‘COP financing ‘ $08  $0.8.  $0.8
Total $15.8 $15.8 $15.8




o 582 of Legacy Leases:
© Seawall Lot 330

e The OEWD and BLA reports both rely on an analysis from a Port consultant that attempted
to determine the value of different development options on the Port properties in question.

e In the case of Seawall Lot 330, the consultant found the highest and best use would be a
250-unit condominium development, at a sales price of $750 per square feet.

s  Property tax calculations by OEWD and the BLA assume zero escalation in property value
over the 66 year term of the lease. |

e  The zoning at SWL 330 allows for a 295 unit development, including parking, and housing in
San Francisco has increased in value at a rate of 4.5% per year in the past. These ,ﬂmgw
suggest a somewhat higher property tax increment.

o Under the Original HCA, the City would receive approximately 25% of the incremental
property tax, with the remainder going to the Authority to offset its infrastructure
investment. This is shown in our analysis.

e In the Northern Waterfront Alternative, rent credits are the primary means to offset the
Authority’s investment, and the IFD value is not specified. Our analysis does not include any
deduction for an IFD in this alternative, although some IFD, to be determined, is called for in
the alternative HCA.




Impact of Legacy Leases:
Piers 30/32

» Both the Original HCA and the Northern Waterfront Alternative
require the improvement of Piers 30/32 for the event.

o According to the Port’s consultant, the highest and best use of
 the improved Piers 30/32 is re-use of the America’s Cup
facilities. The OEA projects such re-use would be optimal until
2025, when a mixed-use cruise terminal development would be
profitable.

o Again, an IFD would reduce some of the City’s property tax
increment under the Original HCA. Our analysis does not include
any reduction for the unspecified IFD in the Northern Waterfront
alternative. o

' o If there is no event, Pier 30/32 has a useful life of ten years
starting in 2014, generating approximately $0.7 million per year.

17




Impact of Legacy Leases:
Pier 50

e Under the Original HCA, development rights to Pier 50 are
conveyed to the Event Authority.

o Under the Northern Waterfront Alternative, no rights to Pier 50
 are granted.

e The BLA report and the OEWD fiscal Hnmmm_c_:a\ both anticipate a
250-room hotel being developed on Pier 50 ten years after the
event, based on the analysis from the Port’s consultant.

o Although the size of the property would accommodate a larger
hotel development, our analysis uses the same 250 room
example.

o Any hotel development would require voter approval to reverse
Proposition H, passed in 1990, which prohibited hotel uses on
the waterfront.

18




- Summary of Legacy Lease Values

. Northern
4. Legacy Lease Value Qriginal HCA No Event Waterfront

SWL 330, condo development in 2014, both

scenarios, 2% appreciation
City Property Tax NPV net of IFD $10,805,314 $43,221,257 | $43,221,257 *
General Fund Share @ 57% $6,159,02¢9 $24 836,117 | $24,838,117
Post-Lease value to the Port $7,704,185 57,704,185 $7,704,185
Total $24,668,529 $75,561,659 | $75,561,558

Pier 50, hotel development in 2014, Original

HCA only _
Possessory Internet Tax NPV net of IFD $6,494,196 $830,825 $830,825
Hotel Tax $51,755,122 $0 $0
Sales Tax General Fund NPV $1,848,397 30 30
Port Income from Current Use $0 $24 279,755 1 $24,279,755
Post-Lease value to the Port $8,245,085 $0 $0
Total $66,343,701 $25,110,580 | $25,110,580

Piers 30/32, developed in 2025 as mixed-

use, both scenarios
Possessory Internet Tax NPV net of IFD $5,925 441 $244,716 | $23,701,764
Sales Tax General Fund NPV $7,299,023 30 $7,299,023
Payroll Tax NPV $36,830,822 30| $36,830,822
Parking Tax General Fund NPV $886,022 $385,335 $886,022
Post-Lease value to the Port $1,733,344 $0 $1,733,344
Port Income from Current Use $0 $7,7086,693 $0

Total $52 674,651 $8,3368,743 ;. $70,450,974

* Not Including future IFD deduction




Summary of Fiscal Impacts

5. Summary of Costs and Benefits Original HCA| Northern Waterfront
1. Event Tax Revenue - $21.8 $21.8
2. Event-Generated City Costs -$17.5 -$17.5
:3. Port Site Preparation Costs & Foregone
‘Rent -$62.2 -$15.8
4, Change NPV of Tax Revenues, Port
W_snogm. and Post-Lease Asset Value vs. No ) _
‘Event - $34.7 $62.1
Total Fiscal Impact -$23.3 $50.5




End Notes

BLA analysis included range of estimates to GF ($14M-$24.3M)

OEWD payroll tax appears overstated, relying on figure in Beacon (Table 7, pg 26). OEA payroll based on Beacon Appendix A,
pg. 38: labor income by agent, adiusted for exempt payroll and benefits.

OEWD incorrectly states that all revenue accrues to General Fund (pg 11); OEA adjusted OEWD figures to reflect proper
allocation,

Assuming SFPD costs are four times the World Series, because projected total attendance if roughly four times the attendance
at the World Series Parade. .

Mid-range of Planning costs reported to OEWD and BLA.

Low-end estimate assuming MTA can absorb an estimate 5% increase in average weekday nmz._m:n_ from America’s Cup visitors.
The Host City Agreement does not require specific transit expenditures or level of service. In general, Parking Control Officers
generate revenues in excess of costs, and it may be unwarranted to presume they will create a net cost in this instance.

BLA and OEA include demolition of Pier 36, which is required by the HCA.
Dredging is required in the original HCA.




Staff Contacts

o Ted Egan, Chief Economist, (415) 554-5268
o Kurt Fuchs, Senior Economist, (415) 554-5359
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America’s Cup Event Authorily & America’s Cup Race Management
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Port Waterfront Development Process

o  Competitive selection of development partner
® Exclusive negotiations, discussions with Port advisory group(s)

»  Term sheet approval by Port Commission, Mayor and Board of Supetrvisors; if
required, fiscal feasibility finding :

¢  California Environmental Quality Act (“CEQA”)
e  State Lands Commission finding of consistency with the public trust

® Lease U_m_oomn_o: and Development Agreement and Lease, subject to mv_o_‘o,\m_ by
Port Commission, Mayor and Board of Supervisors

»  Bay Conservation and Development Commission Permit
e  Closing: execute LDDA and Lease

) Lease becomes effective on satisfaction of LDDA conditions (other Umﬁgﬁ_:@“
financing, etc.)

Process designed to deliver ma_u:n benefits including Bmx.ﬂ_gm access, public access
o the waterfront, historic rehabilitation and visitor-serving amenities and revenues to
the Harbor Fund consistent with the Charter and the City’s legislative trust grant.



SAN FRANCISCO

34™ America’s Cup Host-City Bid Process — 3 Stages

e  Stage 1: Negotiated bid, discussions with Port advisory group(s)
»  Term sheet approved by _.<_m<o_‘ and Board of Supervisors
e  Fiscal feasibility finding

e  Approval of Host City Agreement by Port Commission, Mayor and Board: of
Supervisors, either party may terminate before Venue Leases are entered without
penaity | |

e  Stage 2: California Environmental Quality Act (“CEQA”) for Event and Event-
related Infrastructure Works; concurrent state and federal permitting (U.S. Army
Corps of Engineers, National Oceanic and Atmospheric Agency, U.S. Fish and
Wildlife, CA Department of Fish and Game, CA Regional Water Quality Control
Board, Bay Conservation and Development Commission)

e Port Commission, Mayor and Board of Supervisors approval of Venue Leases
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e  Stage 3: Exclusive negotiations ﬁm@ma_:@ rmom@ leases, discussions with Port
advisory group(s) .

e  Term sheeti(s) for Legacy Leases subject to discretionary approval by Port
Commission, Mayor and Board of Supervisors and finding of fiscal feasibility

o  CEQA for Legacy Leases and DDAs (including no project alternative)
e  State Lands Commission finding of consistency with the public trust

® Lease Disposition and Development Agreement and _._.mmmm_ subject to approval by
Port Commission, Mayor and Board of Supervisors .

e  Bay Conservation and Dm<m__83m.3 Commission Permit
e Closing: execute DDAs and Legacy leases

e Leases becomes effective on mm:m%mﬂ_os of DDA ooz%_o:m (other permitting,
financing, etc.) .

Process designed to deliver the same va and quality of waterfront improvementis
consistent with the City’s trust grant.
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Table 1: Northern Waterfront Alternative Venues & Possibie Uses

Location Event Use
Pier 19 : Team storage
Pier 23 ) Team offices & storage
Pier 27 . Team & Sponsor hospitality and race viewing platfor
Pier 29 Media center |
Pier 26 Team offices and storage |
Pier 28 . Team & Sponsor hospitality
Piers 30-32 | Team industrial bases
Brannan Street Wharf | '~ Race yacht viewing
Piers 14-22Y- water area ‘Superyacht center & mooring
‘SWL 330 TV compound, parking
Pier 80 _ Berthing of USA 17

Temporary heliport
Temporary facilities during construction
Staging of Pre-regattas

Bold = Legacy Lease or Legacy Option Site
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Table 2: Port Rent Loss — Northern Waterfront Alternative

Facility # of Annual Rent Venue Lease Term Total Event
| Tenants | under HCA Rent Loss
Piers 30-32 1 - $802,104 2078 (66 years) $2,406,312
SWL 330 1 . $559,512 2087 (75 years) $1,678,536
Pier 28 16 December 31, 2012 - ‘
n . $414,958 June 30, 2013 414,058
Piers 19-23 21 | December 31, 2011 -
$819,900 - August 31, 2012 $1,024,875
Pier 27 5 January 1, 2013 - :
- $1,134,538 October 1, 2013 -
Pier 29 13 December 31, 2011 -

_ $593,502 : - June 30, 2013 $1,187,004
Subtotal 57 $4,290,524 $6,711,685
Pier 26 21 $551,229  (Authority Option 2078)  $1,378,072
Pier 28 — added .

1.5 years (Authority Option 2078) 622,437
Revised 78 $4,839,195 $8,712,194

Notes: Based on the current Port rent rofl. Total Event rent loss based on timing of the venue leases from HCA
Exhibit C (based on moving similar use facilities to the Northern Waterfront) including assumption that Port
leases would terminate three months before commencing the Venue Lease and Port could re-lease the facility
three months after the Venue Lease term ends, except for parking leases.
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Table 3: Port-Related City Costs
— Northern Waterfront Alternative

ltem o | . - Costs

Pier 27 Cruise Terminal Shortfal | ‘ | $6,500,000
Other Tenant Relocation Costs: Claims and Settlements | $1,500,000
Loss of Venue Rents - $8,705,800
Cost of Issuance _ . B | $811,850
Staffing - - \ | | |  $200,072
Total | . $17,807,722

Permanent Rent Loss: Up to $2.35 million annually, depending on the terms of the Legacy
leases, subject to approval by the Port Commission, Mayor and Board of Supervisors.

Potential Impacts on Port Revenue Bond Capacity: Up to $32 million. Port staff will
discuss options for replacing this capacity with other City financing with the City Capital
Planning Committee and report back to the Mayor, Port Commission and BOS.
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Port Recommendation Regarding Port-Related City Costs

® To protect the Port’s credit rating, the Port recommends that the Mayor and Board of
‘Supervisors approve an MOU between the Controller and the Port to provide a City
Payment In-Lieu of Rent to the Harbor Fund for Venue Sites (repaid by America’s Cup
Organizing Committee private fundraising).

Payment calculated as follows (estimated at $7.85 million over 3 years):

Rent Port would have been due from Venue Sites (if AC34 did not happen in SF)

- Rent Port will be due from any Port tenants relocated from Venue Sites {o other Port
property ,
- Increases in Port percentage rent during the races and the Match.

Binding MOU pursuant to Charter Section B7.320, unless.the Mayor, Board of Supervisors,
Controller and Port Commission agree to changes.

® Port will pay tenant relocation costs, including legal fees, AC34 staffing costs (est. $2.6
“million) and use $61 million in Port funds to build Pier 27 Cruise Terminal to cold sheli. .

J Subject to Mayor and Board of Supervisors approval, the City will pay $6.5 million via
Certificates of Participation or other financing to close Pier 27 Cruise Terminal project
finance gap. |
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Table 4: Long Term Development Values
— Northern Waterfront Alternative

Location . Vaiuation

Piers 30-32 Mixed Use Cruise Terminal | | - $28,674,018
Seawall Lot 330> | | $33,050,413
Total $61,724,431
Notes:

(1) NPV of lease payments assuming a c&mmo@q scenario consisting of interim leasing for ten years and a mixed use cruise
terminal development with 370,000 SF of office space and 195,000 SF retail with a 425 sSpace garage.

(2) Residual land value of SWL 330 assuming 250 for-sale residential condominiums are developed at the site.

These figures do not include estimates of Infrastructure _mnman\.:@_ District proceeds that, mmEmQ fo approval of the Board of
Supervisors, may be made available to the Authority for publicly-oriented improvements to the subject sites.

Proposed Authority Infrastructure Works under Northern Waterfront Alternative: $55 Million
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Table 5: Port 10-Year Capital Plan Cost Estimates

Piers 26 and 28

L.ocation
Pier 26

Substructure & Seismic $44,431,000

Shed $6,067,000
Total $50,498,000
Pier 28

Substructure & Seismic $29,565,000

Shed $4,182,000
Total $33,747,000

Proposed Authority Additional Works under Northern Waterfront Alternative:
Pier 28: $10 Million
Pier 26: $15 Million

Each development option would be subject to commercially-reasonable terms, with a rent credit in the

amount of >aa_¢03m_ Works made by the >c§o:E
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Port Team

Port Commissioners Rodney Fong, Ann Lazarus, Kim Brandon, FX Crowley
Executive Director Monique Moyer
Port Commission Secretary Amy Quesada
Deputy Director of Maritime Peter Dailey
Deputy Director of Planning and Development Byron Rhett
- Asst. Deputy Director of Waterfront Development Jonathan Stern
Asst. Deputy Director of Waterfront Emzas@ Diane Oshima
Chief Financial Officer Elaine Forbes
Chief Im&om‘ Engineer Ed Byrne
_UmncE Director of Real Estate Susan Reynolds
‘Deputy Director of Maintenance Tom Carter
Director of Homeland Security Sidonie Sansom
Manager, Communications Renee Dunn
Special Projects zmmm@m« Brad Benson
Deputy City Attorneys Robert Bryan & Joanne Sakai
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34" AMERICA’S CUP HOST CITY AND VENUE AGREEMENT
Summary of Real Estate Terms for Northern Waterfront
(Including Piers 26 & 28)

1. Long-Term Venues for Event Bases

Authority will have exclusive use of Piers 26, 28, and 30-32 and Seawall Lot 330 for the
Event. :

Subject to negotiation of a new Host City Agreement between the Cify and the Authority,
Authority will have the right to use Long Term Venues during successive defenses.

City will have the option to use Piers 30-32 for cruise berthing and provisioning when
Pier 27 and Piér 35 are not available, except during the Match.

2. Short-Term Venues for Event Uses

]

Authority will have exclusive use of Piers 19, 23, and 29 under Venue Leases.
Authority will have exclusive use of Pier 27 under a license that will permit City to either
construct core and shell of a new cruise terminal or rehabilitate the existing shed and
provide exclusive use to the Authority during approximately 9 months in 2013.

Authority will have exclusive use of and the water aréa either between Pier 14 and
Pier 22V or between Pier 32 and Pier 38, as the Parties agree.

Authority will have non-exclusive use of Brannan Street Wharf. N
Authority will have non-exclusive use of Pier 80, with footprint to be negotiated.

Subject to negotiation of a new Host City Agreement, the Authority will have the right to
use Short-Term Venues durifig successive defenses.

3. City's Infrastructure Work

]

Complete Brannan Street Wharf by January 1, 2013; and

Cause Pier 36 removal (but not the caisson required for dredging) by January 1, 2013.

Authority’s Infrastructure Work (est. $55 M)

Piers 30-32 substructure and deck repairs; and

Piers 27 shed removal and removal of comprc;mised porti‘on.of Pier 29 {consistent with
Secretary Standards for Treatment of Historic Properties if City opts to construct new
cruise terminal building, and costs for refocating or store shore side power temporarily.

5. Authority’s Additional Work (at its election)

o

Dredging between Pier 14 and Pier 22% or Pier 32 and Pier 38 as agreed by the Parties;
.



AC34 Real Estate Terms — Northern Waterfront Alternative including Pier 26 and Pier 28

e Pier 26 substructure ahd deck repaifs (est. $15 M); and
e Pier 28 substructure and deck repaii's (est. 10 M).
6. Authority’s Long-Term Development Rights (Long Term Ground Leases)
o 66-year Legacy Leases for Piers 30-32 and 75 year lease for Seawall Lot 330.

s 66-year Legacy Option Leases for Pier 26 and/or Pier 28 if Authority performs Additional
Work on each applicable pier. ' ‘ .

e Marina lease on site TBD if Authority performs dredging Additional Work, with term equal
in length required to amortize Authority’s dredging costs through rent credits.

e Ground leases will have commercially reasonable terms comparable to those that the.
Port has offered to other credit tenants that have made significant capital improvements
and enhanced maritime and visitor-serving uses on Port property, all based on the Port's
standard lease form.

« The City and the Event Authority will cooperate in efforts to remove the public trust from
Seawall Lot 330 upon a showing of a clear benefit to the trust, either through a transfer
of the public trust to another City-owned property or legislative action.

s Authority will have up to 10 years after the venue leases have expired to lease Piers-30-
32 and Seawall Lot 330 for interim uses, while it prepares plans and completes all pre-
development work, including CEQA review, for those properties.

o City and Authority will use best efforts to develop a plan to minimize flood risk to Piers °
30-32 and remap Piers 30-32 to allow mixed-use development if the Federal Emergency
Management Agency issues digital flood insurance rate map showing the pier in a high
hazard V-Zone. . . )

7. Balancing Authority Investment in Infrastructure Work (Infrastructure Value) with
Value of Long-Term Development Rights Offered (Legacy Value)

e Parties will cooperate to form an Infrastructure Financing District that includes all Long-
Term Development Sites to facilitate tax increment financing for certain infrastructure
costs of the Authority and the City. : '

« Authority will have the right to increase Legacy Value by perforining infrastructure work
on other Port property with the Port’s consent.

e Through a cost-estimation process based on 60% construction drawings, the Parties will
reach agreement on the value of the Event Authority’s infrastructure work, the value of
which will be amortized and.applied against ground rent, which will be set according to
the Port's parameter rent schedule for similar Port properties.

e If Authority performs Addiiiona{ Work, Legacy Option Leases also will be subject to
‘balancing. ‘ ' - '
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AC34 Host and Venue Agreement
Northern Waterfront Alternative
December 8§, 2010

34™ AMERICA’S CUP HOST CITY AND VENUE AGREEMENT
As Amended for Northern Waterfront Alternative

This 34th America’s Cup Host City and Venue Agreement (“Agreement™), dated
November 9, 2010, is entered into by and among the City and County of San Francisco, a
municipal corporation {the “City™), the San Francisco America’s Cup Organizing
Committee, a corporation organized under the California Public Benefit Non-Profit
Corporation Law (the “Comumittee”), and the America’s Cup Event Authority, LLC, a
limited liability company organized under the laws of California (the “Authority”). The
City, the Committee and the Authority are collectively referred to as the “Parties” and

individually as a “Party.”

RECITALS

A, The competition for the America’s Cup, first held in 1851 at Cowes,
England, is one of the oldest international sporting competitions and the world’s premier
yacht racing event. The Golden Gate Yacht Club of San Francisco (“GGYC”) won the
33rd America’s Cup match in Valencia, Spain on February 14, 2010 and is now trustee
under the Deed of Gift dated October 24, 1887, between George L. Schuyler and the New
York Yacht Club, as amended by final decisions of the Supreme Court of the State of
New York (the “Deed of Gift”), governing the silver cup won by the yacht America in the
first America’s Cup competition. Under the Deed of Gift, GGYC is entrusted with the
organization of the 34™ America’s Cup (“AC34” or the “Event”).

‘B. GGYC has received and accepted the challenge of Club Nautico di Roma
of Roime, Italy (“CNR™), and GGYC and CNR entered into The Protocol Governing
AC34, dated September 9, 2010 and executed September 13, 2010 (together with all
attachments, schedules and appendices thereto, and any amendment or any replacement
protocol that governs AC34, the “Protocol”).

G GGYC and CNR have appointed the Authority, per Article 4 of the
Protocol, to organize and manage AC34, in association with America’s Cup Race
Management (“ACRM”). GGYC intends to select a venue for AC34 on or before
December 31, 2010 and has authorized the Authority and ACRM to assist if to receive
proposals and negotiate terms with prospective interested venues as part of the selection
process.

D. The City wishes to host AC34, including certain of the America’s Cup
World Series Pre-regattas, the America’s Cup Challenger Series, the America’s Cup
Defender Series (if held) and the Match. The Committee has been organized and exists
for public and charitable purposes to foster national and international amateur sports
conpetition in accordance with Section 501(c)(3) of the Internal Revenue Code of 1986,
as amended, and particularly to assist in securing and conducting AC34 in San Francisco,
California and intends to qualify as such a tax-exempt organization. The Committee
wishes to support and facilitate the City’s hosting of AC34, including through assisting in

*Complete copy of document
located in File No. 101259
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