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FILE NO. 090263 RESOLUTION NO.

[Approval of an historical property contract for 166-178 Townsend Street

Resolution under Chapter 71 of the San Franclsco Administrative Code, approving an
historical property contract between 178 Townsend Propertles L1.C, the owner of 168-
178 Townsend Street, and the City and County of San Francisco; authorizing the

Diréctor of Planning and the Assessor to axecute the historical property contract.

WHEREAS, The California Mills Act (Govermment Code Section 50280 et seq.)
authorizes local governments to enter into a contract with the owners of a qualified historical
property who agree to rehabilitate, restore, preserve, and maintain the property in return for
property tax reductions under the Caiifornia Revenue and Taxation Code; and

WHEREAS, San Francisco contains many historic buildings that add to its character

" and international reputation and that have not been adequately maintained, may be

structuraily deficient, or may need rehabilitation, and the costs of ;5ropedy rehabilitating,
restoring, and preserving these historic buildings may be prohibitive for property owners; and,

WHEREAS, Chaptef 71 of the San Francisco Administrative Code was adopted to
implement the provisions of the Mjlls Act and fo preserve these historic buildings; and

WHEREAS, 166-178 Town;send Street is designated as a contributing resource fo the
South End Historic District under Article 10 of the Planning Code and thus qualifies as an
historical property as defined in Administrative Code Section 71 .2; and

WHEREAS, A Mills Act application for an historical property contract has been
submitted by 178 Townsend Properties LL.C, the owner of 166-178 Townsend Street, detailing

proposed rehabilitation work and proposing a maintenance plan for the property; and

Planning Department
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WHEREAS, As required by Administrative Code Section 71.4(a), the application for the
historical property contract for 166-178 Townsend Street was reviewed by the Assessor's
Office and the Historic Preservation Commission; and

WHEREAS, The Assessor has reviewed the historical property contract and has
provided the Board of Supervisors with an estimate of the property tax calculations and the
difference in property tax assessments under the different valuation methods permitted by the

Mills Act in its report transmitted to the Board of Supervisors on ___, which report

is on file with the Clerk of the Board of Supervisors in File No. _ and is hereby

declared to be a part of this resolution as if set forth fully herein; and, . |

WHEREAS, The Historic Preservation Commission recommended approval of the
historical property contract in its Resolution No. 631 which Resolution is on file w:th the Clerk
of the ﬁoard of Supervisors in File No 09'0263 and is hereby declared {o be a part of this
resolution as if set forth fully herein; and,

WHEREAS, The draft historical property contract between 178 Townsend Properties
LLC, owner of 166«~i 78 Townsend Street, and the City and County of San Francisco is on file

with the Clerk of the Board of Supervisors in File No. __ 090263 and is hereby declared

to be a part of this resolution as if set forth fully herein; and,

WHEREAS, The Board of Supervisors has conducted a public hearing pursuant ta
Administrative Code Section 71.4(d) to review the Historic Preservation Commission’s
recommendation and the information provided by the Assessor’s Office in onde.r to determine
whether the City should execute the historical property contract fbr 166-178 Townsend Street;
and o

WHEREAS, The Board of Supervisors has balanced the benefits of the Mills Act to the
owner of 166-178 Townsend Street with the cost to the City of providing the property tax

Supervisor
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reductions authorized by the Mills Act, as well as the historical value of 166-178 Townsend
Street and the .fe.'sult.ant: pmpeny tax .r.eductions: now, thereforé. be it

RESOLVED, That the Board of Supervisors hereby approves the historical property
contract .between 178 Townsend Properties LLC, owner of 166-178 Townsend Strget, and the
City and County of San Francisco; and, be it |

FURTHER RESOLVED, That the Board of Supervisors hereby authorizes the Director

of Planning and the Assessor to execute the historical property contract.

Supervisor .
BOARD OF SUPERVISORS Page 3




BUDGET AND FINANCE SUBCOMMITTEE MEETING APRIL 14,2010

ltem 14 Department(s):
File 09-0263 Planning Department
(continued from February 10, 2010) _Office of the Assessor-Recorder

EXECUTIVE SUMMARY

Legislative Objectives

| » The proposed resolution would approve the execution of a Mills Act Historical Property
Contract between the City and County of San Francisco and 178 Townsend Properties LLC,
the owner of the subject property located at 166-178 Townsend Street.

Fiscal Impacts

e The proposed Mills Act Historical Property Contract would entitle the property owner to
annual estimated Property Tax reductions of $62,296, resulting in reduced total Property
Taxes payable to the City, of at least $620,296, over a ten-year period. However, the
proposed Mills Act Historical Property contract automatically renews annually such that the
proposed contract could be extended indefinitely.

Key Points

e The proposed Mills Act Historical Property Contract would provide 178 Townsend
Properties LLC with Property Tax reductions in exchange for the property owner
rehabilitating and maintaining the existing historical one-story brick building at 166-178
Townsend Street. The property owner intends to develop the property into a six-story mixed
use building, which would extend above the existing historical brick building. On January 27,
2010, the Budget and Finance Committee considered an application from the property owner
for a Mills Act Historical Property Contract which would have granted Property Tax
reductions to the entire six-story building, including the improvements which would extend
above the existing historical brick building.

* On February 1, 2010, the property owner submitted a request to the Planning Department that
the application for a Historical Property Contract be revised such that any Property Tax
reductions would only apply to that portion of the building which was within the envelope of
the existing one-story historical brick building.

e The Mills Act provides for a reduction in an historical property’s assessed value if the
property owner rehabilitates, restores, preserves, and maintains the qualified historical
property. Because the reduction in assessed value results in reduced Property Tax revenues to
the local jurisdiction’s General Fund, approval of a Mills Act Historical Property Contract is
effectively a General Fund subsidy of an historical property. The Mills Act does not require
that local jurisdictions determine (a) if the property would be developed as an historical
property without the reduction in Property Taxes, or (b) if the property owner requires a
reduction in Property Taxes in order to make development of the historical property fiscally
feasible.

s Although the Mills Act does not require local jurisdictions to determine if the property owner

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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requires a reduction in Property Taxes in order to make the development project a fiscally
feasible project, nothing precludes the local jurisdiction from inclusion of such a requirement
in consideration for the local General Funds subsidy being provided to the historical property
owner. Therefore the Budget and Legislative Analyst recommends that the Planning
Department submit legislation to the Board of Supervisors pertaining to Mills Act Historical
Property Contract eligibility guidelines and application requirements, which include
determinations (1) that the property owner requires a reduction in the assessed value and
corresponding reduction in Property Taxes in order to make the development of the historical
property a fiscally feasible project, and (2) that the historical property would not be developed
without reduced Property Taxes for the Property Owner.

e As of January 31, 2010, the property owner of 166-178 Townsend Street owed the City
$105,126 in delinquent Property Taxes and had an approved payment plan for an additional
$59,186 of Property Taxes owed to the City. On February 3, 2010, the property owner (a)
submitted a check to the City in the amount of $67,674, leaving a balance of $37,452 of |
delinquent Property Taxes, and (b) entered into an approved installment payment plan for the
remaining balance of the $37,452. As a result, the property owner has a current approved
payment plan for $96,638 ($59,186 plus $37,452) of Property Taxes owed to the City.

o It should be noted that the owner of 166-178 Townsend Street submitted the current
application on February 7, 2009, prior to the submission of eligibility guidelines and
application requirements as recommended in this report by the Budget and Legislative
Analyst, and therefore the Budget and Legislative Analyst’s recommendation, if accepted by
the Budget and Finance Committee, should not apply to the property owner of 166-178
Townsend Street. It should also be noted that the proposed Mills Act Historical Property
Contract would limit Property Tax reductions fo only that portion of the improved building
which would be within the envelope of the existing building.

Recommendations

o The Planning Department submit legislation to the Board of Supervisors pertaining to Mills

Act Historical Property Contract eligibility guidelines and application requirements, which

" includes determinations (1) that the property owner requires a reduction in the assessed value

and corresponding payment of reduced Property Taxes to the City in order to make the

development of the historical property a fiscally feasible project and (2) that the historical
property would not be developed without reduced Property Taxes for the Property Owner.

e Approval of the proposed resolution is a policy matter for the Board of Supervisors.

The Mills Act, codified in State Government Code Section 50280, authorizes local governments
to enter into Historical Property Contracts with owners of qualified historical properties. The
terms of such Historical Property Contracts provide that owners will rehabilitate, restore,

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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preserve, and maintain their qualified historical properties in return for local governments
reducing the assessed value of the subject properties according to a formula established in the
Mills Act, thereby reducing the Property Taxes payable by the property owner to the City. The
Mills Act specifies that in the event the Mills Act assessment formula results in an assessment
amount which exceeds the -assessment value which would otherwise apply (including the
assessments limits imposed by Proposition 13), the lower of the two values would become the
assessment amount. Because Mills Act Historical Property Contracts result in reduced Property
Tax revenues to the City’s General Fund, the Mills Act Historical Property Contracts
functionally provide a General Fund subsidy to property owners for the rehabilitation of
historical buildings.

Chapter 71 of the City’s Administrative Code states that the Board of Supervisors has “full
discretion to determine whether it is in the public interest to enter into a Mills Act Historical
Property Contract with a particular qualified historical property. The Board of Supervisors may
approve, disapprove or modify and approve the terms of the Historical Property Contract.”

“BACKGROUND

According to Ms. Tara Sullivan, Legislative Affairs Liaison for the Planning Department, the
City has four Mills Act Historical Property Contracts which were previously approved by the
Board of Supervisors. Table 1 below summarizes the reduction in Property Taxes to the City in
the first year of each of these previously approved four Mills Act Historical Property Contracts:

Table 1: Existing Mills Act Historical Property Contracts

(A) (B) (€ (C+a)
Estimated First Year ~ Estimated First Year Estimated® First Year Percent
Property Taxes Without  Property Taxes With  Property Tax Reduction Reduction of
Address a Mills Act Contract a Mills Act Contract ~ With a Mills Act Contract  Property Taxes
460 Bush Street $21,470 $11.802 $9,668 43%
1080 Haight Street $44,678 817,593 - $27,085 61%
1735 Franklin Street $27,101 $18,103 $3.998 33%
690 Market Street* $1,807,186 $1,282,186 $523,000% 29%
Total : $1,200,435 $1,329,684 $570,751

*Chronicle Building

On November 18, 2008 the Board of Supervisors approved a Historical Property Contract
pursuant to the Mills Act for the “Chronicle Building” located at 690 Market Street (File 08-
1410), as shown in Table 1 above. Prior to its application to the Planning Department, the
owners of the Chronicle Building had improved the historical two-tower structure, by (a)
constructing ground floor retail and luxury time-share residential units within the envelope (shell
of the building) of the two historical towers and (b) constructmg a third new tower on top of the
two historical towers. S

! The estimated reduction in Property Taxes reflect the Assessor’s estimates for the first year of the Historical
Property Contract and are not updated to calculate the actual reductions in Property Taxes in subsequent years.

2 The reduction in Property Taxes payable to the City for the 690 Market Street property was capped by the Board of
Supervisors at $525,000 per year. Without such a cap, the annual reduction in Property Taxes payable to the City
would have been approximately $1,450,145.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
14-3



BUDGET AND FINANCE SUBCOMMITTEE MEETING APRIL 14,2010

The Historical Property Contract previously approved by the Board of Supervisors for the
Chronicle Building included only those improvements which were within the envelope of the
two historical towers but specifically excluded the improvements in the third new tower which
extended above the historical portion of the building.

Regarding the proposed request for a Mills Act Historical Property Contract, on January 27,
2010, the Budget and Finance Committee considered an application from 178 Townsend
Properties, LLC, the property owner for the subject property at 166-178 Townsend Street, to
grant Property Tax reductions to the entire six-story building, including the 1mprovements which
would extend above the existing historical brick building, in contrast to the previous decision of
the Board of Supervisors regarding 690 Market Street. During that meeting, the property owner
stated his intent to revise the proposed Historical Property Contract such that any Property Tax
reductions would only apply to that portion of the building w1thm the envelope of the existing
one-story historical brick building. _

On February 1, 2010, the property owner submitted a request to the Planning Department that the
application for a Historical Property Contract be revised such that any Property Tax reductions
would only apply to that portion of the building which was within the envelope of the existing
one-story historical brick building. The Planning Department has not submitted a revised
historical property contract which limits the Property Tax reductions to the envelope of the
existing historical brick building. However, according to Ms. Sullivan, the Planning Department
will revise the proposed historical property contract after the Budget and Finance Committee has
determined what portion of the property would be included in the subject coniract.

Through separate legislation, in December of 2009, the Board of Supervisors approved the sale
of up to $33,000,000 of Tax-Exempt Bonds by the Association of Bay Area Governments
(ABAG) Finance Authority For Nonprofit Corporations to help finance the proposed
development at 166-178 Townsend Street (File 09-1339). The debt service on such bonds is to be
paid by the property owner, 178 Townsend Properties, LLC, such that peither the City nor
ABAG incurs any costs resulting from such bonds. In order to qualify for the benefit of issuing
tax-exempt debt, which ABAG typically offers to only non-profit corporations, 178 Townsend
Properties, LLC (a for-profit entity managed by Mr. Patrick McNerney) entered into a
partnership with Urban Preservation Foundation (a non-profit entity, which is also managed by
Mr. McNerney).

The proposed resolution would (a) approve a Mills Act Historical Property Contract with 178
Townsend Properties LLC, the owner of the property located at 166-178 Townsend Street, and
(b) authorize the Director of Planning and the Assessor to execute the Historical Property
Contract between 178 Townsend Properties LLC, and the City and County of San Francisco. Mr.
McNerney is the president of the Martin Building Company, which owns 178 Townsend
Properties LLC.

According to the Planning Department’s Mills Act Contract Case Report on the subject 166-178
Townsend Street property, provided by Ms. Sullivan (a photograph of the subject property is

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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shown below), the existing building at the corner of Townsend Street and Clarence Place, is a
single story, 22,000 square foot brick building, which operates as a valet parking garage. The
facade of the current building is approximately 24 feet tall at the corners and rises to 36 feet at
the center. The building was designated as a contributing resource to the South End Historic
District, approved by the Board of Supervisors in 1990 (Ordinance No. 104-90), which makes
this property eligible as a qualified historic property under the Mills Act provisions in Chapter
71.2(d) of the City’s Administrative Code.

According to Ms. Sullivan, the property owner, 178 Townsend Properties LLC, intends to
improve the existing property into a six-story, 59,000 square foot, mixed-use building, which
would include (a) up to 94 residential units (with 19 of those unmits, or 20 percent, being
affordable units), (b) ground floor retail, (c) partially below-grade parking with 45 parking
spaces, (d) street improvements along the adjacent street (Clarence Place), and (e) renovation of
the existing historical brick exterior walls. Such improvements are estimated to be completed in
June of 2011 at an estimated total cost of $21 million to be fully paid by the property owners,
including $6,260,000 for the required rehabilitation work. The Budget Analyst notes that the
proposed six-story mixed-use building would extend above the existing single-story historical
brick building, as shown in the illustration below (from the Mills Act application submitted by
the property owners). o | . : o :

SaN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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In accordance with Section 71 of the Administrative Code, the City’s Historic Preservation
Commission reviewed the Mills Act application for 166-178 Townsend Street, including the
proposed improvements to the existing building. On December 16, 2009, the Historic
Preservation Commission adopted Resolution 640, which recommended approval of the
proposed Mills Act Historical Property Contract.

Revisions to the Proposed Historical Property Contract

At its meeting on January 27, 2010, the Budget and Finance Committee considered the proposed
Historical Property Contract with the property owner to provide Property Tax reductions to the
entire six-story building shown in the illustration above. During that meeting, the property
owner stated his intent to revise the proposed Historical Property Contract such that any Property
Tax reductions would only apply to that portion of the building within the envelope of the
existing one-story historical brick building.

During the Budget and Finance Committee meeting on January 27, 2010, the property owner
also distributed an analysis of the benefits which would be provided to the City resulting from
the proposed development project totaling $690,000 (Attachment I). While the Budget Analyst
was not able to verify the calculations, the Budget Analyst notes that if these benefits are correct,
these benefits would occur if the property is constructed with or without the requested Mills Act
Historical Property Contract. As discussed below, Ms. Katie O’Brien, Project Manager for 178
Townsend Properties, LLC, states that the project will not be completed without the requested
Historical Property Contract. :

On February 1, 2010, the property owner submitted a letter to the Planning Department
requesting that their Historical Property Contract application be revised such that the Property

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Tax reductions would only apply to that portion of the building within the envelope of the
existing one-story historical brick building.

'FISCAL IMPACTS -

Currently, the property at 166-178 Townsend Street is assessed at $3,820,348, with Property
Taxes payable to the City in the amount $44,278 for Fiscal Year 2009-2010.

According to Mr. Matthew Thomas, Chief Appraiser at the Assessor’s Office, the proposed
Historical Property Contract would result in a reduction in Property Taxes paid by the property
owner to the City of $62,269 per year, as shown in Table 2 below.

Table 2: Property Tax Loss from Proposed Resolution

Estimated Property Annual
| Value® Property Tax"
Improved Building Without a Mills Act Contract . $31,550,000 $365,664
Improved Building With a Mills Act Contract Applying to the Improvements
. Within the Envelope of the Existing Historical Building’ 26,175,000 303,368
Decrease 7 : $5,375,060 $62,296

Mr. Thomas stated that assessed value of the property may vary from the figures shown in
Table 2 above due to restrictions on assessment increases imposed by Proposition 13 until the
property is sold.

The proposed Mills Act Historical Property Contract would entitle the property owner to annual
estimated Property Tax reductions of $62,296, resulting in reduced total Property Taxes payable
to the City, of at least $620,296, over a ten-year period. However, the proposed Mills Act
Historical Property contract automatically renews annually such that the proposed contract
could be extended indefinitely.

' POLICY CONSIDERATIONS

Although the Planning Department has guidelines for reviewing applications for,
as well as the ongoing management of, Mifls Act Historical Property Contracts,
those guidelines are not consistently followed. In addition, the Board of
Supervisors has not adopted either criteria or guidelines for approving Mills Act
Historical Property Contracts.

The Planning Department’s Preservation Bulletin No. 8 outlines guidelines for the review of
Mills Act Historical Property Contract applications which include (a) a $5,000,000 limit on the

* According to Mr. Thomas, the estimated property value is based on the assumption that market conditions at the
time the improved building is completed are the same as current market conditions.

4 Mr. Thomas stated Property Tax calculations are based on the current tax rate of $1.159 per $100 of assessed
value. '

5 Mr. Thomas determined the estimated property value under the proposed Mills Act contract by calculating that
64% of the volume of the improved building would be within the envelope of the existing historical brick building.
Such volume calculations were based on architectural schematics provided by the applicant.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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value of property which is eligible for a Historical Property Contract, (b) annual inspections of
properties subject to approved Historical Property Contracts, and (¢) a limit of $1,000,000
cumulative annual Property Tax losses to the City for all properties granted Mills Act
Historical Property Contracts.

Although the Planning Department developed the guidelines described above, the Budget
Analyst notes that: (a) after the proposed improvements are completed, the subject property at
166-178 Townsend Street is estimated to be valued above the Planning Department’s
guidelines for the eligibility maximum of $5,000,000°, (b) according to Ms. Sullivan, while no
inspections of any properties subject to approved Historical Property Confract have been
completed, the Planning Department is currently working on inspecting the four previously
approved Mills Act historical properties (see Table 1 above) for compliance with the Mills Act
Program, and (c) the Assessor does not track the annual Property Tax losses to the City
resulting from the previously approved Mill Act Historical Property Contracts.

As noted above, Chapter 71 of the City’s Administrative Code states that the Board of
Supervisors has “full discretion to determine whether it is in the public interest to enter a Mills
Act Historical Property Contract with a particular qualified historical property. The Board of
Supervisors may approve, disapprove or modify and approve the terms of the Historical Property
Contract.” The Budget Analyst notes that the Board of Supervisors has neither approved the
Planning Departments guidelines nor adopted its own criteria or guidelines for evaluating
whether to approve, disapprove or modify individual Historical Property Contracts. As shown
above in Table 1, both the annual amount and percent of Property Tax reductions have varied
considerably for the four previously approved Mills Act Historical Property Contracts. Given
that each Historical Property Contract results in a direct loss of annual Property Taxes to the
City, continues for a ten year period, and annually thereafter in perpetuity unless specifically
terminated by the Board of Supervisors, the approval of cumulative Historical Property Confracts
can have significant negative Property Tax revenue losses on the City’s General Fund.

Mills Act Historical Property Contracts provide a General Fund subsidy to
property owners, but applicants are not required to demonstrate financial need
for such a subsidy.

The Mills Act provides for a reduction in an historical property’s assessed value if the property
owner rehabilitates, restores, preserves, and maintains the qualified historical property. Because
the reduction in assessed value results in reduced Property Tax revenues to the local
jurisdiction’s General Fund, approval of a Mills Act Historical Property Contract is effectively
a General Fund subsidy of an historical property. The Mills Act does not require that local
jurisdictions determine (1) if the property would be developed as an historical property without
the reduction in Property Taxes, or (2) if the property owner requires a reduction in Property
Taxes in order to make development of the historical property fiscally feasible.

For example, and as noted above, the Board of Supervisors previously approved a Mills Act
Historical Property Contract for 690 Market Street which provided the property owner with

¢ According to Ms. Sullivan, the subject property’s current value of $3,820,348 was used when determining
eligibility.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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annual Property Tax reductions, capped by the Board of Supervisors at $525,000 per year.
Without such a cap, the annual reduction in Property Taxes payable to the City would have
been approximately -$1,450,145. In this example, since the Mills Act Historical Property
Contract was approved after the rehabilitation work on 690 Market Street was already
complete, a General Fund subsidy did not have to be granted for the property owner of 690
Market Street in order for the development project to be completed.

According to Ms. OBrien, Project Manager for 178 Townsend Properties, LLC, the requested
Historical Property Contract for 166-178 Townsend Street is necessary for the rehabilitation
and improvement project to begin because of the concerns expressed by the Bank of the West,
the project construction lender. Such concerns include “the projected rental income (after
expenses) is insufficient to cover the debt service in accordance with our underwriting
guidelines,” as stated in a December 1, 2008 letter from Bank of the West (see Attachment II).
The Budget and Legislative Analyst notes that the current application process does not require
independent verification of financial need for the General Fund subsidy provided by a Mills
Act Historical Property Contract.

Although the Mills Act does not require local jurisdictions to determine if the property owner
requires a reduction in Property Taxes in order to make the development project a fiscally
feasible project, nothing precludes the local jurisdiction from inclusion of such a requirement in
consideration for the local General Funds subsidy being provided to the historical property
owner. Therefore the Budget and Legislative Analyst recommends that the Planning Department
submit legislation to the Board of Supervisors pertaining to Mills Act Historical Property
Contract eligibility guidelines and application requirements, which include determinations (1)
that the property owner requires a reduction in the assessed value and corresponding Property
Taxes in order to make the development of the historical property a fiscally feasible project, and
(2) that the historical property would not be developed without reduced Property Taxes for the
Property Owner. .

The property owner has either paid, or entered into an approved instaliment
payment plan, for the $105,126 in Property Taxes which were delinquent as of
January 31, 2010.

Based on data provided by Mr. Francis Nguyen, Director of Property and License Tax at the

Office of the Tax Collector, as of January 31, 2010, the property owner of 166-178 Townsend

Street owed the City $105,126 in delinquent Property Taxes and had an approved payment plan

for an additional $39,186 of Property Taxes owed to the City. On February 3, 2010, the

property owner (a) submitted a check to the City in the amount of $67,674, Jeaving a balance of

$37,452 of delinquent Property Taxes, and (b) entered into an approved installment payment
plan for the remaining balance of the $37,452. As a result, the property owner has a current

approved payment plan for $96,638 ($59,186 plus $37,452) of Property Taxes owed to the

City.

1t should be noted that the owner of 166-178 Townsend Street submitted the current application
on February 7, 2009, prior to the submission of eligibility guidelines and application
requirements as recommended in this report by the Budget and Legislative Analyst, and
therefore the Budget and Legislative Analyst’s recommendation, if accepted by the Budget and
Finance Committee, should not apply to the property owner of 166-178 Townsend Street. It

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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should also be noted that the proposed Mills Act Historical Property Condract would limit
Property Tax reductions to only that portion of the improved building which would be within
the envelope of the existing building.

1. The Planning Department submit legislation to the Board of Supervisors pertaining to
Mills Act Historical Property Contract eligibility guidelines and application requirements,
which includes determinations (1) that the property owner requires a reduction in the
assessed value and corresponding payment of reduced Property Taxes to the City in order
to make development of the historical property a fiscally feasible project, and (2) that the
historical property would not be developed without reduced Property Taxes for the
Property Owner.

2. Approval of the proposed resolution is a policy matter for the Board of Supervisors. |

* ﬁ )
arvey M. Rose _
cc: Supervisor Avalos '
Supervisor Mirkarimi
Supervisor Elsbernd
President Chiu
Supervisor Alioto-Pier
Supervisor Campos
Supervisor Chu
Supervisor Daly
Supervisor Dufty
Supetvisor Mar
Supervisor Maxwell
Clerk of the Board
Cheryl Adams
Controller
CGreg Wagner
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Attachment I

178 TOWNSEND STREET, SAN FRANCISCO
BENEFITS DURING CONSTRUCTION

b it M_______,_,__..,...______....___-—mm-———-—— .

San Francisco Business Tax $

Constructioh Jobs Created (18 months)

BENEFITS UPON COMPLETION

New Residential Units for Persons at 30% AN

Permanent Jobs Created

San Francisco Business Tax (annually) $
Property Tax Increase (annually) $
Sales Tax Increase (annually) $

TOTAL PROJECT BENEFITS (annually) $

14-11

126,000

100

19
50
30,000
160,000

500,000

690,000



Attachment II

BANKSLWEST

December 1, 2008
To Whom It May Concern,

Bank of the West is currently underwriting 2 construction loan for the apartment project
located at 178 Townsend Street, San Francisco. Given that the projected rental mcome
(after expenses) is insufficient to cover the debt service in accordance with our
underwriting guidelines, it would greatly benefit the project to utilize reduced operating
costs afforded by a Mills Act contract for property taxes. The project’s final loan
approval is heavily reliant upon receipt of 2 fully executed Mills Act contract for the

property.
Your expeditious review and approval is appreciated.

Sincerely,

Janette E. Drew

Vice President

Real Estate Industries Division
(925) 979-4642 Phone

(925) 937-1041 Fax

Real Estéte Industries Division
3000 Oak Road, Suite 400  Walnut Creek, CA 94597 {866) 625-4398
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SAN FRANCGISCO

PLANNING DEPARTMENT

February 27, 2009

Ms. Angela Calvillo, Clerk

Board of Supervisors

City and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B, Goodlett Place
San Francisco, CA 94102

Re:  Transmittal of Planning Department Case Number 2008.1277U:
166-178 Townsend Street Mills Act Contract
Historic Preservation Commission Recommendation: Approval

Dear Ms. Calvillo,

The Historic Preservation Commission {hereinafter “Commission”) held a duly noticed public
hearing at a regularly scheduled meeting to consider the proposed Resolution on February 4, 2009.

The propésed Resolution relative to Planning Dept. Case Number 2008.1277U would authorize
the City and County of San Francisco to enter into a Mills Act Historic Property Contract with
certain owners of 166-178 Townsend Street pursuant to Chapter 71 of the Administrative Code.

The Planning Department has determined that actions by regulatory agencies for the protection of
the environment are exempt from environmental review.

At the February 4" hearing, the Commission adopted Resolution Number 631 to recommend that
the Board of Supervisors approve the Mills Act Historical Property Contract for 166-178
Townsend Street.

Please find attached documents relating to the Commission's action. If you have any questions or
require further information please do not hesitate to contact me. ‘

Director of Planning

o Supervisor Daly

Attachments {one copy of the following):
Historic Preservation Commission Resolution No. 631
Historic Preservation Commission Case Report for Case No. 2008.1277U

www. sfplanning.org

1650 Mission o1,
Suite 400

San Francisco,
CA 94103-2479

Reception:
415.558.6378

Fax
415.558.6409

Planfing
information:
415.558.6317



HISTORIC PRESERVATION COMMISSION Case No. 2008.1277U
' 166-178 Townsend Street

. Assessor’s Block 3788, Lot 012

Resolution No. 631

'SAN FRANCISCO

HISTORIC PRESERVATION COMMISSION

RESOLUTION #631

ADOPTING FINDINGS REC{)MMENDING TO THE BOARD OF SUPERVISORS APPROVAL OF THE
MILLS ACT HISTORICAL PROPERTY CONTRACT, REHABILITATION PROGRAM, AND
MAINTENANCE PLAN FOR 166-178 TOWNSEND STREET.

WHEREAS, in accordance with Article 1.9 {commencing with Section 439} of Chapter 3 of Part 2 of Division 1
of the California Revenue and Taxation Code, the City and County of San Francisco may provide certain
property tax reductions, such as the Miils Act; and

WHEREAS, the Mills Act authorizes local governments to enter info contracts with owners of private
historical property who assure the rehabilitation, restoration, preservation and maintenance of a qualified
historical property; and

WHEREAS, Ordinance No. 191-96 amended the San Francisco Administrative Code by adding Chapter 71 to
implement California Mills Act, California Government Code Sections 50280 et seq.; and

WHEREAS, the existing building located at 166-178 Townsend Streetis designated as a contributing resource
to the South End Historic District pursuant to San Francisco Planning Code Article 10, and thus qualifies as a
historic property; and

WHEREAS, at a duly noticed public hearing held on August 20, 2008, the Landmarks Preservation Advisory
Board reviewed documents, correspondence and heard oral testimony on the Certificate of Appropriateness
application for 178 Townsend Street, which are located in Case Docket No. 2005.0470A, and determined that
the proposed project was in conformance with the Secretary of the Interior’s Standards for Rehabilitation and
recommend approval of the Certificate of Appropriateness; and '

WHEREAS, at a duly noticed public hearihg held on September 4, 2008, the Planning Commission reviewed
documents, correspondence and heard oral testimony the Conditional Use application for 178 Townsend

Street, which are located in Case Docket No. 2005.0470C, and authorized the Conditional Use with conditions;

and

WHEREAS, the Planning Department has reviewed the Mills Act application, historical pmper't'y comntract,
rehabilitation program, and maintenance plan for 166-178 Townsend Street, which are located in Case Docket



HISTORIC PRESERVATION COMMISSION Case No. 2008.1277U
166-178 Townsend Street

Assessor’s Block 3788, Lot 012

Resolution No. 631

No. 2008.1277U. The Planning Department recommends approval of the Mills Act historical property
contract, rehabilitation program, and maintenance plan; and

WHEREAS, the Historic Preservation Commission {HPC) recognizes the historic building at 166-178
Townsend Street as an historical resource and believes the rehabilitation and maintenance plans are
appropriate for the property; and

WHEREAS, at a duly noticed public hearing held on February 4, 2009, the Historic Preservation Commission
reviewed documents, correspondence and heard oral testimony on the Mills Act application, historical
property contract, rehabilitation program, and maintenance plan for 166-178 Townsend Street, which are
located in Case Docket No. 2008.1277U. The Historic Preservation Commission recommends approval of the
Mills Act historical property contract, rehabilitation program, and maintenance plan.

THEREFORE BE IT RESOLVED that the Historic Preservation Commission hereby recommends that the
Board of Supervisors approve the Mills Act historical property contract, rehabilitation program, and
maintenance plan for the historic building located at 166-178 Townsend Street.

BE IT FURTHER RESOLVED that the Historic Preservation Commission hereby directs its Recording
Secretary to transmit this Resolution, the Mills Act historical property contract, rehabilitation program, and
rmaintenance plan for 166-178 Townsend Street, and other pertinent materials in the case file 2008.12770 to

the Board of Supervisors.

I hereby certify that the foregoing Resolution was ADOPTED by the Historic Preservation Commission on

Februzary 4, 2009, ?
__,:—’“““ "-,{
e
C ToRD

Linda Avery
Recording Secretary

AYES: ‘ Commissioners Chase, Damkroger, Hasz, Martinez
NOES: None
ABSENT: None

ADOPTED: February 4, 2009



SAN FRANCISCO | |
PLANNING DEPARTMENT

Mills Act Contract Case Report
Hearing Date: February 4, 2009
Filing Dafe: November 6, 2008
Case No.: ‘ 2008.1277U
Project Address: ~ 166-178 Townsend Street
Zoning: SLI (Sexvice/Light Industrial)
50-X Height and Bulk District
Block/Lot: 3788012
Applicant: Katie O'Brien
Martin Building Co.
14 Mint Plaza, 5% floor
San Francisco, CA 94103
Staff Contact Pilar LaValley — (415} 575-9084
pilarlavaliey@sfgov.org
Reviewed By Mark Luellen - (415) 558-6478

markluellen@sfgov.org

PROPERTY DESCRIPTION

The subject property (166-178 Townsend Street) is located on Lot 012 of Assessor’s Block 3788, in the
SLI (Service/Light Industrial) zoning district and a 50-X height and bulk district. The parcel is located
on the north side of the street at the intersection of Clarence Place and Townsend Street.

The subject property, historically known as the California Electric Light Building Station B building, is

‘a contributing resource within the South End Historic District. The subject building was originally
constructed in 1888 as a fhree-story rectilinear front volume (approximately 50’-0" tall} that was
articulated by brick pilasters, arched window openings, a simple brick cornice, and a flat roof. ITn 1906,
the building was severely damaged by the earthquake, which caused the partial collapse of the engine
room (front volume). Although visible architectural elements from the original 1899 structure remain,
the building was substantially rebuilt in 1908 using a different structural system and in an altered
design. As a result of the earthquake damage, the building was reduced in height and a stepped gable
parapet was constructed to cap the front volume (the former engine room). Physical evidence for this
change includes the cornice along the Clarence Place facade. The brick above this band of simple
corbelled brickwork was evidently cut off and what had been a belt course on the earlier three-story
section turned into the cornice for the existing one-story building. The building has recently been used
as a valet parking garage.

In 2005, Martin Building Company initiated a project to provide up to 85 dwelling units and ground
floor retail space within a new addition to the existing building. The proposed addition would fit
within the footprint of the existing building and be setback approximately 40 feet from the Townsend
Street facade. The proposed project includes partially below-grade parking garage (72 spaces), a five-
story structure containing residential and retail, street improvements along Clarence Place, and
existing exterior walls and fenestration will be rehabilitated.

www . sfpltanning.org

1650 KMission Si.
Suite 400G

San Francisco,
(A 94103-2479

Recention:
418.558.6378

Fax:
415.558.6408

Pranning
Information:
415.558.6377



Mill Act Application Case Number 2008.12770
February 4, 2009 . 166-178 Townsend Street

As the proposed project includes exterior alteration to a building within a locally-designated historic
district a Certificate of Appropriateness was required. The Certificate. of Appropriateness for the
project was approved with conditions on August 22, 2008. The proposed project also required..
Conditional Use Authorization, which was approved with conditions by Planning Commission on
September 4, 2008, and a Variance from requirements of Planning Code Sections 134, 140, and 151,
which was approved with conditions by the Zoning Administrator on September 30, 2008. '

PROJECT DESCRIPTION

This project is a Mills Act Historical Property Contract application.

MILLS ACT REVIEW PROCESS

Once a Mills Act application is received, the matter is referred to the Historic Preservation Commission
(HPC) for review and recommendation on the historical property contract, proposed rehabilitation
program, and proposed maintenance plan. The Historic Preservation Commission shall conduct a
public hearing on the Mills Act application and contract and make a recommendation for approval or
disapproval to the Board of Supervisors.

The Board of Supervisors will hold a public hearing to review and approve or disapprove the Mills Act
application and contract. The Board of Supervisors shall conduct a public hearing to review the
Historic Preservation Commission recommendation, information provided by the Assessor’s Office,
and any other information the Board requires in order to determine whether the City should execute a
historical property contract for the subject property.

_ The Board of Supervisors shall have full discretion to' determine whether it is in the public interest to
enter into a Mills Act contract and may approve, disapprove, or modify and approve the terms of the
contract. Upon approval, the Board of Supervisors shall authorize the Director of Planning and the
Assessor’s Office to execute the historical property contract.

MILLS ACT REVIEW PROCEDURES

The Historic Preservation Commission is requested to review and make recommendation on the
following:

¢ 'The draft Mills Act historical property contract between the property owner and the City and
County of San Francisco

» The proposed rehabilitation program

s The proposed maintenance plan

The Historic Preservation Commission may also comment in making a determination as to whether the
public benefit gained through restoration, continued maintenance, and preservation of the property is
sufficient to outweigh the subsequentloss of property taxes to the City.

San ERAHCISCO 2
PLANNING DEPARTRIEMT
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Mill Act Application Case Number 2008.12771
February 4, 2009 166-178 Townsend Street

APPLICABLE PRESERVATION STANDARDS

Ordinance No. 191-96 amended the San Francisco Administrative Code by adding Chapter 71 to
implement the California Mills Act, California Government Code Sections 50280 et seq. The Mills Act

authorizes ‘focal governments fo enter into contracts with private property owners who' will ~

rehabilitate, restore, preserve, and maintain a “qualified historical property.” In return, the property
owner enjoys a reduction in property taxes for a given period. The property tax reductions must be
tnade in accordance with Article 1.9 (commencing with Section 439) of Chapter 3 of Part 2 of Division 1
of the California Revenue and Taxation Code.

Mills Act contracts must be made for a minimum term of ten years, which ten-year period is
automatically renewed by one year annually to create a rolling ten-year term. One year is added
automatically to the initial term of the contract on the anniversary date of the contract, unless notice of
nonrenewal is given or the contract is terminated. If the City issues a notice of nonrenewal, then one
year will no longer be added to the term of the confract on its anniversary date and the contract will
only remain in effect for the remainder of iis term. The City must monitor the provisions of the
contract until its expiration and may terminate the Mills Act contract at any time if it determines that
the owner is not complying with the terms of the contract or the legislation. Termination due to default

immediately ends the contract term. Mills Act contracts remain in force when a property is sold.

San Francisco Administrative Code Chapter 71, Section 71.2, defines a “qualified historic property” as
one that is not exempt from property taxation and that is one of the following:

(a) Individually listed in the National Register of Historic Places;

(b) Listed as a contributor to an historic district included on the National Register of Historic
Places;

(¢) Designated as a City landmark pursuant to San Francisco Planning Code Article 10;

(d) Designated as contributory to an historic district designated pursuant to San Francisco

‘Planning Code Article 10; or .

(¢) Designated as significant (Categories I or II) or contributory (Categories IIf or IV) to a

conservation district designated pursuant to San Francisco Planning Code Article 11.

PUBLIC/NEIGHBORHOOD INPUT

The Department has not received any public comment regarding the Mills Act Property Conifract.

STAFF ANAYLSIS

As detailed in the Mills Act application, the Project Sponsor proposes to rehabilitate and restore the
Townsend Street and Clarence Place facades and front two bays of the 1908 post-and-beam wood truss
system as part of the broader proposed project. The retained pitched roofline will have a new roof,
damaged and deteriorated brick will be repaired and/or replaced in-kind, non-historic infill will be
removed, and appropriate new doors and windows will be installed. In addition, as part of the
structural rehabilitation of the building and evolution of seismic building codes, a concrete sheer wall
structural system will be installed without altering the existing exterior historic fabric or finishes.

As a result of restoration and rehabilitation of the subject building’s historic facades and portion of
existing roof that generally meet the Secretary of Interior’s Standards for Rehabilitation and for

SAN FRAHCISCO 3
FPLAMMNING DEFARTRIENT .



Mill Act Application Case Number 2008.1277U
February 4, 2009 1566-178 Townsend Street

Restoration, 166-178 Townsend Street remains a contributing resource to the South End Historic
District designated pursuant to San Francisco Planning Code Article 10.

... The Project Sponsor, Planning Department Staff, and the-Office of the City Attomey hawsxsgotiated

the attached draft historical property contract, which includes a draft rehabilitation program and draft
maintenance plan for the historic building. Department staff believes that the draft historical property
¢ontract, rehabilitation program, and maintenance plan are adequate. The rehabilitation program
details proposed rehabilitation and restoration of the exterior of the historic property. The
maintenance plan involves a cycle of annual inspections and maintenance and a longer-term
maintenance cycle to be performed as necessary. The attached draft historical property contract will
help the Project Sponsor mitigate these expenditures and will induce the Project Sponsor to maintain
the property in excellent condition in the future.

PLANNING DEPARTMENT RECOMMENDATION

The Planning Department recommends that the Historic Preservation Commission adopt a resolution
recommending approval of the Mills Act historical property contract, rehabilitation program, and
maintenance plan for 166-178 Townsend Street.

HISTORIC PRESERVATION COMMISSION ACTIONS

Review and adopt a resolution:

1. Recommending to the Board of Supervisors the approval of the proposed Mills Act historical
property contract between the property owner and the City and County of San Francisco;

2. Approving the proposed Mills Act rehabilitation program for 166-178 Townsend Street;
3.  Approving the proposed Mills Act maintenance plan for 166-178 Townsend Street; and

4. Commenting on the “value” of the Mills Act contract for 166-178 Townsend Street to assist

_ the Board of Supervisors in making a determination as to whether the Mills Act contract

reducing property taxes in exchange for the rehabilitation, continued maintenance, and
preservation of the property is appropriate and beneficial.

Attachments:

Map ‘

Driraft Mills Act historical property contract.

Proposed rehabilitation program.

Proposed maintenance plan.

Draft Resolution recommending approval of the Mills Act historical property contract, rehabilitation
program, and maintenance plan, to the Board of Supervisors.

Project Sponsor Submission, including Mills Act Application.

SAH FRANGISCO 4
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Recording Requested by, and

when recorded, send notice to:

Director of Planning

1660 Mission Street :
San Francisco, California 94103-2414 7 « 7 “mesoesaesenm s e enies S

CALIFORNIA MILLS ACT
HISTORIC PROPERTY AGREEMENT
. _ 166-178 TOWNSEND STREET
("CALIFORNIA ELECTRIC LIGHT COMPANY STATION B")
SAN FRANCISCO, CALIFORNIA

THiS AGREEMENT is entered into by and between the City and County of San Francisco, a
California municipal corporation (hereinafter called the “City”) and 178 Townsend Properties,
LLC (hereinafter called the “Owner”).

RECITALS

Owner is the owner of the property located at 166-178 Townsend Sireet, in San Francisco,
California (Block 3788, Lot 012). The building located at 166-178 Townsend Street is
designated as a contributory structure to the South End Historic District pursuant to Article 10 of
the Planning Code and is also known as the “The California Electric Light Company Station B"
(hereinafter called the “Historic Property”.) '

Owner desires to execute a rehabilitation and ongoing maintenance project for the Historic
Property. Owner’s application calls for the rehabilitation and restoration of the Historic Property
according to established preservation standards, which it estimates will cost approximately Six
Million Two Hundred Sixty Thousand Dollars ($6,260,000) [SUBJECT TO
REVISION/CONFIRMATION WITH OWNER]. (See Rehabilitation Plan, Exhibit A.)

The State of California has adopted the “Mills Act” (California Government Code Sections
50280-50290, and California Revenue & Taxation Code, Article 1.9 [Section 439 et seq.])
authorizing local governments to enter into agreements with property owners to reduce their
property taxes, or to prevent increases in their property taxes, in return for improvement to and
maintenance of historic properties. The City has adopted enabling legislation, San Francisco
Administrative Code Chapter 71, authorizing it to participate in the Mills Act program.

Owner desires to enter into a Mills Act Agreement with the City to help mitigate its anticipated
expenditures to restore and maintain the Historic Property. The City is willing to enter into such
Agreement to mitigate these expenditures and to induce Owner to restore and mainfain the
Historic Property in excellent condition in the future.

NOW, THEREFORE, in consideration of the mutual obligations, covenants, and conditions
contained herein, the parties hereto do agree as follows:

1. Application of Mills Act. The benefits, privileges, restrictions and obligations provided
for in the Mills Act shall be applied to the Historic Property during the time that this Agreement
is in effect commencing from the date of recordation of this Agreement.

g\documents\178 townsed mills acti] 78t0k2 doc



2. Rehabilitation of the Historic Property. Owner shall undertake and complete the work set
forth in Exhibit A ("Rehabilitation Plan") attached hereto according to certain standards and
requirements. Such standards and requirements shall include, but not be limited to: the Secretary
of the Interior’s Standards for the Treatment of Historic Properties (“Secretary’s Standards™); the
rules and regulations of the Office of Historic Preservation of the California Department of Parks
and Recreation (“OHP Rules and Regulations™); the State Historical Building Code as

determined applicable by the City; sl applicabie-vuilding safety standards; and the requirements “ss s o e

of the San Francisco Historic Preservation Commission (“HPC™), the San Francisco Planning
Commission, and the San Francisco Board of Supervisors, including but not limited to any
Certificates of Appropriateness approved under Planning Code Article 10. The Owner shall
proceed diligently in applying for any necessary permits for the work and shall apply for such
permits not less than six (6) months after recordation of this Agreement, shall commence the
work within six (6) months of receipt of necessary permits, and shall complete the work within
three (3) years from the date of receipt of permits. Upon written request by the Owner, the
Zoning Administrator, at his or her discretion, may grant an extension of the time periods set
forth in this paragraph. Owner may apply for an extension by a letter to the Zoning
Administrator, and the Zoning Administrator may grant the extension by letter without a hearing, -

Work shall be deemed complete when the Director of Planning determines that the Historic
Property has been rehabilitated in accordance with the standards set forth in this Paragraph.
Failure to timely complete the work shall result in cancellation of this Agreement as set forth in
Paragraphs 13 and 14 heretn.

3. Maintenance. Owner shall maintain the Historic Property during the time this Agreement
is in effect in accordance with the standards for maintenance set forth in Exhibit B
("Maintenance Plan"), the Secretary’s Standards; the OHP Rules and Regulations; the State
Historical Building Code as determined applicable by the City; all applicable building safety
standards; and the requirements of the HPC, the San Francisco Planning Commission, and the
San Francisco Board of Supervisors, including but not limited to any Certificates of
Appropriateness approved under Planning Code Article. 10.

4, Damage. Should the Historic Property incur damage from any cause whatsoever, which
damages fifty percent (50%) or less of the Historic Property, Owner shall replace and repair the
damaged area(s) of the Historic Property. For repairs that do not require a permit, Owner shall
commence the repair work within thirty (30) days of incurring the damage and shall diligently
prosecute the repair to completion within a reasonable period of time, as determined by the City.
Where specialized services are required due to the nature of the work and the historic character
of the features damaged, “commence the repair work™ within the meaning of this paragraph may
inchide contracting for repair services. For repairs that require a permit(s), Owner shall proceed -
diligently in applying for any necessary permits for the work and shall apply for such permits not
less than sixty (60) days after the damage has been incurred, commence the repair work within
one hundred twenty (120) days of receipt of the required permit(s), and shall diligently prosecute
the repair to completion within a reasonable period of time, as determined by the City. Upon
written request by the Owner, the Zoning Administrator, at his or her discretion, may grant an
extension of the time periods set forth in this paragraph. Owner may apply for an extension by a
letter to the Zoning Administrator, and the Zoning Administrator may grant the extension by
letter without a hearing. All repair work shall comply with the design and standards established
for the Historic Property in Exhibits A and B attached hereto and Paragraph 3 herein. In the case
of damage to twenty percent (20%) or more of the Historic Property due to a catastrophic event,
such as an earthquake, or in the case of damage from any cause whatsoever that destroys more
than fifty percent (50%) of the Historic Property, the City and Owner may mutually agree to
terminate this Agreement. Upon such termination, Owner shall not be obligated to pay the
cancellation fee set forth in Paragraph 14 of this Agreement. Upon such termination, the City .
shall assess the full value of the Historic Property without regard to any restriction imposed upon
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the Historic Property by this Agreement and Owner shall pay property taxes to the City based
upon the valuation of the Historic Property as of the date of termination.

5. Insurance. Owner shall secure adequate property insurance to meet Owner’s repair and
replacement obligations under this Agreement and shall submit evidence of such insurance to the
City upon request.

e m Ry PR FRaisme s et oz wa SRR CAEREE T

6. Inspections. Owner shall permit periodic examination of the exterior and interior of the
Historic Property by representatives of the HPC, the City’s Assessor, the Department of Building
Inspection, the Planning Department, the Office of Historic Preservation of the California
Department of Parks and Recreation, and the State Board of Equalization, upon seventy-two (72)
hours advance notice, to monitor Owner’s compliance with the terms of this Agreement. Where
access is required to areas not generally accessible to the public, such examination shall occur
during regular business hours. Owner shall provide all reasonable information and
documentation about the Historic Property demonstrating compliance with this Agreement as
requested by any of the above-referenced representatives.

7. Term. This Agreement shall be effective upon the date of its recordation and shall be in
effect for a term of ten years from such date (“Initial Term™). As provided in Government Code
section 50282, one year shall be added automatically to the Initial Term, on each anniversary

date of this Agreement, unless notice of nonrenewal is given as set forth in Paragraph 10 herein.

. Valuation. Pursuant to Section 439.4 of the California Revenue and Taxation Code, as
amended from tirne to time, this Agreement must have been signed, accepted and recorded on or
before the lien date (January 1) for a fiscal year (the following July 1-June 30} for the Historic
Property to be valued under the taxation provisions of the Mills Act for that fiscal year.

9. Termination. In the event Owner terminates this Agreement during the Initial Tert,
Owner shall pay the Cancellation Fee as set forth in Paragraph 14 herein. In addition, the City
Assessor shall determine the fair market value of the Historic Property without regard to any
restriction imposed on the Historic Property by this Agreement and shall reassess the property
taxes payable for the fair market value of the Historic Property as of the date of Termination
without regard to any restrictions fmposed on the Historic Property by this Agreement. Such
reassessment of the property taxes for the Historic Property shall be effective and payable six (6)
months from the date of Termination. ' '

10.  Notice of Nonrenewal. I in any year after the Initial Term of this Agreément has expired
either the Owner or the City desires not to renew this Agreement that party shall serve written
notice on the other party in advance of the annual renewal date. Unless the Owner serves written
notice to the City at least ninety (90) days prior to the date of renewal or the City serves written
‘potice to the Owner sixty (60) days prior to the date of renewal, one year shall be automatically
added to the term of the Agreement. The San Francisco Board of Supervisors shall make the
City’s determination that this Agreement shall not be renewed and shall send a notice of
nonrenewal to the Owner. Upon receipt by the Owner of a notice of nonrenewal from the City,
Owner may make a written protest. At any time prior to the renewal date, City may withdraw its
notice of nonrenewal. If in any year after the expiration of the Initial Term of the Agreement,
either party serves notice of nonrenewal of this Agreement, this Agreement shall remain in effect
for the balance of the period remaining since the execution of the last renewal of the Agreement.

‘11.  Payment of Fees. Within one month of the execution of this Agreement, City shall tender
to Owner a written accounting of its reasonable costs related to the preparation and approval of
the Agreement as provided for in Government Code Section 50281.1 and San Francisco
Administrative Code Section 71.6. Owner shall promptly pay the requested amount within forty-
five (45) days of receipt.
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12.  Default. An event of default under this Agreement may be any one of the following:

(a) Owner’s failure to timely complete the rehabilitation work set forth in Exhibit A in
accordance with the standards set forth in Paragraph 2 herein;
(b} Owner’s failure to maintain the Historic Property in accordance with the
vequitemigideof-Paragraph 3 herein; Lo SR =
{c) Owner’s failure to repair any damage to the Historic Property in a timely manner as
provided in Paragraph 4 herein;
(d) Ownex’s failure to allow any inspections as provided in Paragraph 6 herein;
{e) Owner’s termination of this Agreement during the Initial Term;
(f) Owner’s failure to pay any fees requested by the City as provided in Paragraph 11
herein; .
(g) Owner’s failure to maintain adequate insurance for the replacement cost of the
Historic Property; or ‘
(h) Owner’s failure to comply with any other provision of this Agreement.

An event of default shall result in cancellation of this Agreement as set forth in
Paragraphs 13 and 14 herein and payment of the cancellation fee and all property taxes due upon
the Assessor’s determination of the full value of the Historic Property as set forth in Paragraph
14 herein. In order to determine whether an event of default has occurred, the San Francisco
Board of Supervisors shall conduct a public hearing as set forth in Paragraph 13 herein prior to
cancellation of this Agreement.

13.  Cancellation. As provided for in Government Code Section 50284, City may initiate
proceedings to cancel this Agreement if it makes a reasonable determination that Owner has
breached any condition or covenant contained in this Agreement, has defaulted as provided in
Paragraph 12 herein, or has allowed the Historic Property to deteriorate such that the safety and
integrity of the Historic Property is threatened or it would no longer meet the standards for a
Qualified Historic Property. In order to cancel this Agreement, City shall provide notice to the
Owner and to the public and conduct a public hearing before the Board of Supervisors as
provided for in Government Code Section 50285. The Board of Supervisors shall determine
whether this Agreement should be cancelled. ' '

14.  Cancellation Fee. If the City cancels this Agreement as set forth in Paragraph 13 above,
Owner shall pay a cancellation fee of twelve and one-half percent (12.5%) of the fair market
value of the Historic Property at the time of cancellation. The City Assessor shall determine fair
market value of the Historic Property without regard to any restriction imposed on the Historic
Property by this Agreement. The cancellation fee shall be paid to the City Tax Collector at such
time and in such manner as the City shall prescribe. As of the date of cancellation, the Owner
shall pay property taxes to the City without regard to any restriction imposed on the Historic
Property by this Agreement and based upon the Assessor’s determination of the fair market value
of the Historic Property as of the date of cancellation.

15.  Enforcement of Agreement. In licu of the above provision to cancel the Agreement, the
City may bring an action fo specifically enforce or to enjoin any breach of any condition or
covenant of this Agreement. Should the City determine that the Owner has breached this
Agreement, the City shall give the Owner written notice by registered or certified mail setting
forth the grounds for the breach. If the Owner does not correct the breach, or if it does not
undertake and diligently pursue corrective action, to the reasonable satisfaction of the City within
thirty (30) days from the date of receipt of the notice, then the City may, without further notice,
initiate default procedures under this Agreement as set forth in Paragraph 13 and bring any
action necessary to enforce the obligations. of the Owner set forth in this Agreement. The City
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does not waive any claim of default by the Owner if it does not enforce or cancel this
Agreement.

16. Indemnification. The Owners shall indemnify, defend, and hold harmless the City and all
of its boards, commissions, departments, agencies, agents and employees (individually and
collectively, the “City”) from and against any and all liabilities, losses, costs, claims, judgments,

settlements, damages, liens, fines, penalties and expenses incurved firvenrecton with-or-arisipg:

in whole or in part from: (&) any accident, injury to or death of a person, loss of or damage to
property occurting in or about the Historic Property, (b) the use or occupancy of the Historic
Property by the Owners, its Agents or Invitees; (¢) the condition of the Historic Property; (d) any
construction or other work undertaken by Owners on the Historic Property; or {e) any claims by
unit or interval owners for property tax reductions in excess those provided for under this
Agreement. This indemnification shall include, without limitation, reasonable fees for attorneys,
consultants, and experts and related costs that may be incurred by the City and all indemnified
parties specified in this Paragraph and the City’s cost of investigating any claim. In addition to
Owners obligation to indemnify City, Owner specifically acknowledges and agrees that it has an
immediate and independent obligation to defend City from any claim that actually or potentially
falls within this indemnification provision, even if the allegations are or may be groundless,
false, or fraudulent, which obligation arises at the time such claim is tendered to owner by City,
and continues at all times thereafter. The Owners' obligations under this Paragraph shall survive
termination of this Agreement.

17.  Eminent Domain. In the event that a public agency acquires the Historic Property i
whole or part by eminent domain or other similar action, this Agreement shall be cancelled and
no cancellation fee imposed as provided by Government Code Section 50288.

18. Binding on Successors and Assigns. The covenants, benefits, restrictions, and
obligations contained in this Agreement shall be deemed to run with the land and shall be
binding upon and inure to the benefit of all successors and assigns in interest of the Owner.

19.  Legal Fees. In the event that either the City or the Owner fails to perform any of its
obligations under this Agreement or in the event a dispute arises concerning the meaning or
interpretation of any provision of this Agreement, the prevailing party may recover all costs and
expenses incurred in enforcing or establishing its rights hereunder, including reasonable
attorneys’ fees, in addition to court costs and any other relief ordered by a court of competent
jurisdiction. Reasonable attorneys fees of the City’s Office of the City Attorney shall be based
on the fees regularly charged by private attorneys with the equivalent number of years of

experience who practice in the City of San Francisco in law firms with approximately the same
number of attorneys as employed by the Office of the City Attorney. ‘

20.  Govermning Law. This Agreement shall be construed and enforced in accordance with the
laws of the State of California.

21.  Recordation. Within 20 days from the date of execution of this Agreement, the City shall
cause this Agreement to be recorded with the Office of the Recorder of the City and County of
San Francisco.

22, Amendments. This Agreement may be amended in whole or in part only by a written
recorded instrument executed by the parties hereto in the same manner as this Agreement.

23, No Implied Waiver. No failure by the City to insist on the strict performance of any
obligation of the Owner under this Agreement or to exercise any right, power, or remedy arising
out of a breach hereof shall constitute a waiver of such breach or of the City’s right to demand .
strict compliance with any terms of this Agreement.

gidocuments\178 townsed mills act\} 78tok2.doc



24.  Authority, If the Owner signs as a corporation or a partnership, each of the persons

executing this Agreement on behalf of the Owner does hereby covenant and warrant that such

entity is a duly authorized and existing entity, that such entity has and is qualified to do business

in California, that the Owner has full right and authority to enter into this Agreement, and that
each and all of the persons signing on behalf of the Owner are authorized to do so.

S48 RN A MERICINER BUANANIES I R Ty

25, Severability. If anf{ provision of this Agreement is determined to be invalid or

unenforceable, the remainder of this Agreement shall not be affected thereby, and each other
provision of this Agreement shall be valid and enforceable to the fullest extent permitted by law.

26.  Tropical Hardwood Ban. The City urges companies not to import, purchase, obtain or
use for any purpose, any tropical hardwood or tropical hardwood product.

27.  Charter Provisions. This Agreement is governed by and subject to the provisions of the
Charter of the City. _ g

28.  Signatures. This Agreement may be signed and dated in parts

IN WITNESS WHEREOQF, the parties hereto have executed this Agreement as follows:

CITY AND COUNTY OF SAN FRANCISCO:

By: ' DATE:
Phil Ting
Assessor-Recorder

By: ‘ DATE:
John Rahaim
Director of Planning

APPROVED AS TO FORM:
DENNIS J. HERRERA
CITY ATTORNEY

By: DATE:
Marlena G. Byme
Deputy City Attorney

178 TOWNSEND PROPERTIES LLC

DATE:

By:
Patrick M. McNemey, President
Martin McNerney Development, Inc., its Manager

OWNERS' SIGNATURE(S) MUST BE NOTARIZED.
ATTACH PUBLIC NOTARY FORMS HERE.

g \docupnents\1 78 townsed mills act\178tok2.doc



g

Nbvember B, 2008

g g e . T T R

TR LA

Pilar LaValley, Preservation Planner
San Francisco Planning Department
1650 Mission Street, Ste. 400

San Francisco, CA 94103

Re: 178 Townsend ~ Mills Act
Dear Ms. LaValley:

178 Townsend is a contributor to the South End Historic District. The South End Historic District
is a local San Francisco historic district as well as a Nationaily Certified District by NPS. In
addition, the project received approvals on September 4, 2008 from the Planning Commission for
a CU and Variance as well as a Cettificate of Appropnateness from the Landmark’s Preservation
Board. .

We would like io pursue the Mills Act for the project. Enclosed piease find an apphcatnon binder
for the Mills Act, it includes the following: ‘ :

Mitls Act Application [Form

Letter from NP3 and Ordinance 67-06.

Present Physical Condition of the Property including photographs
Rehabilitation Work to be Performed and Costs

Site Plan, Elevations and Floor Plans

Maintenance Plan

Also included is the application fee payable fo the San Francisco Planning Department for
$8,412.00.

| look forward fo working with you on the Mills Act for 178 Townsend.
Sincerely,

S e Ofg'wfv

Katlie O'Brien

54 MINT STREET FIFTH FLOOR SAN FRANCISCO CALIFORNIA 94103 ‘
TELEPHONE 415.442.4800 FACSIMILE 4134424811 WWW. MARTINBUILDING.COM

a1 ST . . .
- . F TR U L




" A, QUALIFIED HISTORICAL PROPERTY INFORMATIO

General instructions:

The Miils Act authorizes local governments to enter into contracts with owners of private
historical property who will rehabilitate, restore, preserve, and maintain a “qualified
historical property.” For purposes of the Mills Act, a qualified historical property is a
privately owned property that is not exempt from property taxation and which is one
andfor both of the following:

« Individually fisted in the National Registef of Historic Places
« Designated as a San Francisco Landmark pursuant to Article 10 of the
Planning Code.

An owner, or an authorized agent of an owner of a qualified historical property may
submit an application for a Mills Act historical property contract to the Planning
Department on the form below and a fee as set forth in Planning Code Secfion
356(e). This fee covers the first four hours of Planning Department staff time. A fime
and materials fee may later be assessed as set forth in Planning Code Section
350(c).

Property Name:___ | 7.5 TwwASehA |

Historic Name (if known): 56\ lt‘ *Fﬂf%!‘ o Eloctr ‘e, L i‘%!’\““ S-{'a“\tﬁon B
Address of Property; | 7 8 Townse nel .

Cross Streets: C( ATENCE, ? ld(’-e. . be+w£@r\ 2 -—A AP\J‘ 74«41 Sdrets

* Block and Lot of Property: B[a(/k 23789 Lod o!lZ

OQwner: {7 3T0wn5¢wl ?r*age ~h es, LLe (Phone #) L 4»;5) 4L L]‘(,, 52

B. EVIDENDCE THAT PROPERTY IS A QUALIFIED HISTORICAL
PROPERTY . ‘

Is property individually listed on the National Register of Historic Places? If so, please attach evidence of
National Register of Historic Places listing and National Register Status Code assigned to the property.

Evidence of National Register of Historic Places listing: “ (attached)

Evidence of National Register of Historic Places rating: (attached)

is property a designated San Francisco Landmark? If so, please aftach evidence of San Francisco Landmark
4



Per Odinghee 67-06 %‘S?f&(xr‘(’j is lisded as &
Cﬂh—h‘ibm—l—or 4‘0*’{"‘1 5@0’“\ E"\C{' I—J/{§~L0rfc, biSJ’r:’o{ .

designation.
San Francisco Landmark Name: {attached)
San Francisco Landmark Number: ) - (atiached)

Please provide a description of the present physical condition of the property. What type of work is
needed o ensure its long-term preservation and raintenance? Please attach phefos or other evidehce

fo convey present physical condition.

Please see gHnched clasoﬁg#an :

Please provide an explanation of the nafure and cost of rehabilitation, restoration and preservation work
to be performed on the property. Please aitach cost estimates, architectural drawings or other evidence

to explain work to be performed.

Please see ablachd @habili{oton costs.




Please outline plans for the continued maintenance of the property.

Fliase cee atlachsd Maintenance Plan.

F. APPLICANT’S AFFIDAVIT -

Under penalty of perjury, |, the applicant, declare that | am the owner or authorized agent of the owner(s) of
this property, and that the information presented is true and correct to the best of my knowledge.

Signed: | /6&7&0 [9
K atie O 'Beio~ 78 Townsend Qrmé%es L

(Print Name of Applicant in Full)
Date: /O/ 3/ @5
r F

Piease return this form to:

Preservation Coordinator

San Francisco Planning Department
1660 Mission Street, 5% Floor

San Francisco, CA 84103

DO NOT WRITE BELOW THIS LINE = PLANNING DEPARTMENT. INFORMATION
1. Property determined eligible for Mills Act? _ Yes No

2. Application deemed acceptable? Yes No

3. Additional comments:

January 2003

[P TRV AR N LA o)



§78 Townsend Properties, LLC
. .54 Mint Street, 5™ Floor -
San Francisco, CA 94103

April 25, 2008

Attn: Tim Frye, Preservation Planner
San Francisco Planning Department
1650 Mission St., Ste. 400
San Francisco, CA 94103

Re: 166-179 Townsend St.
Authorization

Dear Mr. Frye,

This letter it confirm that | authorize Katie O'Brien as an Auttiorized Agent for 178 Townsend
Propenie;s. Lie. .

Sincerely,

Patrick McNerney, Managing Member
178 Townsend Properties, LLC
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October 27, 2008

United States.Departient of the Interior

NATIONAL PARK SERVICE
" 1348 C Street, NJW.
Washington, D,C. 20240

B R T

John Rahaim

Director of Planning

City of San Francisco

1650 Mission St.., Suite 400
San Francisco, CA 94103-2479

Dear Mr. Rahaim:

The National Park Service is pleased to inform you as duly authorized representative that the South End Historic
District has been certified by the Secretary of the Intetior for purposes of the Tax Reform Act of 1986, as
substantially meeting all the requirements for listing in the National Register of Historic Places.

As a result of this determination, individual property owners of depreciable buildings within this district may now
puzsue Pederal tax incentives for historic preservation by completing the Historic Preservation Certification
Application — Parts 1 and 2 and submitting them to the State Historic Preservation Office (SHPQ). Application
fortms are available divectly from the SHPO. Applications should be submitted as early as possible in the planning
of a rehabilitation project.

Review boards and commissions should become familiar with the Secretary of the Interior's Standards for

Rehabilitation (copy enclosed), used by the Secretary in certifying rehabilitation work for the historic preservation

tax incentives. The SHPO and the NPS are available to advise individuals and organizations about the Standards.

To clarify a reference in your request regarding certification of this district as a National Register historic district,
please note that this certification is for purposes of the Federal Preservation Tax Incentives Program only, not the
National Register of Historic Places. It constitutes a determination of eligibility for listing in the National Register
of Histaric Places, because it was evaluated under the National Register criteria and found to meet them, The
certification is not a National Register listing, however, and the certified local district is not 2 forrnal National
Register historic district as a result of this process. If a listing in the National Register of Historic Places is needed
in the future for purposes beyond the scope of the Federal Preservation Tax Incentives Program, yon may contact
the State Historic Preservation Office to pursue listing procedures outlined in Federal Regulations 36 CFR 60.

Please be aware that changes fo the historic district as presently certified will render this certification null and void
and will require recertification of the revised district for continued benefits under the above laws.

If you have any questions, please call me at (202} 354-20235.
Sincerely,

Guy M. Lapsley
Technical Preservation Services

N National Register
CA SHPO



Attachment C

California Electric Light Company Station B
178 Townsend

- PRESENT PHYSICAL CONDITION OF PROPERTY

PHYSICAL DESCRIPTION

The former Califomia Flectric Light Company Station B is located on a rectangular-shaped,
22,000 SF parcel with frontages on Townsend Street (to the south) and Clarence Place (o the
west). The property is located in the locally-listed South End Historic District. Constructed in
1888, this industrial building is compiised of two paris: a front volume (originally the engine roomy)
facing Townsend Street fo the south, and a rear volume (originally the boiler room) to the north.
The entire building has a long, rectangular footprint. The two volumes are separated by a shared
18-thick brick gable demising wall with a central, arched opening. This wall rises to 51'-0" at ifs
highest point. The south fagade (Townsend Street) features a corbelled cornice and a stepped
parapet, which rises from 23'-7" tall at the side corner pilasters to 35'-7" at the tallest point of the
stepped parapel

The south facade is composed of three bays and four rectangular pilasters; the brick is Yaid in a
running bond pattern below the cornice and a common vond from the cornice to the parapet. The
west bay of the south fagade features an entrance to a former office space. This opening features
a segmental arch with a large wood frame transom and two sidelights framning a hollow metal
door: it is accessed by two concrete steps. The central bay features a semi-circular arched
vehicular entry with a metal rolling door. A small, fixed steel-sash window with two lites is located
above the cornice line; a vent is attached to the bottom of the window. The east bay features a
tall, rectangular opening filled with two 1x1, aluminum-sash windows over two 2x2 steel casement
windows: the upper and lower sash are separated by a sunken panels of 3"-wide vertical wood
siding.

The west fagade (Clarence Place) consists of two visually disparate sections: the front volume
located lo the south of the central brick demnising wall, and the rear volume located to the north of
central demising wall. As mentioned previously, the front volume correspands to the former
engine room, and is composed of eight bays delineated by rectangular brick pilasters. The brick is
laid in a common bond pattern and rises to 19-6” with a subtle projecting cornice of two brick
courses. The bay furthest norih is approximately 127 tafler than the other bays and is capped with
a stepped brick cornice that more closely matches the northern section of the building. The rear
volume corresponds to the former boiler room and consists of a wall that rises to 33°-9" at the
eaves and features a corbelled brick comice at the top, an intermediate cornice with corbelled
supports, and a 4'-5"-tall concrete water table. The west fagade along Clarence Place has six
identical windows set high beneath the intermediate cornice; all window openings are
segmentally arched and have brick sills. Of the six windows, there are three 2x2 wood divided lite
casement windows, while the other three openings are filled with plywood. An ofiginal
segmentally arched vehicular entrance, now filled with brick, is located at the far north end of this
bay. Two larger vehicular openings, both with metal overhead doors occur near the midpoint of
the wall. The faded words “Continental House Bonded Warehouse,” a later use, can be seen in
paint on a brick panel above the vehicular door to the south.

The northeast corner is all that remains visible of the north and east fagades, since adjacent
buildings abut both fagades. Four window openings at the interior of the east wali are infilled with
CMU. An entrance on the northernmost side of the east fagade has been infilled with brick.



PROJECT DESCRIPTION

The proposed project would restore and incorporate the first two bays of the building's 1508 post-
and-beam wood truss system but remove the remaining six wood trusses, which have been
severely compromised. The historic pitched roofline and votume of the front two bays of the
original building would be preserved, and the existing non-historic corrugated steel roof and

.. fibergiass-aidights.would be replaced.with a new glass and steel.skin. in the rear volume, 18 ooy nassvsn mosson s sommss
existing non-historic corrugated roof will be removed, as will the existing steel russés and interior o
smokestack.

South Fagade (Townsend Street) _
The maiority of the building's exterior walls and fagades would be preserved intact. it was
acknowledged by the Landmark’s Preservation Advisory Board that the accretive nature of the
Townsend facade has merit in its own right. Therefore on the Townsend Street fagade minimal
changes are planned, the existing openings will be left as they are. Only non-historic features
such as aluminum windows and signs that date from after the historic district's period of
significance would be removed. The roli-down center door would be replaced with wood “bam”
doors. All historic brick on this fagade would be patched and repaired andfor replaced with in-
_kind materials. The restoration and reconstruction of features on this fagade would closely follow
the Secretary of the Interior's Standards for Restoration and Reconstruction.

West Fagade {Clarence Place)

On Clarence Place new residential entries would be cut into the existing fagade. In addition,
rectangular “strip” windows would be added above the intermediate corbelled brick cornice of the
rear volume. Al historic windows along Clarence Place would remain and all existing pedestian
and vehicular openings previously altered by non-historic construction would be re-opened and
re-activated for use as residential or vehicular entries. The western-most opening along Clarence
Place, which is currently bricked up, will be re-opened with non-historic brick being removed.
Pedestrian access to the residential units will occur via an entrance on Clarence Place, as well as
through the individual unit entries (and one common stairwell entry) along Clarence Place. The
painted signage on the Clarence Place tacade will be retained and preserved in place.

Exterior Brick Walls

The red brick walls currently exhibit several material deterioration issues. These include
inappropriate previous cleanings, water intrusion, and cracking in the masonry. These issues will
be addressed through appropriate conservation and repair technigues.

Gable Roof
The gable roof form is extant but the roof system is failing and in need of repair or replacement.

Multi-lite Window Sash '
Wood mutti-ite window windows display a range of conditions, requiring interventions that range
from simply repainting to full replacement of rotted or missing elements.

Painted Signs on Clarence Place _
The sign above a garage opening has faded and lost most of its paint. The sign will be preserved
and treated to prevent further deterioration.



Attachment C

C. PRESENT PHYSICAL CONDITION OF PROPERTY

California Electric Light Company Station B "
178 Townsend Sireet

Primary facade of 178 Townsend Street, Iookiﬁg North from opposite side of ‘
Townsend Street

178 Townsend Street facade and side view down Clarence Place looking North
from opposite side of Townsend Street
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Attachment C _
178 Townsend ~ Present Physicai Condition of Property

West elevation, rear volume, along Clarence Place looking north




Attachment C
178 Townsend — Present Physical Condition of Property

Front volume interior, looking northwest




Attachment &
178 Townsend -- Present Physical Condition of Property ‘ ‘

Detail of “scars” left by abrasive cleaning.
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Attachment C
178 Townsend — Present Physical Condition of Property
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exterior masonry wall exhibiting m mineral de

Painted lower portion of brick masonry and cement water table, Clarence Place fagade.
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178 Townsend — Present Physical Condition of Property

Painted Signage over roll-up door on Clatence Place facade.



Afttachment D

California Electric Light Company Station B
178 Townsend

e REHABRTATIONRESTORATION AND PRESERVATION WORK .. s st s 51m8tL

TO BE PERFORMED :

NATURE AND COST OF REHABILITATION, RESTORATION AND PRESERVATION WORK
TO BE PERFORMED

Red Brick Walls
{ssue: The red brick walls currently exhibit several material deterioration issues. These include

inappropriate previous cleanings, water intrusion, and cracking in the masonry.

Treatment: The existing brick will be retained in place. However, the abrasive cleaning
has compromised the exterior envelop of the building. Siloxane water repellants, masonry
consolidants or a combination of both will be tested and used on the walls to promote the
water intrusion resistance of the exterior shell and the longevity of the brick.

Issue: Water Intrusion Deterioration resulting from inadequate flashing and water shedding
systems at the roof. The water issues are expressed as staining, mortar erosion, organic growth
and efflorescence on the exterior. On the interior, water intrusion is expressed as significant
organic growth, mortar loss and paint blistering on interior.

Treatment - Exterior. The correctioh of this problem will be a three-step process:

1. Repair or replace the roof cladding, flashing and water shedding systems.

2. Damage to the wall itself, such as mortar erasion or deterioration of the brick would be
repaired. Bricks units that exhibit more than 30% loss of either their surface skin or total
volume would be replacad in kind. Repoint mortar joints that exhibit erosion in excess of
vy from the surface of the wall face. _ :

3. Atter the walls are properly weather-tight, the staining and deterioration issues can be
treated empirically: We would test the appropriate products and methods for each type of
stain: biocides on the organic growth, mild acidic cleaners for lime deposits and
effiorescence runs and masonry cleaners for staining and use appropriately.

Treatment - Interior. The interior features exposed brick walls that are painted. Onthe
interior of the building, this has the effect of trapping water within the wall, behind the
paint layer. The removal of the failing paint is a necessary prior to treating the brick. The
same guidelines described for-the exterior brick apply to the treatment of the interior
brick. We would consult with a hazardous materials specialist before undertaking any
changes or removal of the paint.

{ssue: Cracking. Both the interior and exterior walls exhibit cracks in the masonry and morar
joints. These range from hairline cracks to larger openings that allow water to intrude into the
walls or indicate past or present stresses on the building.

Treatment: When cracks occur along mortar joint, remove mortar a minimum of 1-1/27 in
depth. Repoint mortar joints with an appropriately formulated mortar. When cracks that
are less than 1/8” wide occur in bricks, they would be patched using mortar pigmerntded to
match the color of the brick. For cracks that exceed 1/8” in width, we would replace the
brick unit in kind..



Brick/concrete water fable at rear volume
The water table exhibits only minor spalfing as a result of impact from vehicles.

Trealment: The scarring of the wall (vehicle impacts, minor spaliing at the returns
flanking the doors) are part of the character of this feature and do not pose a threat to the
preservation of the element or the building as a whole. No treatment is recommended,

B n

Gable Roof Form S
The gable roof form is extant but the roof system is failing and in need of repalr or replacement.

Treafment Install new roof diaphragm and water shedding systems.

Mulfi-lite window sash

The Clarence Place facade retains ten original window openings, many of which contain wood
multiite window sashes. These windows display a range of conditions, requiring interventions
that range from simply repainting te full replacement of rotted or missing elements.

Treatment: Original windows of historic merif would be replaced with Bike-kind windows.
Painted signage on Clarence Place
There is a sign featured on the Clarence Place facade above a garage opening. It is discernable,
but has faded and lost most of its paint.

Treatment: Using the gentlest means possible, we would repair the brick substrate as

necessary {crack repair, repointing mortar joints). The signs can be preserved using a
clear masonry sealant, as described in the "Red Brick Walls” section (see above}.

REHABILITATION COSTS

The costs for the major project components of the rehabilitation are listed below.

Foundations - Concrete
Cost: $236,473

Superstructure — Concrete shear wail structural system
Cost. $3,823,304

Exterior Closure - Existing brick cleaning & sealing, exterior plaster and joint sealers, historic
windows and glazing . A
Cost: $1,1985.275

Roofing & Sheet Metal — Sheet metal and flashing, waterproofing, membrane roofing
Cost. $1,005,175
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Attachment E

California Electric Light Company Station B
' 178 Townsend

E. MAINTENANCE WORK TO BE PERFORMED

The following Maintenance Plan was prepared by 178 Townsend Properties, LLC.

EXTERIOR
Graffitl
inspect.  Daily ¢

Remove: As occurs on fagade.

Brick - South Fagade (Townsend Street) and West Fagade (Clarence Place) and interior

Inspect: Annually ‘ ‘

Maintain: As required approximately every 10-15 years. Clean with detergent and spot clean as
needed. Patch cracks when necessary. Repair missing mortar as needed.

Roof

Inspect: Annually -

Maintain: As required approximately every 15 years. inspect roof for membrane failure and
separation of joints. Repair minor damage. Re-roof as reqired.

Windows — South Fagade (Townsend Street) and West Fagade (Clarence Place)

inspect:  Annually

Maintain: As required approximately every 5 years. inspect for missing and loose compound,
moisture seepage. Remove loose glazing compound. Repaint as needed. Repair
hardware as needed. ‘

Painted Signage -- West Fagade (Clarence Place)

inspect: Annually

Maintain: Repair the brick substrate as necessary {crack repair, repointing mortar joints). The
signs can be preserved recoating with a clear masonry sealant as necessary.
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Mill Act Application ' Case Number 2008.1277U
February 4, 2009 166-178 Townsend Street

APPLICABLE PRESERVATION STANDARDS

Ordinance No. 191-96 amended the San Francisco Administrative Code by adding Chapter 71 to
implement the California Mills Act, California Government Code Sections 50280 et seq. The Mills Act
‘atthorizes local govemments to enter into contracts’ with private property “ownerd who will
rehabilitate, restore, preserve, and maintain a “qualified historical property.” In return, the property
owner enjoys a reduction in property taxes for a given period. The property tax reductions must be
made in accordance with Article 1.9 (commencing with Section 439) of Chapter 3 of Part 2 of Division 1

of the California Revenue and Taxation Code.

Mills Act contracts must be made for a minimum term of ten years, which ten-year period is
automatically renewed by one year annually to create a rolling ten-year term. One year is added
automatically to the initial term of the contract on the anniversary date of the contract, unless notice of
nonrenewal is given or the contract is terminated. If the City issues a notice of nonrenewal, then one
year will no longer be added to the term of the contract on its anniversary date and the contract will
only remain in effect for the remainder of its term. The City must monitor the provisions of the
contract until its expiration and may terminate the Mills Act contract at any Hme if it determines that
the owner is not complying with the texms of the contract or the legislation. Termination due to default
immediately ends the contract term. Mills Act contracts remain in force when a property is sold.

San Francisco Administrative Code Chapter 71, Section 71.2, defines a “qualified historic property” as
one that is not exexnpt from property taxation and that is one of the following:

(@) Individually listed in the National Register of Historic Places;

(b) Listed as a contributor to an historic district included on the National Register of Historic
Places;

(c) Designated as a City landmark pursuant to San Francisco Planning Code Article 10;

(d) Designated as contributory to an historic district designated pursuant to San Francisco

. Planning Code Article 10; or '

(e) Designated as significant {Categories I or II) or contributory (Categories IIl or IV) to a

conservation district designated pursuant to San Francisco Planning Code Article 11.

PUBLIC/NEIGHBORHOOD INPUT

The Department has not received any public comment regarding the Mills Act Property Contract.

STAFF ANAYLSIS

As detailed in the Mills Act application, the Project Sponsor proposes to rehabilitate and restore the
Townsend Street and Clarence Place facades and front two bays of the 1908 post-and-beam wood truss
system as part of the broader proposed project. The retained pitched roofline will have a new roof,
damaged and deteriorated brick will be repaired and/or replaced in-kind, non-historic infill will be
removed, and appropriate new doors and windows will be installed. In addition, as part of the.
structural rehabilitation of the building and evolution of seismic building codes, a concrete sheer wall
structural system will be installed without altering the existing exterior historic fabric or finishes.

As a result of restoration and rehabilitation of the subject building’s historic fagades and portion of
existing roof that generally meet the Secretary of Interior’s Standards for Rehabilitation and for

SAN FRANGISCO 3
BLANNING DEPSRTIENT



Mill Act Application Case Number 2008.12771J
February 4, 2009 . 166-178 Townsend Street

Restoration, 166-178 Townsend Street remains a contributing resource to the South End Historic
District designated pursuant to San Francisco Planning Code Article 10.

- The Project Sponsor, Planning Department Staff, and the Office of the.City Attorney-have negotiated
the attached draft historical property contract, which includes a draft rehabilitation program and draft
maintenance plan for the historic building. Departinent staff believes that the draft historical property
contract, rehabilitation program, and maintenance plan are adequate. The rehabilitation program
details - proposed rehabilitation and restoration of the exterior of the historic property. The
maintenance plan involves a cycle of annual inspections and maintenance and a longer-ferm
maintenance cycle to be performed as necessary. The attached draft historical property contract will
help the Project Sponsor mitigate these expenditures and will induce the Project Sponsor to maintain
the property in excellent condition in the future.

PLANNING DEPARTMENT RECOMMENDATION

The Planning Department recommends that the Historic Preservation Comrmission adopt a resolution
recommending approval of the Mills Act historical property coniract, rehabilitation program, and
maintenance plan for 166-178 Townsend Street.

HISTORIC PRESERVATION COMMISSION ACTIONS

Review and adopt a resolufion:

1. Recommending to the Board of Supervisors the approval of the proposed Mills Act historical
property contract between the property owner and the City and County of San Francisco;

2. Approving the proposed Mills Act rehabilitation program for 166-178 Townsend Street;
3. Approving the proposed Mills Act maintenance plan for 166-178 Townsend Street; and

4. Commenting on the “value” of the Mills Act contract for 166-178 Townsend Street to assist
the Board of Supervisors in making a determination as to whether the Mills Act contract
reducing property taxes in exchange for the rehabilitation, continued maintenance, and
preservation of the property is appropriate and beneficial.

Attachments:

Map

Draft Mills Act historical property contract.

FProposed rehabilitation program.

Proposed maintenance plarn. ‘

Draft Resolution recommending approval of the Mills Act historical property contract, rehabilitation
program, and maintenance plan, to the Board of Supervisors. :

Project Sponsor Submission, including Mills Act Application.

SAN FRANCISCO 4
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DRAFT DRAFT DRAFT

Recording Requested by, and

when recorded, send notice to:

Director of Planning

1660 Mission Street

 San Francisco, Califoritia® 941032243 s s enadm ponr o

CALIFORNIA MILLS ACT
HISTORIC PROPERTY AGREEMENT
166-178 TOWNSEND STREET
("CALIFORNIA ELECTRIC LIGHT COMPANY STATION B")
SAN FRANCISCO, CALIFORNIA '

THIS AGREEMENT is entered into by and between the City and County of San Francisco, a
California municipal corporation (hereinafter called the “City”) and 178 Townsend Properties,
LLC (hereinafter called the “Owner”).

RECITALS

Owner is the owner of the property located at 166-178 Townsend Street, in San Francisco,
California (Block 3788, Lot 012). The building located at 166-178 Townsend Street is
designated as a contributory structure to the South End Historic District pursuant to Article 10 of
the Planning Code and is also known as the “The California Electric Light Company Station B"
(hereinafter called the “Historic Property™.) '

Owner desires to execute a rehabilitation and ongoing maintenance project for the Historic
Property. Owner’s application calls for the rehabilitation and restoration of the Historic Property
according to established preservation standards, which it estimates will cost approximately Six
Million Two Hundred Sixty Thousand Dollars ($6,260,000) [SUBJECT TO
REVISION/CONFIRMATION WITH OWNER]. (See Rehabilitation Plan, Exhibit A.)

The State of California has adopted the “Mills Act” (California Government Code Sections
50280-50290, and California Revenue & Taxation Code, Article 1.9 [Section 439 et seq.])
authorizing local governments to enter into agreements with property owners to reduce their
property taxes, or to prevent increases in their property taxes, in return for improvement to and
maintenance of historic properties. The City has adopted enabling legislation, San Francisco
Administrative Code Chapter 71, authorizing it to participate in the Mills ‘Act program.

Owner desires to enter into a Mills Act Agreernent with the City to help mitigate its anticipated
expenditures to restore and maintain the Historic Property. The City is willing to enter into such
Agreement to mitigate these expenditures and to induce Owner to restore and maintain the
Historic Property in excellent condition in the future.

NOW, THEREFORE, in consideration of the mutual obligations, covenants, and conditions
contained herein, the parties hereto do agree as follows:

1. Application of Mills Act. The benefits, privileges, restrictions and obligations provided
for in the Mills Act shall be applied to the Historic Property during the time that this Agreement
is in effect commencing from the date of recordation of this Agreement.

gdocuments\178 townsed mills 2ct\178tok2.doc



2. ' Rehabilitation of the Historic Property. Owner shall undertake and complete the work set
forth in Exhibit A ("Rehabilitation Plan") attached hereto according to certain standards and
requirements. Such standards and requirements shall include, but not be limited to: the Secretary
of the Interior’s Standards for the Treatment of Historic Properties (“Secretary’s Standards”); the
rules and regulations of the Office of Historic Preservation of the California Department of Parks
and Recreation (“OHP Rules and Regulations™); the State Historical Building Code as
-determined applicableby the Gity;-all applicable building safety standards; and the requiremeits =#tes- &7 5525 2
of the San Francisco Historic Preservation Commission (“HPC”), the San Francisco Planning
Commission, and the San Francisco Board of Supervisors, including but not limited to any
Certificates of Appropriateness approved under Planning Code Article 10. The Owner shall
proceed diligently in applying for any necessary permits for the work and shall apply for such
permits not Iess than six (6) months after recordation of this Agreement, shall commence the
work within six (6) months of receipt of necessary permits, and shall complete the work within
three (3) years from the date of receipt of permits. Upon written request by the Owner, the
Zoning Administrator, at his or her discretion, may grant an extension of the time periods set
forth in this paragraph. Owner may apply for an extension by a letter to the Zoning
Administrator, and the Zoning Administrator may grant the extension by letter without a hearing.
Work shall be deemed complete when the Director of Planning determines that the Historic
Property has been rehabilitated in accordance with the standards set forth in this Paragraph.
Failure to timely complete the work shall result in cancellation of this Agreement as set forth in
Paragraphs 13 and 14 herein.

3. Maintenance, Owner shall maintain the Historic Property during the time this Agreement
is in effect in accordance with the standards for maintenance set forth in Exhibit B
("Maintenance Plan"), the Secretary’s Standards; the OHP Rules and Regulations; the State
Historical Building Code as determined applicable by the City; all applicable building safety
standards; and the requirements of the HPC, the San Francisco Planning Commission, and the
San Francisco Board of Supervisors, including but not limited to any Certificates of
Appropriateness approved under Planning Code Article 10.

4. Damage. Should the Historic Property incur damage from any canse whatsoever, which
damages fifty percent (50%) or less of the Historic Property, Owner shall replace and repair the
damaged area(s) of the Historic Property. For repairs that do not require a permit, Owner shall
commence the repair work within thirty (30) days of incurring the damage and shall diligently
prosecute the repair to completion within a reasonable period of time, as determined by the City.
Where specialized services are required due to the nature of the work and the historic character
of the features damaged, “commence the repair work” within the meaning of this paragraph may
include contracting for repair services. For repairs that require a permit(s), Owner shall proceed
diligently in applying for any necessary permits for the work and shall apply for such permits not
less than sixty (60) days after the damage has been incurred, commence the repair work within
one hundred twenty (120) days of receipt of the required permit(s), and shall diligently prosecute
the repair to completion within a reasonable period of time, as determined by the City. Upon
written request by the Owner, the Zoning Administrator, at his or her discretion, may grant an
extension of the time periods set forth in this paragraph. Owner may apply for an extension by a
Jetter to the Zoning Administrator, and the Zoning Administrator may grant the extension by
letter without a hearing. All repair work shall comply with the design and standards established
for the Historic Property in Exhibits A and B attached hereto and Paragraph 3 herein. In the case
of damage to twenty percent (20%) or more of the Historic Property due to a catastrophic event,
such as an earthquake, ot in the case of damage from any cause whatsoever that destroys more
than fifty percent (50%) of the Historic Property, the City and Owner may mutually agree to
terminate this Agreement. Upon such termination, Owner shall not be obligated to pay the .
cancellation fee set forth in Paragraph 14 of this Agreement. Upon such termination, the City
shall assess the full value of the Historic Property without regard to any restriction imposed upon

g \documentsi1 78 townsed mills act\1 78tok2.doc



the Historic Property by this Agreement and Owner shall pay property taxes to the City based
upon the valuation of the Historic Property as of the date of termination.

5. Insurance. Owner shall secure adequate property insurance to meet Owner’s repair and
replacement obligations under this Agreement and shall submit evidence of such insurance o the
City upon request.

6. Inspections. Owner shall permit periodic examination of the exterior and interior of the
Historic Property by representatives of the HPC, the City’s Assessor, the Department of Building
Inspection, the Planning Department, the Office of Historic Preservation of the California
Department of Parks and Recreation, and the State Board of Equalization, upon seventy-two (72)
hours advance notice, to monitor Owner’s compliance with the terms of this Agreement. Where
access is required to areas not generally accessible to the public, such examination shall occur
during regular business hours. Owner shall provide all reasonable information and
documentation about the Historic Property demonstrating compliance with this Agreement as
requested by any of the above-referenced representatives.

7. Term. This Agreement shall be effective upon the date of its recordation and shall be in
effect for a term of ten years from such date (“Initial Term™). As provided in Government Code
section 50282, one year shall be added automatically to the Initial Term, on each anniversary

date of this Agreement, unless notice of nonrenewal is given as set forth in Paragraph 10 herein.

g, Valuation. Pursuant to Section 439.4 of the California Revenue and Taxation Code, as
amended from time to time, this Agreement must have been signed, accepted and recorded on or
before the Hen date (January 1) for a fiscal year (the following July 1-Tune 30) for the Historic
Property to be valued under the taxation provisions of the Mills Act for that fiscal year.

9. Termination, In the event Owner terminates this Agreement during the Initial Term,
Owner shall pay the Cancellation Fee as set forth in Paragraph 14 herein. In addition, the City
Assessor shall determine the fair market value of the Historic Property without regard to any
restriction imposed on the Historic Property by this Agreement and shall reassess the property
taxes payable for the fair market value of the Historic Property as of the date of Termination
without regard to any restrictions imposed on the Historic Property by this Agreement. Such
reassessment of the property taxes for the Historic Property shall be effective and payable six. (6)
months from the date of Termination. ‘

10.  Notice of Nonrenewal. If in any year after the Initial Term of this Agreement has expired
either the Owner or the City desires not to renew this Agreement that party shall serve written
notice on the other party in advance of the annual renewal date. Unless the Owner serves written
notice to the City at least ninety (90) days prior to the date of renewal or the City serves written
notice to the Owner sixty (60) days prior to the date of renewal, one year shall be automatically
added to the term of the Agreement. The San Francisco Board of Supervisors shall make the
City’s determination that this Agreement shall not be renewed and shall send a notice of
nonrenewal to the Owner. Upon receipt by the Owner of a notice of nonrenewal from the City,
Owner may make a written protest. At any time prior to the renewal date, City may withdraw its
notice of nonrenewal. If in any year after the expiration of the Initial Term of the Agreement,
either party serves notice of nonrenewal of this Agreement, this Agreement shall remain in effect
for the balance of the period remaining since the execution of the last renewal of the Agreement.

11.  Payment of Fees. Within one month .of the execution of this Agreement, City shall tender
to Owner a written accounting of its reasonable costs related to the preparation and approval of
the Agreement as provided for in Government Code Section 50281.1 and San Francisco
Administrative Code Section 71.6. Owner shall promptly pay the requested araount within forty-
five (45) days of receipt.

gdocuments\1 78 townsed mills act\178tok2.doc



12. " Default, An event of default under this Agreement may be c11y one of the following:

(a) Owner’s failure to timely complete the rehabilitation work set forth in Exhibit A in
accordance with the standards set forth in Paragraph 2 herein; :
(b) Owner’s failure to maintain the HiStOI‘lC Propex‘cy in accordance wﬂh thc

= - requirements of Paragraph 3 herein, -

(¢) Owner’s failure to repair any damagc to the Hisionc Propcrty na ’nmcly manner as
provided in Paragraph 4 herein;

(d) Owner’s failure to allow any inspections as provided in Paragraph 6 herein;

(e) Owner’s termination of this Agreement during the Initial Term;

(f) Owner’s failure to pay any fees requested by the City as prowdcd in Paragraph 11
herein;

{g) Owner’s failure to maintain adequate insurance for the replacement cost of the
Historic Property; or

(h) Owner’s failure to comply w1th any other provision of this Agreement.

An event of default shall result in cancellation of this Agreement 2s set forth in

- Paragraphs 13 and 14 herein and payment of the cancellation fee and all property taxes due upon
the Assessor’s determination of the full value of the Historic Property as set forth in Paragraph
14 herein. In order to determine whether an event of defaulf has occurred, the San Francisco
Board of Supervisors shall conduct a public hearing as set forth in Paragraph 13 herein prior to
cancellation of this Agreement.

13.  Cancellation. As provided for in Government Code Section 50284, City may initiate
proceedings to cancel this Agreement if it makes a reasonable determination that Owner has
breached any condition or covenant contained in this Agreement, has defaulted as provided in
Paragraph 12 herein, or has allowed the Historic Property to deteriorate such that the safety and
integrity of the Historic Property is threatened or it would no longer meet the standards for a
Qualified Historic Property. In order to cancel this Agreement, City shall provide notice to the
Owner and to the public and conduct a public hearing before the Board of Supervisors as
provided for in Government Code Section 50285. The Board of Supervisors shall determine
whether this Agreement should be cancelled.

14.  Cancellation Fee. If the City cancels this Agreement as set forth in Paragraph 13 above,
Owner shall pay a cancellation fee of twelve and one-half percent (12.5%) of the fair market
value of the Historic Property at the time of cancellation. The City Assessor shall determine fair
market value of the Historic Property without regard to any restriction imposed on the Historic
Property by this Agreement. The cancellation fee shall be paid to the City Tax Collector at such
time and in such manner as the City shall prescribe. As of the date of cancellation, the Owner
shall pay property taxes to the City without regard to any restriction imposed on the Historic
Property by this Agreement and based upon the Assessor’s determination of the fair market value
of the Historic Property as of the date of cancellation.

15.  Enforcement of Agreement. In lieu of the above provision to cancel the Agreement, the
City may bring an action to specifically enforce or to enjoin any breach of any condition or
covenant of this Agreement. Should the City determine that the Owner has breached this
Agreement, the City shall give the Owner written notice by registered or certified mail setting
forth the grounds for the breach. If the Owner does not correct the breach, or if it does not
undertake and diligently pursue corrective action, to the reasonable safisfaction of the City within
thirty (30) days from the date of receipt of the notlce then the City may, without further noftice,
initiate defanit procedures under this Agreement as set forth in Paragraph 13 and bring any
action necessary to enforce the obligations of the Owner set forth in this Agreement. The Cify
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does not waive any claim of default by the Owner if it does not enforce or cancel this
Agreement.

16.  Indemnification. The Owners shall indemnify, defend, and hold harmless the City and all
of its boards, commissions, departments, agencies, agents and employees (individually and |
collectively, the “City””} from and against any and all liabilities, losses, costs, claims, judgments,
settlements, damages, liens; fines; penalties and expeises incurzed in connection with or arising
in whole or in part from: (a) any accident, injury to or death of a person, loss of or damage to
property occurring in or about the Historic Property; (b) the use or occupancy of the Historic
Property by the Owners, its Agents or Invitees; (c) the condition of the Historic Property; (d) any
construction or other work undertaken by Owners on the Historic Property; or (¢) any claims by
unit or interval owners for property tax reductions in excess those provided for under this
Agreement. This indemnification shall include, without limitation, reasonable fees for attorneys,
consultants, and experts and related costs that may be incurred by the City and all indemnified
parties specified in this Paragraph and the City’s cost of investigating any claim. In addition to
Owners obligation to indemnify City, Owner specifically acknowledges and agrees that it has an
immediate and independent obligation to defend City from any claim that actually or potentially
falls within this indemnification provision, even if the allegations are or may be groundless,
false, or fraudulent, which obligation arises at the time such claim is tendered to owner by City,
and continues at all times thereafter. The Owners' obligations under this Paragraph shall survive
termination of this Agreement.

17.  Eminent Domain. In the event that a public agency acquires the Historic Property in
whole or part by eminent dorain or other similar action, this Agreement shall be cancelled and
no cancellation fee imposed as provided by Government Code Section 50288.

18. Binding on Successors and Assigns. The covenants, benefits, restrictions, and
obligations contained in this Agreement shall be deemed to run with the land and shall be
binding upon and inure to the benefit of all successors and assigns in interest of the Owner.

19.  Lepgal Fees, In the event that either the City or the Owner fails to perform any of its
obligations under this Agreement or in the event a dispute arises concerning the meaning or
interpretation of any provision of this Agreement, the prevailing party may recover all costs and
expenses incurred in enforcing or establishing its rights hereunder, including reasonable
attorneys’ fees, in addition to court costs and any other relief ordered by a court of competent
jurisdiction. Reasonable attorneys fees of the City’s Office of the City Attorney shall be based
on the fees regularly charged by private attorneys with the equivalent number of years of
experience who practice in the City of San Francisco in law firms with approximately the same
number of attorneys as employed by the Office of the City Attomney.

20.  Governing Law. This Agreement shall be construed and enforced in accordance with the
laws of the State of California.

21.  Recordation. Within 20 days from the date of execution of this Agreement, the City shall
cause this Agreement to be recorded with the Office of the Recorder of the City and County of
San Francisco.

22. Amendments. This Agreement may be amended in whole or in part only by a written
recorded instrument executed by the parties hereto in the same manner as this Agreement.

23.  No Implied Waiver. No failure by the City to insist on the strict performance of any
obligation of the Owner under this Agreement or to exercise any right, power, or remedy arising
out of a breach hereof shall constitute a waiver of such breach or of the City’s right to demand
strict compliance with any terms of this Agreement.

-+ ghdocaments\1 78 townsed mills acti 1 78tok2.doc



24.  Authority. If the Owner signs as a corporation or a partnership, each of the persons
executing this Agreement on behalf of the Owner does hereby covenant and warrant that such
entity is a duly authorized and existing entity, that such entity has and is qualified to do business
in California, that the Owner has fall right and authority to enter info this Agreement, and that
each and all of the persons signing on behalf of the Owner are authorized to do so.

: AT et LR e PG SRR TR L e e s T -

25. Severabiiig.' If any provision of this Agreement‘ 18 determined to be invalid or
unenforceable, the remainder of this Agreement shall not be affected thereby, and each other

provision of this Agreement shall be valid and enforceable to the fullest extent permitted by law. .

26.  Tropical Hardwood Ban. The City urges companies not to import, purchase, obtain or
use for any purpose, any fropical hardwood or tropical hardwood product.

27.  Charter Provisions, This Agreement is governed by and subject to the provisions of the
Charter of the City. .

28. Signatures. This Agreemeﬁt may be signed and dated in parts

IN WITNESS WHEREQF, the parties hereto have executed this Agreement as follows:

CITY AND COUNTY OF SAN FRANCISCO:

- DATE:

By:
Phil Ting
Assessor-Recorder

By: DATE:
John Rahaim '
Director of Planning

APPROVED AS TO FORM:
DENNIS J. HERRERA
CITY ATTORNEY

DATE:

By:
Marlena G. Byme
Deputy City Attomey

178 TOWNSEND PROPERTIES LLC
By: DATE:

Patrick M. McNerney, President
Martin McNemey Development, Inc., its Manager

OWNERS' SIGNATURE(S) MUST BE NOTARIZED.
ATTACH PUBLIC NOTARY FORMS HERE.

g\documents\178 townsed mills act\178tok2.doc






November 8 2008

'v—-—i

Filar L.aValley, Preservation Planner
San Francisco Planning Department
1660 Mission Street, Ste. 400

San Francisco, CA 84103

Re: 178 Townsend ~ Mills Act
Dear Ms. LaValley:

178 Townsend is a contributor fo the Seuth End Historic District. The South End Historie District
is a local San Francisco historic district as well as a Nationally Certified District by NPS. In
addition, the project received approvals on September 4, 2008 from the Planning Commission for
a CU and Variance as well as a Certificate of Appropriateness from the Landmark’s Preservation
Board.

We would like fo pursue the Mills Act for the project. Enclosed please find an appixcatron binder
for the Mills Act, it includes the following: '

Milis Act Application Form

Letter from NPS and Ordinance 67-06.

Present Physical Condition of the Property including photographs
Rehabilitation Wark fo be Peiformed and Costs

Site Plan, Elevations and Floor Plans

Maintenance Plan

Also included is the application fee payable to the San Francisco Planning Department for
$8,412.00.

1 look forward to working with you on the Mills Act for 178 Townsend.
Sincerely,

Katie O'Brien

54 MINT STREET FIFTH FLOOR SAN FRANCISCO CALIFORNIA 94103
TELEPHONE 415.442.4800 FACSIMILE 4154424811 WWW.MARTINBUILDING.COM

S B




T APPLICATION FQ
General Instructions: S -

The Mills Act authorizes local governments to enter into contracts with owners of private
historical property who wifl rehabilitate, restore, preserve, and maintain a "qualified
historical property.” For purposes of the Mills Act, a qualified historical property is a
privately owned property that is not exempt from property taxation and which is one
andfor both of the following:

« Individually listed in the National Registei‘ of Historic Places
» Designated as a San Francisco Landmark pursuant to Article 10 of the
Planning Code.

An owner, or an authorized agent of an owner of a qualified historical property may
submit an application for a Mills Act historical property contract to the Planning
Department on the form below and a fee as set forth in Planning Code Section
356(e). This fee covers the first four hours of Planning Department staff time. A time
and materials fee may later be assessed as set forth in Planning Code Section
350{c).

. A. QUALIFIED HISTORICAL PROPERTY INFORMATION
Property Name:___| 7.8 Tounsend

Historic Name (if known)._ Lo Litormia. Elegtric, L%M Staton B
Address of Property.___ {7 8 T.awn&e»d . |

Cross étree:s: Clarence Qlace. , hetween: 2ed and 2o d Sdreds
Block and Lot of Property: Block. 2789 Lok o!/Z

owner: [ 78 Townsend PropeHes, LLC  (phone #) (415) 348- 652

7

B. EVIDENDCE THAT PROPERTY IS A QUALIFIED HISTORICAL
PROPERTY

Is property individually fisted on the National Register of Historic Places? If so, please attach evidence of
National Register of Historic Places listing and National Register Status Code assigned to the property.

Evidence of National Register of Historic Places listing: Y {attached)

Evidence of National Register of Historic Places rating: {attached)

Is property a designated San Francisco Landmark? if so, please attach evidence of San Francisco Landmark
4



Pec Ovdinghee 67’0€> '{"(’\1'5 r\])r'(}fxr‘h {5 {lS‘LCCJ s &
Cbh—{—vlbu.%w %Hﬁ S@wu\ Ekcg l——l’{SJ-Orr'c b;Sqf'r:‘ojr .

designation.
San Francisco Landmark Name: (attached)
San Francisco Landmark Number: (attacﬁed)

Please provide a description of the present physical condition of the property. What type of work is
needed to ensure its long-term preservation and maintenance? Please aftach phoios or other evidence

to convey present physfcal condition.

Please see gtaaked daSo}];‘)-@w‘&n .

Please provide an explanation of the nature and cost of rehabilitation, restora_ﬁon and preservation work
to be performed on the property. Please altach cost estimates, architectural drawings or other evidence

to explain work to be performed.

?Lﬂﬂﬁ See ablached @Mb:‘/r’lo.%‘sn costs.




[

Please outline plans for the continued maintenance of the property.

_Please cee attnchid Mainbenanes Plan.

. APPLICANT’S AFFIDAVIT -

Under penalty of perjury, |, the applicant, declare that | am the owner or authorized agent of the owner(s) of
this property, and that the information presented is true and correct to' the best of my knowiedge.

Signed: {M [9 |
K atie O Beia~ 78 Townsend Qm»iwé\'es LLC

(Print Name of Applicant in Full) *
Date: / Of/ 3{ @g

Please refurn this form to:
Preservation Coordinator
$an Francisco Planning Department

1660 Mission Street, 5™ Floor
San Francisco, CA 94103

" DO NOT WRITE BELOW THIS LINE = PLANNING DEPARTMENT INFORMATION
1. Property determined eligible for Mills Act? Yes No

2. Application deemed acceptable? Yes No

3. Additional comments:

January 2003



178 Townsend Properties, LLC
54 Mint Street, 5™ Floor
San Francisco, CA 94103

April 25, 2008

Adtn: Tim Frye, Preservation Planner
San Francisco Planning Department
1650 Mission St., Ste. 400
San Francisco, CA 84103

Re: 166-179 Townsend St
Authorization

Dear Mr. Frye,

This letter it confirm that | authorize Katie O'Brien as an Authorized-Agent for 178 Townsend
Properties, LLG.

Sincerely,

Patrick McNerney, Managing Member -
178 Townsend Properties, LLC



SO R S S T A SN VU I R

2\ United States Department of the Interior

NATIONAL PARK SERVICE
" 1849 C Street, N.W.
Washington, D.C. 20240

S R et 0D T e wte -

Ociober 27, 2008

John Rahaim

Director of Planning

City of San Francisco

1650 Mission St.., Suite 400
San Francisco, CA 94101-2479

Dear Mr. Rahaim;

The National Park Service is pleased to inform you as duly authorized representative that the South End Historic
District has been certified by the Secretary of the Interior for purposes of the Tax Reform Act of 1986, as
substantially meeting all the requirements for listing in the National Register of Historic Places.

As a result of this determination, individual property owners of depreciable buildings within this district may now
pursue Federal tax incentives for historic preservation by completing the Historic Preservation Certification
Application -- Parts 1 and 2 and submifting them to the State Historic Preservation Office (SHPO). Application
forms are available directly from the SHPO. Applications should be submitted as early as possible in the planning
of a rehabilitation project.

Review boards and commissions should become famniliar with the Secretary of the Interior's Standards for
Rehabilitation (copy enclosed), used by the Secretary in certifying rehabilitation work for the historic preservation -
tax incentives. The SHPO and the NPS are available to advise individuals and organizations about the Standards. '

To clarify a reference in your request regarding certification of this district as a National Register historic district,
please note that this certification is for purposes of the Federal Preservation Tax Incentives Program only, not the
National Register of Historic Places. It constitutes a determination of eligibility for listing in the National Register
of Historic Places, because it was evaluated under the National Register criteria and found to meet them, The
cestification is not 2 National Regjster listing, however, and the cestified local district is not a formal National
Register historic district as a result of this process. Ifa listing in the National Register of Historic Places is needed
in the future for purposes beyond the scope of the Federal Preservation Tax Incentives Program, you may contact
the State Historic Preservation Office to pursue listing procedures outlined in Federal Regulations 36 CFR 60.

Please be aware that changes to the historic district as presently certified will render this certification null and void
and will require recertification of the revised district for continued benefits under the above laws.

If you have any questions, please call me at (202) 354-2023,

Sincerely,

Guy M. Lapsley
Technical Preservation Services

el National Register
CA SHPO

PRI VI B R S PR




Attachment C

California Electric Light Company Station B
178 Townsend

C. PRESENT PHYSICAL CONDITION OF PROPERTY

PHYSICAL DESCRIPTION

The former California Electric Light Company Station B is located on a rectangular-shaped,
22,000 SF parcel with frontages on Townsend Street (fo the south) and Clarence Place (o the
west). The property is located in the locally-listed South End Historie District. Constructed in
1888, this industrial building is comprised of two parts: a front volume {originally the ehgine room)
facing Townsend Street to the south, and a rear volume {originally the boiler room} to the north.
The entire building has a long, rectangular footprint. The two valumes are separated by a shared
18"-thick brick gable demising wall with a central, arched opening. This wall rises 1o 51"-0" at its
highest point. The south fagade (Townsend Street) features a corbelled cornice and a stepped
parapet, which rises from 23'-7" tall at the side comer pilasters fo 35'-7” at the tallest point of the
stepped parapet. '

The south fagade is composed of three bays and four rectangutar pilasters; the brick is laid in a

. running bend pattern below the cornice and a common bond from the comice to the parapet. The
west bay of the south fagade features an enfrance to a former office space. This opening features
a segmental arch with a large wood frame {fransom and two sidelights framing a hollow metal
door: it is accessed by two concrete steps. The central bay features a semi-circular arched
vehicular entry with a metal rolling door. A small, fixed steel-sash window with two lites is focated
above the cornice fine; a vent is attached to the bottom of the window. The east bay features a
tall, rectangular opening filled with two 1x1, aluminum-sash windows over two 2x2 steel casement
windows; the upper and lower sash are separated by a sunken panels of 3™-wide vertical wood
siding. '

The west fagade (Clarence Place) consists of two visually disparate sections: the front volume
located fo the south of the central brick demising wall, and the rear volume located to the nortth of
central demising wall. As mentioned previously, the front volume corresponds to the former
engine room, and is composed of eight bays delineated by rectangular brick pilasters. The brick is
aid in a common bond patiern and rises to 19-6” with a subtle projecting cornice of two brick
courses, The bay furthest north is approximately 12” taller than the other bays and is capped with
a stepped brick cornice that more closely matches the northern section of the building. The rear
volume corresponds to the former boiler room and consists of a wall that rises to 33'-9" al the
eaves and feafures a corbelled brick cornice at the fop, an intermediate cornice with corbelied
supports, and a 4'-5"-talf concrete water table. The west facade along Clarence Place has six
identical windows set high beneath the intermediate cornice; all window openings are
segmentally arched and have brick sills. Of the six windows, there are three 22 wood divided lite
casement windows, while the other three openings are filled with plywood. An original
segmentally arched vehicular enfrance, now filled with brick, is located at the far north end of this
bay. Two larger vehicular openings, both with metal ocverhead doors occur near the midpoint of
the wall. The faded words “Continental House Bonded Warehouse,” a later use, can be seen in
paint on a brick panef above the vehicular door to the south. .

The northeast corner is all that remains visible of the north and east fagades, since adjacent
buildings abut both fagades. Four window openings at the interior of the east wall are infilled with
CMU. An entrance on the northernmost side of the east fagade has been infilled with brick.



PROJECT DESCRIPTION

The proposed project would restore and incorporate the first two bays of the building's 1908 post-

and-beam wood truss system but remove the remaining six wood trusses, which have been

severely compromised. The historic pitched roofline and yolume of the front two bays of the

original building would be preserved, and the existing non-historic corrugated steel roof and

- fiberglass skylighisaveuld:be replaced with 2 new.alass and steel skin. In the rear volume, 8. ... s srsarsmen s sswes,
existing non-historic corrugated roof will be removed, as will the existing steel trusses and interior ~~ ~
smokestack.

South Fagade {Townsend Street)
The maijority of the building's exterior walls and fagades would be preserved intact. 1t was
acknowledged by the Landmark's Preservation Advisory Board that the accretive nature of the
Townsend facade has merit in its own right. Therefore on the Townsend Street facade minimal
changes are planned, the existing openings will be left as they are. Only non-historic features
such as aluminum windows and signs that date from after the historic district’s period of
significance would be removed. The roll-down center door would be replaced with wood “barn’
doors. All historic brick on this fagade would be patched and repaired and/or replaced with in-
_kind materials. The restoration and reconstruction of features on this fagade would closely follow
the Secretary of the Interior's Standards for Restoration and Reconstruction.

West Fagade {Clarence Place) .

On Clarence Place new residential entries would be cut into the existing fagade. In addition,
rectangular “strip” windows would be added above the intermediate corbelled brick cornice of the
rear volume. Al historic windows along Clarence Place would remain and all existing pedestiian
and vehicular openings previously altered by non-historic construction would be re-opened and
re-activated for use as residential or vehicular entries. The western-most opening along Clarence
Place, which is currently bricked up, will be re-opened with non-historic brick being removed.
Pedestrian access to the residential units will occur via an entrance on Clarence Place, as well as
through the individual unit entries (and one common stairwell entry) along Clarence Place. The
painted signage on the Clarence Place fagade will be retained and preserved in place.

Exterior Brick Walls

The red brick walls currently exhibit several material deterioration issues. These include
inappropriate previous cleanings, water intrusion, and cracking in the masonry. These issues will
be addressed through appropriate conservation and repair techniques. :

Gable Roof
The gable roof form is extant but the roof system is failing and in need of repair or replacement.

Multi-lite Window Sash
Wood multi-lite window windows display a range of conditions, requiring interventions that range
from simply repainting to full replacement of rotted or missing elements.

Painted Signs on Clarence Place
The sign above a garage opening has faded and lost most of its paint. The sign will be preserved
and treated to prevent further deterioration.



Attachment C

C. PRESENT PHYSICAL CONDITION OF PROPERTY

California Electric Light Company Station B
478 Townsend Street

Primary fagade of 178 Townsend Street, looking North from opposite side of
Townsend Street

178 Townsend Street facade and side view down Clarence Place looking Notth
from opposite side of Townsend Street



Attachment C

— Present Physical Condition of Property

178 Townsend

3
K

West elevation, front volume, along Clarence Place, looking northwest

West elevation, rear volume, along'CIarence Place jooking north



Attachment C
178 Townsend — Present Physical Condition of Property
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Front volume interior, looking northwest



Attachment C :
478 Townsend — Present Physical Condition of Property

Brick damaged by preius abrasive cleaning techniques.

Detail of “scars” left by abrasive cleaning.



’ Attachment C
178 Townsend — Present Physical Conditiorn of Property

Signs of water intrusion and shedding issues evidenced by organic growth, |
staining and efflorescence.



’ Attachment C
{78 Townsend ~ Present Physical Condition of Property
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Detail of exterior

Painted lower portion of brick masonry and cement water table, Clarence Place fagade.



Attachment C
178 Townsend - Present Physical Condition of Property

Painted Signage over roli-up door on Clarence Place fagade,



Attachment D

California Electric Light Company Station B
178 Townsend

s B REHABRITATION:RESTORATION AND PRESERVATION WO BK .z
TO BE PERFORMED

NATURE AND COST OF REHABILITATION, RESTORATION AND PRESERVATION WORK
TO BE PERFORMED

Red Brick Walls
{ssue: The red brick walls currently exhibit several material deterioration issues. These include

inappropriate previous cleanings, water intrusion, and cracking in the masonty,

Treatment: The existing brick will be retained in place. However, the abrasive cleaning
has compromised the exterior envelop of the building. Siloxane water repeliants, masonry
consolidants or a combination of both will be tested and used on the walls to promote the
water intrusion resistance of the exterior shell and the fongevity of the brick.

Issue: Water Intrusion Deterioration resuiting from inadequate flashing and water shedding
systems at the roof. The water issues are expressed as staining, mortar erosion, organic growth
and efflorescence on the exterior. Qn the interior, water intrusion is expressed as significant
organic growth, mortar loss and paint blistering on interior.

Treatment ~ Exterior. The correction of this problem will be a three-step process:

1. Repair or replace the roof cladding, flashing and water shedding systems.

2. Damnage to the wall itself, such as mortar erosion of deterioration of the brick would be
repaired. Bricks units that exhibit more than 30% loss of either their surface skin or total
volume would be replaced in kind. Repoint mortar joints that exhibit erosion in excess of
¥ from the surface of the wall face. ,

3. After the walls are properly weather-tight, the staining and detericration issues can be
treated empirically. We would test the appropriate products and methods for each type of
stain: biocides on the organic growth, mild acidic cleaners for lime deposits and
efflorescence runs and masonry cleaners for staining and use appropriately.

Treatment — Interior. The interior features exposed brick walls that are painted. On the
interior of the building, this has the effect of trapping water within the wall, behind the
paint layer. The removal of the failing paint is a necessary prior to treating the brick. The
same guidelines described for the exterior brick apply to the treatment of the interior
brick. We would consuit with a hazardous materials specialist before underiaking any
changes or removal of the paint.

{ssue: Cracking. Both the interior and exterior walis exhibit cracks in the masonry and mortar
joints. These range from hairline cracks to larger openings that allow water to intrude into the
walls or indicate past or present stresses on the building.

Treatment: When cracks occur along mortar joint, remove mortar a minimum of 1-1/2"in
depth. Repoint mortar joints with an appropriately formutated mortar. When cracks that
are less than 1/8” wide occur in bricks, they would be patched using mortar pigmented to
match the color of the brick. For cracks that exceed 1/8" in width, we would repiace the
brick unit in Kind.




Brick/concrete water table at rear volume
The water table exiibits only minor spalling as a result of impact from vehicles.

Treatment: The scaring of the wall (vehicle impacts, minor spalling at the returns
flanking the doors) are part of the character of this feature and do not pose a threat fo the
preservation of the element or the building as a whole. No treatment is recommended.

R L eetR MY g b LT g -
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* Gable Roof Form
The gable roof form is extant but the roof system is failing and in need of repair or replacement.

Treatment: install new roof diaphragm and water shedding systems.

Multi-lite window sash

The Clarence Place facade retains ten original window openings, many of which contain wood
mulli-lite window sashes. These windows display a range of conditions, requiring interventions
that range fram simply repainting to full replacement of rotted or missing elements.

Treatment_& Original windows of historic meit would be replaced with like-kind windows.
Painted signage on Clarence Place
There is a sign featured on the Clarence Place facade above a garage opening. it is discernable,
but has faded and lost most of its paint. -

Treatment: Using the gentlest means possible, we would repair the brick substrate as

necessary (crack repair, repointing mortar joints). The signs can be preserved using a
clear masonry sealant, as described in the "Red Brick Walls™ section {see above}.

REHABILITATION COSTS

The costs for the major project cornponents of the rehabilitation are listed below.

Foundations - Concrete
Cost $236,473

Superstructure — Concrete shear wall structural system
Cost: $3,823,304

Exterior Closure — Existing brick cleaning & sealing, exterior plaster and joint sealers, historic
windows and glazing
Cost: $1,195,275

Roofing & Sheet Metal - Sheet metal and flashing, waterproofing, membrane roofing
Cost; $1,005,175

3% T A e v
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Attachment E

California Electric Light Company Station B
178 Townsend

E. MAINTENANGE WORK TO BE PERFORMED'

The following Maintenance Plan was prepared by 178 Tewnsend Properties, LLC.
EXTERIOR

Graffiti
Inspect  Daily ,
Remove: As occurs on fagade.

Brick — South Fagade (Townsend Street) and West Facade (Clarence Place) and interior

Inspect: Annually .

Maintain: As required approximately every 10-15 years. Clean with detergent and spot clean as
needed. Patch cracks when necessary. Repair missing moriar as needed,

Roof

Inspect:  Annually :

Maintain: As required approximately every 15 years. Inspect roof for membrane failure and
separation of joints. Repair minor damage. Re-roof as required.

Windows — South Facade (Townsend Street) and West Facade (Clarence Place)

Inspect:  Annually )

Maintain: As required approximately every 5 years. Ingpect for missing and loose compound,
moisture seepage. Remove loose glazing compound. Repaint as needed. Repair
hardware as needad.

Painted Signage — West Facade (Clarence Place)

inspect: Annually

Maintain: Repair the brick substrate as necessary {crack repair, repointing mortar joints). The
signs can be preserved recoating with a clear masonry sealant as necessary.






'SAN FRANCISCO
PLANNING DEPARTMENT

: <
February 27, 2009 ‘l‘.\ .

City and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

Ms. Angela Calvillo, Clerk _ ‘ 3
Board of Supervisors ,%"
1

Re: Transmittal of Planning Department Case Number 2008.1277U:
166-178 Townsend Street Mills Act Contract
Historic Preservation Commission Recommendation: Approval

Dear Ms. Calvillo,

The Historic Preservation Commission (hereinafter “Commission”) held a duly noticed public
hearing at a regularly scheduled meeting to consider the proposed Resolution on February 4, 2009.

The proposed Resolution relative to Planning Dept. Case Number 2008.1277U would authorize
the City and County of San Francisco to enter into a Mills Act Historic Property Contract with
certain owners of 166-178 Townsend Street pursuant to Chapter 71 of the Administrative Code.

The Planning Department has determined that actions by regulatory agencies for the protection of
the environment are exempt from environmental review.

At the February 4 hearing, the Commission adopted Resolution Number 631 to recommend that '

the Board of Supervisors approve the Mills Act Historical Property Contract for 166-178
Townsend Street.

Please find attached documents relating to the Commission’s action. If you have any questions or
require further information please do not hesitate to contact me.

Director of Planning

cc Supervisor Daly

Attachmenis (ome copy. of the following}:

Historic Preservation Commission Resolution No. 631
Historic Preservation Commission Case Report for Case No. 2008.1277U

veww, siplanning.org

. (.S"azi,}"{a'ség%co.
~o  BBGE0TM79
2 -

Planning '
Information;
415.558.6377






SAN FRANCISCO

January 7, 2010

Ms. Angela Calvillo, Clerk
Board of Supervisors

City and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

Re: Transmittal of Planning Department
Case Number 2009.0476U: Mills Act Hxstoncal
Property Contract Application for 178 Townsend Street

Historic Preservation Commission Recommendation: Approval ' o2

..<
‘ -
Dear Ms. Calvillo, [‘E;’

On December 16, 2009, the San Francisco Historic Preservation Commission (herejnafter
“Commission”} conducted a duly noticed public hearing at a regularly scheduled meefing to
consider the proposed Ordinance;

The proposed Resolution relative to Planning Dept. Case Number 2008.1277U would auttjorize
the City and County of San Francisco to enter into a Mills Act Historic Property Contractjwith
certain owners of 166-178 Townsend Street pursuant to Chapter 71 of the Administrative CodL.

The proposed changes have been detemﬁ_ned to be categorically exempi from environmental
review under the Californja Environmental Quality Act Section 15060(c)(2).

At the December 16 hearing, the Commission adopted Resolution Number 640 to recommend

that the Board of Supervisors approve the Mills Act Historical Property Contract for 166-178
Townsend Street.

Please find attached documents relating to the Commission’s action. If you have any questions or
require further information please do not hesitate to contact me.

Director of Planning

Attachments (one copy of the following):
Historic Preservation Cormmission Resolution No. 640

Historic Preservation Commission Executive Summary for Case No. 2009.0476U

www.sfplanning.org

»
.

A

hHd 4l wrmz_

1656 Mission St.
Suite 400

San Francisco,
CA 84103-2479

Reception:
415.558.6378

Fax;
415.558.6409

Planning
Information;
415 558.6377



HISTORIC PRESERVATION COMMISSION _ © " Case No. 2009.0476U
‘ ‘ 166-178 Townsend Street

Assessor’s Block 3788, Lot 012

Resohution No. 640

SAN FRANCISCO
HISTORIC PRESERVATION COMMISSIC)N

RESOLUTION #640

ADOPTING FINDINGS RECOMMENDING TO THE BOARD OF SUPERVISORS APPROVAL OF THE
MILLS ACT HISTORICAL PROPERTY CONTRACT, REHABILITATION PROGRAM, AND
MAINTENANCE PLAN FOR 166-178 TOWNSEND STREET.

PREAMBLE

WHEREAS, in accordance with Article 1.9 {commencing with Section 439) of Chapter 3 of Part 2 of Division 1
of the California Revenue and Taxation Code, the City arid County of San Francisco may provide certain
property tax reductions, such as the Mills At Historical Property Contract program; and

WHEREAS, the Mills Act Historical Property program authorizes local governments to enter into contracts
with owners of private historical property who assure the rehabilitation, restoration, preservation and
maintenance of a qualified historical property; and

WHEREAS, Ordinance No, 191-96 amended the San Francisco Administrative Code by adding Chapter 71to
implement California Mills Act, California Government Code Sections 50280 ¢f seq.; and

WHEREAS, in 2005 Martin Building Company filed entitlement permits to construct an addition within
the footprint of the existing building and develop the site for a mixed-use retail and comnmercial project;
and :

WHEREAS, this original 2005 submittal received a Certificate of Appropriateness on August 22, 2008 by
the former Landmarks Preservation Advisory Board. The project alse required Conditional Use
Authorization from the Planning Commission, which was approved on September 4, 2008 and Variances
from Planning Code Sections 134, 140, and 151, which were approved by the Zoning Admmlstrator on
September 30, 2008; and

WHEREAS, in addition to the entitlements listed above, the project sponsor applied to participate in the
Mills Act Historical Property Contract program. The Historic Preservation Commission (“HPC”) heard
the application, based on the 2005-2008 project on February 4, 2009. The HPC recommended approval of
the contract to the Board of Supervisors; and

WHEREAS, the Budget & Finance Committee considered the Mills Act contract for 178 Townsend on
May 13, 2009, where the Committee continued the itern, requesting additional valuation information from



HISTORIC PRESERVATION COMMISSION Case No, 2009.04761)
166-178 Townsend Street

Assessor’s Block 3788, Lot (12

Resolution No. 640

the Assessor’s Office concerning which portions of the project should be included in the contract; and

WHEREAS, On July 2, 2009, the project sponsor submitted substantial revisions to the 2005-2008 project.
The July 2009 project received a Certificate of Appropriateness from the HPC on September 2, 2009 (see
Motion No. 0026), a Conditional Use Authorization from the Planning Commission on September 3, 2009
{see Motion No. 17944), and Variances from the Zoning Administrator on September 3, 2009; and

WHEREAS, a revised Mills Act Historical Property Contract application based on the modified project -
was filed with the Department on December 3, 200%; and '

WHEREAS, the Planning Department has reviewed the Mills Act Historical Property Contract application,
historical property contract, rehabilitation program, and maintenance plan for 166-178 Townsend Street,
which are located in Case Docket No. 2009.04761), The Planning Deparfment recommends approval of the
Mills Act Historical Property contract, rehabilitation program, and maintenance plar; and

WHEREAS, at a duly noticed public hearing held on December 16, 2009, the HPC reviewed documents,
correspondence and heard oral testimony on the Mills Act Historical Property Contract application, historical
property contraci, rehabilitation program, and maintenance plan for 166-178 Townsend Street, which are
located in Case Docket No. 2009.0476U; and

MOVED, that the Commission hereby recommends that the Board of Supervisors recommends approval
* of the proposed Mills Act Historical Property Contract and adopts the attached Draft Resolution to that
effect. -

FINDINGS

Having reviewed the materials identified in the preamble above, and having heard all testimony and
arguments, this Commission finds, concludes, and determines as follows:

1. 166-178 Townsend Street is a qualified historic property because it is designated as a contributory
building to a historic district designated under Article 10 of the Planning Code - the South End

Historic District;

2. The property’s current tax assessed value is $389,356, below the $5,000,000 assessment for
commercial properties;

3. A 10-year Rehabilitation and Maintenance Plan has been submitted and is adequate (see materials
dated 12/02/09 in Department File No. 09-0476U);

4. The work proposed for the subject property and in the Rehabilitation and Maintenance Plan meets
the Secretary of the Interior’s Standards for the Treatment of Historic Properties;



HISTORIC PRESERVATION COMMISSION Case No. 2009.0476U
166-178 Townsend Street

Assessor’s Block 3788, Lot 012

Resolution No. 640

5. The property owner will ensure that a portion of the Mills Act tax savings will be used to finance
the preservation, rehabilitation, and maintenance of 166-178 Townsend Street; and

6. The Draft Mills Act Historical Property contract for 166-178 Townsend Street is adequate and
sufficient,

7. General Plan Compliance. The proposed Ordinance is, on balance, consistent with the following
Objectives and Policies of the General Plan:

L. URBAN DESIGN ELEMENT
THE URBAN DESIGN ELEMENT concerns the physical character and order of the city, and the
relationship between people and their environment.

GOALS

The Uirban Design Element is concerned both with development and with preservation. It is a concerted
effort to recognize the positive attributes of the cily, to enhance and conserve those attributes, and fo
improve the living environment where it is less than satisfactory. The Plan is a definition of quality, a
definition based upon human needs.

OBJECTIVE 1
EMPHASIS OF THE CHARACTERISTIC PATTERN WHICH GIVES TO THE CITY AND ITS
NEIGHBORHOODS AN IMAGE, A SENSE OF PURPOSE, AND A MEANS OF ORIENTATION.

POLICY 1.3
Recognize that buildings, when seen together, produce a total effect that characterizes the city and its
districts,

OBJECTIVE 2
CONSERVATION OF RESOURCES WHICH PROVIDE A SENSE OF NATURE, CONTINUITY
WITH THE PAST, AND FREEDOM FROM OVERCROWDING.

POLICY 2.4
Preserve notable landmarks and areas of historic, architecfural or aesthetic value, and promote the
preservation of other buildings and features that provide continuity with past development.

POLICY 2.5
Use care in remodeling of older buildings, in order to enhance rather than weaken the original character of

such buildings.

POLICY 2.7
Recognize and protect ontstanding and unique areas that contribute in an extraordinary degree to San
‘Francisce's visual form and character.

The goal of the proposed Mills Act Historical Property Contract is to provide incentives for property



HISTORIC PRESERVATION COMMISSION Case No, 2009.0476U
166-178 Townsend Street

Assessor's Block 3788, Lot 012

Resolution No. 640

owners who have significant historic resources fo maintain and preserve them for future generations of San
. Franciscans. The proposed Mills Act Historical Property Contract for 166-178 Townsend Street will ussist
in the rehabilitation and preservation of a contributory structure in the South End Historic District.

8. The proposed project is generally consistent with the eight General Plan priority policies set forth
in Section 101.1 in that: '

a. The existing neighborhood-serving retail uses will be preserved and enhanced and
fulure opportunities for resident employment in ard ownership of such businesses
will be' enhanced:

The proposed Mills Act Historical Property Coniract would not impact existing
neighborhwod-serving refail uses or opporfunities for employment in or ownership of such
businesses. ‘

b. The existing housing and neighborhood character will be conserved and protected in
order to preserve the cultural and economic diversity of our neighborhoods:

The proposed Mills Act Historical FProperty Contract will streﬁgtken neighborkood character
by assisting in the funding of the preseroation of a confributing structure to the South End
Historic District.

c. The City’s supply of affordable housing will be preserved and enthanced:

The proposed Mills Act Historical Property Contract will help in the financing and
construction of affordable residential units at 178 Townsend Street.

d. The commuter traffic will not impede MUNI fransit service or overburden our streets
or neighborhood parking:

The proposed Mills Act Historical Property Contract will nof result in commuter traffic
impeding MUNI tramsit service or voerburdening the streets or neighborhood parking.

e. A diverse economic base will be maintained by protecting our industrial and service
sectors from displacement due to commercial office development. And future
opportunities for resident employment and ownership in these sectors will be
enhanced:

The proposed Mills Act Historical Property Contract would not adversely affect the industrial
or service sectors or future opportunities for resident employment or ownership in these
sectors.

f.  The City will achieve the greatest possible preparedness to protect against injury and



HISTORIC PRESERVATION COMMISSION ‘ Case No. 2009.0476U
' 166-178 Townsend Street

Assessor’s Block 3788, Lot 012

Resolution No. 640

loss of life in an earthquake:

Preparedness against injury and loss of life in an earthquake is unaffected by the proposed
Mills Act Historical Property Contract. Any construction or alteration associated would be
executed in compliance with all upplicable construction and safety measures, :

g That landmark and historic buildings will be preserved:

The proposed Mills Act Historical Property Contract incentivizes the preservation of a
conkributory building within the South End Historic District.

h. Parks and open space and their access to sunlight and vistas will be protected from
development:

The proposed Mills Act Historical Property Contract will not impact the c ity's parks and
open space.

THEREFORE BE IT RESOLVED that the Historic Preservation Commission hereby recommends that the
Board of Supervisors approve the Mills Act Historical Property Contract, rehabilitation program, and
maintenance plan for the historic building located at 166-178 Townsend Street.

BE IT FURTHER RESOLVED that the Historic Preservation Commission hereby directs its Recording
Secretary to transmit this Resolution, the Mills Act historical property contract, rehabilitation program, and

maintenance plan for 166-178 Townsend Street, and other pertinent materials in the case file 2009.0476U to
- the Board of Supervisors.

I hereby certify that the foregoing Resolution was ADOFTED by the Historic Preservation Commission on

Degember 16, 2009. ‘
Linda Avery ,/V

Recording Secretary
AYES: 7 Chase, Damkroger, Hasz, Martinez, Buckley, Matsuda
NOES: Wolfram
ABSENT:

ADOPTED: December 16, 2009



Milis Act Historical Property Contract

HISTORIC PRESERVATION COMMISSION CASE REPORT

Hearing Date: December 16, 2009
Filing Date: December 3, 2009
Case No.: 2009.0476U
Project Address:  166-178 Townsend Street
Zoning: SLI {Service/Light Industrial)
65-X Height and Bulk District
Blocki/Lot: 3788/012
Applicant: Katie O'Brien
Martin Building Co.
14 Mint Plaza, 5% floor
San Francisco, CA 94103
Staff Contact Pilar LaValley - (415) 575-9084
pilar.lavalley@sfgov.org
Reviewed By Tina Tam — (415) 558-6325

tina.tam@sfgov.org,

PROPERTY DESCRIPTION

The subject property (166-178 Townsend Street) is located on Lot 012 of Assessor’s Block 3788, in the
SLI (Service/Light Industrial) zoning district and a 65-X height and bulk district. The parcel is located
on the north side of the street at the intersection of Clarence Place and Townsend Street.

The subject property, historically known as the Californda Electric Light Building Station B building, is
a contributing resource within the Article 10 South End Historic District. The subject building was
originally constructed in 1888 as a three-story rectilinear front volume (approximately 50"-0" tall) that
was articulated by brick pilasters, arched window openings, a simple brick cornice, and a flat roof. In .
1906, the building was severely damaged by the earthquake, which caused the partial collapse of the
engine room (front volume). Although visible architectural elements from the original 1899 structure
remain, the building was substantially rebuilt in 1908 using a different structaral system and in an
altered design.. As a result of the earthquake damage, the building was reduced in height and a
stepped gable parapet was constructed to cap the front volume (the former engine room). Physical
evidence for this change includes the cornice along the Clarence Place fagade. The brick above this
band of simple corbelled brickwork was evidently cut off and what had been a belt course on the
earlier three-story section turned into the cornice for the existing one-story building. The building has
recently been used as a valet parking garage.

In 2005, Martin Building Company filed entitlemnent permits to construct an addition within the
footprint of the existing building and develop the site for a mixed-use retail and commercial project.

www.sfplahning.org




Mills Act Historical Property Contract Application Case Number 2009.0476U
December 16, 2009 - 166-178 Townsend Street

The project submitted in 2005 provided for up to 85 dwelling units and ground floor retail space. The
addition would fit within the footprint of the existing building and be setback approximately 40 feet
from the Townsend Street fagade. The original project included a 72-space partially below-grade
parking garage, a five-story structure containing residential and retail uses, sireet linprovements along
Clarence Place, and the rehabilitation of the existing exterior walls and fenestration.

This original 2005 subrnittal received a Certificate of Appropriateness {with conditions) on August 22,
2008 by the former Landmarks Preservation Advisory Board. The project also required Conditional
Use Authorization from the Planming Commission, which was approved on September 4, 2008 and
Variances from Planning Code Sections 134, 140, and 151, which were approved by the Zoning
Administrator on September 30, 2008.

In addition to the entitlements listed above, the project sponsor applied to participate in the Mills Act
Historical Property Contract program. The Historic Preservation Commission (“HIPC”) heard the
application, based on the 2005-2008 project on February 4, 2009. The HPC recommended approval of
the contract to the Board of Supervisors. The Budget & Finance Committee considered the Mills Act
contract for 178 Townsend on May 13, 2009, where the Committee continued the item, requesting
additional valuation information from the Assessor’s Office concerning which portions of the project
should be included and/for excluded in the contract.

On July 2, 2009, the project sponsor submitted substantiai revisions to the 2005-2008 project. The
modified project will provide up to 94 dwelling units, 45 at or partially-below grade off-street parking
spaces, and ground floor retail and daycare space within a new addition. The approximately 59,000
square foot, six-story addition would fit within the footprint of the existing building and rise to 62-feet
in height. The 3 through 5% floors would be setback at least 37-feet from the Townsend Street facade
and the new 6% floor would be setback an additional 23-feet from the Townsend Street facade and 11-
feet from the Clarence Place elevation.

The July 2009 project received a Certificate of Appropriateness from the HPC on September 2, 2009 (see
Motion No. 0026), a Conditional Use Authorization from the Planning Commission on September 3,
2009 (see Motion No. 17944), and Variances from the Zoning Administrator on September 3, 2009.

A revised Mills Act Historical Property Contract application based on the modified project was filed
with the Department on December 3, 20{19

MILLS ACT HISTORICAL PROPERTY CONTRACT REVIEW PROCESS

Once a Mills Act Historical Property Contract application is received, the matter is referred to the
Historic Preservation Commission ("HPC”) for review and recommendation on the contract
application, historical property contract, proposed rehabilitation program, and proposed maintenance
_plan. The HPC shall conduct a public hearing on the Mills Act Historical Property Contract application
and contract and make a recommendation for approval or disapproval to the Board of Supervisors .

The Board of Supervisors (“BOS”} will hold a public hearing to review and approve or disapprove the
Mills Act Historical Property Contact application and contract. The BOS will review the HPC
reconumendation, information provided by the Assessor’s Office, and any other information the Board




Mills Act Historical Property Contract Application Case Number 2009.0476U
December 16, 2009 166-178 Townsend Street

requires in order to determine whether the City should execute a historical property contract for the
subject propetty.

The Board of Supervisors has full discretion to determine whether it is in the public interest to entex
into a Mills Act Historical Property confract and may approve, disapprove, or modify and approve the
terms of the coniract. Upon approval, the Board of Supervisors shall authorize the Director of Planning
and the Assessor’s Office to execute the historical property contract.

MILLS ACT HISTORICAL PROPOERTY CONTRACT REVIEW PROCEDURES

The HPC is requested to review and make recommendation on the following:

t.  Whether the property meets the Mills Act Historical Property Contract policy criteria;

2. The draft Mills Act Historical Property Contract between the property owner and the City and
County of San Francisco;

3. The proPosed rehabilitation program; and
4. The propbsed maintenance plan.

The HPC may also comment in making a determination as to whether the public benefit gained
through restoration, continued maintenance, and preservation of the property is sufficient to outweigh
the subsequent loss of property taxes to the Cily.

APPLICABLE PRESERVATION STANDARDS

Ordinance No. 191-96 amended the San Prancisco Administrative Code by adding Chapter 71 to
implement the California Mills Act, California Government Code Sections 50280 ef seg. The Mills Act
authorizes local governments to enter into contracts with private property owners who will
rehabilitate, restore, preserve, and maintain a “qualified historical property.” In retumn, the property .
owrner enjoys a reduction in property taxes for a given period. The property tax reductions must be
made in accordance with Article 1.9 (commencing with Section 439) of Chapter 3 of Part 2 of Division 1
of the California Revenue and Taxation Code.

Mills Act Historical Property Contracts are for a minimum of ten years. The coniract automatically
renews each year on its anniversary date and a new ten-year term becomes effective. The contract runs
(essentially in perpetuity) with the land, The City must monitor the provisions of the contract until its
expiration and may terminate the Mills Act Historical Property contract at any time if it determines that
the owner is not complying with the terms of the contract or the legistation. Termination due to default
immediately ends the contract term.

San Francisco Administrative Code Chapter 71, Section 71.2, defines a “qualified historic property” as
one that is not exempt from property taxation and is one of the following:

1. Individually listed in the National Register of Historic Places;

2. Listed as a contributor to an historic district included on the Natonal Register of Historic
Places;




Mills Act Historical Froperty Contract Application . Case Number 2009.0476U
December 16, 2009 . 166-178 Townsend Street

3. Designated as a City landmark pursuant to San Francisco Planning Code Article 10;

4. Designated as contributory to an historic district designaied pursuant to San Francisco
Planming Code Article 10; or '

5. Designated as significant (Categories I or II) or confributory (Categories 1II or IV) to a
‘conservation district designated pursuant to San Francisco Planning Code Article 11.

In addition to the qualifications listed above, the project/subject property should also meet the
following policy criteria:

1. The property meets the property fax value assessments, as determined by the Assessor’s Office
and the Planning Department;

2. 1f the property does not meet the pre-coniract assessments, it qualifies for an exemption from
these limits;

3. The maintenance and rehabilitation plan is detailed and sufficient;

4. The proposed work to be conducted under the maintenance and rehabilitation plan meets the
Secretary of the Interior's Standards for the Treatment of Historic' Properties and/or the California
Historic Building Code; and

5. The property owner will ensure that a portion of the Mills Act tax savings will be used to
finance the preservation, rehabilitation, and maintenance of the property.

PUBLIC/NEIGHBORHOOD INPUT

The Department has not received any public comment regarding the Mills Act Property Contract.

STAFF ANAYLSIS

As detailed in the Mills Act Historjcal Property Contract application, the Project Sponsor proposes to
rehabilitate and restore the Townsend Street and Clarence Place facades and front two bays of the 1908
post-and-beam wood truss system as part of the broader proposed project. The retained pitched
roofline will have a new roof, damaged and deteriorated brick will be repaired and/or replaced in-
kind, non-historic infill will be removed, and appropriate new doors and windows will be installed. In
addition, as part of the structural rehabilitation of the building and evolution of seismic building codes,
a concrete sheer wall structural system will be installed without altering the existing exterior historic
fabric or finishes.

As a result of restoration and rehabilitation of the subject building’s historic facades and portion of
existing roof that generally meet the Secretary of Interior’s Standards for Rehabilitation and for
Restoration, 166-178 Townsend Street remains a contributing resource to the South End Historic District
designated pursuant to San Frandisco Planning Code Article 10.

The Project Sponsor, Planning Department Staff, and the Office of the City Attorney have negotiated
the attached draft historical property contract, which includes a draft rehabilitation program and draft
mairntenance plan for the historic building. Department staff believes that the draft historical property
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contract, rehabilitation program, and maintenance plan are adequate. The rehabilitation program
details proposed rehabilitation and restoration of the exterior of the historic property. The
maintenance plan involves a cycle of annual inspections and maintenance and a longer-term
maintenance cycle to be performed as necessary. The attached draft historical property corndract will
help the Project Sponsor mitigate these expenditures and will induce the Project Sponsor to maintain
the property in excellent condition in the future.

PLANNING DEPARTMENT RECOMMENDATION

The Planning Department recommends that the Historic Preservation Commission adopt a resolution
recornumending approval of the Mills Act historical property contract, rehabilitation program, and
maintenance plan for 166-178 Townsend Street. In particular, the Department finds that:
« 166-178 Townsend Street is a qualified historic property because it is designated as a confributory
building to a historic district designated under Article 10 of the Planning Code — the South End

Historic District;

« The property’s current tax assessed value is $389,356, below the $5,000,000 assessment for
commercial properties;

« A 10-year Rehabilitation and Maintenance Plan has been submitted and is adequate (see
materials dated 12/02/09 in Department File No. 09-04760);

« The work proposed for the subject pioperty and in the Rehabilitation and Maintenance Plan
meets the Secretary of the Interior’s Standards for the Treatment of Historic Properties;

+ The property owner will ensure that a portion of the Mills Act tax savings will be used to finance
the preservation, rehabilitation, and maintenance of 166-178 Townsend Street; and

» The Draft Mills Act Historical Property conttact for 166-178 Townsend Street is adequate and
sufficient. ' '

HISTORIC PRESERVATION COMMISSION ACTIONS
Review and adopt a resolution:

1. Recommending to the Board of Supervisors the approval of the proposed Mills Act Historical
Property Contract between the property owner and the City and County of 5an Francisco;

2. Approving the proposed Mills Act rehabilitation program for 166-178 Townsend Streef;
3. Approving the proposed Mills Act maintenance plan for 166-178 Townsend Street; and

4.  Commenting on the “value” of the Mills Act contract for 166-178 Townsend Street to assist
the Board of Supervisors in making a determination as to whether the Mills Act contract
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reducing property taxes in exchange for the rehabilitation, continued maintenance, and
preservation of the property is appropriate and beneficial.

Attachments:

Attachment A:

Attachiment B:

Attachment C:
Attachment D:
Attachment E:

Draft Resolution recommending approval of the Mills Act historical property contract,
rehabilitation program, and maintenance plan, to the Board of Supervisors

Historic Preservation Motion 0026, dated September 2, 2009

Planning Commission Motion 17944, dated September 3, 2009

Draft Mills Act historical property contract

Project Sponsor Submission, including Rehabilitation and Maintenance Plan




DRAFT DRAFT DRAFT

Recording Requested by, and

when recorded, send notice to:
Director of Planning

1660 Mission Street

San Francisco, California 94103-2414

CALIFORNIA MILLS ACT
HISTORIC PROPERTY AGREEMENT
166-178 TOWNSEND STREET
("CALIFORNIA ELECTRIC LIGHT COMPANY STATION B")
SAN FRANCISCO, CALIFORNIA

THIS AGREEMENT is entered into by and between the City and County of San Francisco, a
California municipal corporation (hereinafter called the “City”) and 178 Townsend Properties,
LLC (hereinafter called the “Owner”).

RECITALS

Owner is the owner of the property located at 166-178 Townsend Street, in San Francisco,
California (Block 3788, Lot 012). The building located at 166-178 Townsend Street 1s
designated as a contributory structure to the South End Historic District pursnant to Article 10 of
the Planning Code and is also known as the “The California Electric Light Company Station B"
(hereinafter called the “Historic Property™.)

Owner desires to execute a rehabilitation and ongoing maintenance project for the Historic
Property. Owner’s application calls for the rehabilitation and restoration of the Historic Property
according to established preservation standards, which it estimates will cost approximately Six
Million Two Hundred Sixty Thousand Dollars ($6,260,000) [SUBJECT TO
REVISION/CONFIRMATION WITH OWNER]. (See Rehabilitation Plan, Exhibit A.)

The State of California has adopted the “Mills Act” (California Government Code Sections
50280-50290, and California Revenue & Taxation Code, Article 1.9 [Section 439 et seq.])
authorizing local governments to enter info agreements with property owners to reduce their
property taxes, or to prevent increases in their property taxes, in return for improvement to and
maintenance of historic properties. The City has adopted enabling legislation, San Francisco
Administrative Code Chapter 71, authorizing it to participate in the Mills Act program.

Owner desires to enter into a Mills Act Agreement with the City to help mitigate its anticipated
expenditures to restore and maintain the Historic Property. The City is willing to enter into such
Agreement to mitigate these expenditures and to induce Owner to restore and maintain the
Historic Property in excellent condition in the future.

NOW, THEREFORE, in consideration of the mutual obligations, covenants, and conditions
contained herein, the parties hereto do agree as follows:

1. . Application of Mills Act. The benefits, privileges, restrictions and obligations provided
for in the Mills Act shall be applied to the Historic Property during the time thaf this Agreement
is in effect commencing from the date of recordation of this Agreement.
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2. Rehabilitation of the Historic Property. Owner shall undertake and complete the work set
forth in Exhibit A ("Rehabilitation Plan") attached hereto according to certain standards and
requirements. Such standards and requirements shall include, but not be limited to: the Secretary
of the Interior’s Standards for the Treatment of Historic Properties (“Secretary’s Standards”); the.
rules and regulations of the Office of Historic Preservation of the California Department of Parks
and Recreation (“OHP Rules and Regulations™); the State Historical Building Code as
determined applicable by the City; all applicable building safety standards; and the requirements
of the San Francisco Historic Preservation Commission (“HPC™), the San Francisco Planning
Commission, and the San Francisco Board of Supervisors, including but not limited to any
Certificates of Appropriateness approved under Planning Code Axticle 10. The Owner shail
proceed diligently in applying for any necessary permits for the work and shall apply for such
permits not less than six (6) months after recordation of this Agreement, shall commence the
work within six (6) months of receipt of necessary permits, and shall complete the work within
three (3) years from the date of receipt of permits. Upon written request by the Owner, the
Zoning Administrator, at his or her discretion, may grant an extension of the time periods set
forth in this paragraph. Owner may apply for an extension by a letter to the Zoming
Administrator, and the Zoning Administrator may grant the extension by letter without a hearing.
Work shall be deemed complete when the Director of Planning determines that the Historic
Property has been rehabilitated in accordance with the standards set forth in this Paragraph.
Failure to timely complete the work shall result in cancellation. of this Agreement as set forth in
Paragraphs 13 and 14 herein.

3. Maintenance. Owner shall maintain the Historic Property during the time this Agreement
is in effect in accordance with the standards for maintenance set forth in Exhibit B
("Maintenance Plan"), the Secretary’s Standards; the OHP Rules and Regulations; the State
Historical Building Code as determined applicable by the City; all applicable building safety
standards; and the requirements of the HPC, the San Francisco Planmng Commission, and the
San Francisco Board of Supervisors, including but not limited to any Certificates of
Appropriateness approved under Planning Code Article 10.

4. Damage. Should the Historic Property incur damage from any cause whatsoever, which
damages fifty percent (50%) or less of the Historic Property, Owner shall replace and repair the
~ damaged area(s) of the Historic Property. For repairs that do not require a permit, Owner shall
commence the repair work within thirty (30) days of incurring the damage and shall diligently
prosecute the repair to completion within a reasonable period of time, as determined by the City.
Where specialized services are required due to the nature of the work and the historic character
of the features damaged, “commence the repair work™ within the meaning of this paragraph may
_include contracting for repair services. For repairs that require a permit(s), Owner shall proceed
diligently in applying for any hecessary permits for the work and shall apply for such permits not
less than sixty (60) days after the damage has been incurred, commence the repair work within
one hundred twenty (120) days of receipt of the required permit(s), and shall diligently prosecute
the repair to completion within a reasonable period of time, as determined by the City. Upon
written request by the Owner, the Zoning Administrator, at his or ber discretion, may grant an
extension of the time periods set forth in this paragraph. Owner may apply for an extension by a
letter to the Zoning Administrator, and the Zoning Administrator may grant the extension by
letter without a hearing. All repair work shall comply with the design and standards established
for the Historic Property in Exhibits A and B attached hereto and Paragraph 3 herein. In the case
of damage to twenty percent (20%) or more of the Historic Property due to a catastrophic event,
such as an earthquake, or in the case of damage from any cause whatsoever that destroys more
than fifty percent (50%) of the Historic Property, the City and Owner may mutually agree to
terminate this Agreement. Upon such termmation, Owner shall not be obligated to pay the
cancellation fee set forth in Paragraph 14 of this Agreement. Upon such termination, the City
shall assess the full value of the Historic Property without regard to any restriction imposed upon
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the Historic Property by this Agreement and Owner shall pay property taxes to the City based
upon the valuation of the Historic Property as of the date of termination.

5. Insurance. Owner shall secure adequate property insurance to meet Owner’s repair and
replacement obligations under this Agreement and shall submit evidence of such insurance to the
City upon request.

6. Inspections. Owner shall permit periodic examination of the exterior and interior of the
Historic Property by representatives of the HPC, the City’s Assessor, the Department of Building
Inspection, the Planning Department, the Office of Historic Preservation of the California
Department of Parks and Recreation, and the State Board of Equalization, upon seventy-two (72)
hours advance notice, to monitor Owner’s compliance with the terms of this Agreement. Where
access is required to areas not generally accessible to the public, such examination shall occur
during regular business hours. Owner shall provide all reasonable information and
documentation about the Historic Property demonstrating compliance with this Agreement as
requested by any of the above-referenced representatives.

7. Term. This Agreement shall be effective upon the date of its recordation and shall be in
effect for a term of ten years from such date (“Initial Term™). As provided in Government Code
section 50282, one year shall be added automatically to the Initial Term, on each anniversary

date of this Agreement, unless notice of nonrenewal is given as set forth in Paragraph 10 herein.

8. . Valuation. Pursuant to Section 439.4 of the California Revenue and Taxation Code, as
amended from time fo time, this Agreement must have been signed, accepted and recorded on or
before the lien date (January 1) for a fiscal vear (the following July 1-June 30) for the Historic
Property to be valued under the taxation provisions of the Mills Act for that fiscal year.

9. Termination. In the event Owner terminates this Agreement during the Initial Term,
Owner shall pay the Cancellation Fee as set forth in Paragraph 14 herein. In addition, the City
Assessor shall detenmine the fair market value of the Historic Property without regard to any
restriction imposed on the Historic Property by this Agreement and shall reassess the property

" taxes payable for the fair market value of the Historic Property as of the date of Termination
without regard to any restrictions imposed on the Historic Property by this Agreement. Such
reassessment of the property taxes for the Historic Property shall be effective and payable six (6)
months from the date of Termination.

10.  Notice of Nonrenewal. If in any year after the Initial Term of this Agreement has expired
either the Owner or the City desires not to renew this Agreement that party shall serve written
notice on the other party in advance of the annual renewal date. Unless the Owner serves written
notice to the City at least ninety (90) days prior to the date of renewal or the City serves written
notice to the Owner sixty (60) days prior to the date of renewal, one year shall be automatically
added to the term of the Agreement. The San Francisco Board of Supervisors shall make the
City’s determination that this Agreement shall not be renewed and shall send a notice of
nonrenewal to the Owner. Upon receipt by the Owner of a notice of nonrenewal from the City,
Owner may make a written protest. At any time prior to the renewal date, City may withdraw its
notice of nonrenewal. If in any year after the expiration of the Initial Term of the Agreement,
either party serves notice of nonrenewal of this Agreement, this Agreement shall remain in effect
for the balance of the period remaining since the execution of the last renewal of the Agreement.

11.  Payment of Fees. Within one month of the execution of this Agreement, City shall tender
to Owner a written accounting of its reasonable costs related to the preparation and approval of
the Agreement as provided for in Government Code Section 50281.1 and San Francisco
Administrative Code Section 71.6. Owner shall promptly pay the requested amount within forty-
five (45) days of receipt.
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12.  Default. An event of default under this Agreement may be any one of the following:

{a) Owner’s failure to timely complete the rehabilitation work set forth in Exhibit A in
accordance with the standards set forth in Paragraph 2 herein; ‘

{(b) Owner’s failure to maintain the Historic Property in accordance with the
requirements of Paragraph 3 herein;

(c) Owner’s failure to repair any damage to the Historic Property in a timely manner as
provided in Paragraph 4 herein;

(d) Owner’s failure to allow any inspections as provided in Paragraph 6 herein;

(e) Owner’s termination of this Agreement during the Initial Term;

(f) Owner’s failure to pay any fees requested by the City as provided in Paragraph 11
herein; .
(g) Owner’s failure to maintain adequate insurance for the replacement cost of the
Historic Property; or

(h) Owner’s failure to comply with any other provision of this Agreement.

An event of default shall result in cancellation of this Agreement as set forth in
Paragraphs 13 and 14 herein and payment of the cancellation fee and all property taxes due upon
the Assessor’s determination of the full value of the Historic Property as set forth in Paragraph
14 herein. In order to determine whether an event of default has occurred, the San Francisco
Board of Supervisors shall conduct a public hearing as set forth in Paragraph 13 herein prior to
cancellation of this Agreement.

13.  Cancellation. As provided for in Government Code Section 50284, City may initiate
proceedings to cancel this Agreement if it makes a reasonable determination that Owner has
breached any condition or covenant contained in this Agreement, has defaulted as provided in
Paragraph 12 herein, or has allowed the Historic Property to deteriorate such that the safety and
integrity of the Historic Property is threatened or it would no longer meet the standards for a
Qualified Historic Property. In order to cancel this Agreement, City shall provide notice to the
Owner and to the public and conduct a public hearing before the Board of Supervisors as
provided for in Government Code Section 50285. The Board of Supervisors shall determine
whether this Agreement should be cancelled.

14.  Cancellation Fee. If the City cancels this Agreement as set forth in Paragraph 13 above,
Owner shall pay a cancellation fee of twelve and one-half percent (12.5%) of the fair market
value of the Historic Property at the time of cancellation. The City Assessor shall determine fair
market value of the Historic Property without regard to any restriction imposed on the Historic
Property by this Agreement. The cancellation fee shall be paid to the City Tax Collector at such
time and in such manner as the City shall prescribe. As of the date of cancellation, the Owner
shall pay property taxes to the City without regard to any restriction imposed on the Historic
Property by this Agreement and based upon the Assessor’s determination of the fair market value
of the Historic Property as of the date of cancellation.

15,  Enforcement of Agreement. In lieu of the above provision to cancel the Agreement, the
City may bring an action to specifically enforce or to enjoin any breach of any condition or
covenant of this Agreement. Should the City determine that the Owner has breached this
Agreement, the City shall give the Owner written notice by registered or certified mail setting
forth the grounds for the breach. If the Owner does not correct the breach, or if it does not
undertake and diligently pursue corrective action, to the reasonable satisfaction of the City within
thirty (30) days from the date of receipt of the notice, then the City may, without further notice,
initiate default procedures under this Agreement as set forth in Paragraph 13 and bring any
action necessary to enforce the obligations of the Owner set forth in this Agreement. The City
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does not waive any claim of default by the Owner if it does not enforce or cancel this
Agreement.

16. Indemnification. The Owners shall indemnify, defend, and hold harmless the City and all
of its boards, commissions, departments, agencies, agents and employees (individually and
collectively, the “City”™) from and against any and all hiabilities, losses, costs, claims, judgments,
settlements, damages, liens, fines, penalties and expenses incurred in connection with or arising
in whole or in part from: (a) any acczdent injury to or death of a person, loss of or damage to
property occurring in or about the Historic Property; (b) the use or occupancy of the Historic
Property by the Owners, its Agents or Invitees; (c) the condition of the Historic Property; (d) any
construction or other work undertaken by Owners on the Historic Property; or (e) any claims by
unit or interval owners for-property fax reductions in excess those provided for under this
Agreement. This indemnification shall include, without limitation, reasonable fees for attorneys,
consultants, and experts and related costs that may be incurred by the City and all inderanified
parties specified in this Paragraph and the City’s cost of investigating any claim. In addition to
Owners obligation to indemnify City, Owner specifically acknowledges and agrees that it has an
immediate and independent obligation to defend City from any claim that actually or potentially
falls within this indemnification provision, even if the allegations are or may be groundless,

false, or fraudulent, which obligation arises at the time such claim is tendered to owner by City,
and continues at all times thereafter. The Owners' obligations under this Paragraph shall survive
termination of this Agreement.

17. Eminent Domain. In the event that a public agency acquires the Historic Property in
whole or part by eminent domain or other similar action, this Agreement shall be cancelled and
no cancellation fee imposed as provided by Government Code Section 50288.

18. Binding on Successors and Assigns. The covenants, benefits, restrictions, and
obligations contained in this Agreement shall be deemed to run with the land and shall be
binding upon and inure to the benefit of all successors and assigns in interest of the Owner.

19.  Legal Fees. In the event that either the City or the Owner fails to perform any of its
obligations under this Agreement or in the event a dispute arises concerning the meaning or
interpretation of any provision of this Agreement, the prevailing party may recover all costs and
expenses incurred in enforcing or estabhishing its rights hereunder, including reasonable
attorneys” fees, in addition to court costs and any other relief ordered by a court of competent

" jurisdiction. Reasonable attorpeys fees of the City’s Office of the City Attorney shall be based
on the fees regularly charged by private attorneys with the equivalent number of years of .
experience who practice in the City of San Francisco in law firms with approximately the same
number of attorneys as employed by the Office of the City Attorney.

20.  Governing Law. This Agreement shall be construed and enforced in accordance with the
laws of the State of California.

21. Recordation. Within 20 days from the date of execution of this Agreement, the City shall
cause this Agreement to be recorded with the Office of the Recorder of the City and County of
San Francisco.

22, Amendments, This Agreement may be amended in whole or in part only by a written
recorded instrument executed by the parties bereto in the same manner as this Agreement.

23.  No Implied Waiver. No failure by the City to insist on the strict performance of any
obligation of the Owner under this Agreement or to exercise any right, power, or remedy arising
out of a breach hereof shall constitute a waiver of such breach or of the City’s right to demand
strict compliance with any terms of this Agreement.
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24.  Authorty. If the Owner signs as a corporation or a partnership, each of the persons
executing this Agreement on behalf of the Owner does hereby covenant and warrant that such
entity is a duly authorized and existing entity, that such entity has and is qualified to do business
in California, that the Owner has full right and authority to enter into this Agreement, and that
each and all of the persons signing on behalf of the Owner are authorized to do so.’

25. Severability. If any provision of this Agreement is determined to be invalid or
unenforceable, the remainder of this Agreement shall not be affected thereby, and each other
provision of this Agreement shall be valid and enforceable to the fullest extent permitted by law.

26.  Tropical Hardwood Ban. The City urges companies not to irnport, purchase, obtain or
use for any purpose, any tropical hardwood or tropical hardwood product.

27.  Charter Provisions. This Agreement is governed by and subject to the provisions of the
Charter of the City. -

28.  Signatures. This Agreement may be signed and dated in parts
IN WITNESS WHEREOF, the parties hereto have executed this Agreement as follows:

CITY AND COUNTY OF SAN FRANCISCO:

By: DATE:
Phil Ting
Assessor-Recorder

By: DATE:
John Rahaim
Director of Planning

APPROVED AS TO FORM:
DENNIS J. HERRERA
CITY ATTORNEY

By: | DATE:
Marlena G. Byrne :
Deputy City Attorney

178 TOWNSEND PROPERTIES LLC
By: DATE:

Patrick M. McNemey, President
Martin McNemey Development, Inc., its Manager

OWNERS' SIGNATURE(S) MUST BE NOTARIZED.‘
ATTACH PUBLIC NOTARY FORMS HERE.
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HISTORIC PRESERVATION COMMISSION Case No. 2008.1277U
166-178 Townsend Street

Assessor’s Block 3788, Lot 012

Resolution No. 631

SAN FRANCISCO

HISTORIC PRESERVATION COMMISSION

RESOLUTION #631

ADOPTING FINDINGS RECOMMENDING TO THE BOARD OF SUPERVISORS APPROVALOFTHE
MILLS ACT HISTORICAL PROPERTY CONTRACT, REHABILITATION PROGRAM, AND
MAINTENANCE PLAN FOR 166-178 TOWNSEND STREET.

WHEREAS, in accordance with Article 1.9 {(commencing with Section 439) of Chapter 3 of Part 2 of Division 1
of the California Revenue and Taxation Code, the City and County of San Francisco may provide certain
property tax reductions, such as the Mills Act; and :

WHEREAS, the Mills Act authorizes local governments to enter into contracts with owners of private
historical property who assure the rehabilitation, restoration, preservation and maintenance of a qualified
historical property; and

WHEREAS, Ordinance No. 191-96 amended the San Francisco Administrative Code by adding Chapter 71 to
implement California Mills Act, California Government Code Sections 50280 ¢t seq.; and

WHEREAS, the existing building located at 166-178 Townsend Street is designated as a contributing resource
_to the South End Historic District pursuant to 5an Francisco Planning Code Article 10, and thus qualifiesas a
historic property; and

WHEREAS, at a duly noticed public hearing held on August 20, 2008, the Landmarks Preservation Advisory
Board reviewéd documents, correspondence and heard oral testimony on the Certificate of Appropriateness
application for 178 Townsend Street, which are located in Case Docket No. 2005.0470A, and determined that
the proposed project was in conformance with the Secrefary of the Interior's Standards for Rehabilitation and
recommend approval of the Certificate of Appropriateness; and

WHEREAS, at a duly noticed public hearing held on September 4, 2008, the Planning Commission reviewed
documents, correspondence and heard oral testimony the Conditional Uise application for 178 Townsend
Street, which are located in Case Docket No. 2005.0470C, and authorized the Conditional Use with conditions;
and

WHEREAS, the Planning Department has reviewed the Mills Act application, historical property contract,
rehabilitation program, and maintenance plan for 166-178 Townsend Street, which are located in Case Docket






HISTORIC PRESERVATION COMMISSION : Case No. 2008.1277U
. 166-178 Townsend Street

Assessor’s Block 3788, Lot 012

Resolution No. 631

No. 2008.1277U. The Planning Department recommends approval of the Mills Act historical property
contract, rehabilitation prograrm, and maintenance plan; and

- WHEREAS, the Historic Preservation Commission (HPC) recognizes the historic building at 166-178
Townsend Street as an historical resource and believes the rehabilitation and rnaintenance plans are
appropriate for the property; and

WHEREAS, at a duly noticed public hearing held on February 4, 2009, the Historic Preservation Commission
reviewed documents, correspondence and heard oral testimony on the Mills Act application, historical
property contract, rehabilitation program, and maintenance plan for 166-178 Townsend Street, which are
located in Case Docket No. 2008.1277U. The Historic Preservation Commission recommends approval of the
Mills Act historical property contract, rehabilitation program, and maintenance plan.

THEREFORE BE I'T RESOLVED that the Historic Preservation Commission hereby recommends thét_i‘he
Board of Supervisors approve the Mills Act historical property contract, rehabilitation program, and
maintenance plan for the historic building located at 166-178 Townsend Street.

BE IT FURTHER RESOLVED that the Historic Preservation Commission hereby directs its Recording
Secretary to transmit this Resolution, the Mills Act historical property contract, rehabilitation program, and
maintenance plan for 166-178 Townsend Street, and other pertinent materials in the case file 2008.1277U to
the Board of Supervisors. ‘

I hereby certify that the foregoing Resolution was ADOPTED by the Historic Preservation Commission on

Februaryfl, 2009, ' "
)( — A
g N
ToR

Linda Avery '

Recording Secretary
AYES: Commissioners Chase, Damkroger, Hasz, Martinez
NOES: None

ABSENT: None

ADQPTED:  February 4, 2009






SAN FRANCISCQ

PLANNING DEPARTMIENT

Mills Act Contract Case Report
Heari'ng Date: February 4, 2009
Filing Date: November 6, 2008
Case No.: - 2008.1277U
Project Address: 166178 Townsend Street
Zoning: SLI {Service/Light Industrial)
50-X Height and Bulk District
Block/Lot: 3788/012
Applicant: Katie O'Brien
Martin Building Co.
14 Mint Plaza, 5% floor
San Francisco, CA 94103
Staff Contact Pilar LaValley — (415) 575-9084
pilar.avalley@sfgov.org
- Reviewed By Mark Luellen — (415) 558-6478

mark.luellen@sfgov.org

PROPERTY DESCRIPTION

The subject property (166-178 Townsend Street) is located on Lot 012 of Assessor’s Block 3788, in the

SLI (Service/Light Industrial) zoning district and a 50-X height and bulk district. The parcel is located
on the north side of the street at the intersecion of Clarence Place and Townsend Street.

The subject property, historically known as the California Electric Light Building Station B building, is
a contributing resource within the South End Historic District. The subject building was originally
constructed in 1888 as a three-story reclilinear front volume (approximately 507-07 fall) that was
articulated by brick pilasters, arched window openings, a simple brick cornice, and a flat roof. In 1906,
the building was severely damaged by the earthquake, which caused the partial collapse of the engine
room {front volume). Although visible architectural elements from the original 1899 structure remain,
the building was substantially rebuilt in 1908 using a different structural system and in an altered
design. As a result of the earthquake damage, the building was reduced in height and a stepped gable
parapet was constructed to cap the front volume (the former engine room). Physical evidence for this
change includes the cornice along the Clarence Place fagade. The brick above this band of simple
corbelled brickwork was evidently cut off and what had been a belt course on the earlier three-story
section turned into the cornice for the existing one-story building. The building has recently been used
as a valet parking garage.

In 2005, Martin Building Company initiated a project to provide up to 85 dwelling units and ground
floor retail space within a new addition to the existing building. The proposed addition would fit
within the footprint of the existing building and be setback approximately 40 feet from the Townsend
Street facade. The proposed project includes partially below-grade parking garage (72 spaces), a five-
story. structure containing residential and retail, street improvements along Clarence Place, and
existing exterior walls and fenestration will be rehabilitated.

www .sfplanning.org

1650 Mission St
Suite 400

San Francisee,
CA 84103-2478

Recapiion:
416.558.6478

Fax:
415.558.5409

Pianning
Information;
415.558.6377






Mill Act Application _ Case Number 2008.12770
February 4, 2009 ' 166-178 Townsend Street

As the proposed project includes exterior alteration to a building within a locally-designated historic
district a Certificate of Appropriateness was required. The Certificate of Appropriateness for the

project was approved with conditions on August 22, 2008. The proposed project. alse sreguired s &

Conditional Use Authorization, which was approved with conditions by Plarming Commission on
September 4, 2008, and a Varjance from requirements of Planning Code Sections 134, 140, and 151,
which was approved with conditions by the Zoning Administrator on September 30, 2008.

PROJECT DESCRIPTION

This project is a Mills Act Historical Property Contract application.

MILLS ACT REVIEW PROCESS

Once a Mllis Act application is received, the matter is referred to the Historic Preservation Commission
(HPC) for review and recommendation on the historical property contract, proposed rehabilitation
program, and proposed maintenance plan. The Historic Preservation Commission shall conduct a
public hearing on the Mills Act application and contract and make a recommendation for approval or
disapproval to the Board of Supervisors.

The Board of Supervisors will hold a public hearing to review and approve or disapprove the Mills Act
application and contract. The Board of Supervisors shall conduct a2 public hearing to review the
Historic Preservation Cornmission recommendation, information provided by the Assessor’s Office,
and any other information the Board requires in order 1o determine whether the City should execute a
historical property contract for the subject property.

The Board of Supervisors shall have full discretion to determine whether it is in the public interest to
enter into a Mills Act contract and may approve, disapprove, or modify and approve the terms of the
contract. Upon approval, the Board of Supervisors shall authorize the Director of Planning and the
Assessor’s Office to execute the historical property confract.

MILLS ACT REVIEW PROCEDURES -

The Historic Preservation Commission is requested to review and make recomumendation on the
following:

o The draft Mills Act historical property contract between the property owner and the City and
County of San Francisco

»  The proposed rehabilitation program

o The proposed maintenance plan

The Historic Preservation Commission may also comment in making a determination as to whether the
public benefit gained through restoration, continued maintenance, and preservation of the property is
sufficient to outweigh the subsequent loss of property taxes to the City.

SAN FRAHCISCO . 2z
PLANNING DERARTTVIENT






