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MEMORANDUM 201-0012026-120

DATE: March 18, 2026

TO: Benjamin McCloskey, Deputy Director Finance and Administration,
MOHCD

FROM: Thurston Kaslofsky, Executive Director, OCI&Ds

Cc: James Morales, General Counsel OCII,
Victor Pappalardo, General Counsel OCI|
Heidi Gewertz, Deputy City Attorney CCSF

SUBJECT: Fillmore Heritage Center Background and Proposed Actions to
Effectuate Transfer

Introduction

This memorandum responds to your request that OCII provide a “memo identifying
the [Fillmore Heritage Center] property that is ready for transfer to the City, as well
as the proposed terms for the transfer (i.e. no cost, for a governmental purpose,
etc.)” OCII has been in discussions with the City since 2015 about the terms and
conditions of the transfer of the Fillmore Heritage Center (FHC). Over the last year
and a half, we have been working with Heidi Gewertz, Deputy City Attorney, and
we have agreed on an approach that allows for OCllI's transfer of the FHC
properties to the City.

Background

The FHC transfer consists of a 50,000 square foot commercial condominium
parcel (Block 0732, Lot 033, the “Commercial Parcel”), a 112-space subterranean
public parking garage beneath the residential tower and Commercial Parcel (Block
0732, Lot 032, the “Garage Parcel”), and the 6875 square foot parcel of land that
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was part of the former Ellis Street right-of-way and that is encumbered by access easements
(Block 0725, Lot 026, the “Driveway Parcel”). Under OCIl's Long Range Property
Management Plan (‘PMP”), the City is to acquire the Commercial Parcel for “future
development” and the Garage Parcel for “governmental use” (Health & Safety Code § 34191.5
(c) (2)). The PMP provides that the Driveway Parce! would be sold. Each of these parcel
transfers have different requirements under the PMP and Redevelopment Dissolution Law'
that the City's Department of Real Estate and OCII have discussed and substantially resolved
over several years (with significant input from Stewart Title Insurance). These requirements
are discussed below.

Property to be Conveyed

Overview:

1. 112-space public parking garage (‘"Garage Parcel”)
2. 50,000 square foot commercial space in the Fillmore Heritage Center (the

“Commercial Parcel”)
3. 6875 square foot parcel of land that was part of the former Ellis Street right-of-way and
which is encumbered by access easements (“Driveway Parcel’)

Property Descriptions:

Real Property Descriptions are attached hereto as in Exhibit A.

Instrument of Conveyance:

Quitclaim Deed — See Exhibit B.

Instruments to Clear Certain Title Exceptions:

The documents to be executed to clear the title exceptions as required by the City are as

follows:
e Exception #162: Termination of Disposition and Development Agreement

OCIi acknowledgement that as a result of defaults by Developer under the DDA and
other associated agreements, the Disposition and Development Agreement
between the Redevelopment Agency of the City and County of San Francisco, and
Fillmore Development Associates, LLC, a California limited liability company, dated
May 18, 2004 (as amended) has been terminated.

e Exception #18: Termination of Ground Lease by Merger

1 Defined on page 4 below.
2 All title exceptions are listed by title exception number in Preliminary Title Report from Stewart Title, dated

September 5, 2024.
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Acknowledgement that upon conveyance by OCII of its fee interest in the Premises,
City’s Leasehold Interest will merge with the fee estate in the premises and therefore
will terminate and be of no further force or effect.

s Exception #19: Substitution of Trustee and Full Reconveyance.

MOHCD substitutes itself as trustee and reconveys to City and County of San
Francisco, as successor to Trustor, the estate now held by City as beneficiary.

Exception #32. Substitution of Trustee and Full Reconveyance. Leasehold interest
(Yoshi’'s Japanese Restaurant, Inc.)

OCIl, as successor to the beneficiary under the Leasehold Deed of Trust: (a)
substitutes itself as a trustee under said Leasehold Deed of Trust in place of Original
Trustee; and (b) releases the lien of the Leasehold Deed of Trust from the title.

o Exception #33. Substitution of Trustee and Full Reconveyance. Leasehold interest -
Food for Soul (FFS)

OCIll, as successor to the beneficiary under the Leasehold Deed of Trust: (a)
substitutes itself as a trustee under said Leasehold Deed of Trust in place of Original
Trustee; and (b) releases the lien of the Leasehold Deed of Trust from the title.

o Exception #37. Release of Security Agreement

OCII acknowledges that the sublease between Fillmore Development Corporation and
FFS terminated when the sublessor vacated the Premises and that, to the extent that
any lien of the Security Agreement (no. 2007-1435161-00) still encumbers title to the
premises, OCII hereby releases same.

o Exception #38. Release of Security Agreement

OCIl acknowledges that the sublease between Fillmore Development Corporation and
FFS terminated when the sublessor vacated the Premises and that, to the extent that
any lien of the Security Agreement (no. 2007-1435162-00) still encumbers title to the
premises, OCII hereby releases same.

o Exception #39. Release of Security Agreement
OCIl acknowledges and agrees that the Sublease terminated when sublessor vacated
the Premises on or before June 13, 2018; and to the extent that any lien of the Security
Agreement still encumbers title to the Premises, OCIil hereby releases same.
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¢ Exception #41. Substitution of Trustee and Full Reconveyance

OCIl substitutes itself as Trustee under the Leasehold Deed of Trust for the FFS
sublease, (Document # 2008-1621723-00) and does hereby reconvey to the City and
County of San Francisco, as successor to the Trustor, without warranty, the estate now
held by OCIl as beneficiary thereunder.

Compensation:

Long-Range Property Management Plan (PMP). California Health and Safety Code, Section
34161 et seq. (‘Redevelopment Dissolution Law”") requires successor agencies to dispose
of their assets under a long-range property management plan (“PMP”). A copy of the portion
addressing FHC is attached hereto as Exhibit C. The PMP must address the use or
disposition of each praperty and is subject to approval by the California Department of Finance
(“DOF”), which approved OCII's PMP in December 2015. Redevelopment Dissolution Law
provides for only the following types of transfer or uses:

() retention by an appropriate public entity for governmental use (as that term is
defined in section 34181 (a)(1);

(i) retention by a city or county of property for future development for which DOF or
the oversight board “may require approval of a compensation agreement” with
other taxing entities, Section 34191.5 (c) (2) (A) (iii). A compensation “provide(s]
payments to [taxing entities] in proportion to their shares of the base property tax . . .
for the value of the property retained,” section 34180 (f) (1)

(iii) sale of the property; or,

(iv) use of the property to fulfill an enforceable obligation (H&SC Section 34191.5(e)(2).

Upon dissolution, the Successor Agency assumed all remaining authority, rights, powers,
duties and obligations of the former San Francisco Redevelopment Agency (*Former Agency”)
and became owner of the Former Agency’s real property in the Fillmore Heritage Center.

By Resolution No. 14-2015, the Oversight Board approved the PMP, which identified the
properties that the Successor Agency would transfer to the City for retention for future
development and for governmental use pursuant to Section 34191.5(c)(2). In approving the
PMP, the Oversight Board authorized compensation for the FHC transfer that, in lieu of
payment, “consists of covenants and conditions on the parcel restricting its use and any future
disposition to purposes consistent with the CDBG program and with the original economic
development objectives for the Property, namely its redevelopment as a catalyst to the
revitalization of the lower Fillmore Street commercial corridor and the creation of employment
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opportunities for the community.” (See PMP, Fillmore Heritage Center, page 8, attached
hereto as Exhibit C; see also “Community Benefits Plan,” which is incorporated as “Exhibit” to
“Attachment 5” of the “Disposition and Development Agreement by and between The
Redevelopment Agency of the City and County of San Francisco and Fillmore Development
Associates, LLC,” dated May 18, 2004 (as amended), a copy of which is attached hereto as
Exhibit D).

On December 7, 2015, DOF approved the Oversight Board’s resolution approving the PMP.
In its approval letter, DOF noted, referring to the FHC transfer, that the PMP:

recommends no payments of money under the compensation agreements
as certain properties possess covenants and conditions that represent
significant value. DOF neither approves nor denies the Agency’s
recommended compensation agreements, as compensation agreements
are the result of negotiations between the City and County and the other
affected taxing entities, not the Agency. As such, DOF has no authority to
approve compensation agreements, but rather approves the PMP’s stated
intent that a compensation agreement will be executed.

In a letter dated December 10, 2022 (a copy of which is attached hereto as Exhibit E), the
Office of the City Administrator, through Douglas Legg, addressed compensation agreements
with the Taxing Entities and the limitations on the use of the Commercial Parcel (“City
Administrator Letter’). The City Administrator Letter was accompanied by a draft
compensation agreement for signature by the parties. Upon receipt of the City Administrator
Letter, two of the Taxing Entities, the Bay Area Air Quality Management District and the San
Francisco Unified School District executed the compensation agreement. The other two
entities, BART and the San Francisco Community College District, did not respond. In that
there is no obligation for the Taxing Entities to respond to our request, City and OCII
determined that it is best to move forward with the transfer of the Commercial Parcel to the
City for retention for future development.

The disposition plan for the Garage Parcel is a transfer to the City for a governmental purpose,
that is, as a public parking garage, pursuant to Section 34181(a)(1) of the California Health
and Safety Code. The Garage Parcel meets the definition of a parking facility dedicated solely
to public parking because it does not “generate revenues in excess of reasonable maintenance
costs.” (Section 34181(a)(1) & (2) of the California Health and Safety Code). No compensation
is therefore required to be paid for the transfer of the Garage Parcel to the City.
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LEGAL DESCRIPTIO

The fand referred to herein is situated in the State of California, County of San Francisco, City of
San Francisco and described as follows:

Parcel One; (underground public parking garage} PORTION OF BLOCK 0732-032

Parcel 1, Lot 32 (Garage Parcel) as shown and delineated upon that certain Map entitled, "Parcel Map of
Fillmore Heritage Center Being a Merger and Resubdivision of Airspace of Lots 14 23, 29 & 30, also
being a One Lot Subdivision for Condominium Purposes, being a portion of Assessor's Block No. 732,
also being a portion of Western Additlon Block No. 306" filed for Record in the Office of the Recorder in
and for the City and County of San Francisco on March 22, 2005 in Book 90 of Condominium Maps

Paaes 26 through 34, inclusive.

Excepting and reserving therefrom easements as described and delineated in that certain Instrument
entitled "Fillmore Heritage Center Reciprocal Easement and Maintenance Agreement” recorded
September 9,2005 Instrument No. 2005-1027471-00 Official Records, upon the terms and conditions
contained therein.

Parcel Two:

Easements as described and delineated in that certain Instrument entitled "Fillmore Heritage Center
Reciprocal Easement and Maintenance Agreement” recorded September 9, 2005 Instrument No.
2005-1027471-00 Official Records, upon the terms and conditions contained therein,

Parcel Three: (commercial space) PORTION OF BLOCK 0732-032

Parce! 2, Lot 33 (Commercial) as shown and delineated upon that certain Map entitled, * Parcel Map of
Fillmore Heritage Center, Being a Merger and Resubdivision of Airspace of Lots 14-23, 29 & 30, also
Being a One Lot Subdivision for Condominium Purposes, being a portion of Assessor's Block No. 732,
also being a portion of Western Addition Block No. 308" filed for Record in the Office of the Recarder in
and for the City and Counly of San Francisco on March 22, 2005 in Book 90 of Condominium Maps at

Pages 26 through 34, inclusive.

Excepting and reserving therefrom emergency egress easements in favor of Parcels 1 and 3, as shown
on the Map referred to hereinabove and easements as shown and dslineated upon that certain
Instrument entitled "Fillmore Heritage Center Reciprocal Easement and Maintenance Agreement”
recorded September 9, 2005 Instrument No. 2005-1027471-00 Official Records, upon the terms and
conditions contained therein.

Barcel Four

Easements described and delineated in that certain Instrument entitied "Fillmore Heritage Center
Reciprocal Easement and maintenance Agreement" recorded September 9, 2005, Instrument No.
2005-1027471 Official Records, upan the terms and conditions contained therein.

File No.: 24000300220 Page 50f 15
Prellm Report COM r 2-3-23



Parcel Five: (ad]acent Ellis Driveway parcel) Block 0725-026

All that certain real property situated in the City and Counly of San Francisco, State of California,
described as follows:

Beginning at a point on the Westerly line of Websler Street distant therean North 137.50 feet from the
Northerly line of O' Farrell Street, as last said street existed prior to the vacation of a portion thereof by
Resolution No. 764-81, adopted August 14, 1981, by the Board of Supervisors of the City and County of
San Francisco, said point also being the Northeast corner of that Parcel of land described in the Deed
from the estate of Elizabeth M. Donnelly to the Redevelopment Agency of the City and County of San
Francisco dated March 14, 1972, recorded March 31, 1972, in the San Francisco County Recorder's
Office in Book B0621 of Officia ds at Page 187; thence South along the Westerly line of Webster
Street 549.86 feet to the Southerly line of Ellis Street, as las! said street existed prior to the vacation of a
portion thereof by the Afarementioned Resolution No, 764-81;

Thence West along the former Southerly line of Ellis Street 312.50 feet to a point distant thereon East
100.00 feet from the Easterly line of Fillmore Street, also being the true point of beginning;

Thence along a line parallel with and 100 feet Easterly measured at right angles from the Easterly line of
Fillmore Street north 68.75 feet to the former Northerly line of Ellis Street,

Thence West 100.00 feet to the Easterly line of Fillmore Street,

Thence along last sald line South 68.75 feet to the former Southerly line of Ellis Street;
Thence along last said line East 100.00 feet to the true point of beginning.

FOR INFORMATIONAL ONLY PURPOSES APN: 0732-032. 0725-026

APN: Block No. 0732 - Lot 032 and Block No. 0725 - Lot 026
{End of Legal Description)

THE MAP ATTACHED THROUGH THE HYPERLINK ABOVE IS BEING PROVIDED AS A COURTESY
AND FOR INFORMATION PURPOSES ONLY; THIS MAP SHOULD NOT BE RELIED UPON.
FURTHERMORE, THE PARCELS SET OUT ON THIS MAP MAY NOT COMPLY WITH LOCAL
SUBDIVISION OR BUILDING ORDINANCES. THERE WILL BE NO LIABILITY, RESPONSIBILITY OR
INDEMNIFICATION RELATED TO ANY MATTERS CONCERNING THE CONTENTS OR ACCURACY
OF THE MAP.

File No.: 24000300220 Page 6 of 15
Prelim Report COM r 2-3-23
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RECORDING REQUESTED BY:
City and County of San Francisco

WHEN RECORDED RETURN TO:

Director of Property

Real Estate Division

City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, CA 94102

Documentary Transfer Tax is Zero.
Official Business Entitled to Free Recordation
Pursuant to Government Code § 6103

Space above this line reserved for Recorder’s use only

APN:  Block 0732-032 (portion);
Situses: Underground public parking garage; commercial space, and easements.

QUITCLAIM DEED
Blocks 0732 and 0725

WHEREAS, the Successor Agency to the Redevelopment Agency of the City and County of San
Francisco, a public body organized and existing under the laws of the State of California (the
“Successor Agency”) owns certain real property located at 1300 Fillmore Street, San Francisco,
California, Assessor’s Block 0732 Lots 032 and 033, commonly referred to as the “Fillmore
Heritage Center” and other property located immediately adjacent to the north of the Fillmore
Heritage Center, Assessor’s Block 0725 Lots 026 referred to herein as the “Ellis Driveway
Parcel,” as more particularly described in Exhibits A-1 and A-2, attached hereto and made a part
hereof by this reference (collectively the “Property”); and,

WHEREAS, the Fillmore Heritage Center consists of: (1) an underground parking parcel (the
“Garage Parcel”); (2) a parcel dedicated to Commercial Space (the “Commercial Parcel;”); and
(3) certain easements set forth in the “Fillmore Heritage Center Reciprocal Easement and
Maintenance Agreement,” (“Reciprocal Easements”); and,

WHEREAS, the Ellis Driveway Parcel provides access from Fillmore Street to the Fillmore
Heritage Center and to the mixed-use development known as the Fillmore Shopping Center located
between Fillmore and Webster Streets south of Geary Boulevard; and

WHEREAS, in accordance with the Redevelopment Dissolution Law, the Successor Agency
prepared, in consultation with the Real Estate Division of the City and County of San Francisco
(“City”) and other City Departments, a Long-Range Property Management Plan ("PMP")
providing for the disposition and use of certain Former Agency real property and interests in real
property ("Former Agency Real Property") under state law standards, namely: 1) the retention



by an appropriate public jurisdiction (other than a successor agency) of property for governmental
use; 2) the retention by a city or county of the property for future development, 3) the sale of the
property, or 4) the use of the property to fulfill a state-approved enforceable obligation of the
successor agency; and

WHEREAS, on November 23, 2015, the Successor Agency Oversight Board (the “Oversight
Board”) adopted Resolution No. 14-2015 approving the PMP, and on December 7, 2015, the
California Department of Finance approved the Oversight Board’s resolution approving the PMP
and the proposed disposition of the Former Agency Real Property, which was then transferred by
operation of law, under Cal. Health & Safety Code§ 34191.4(a), to the Community Redevelopment
Property Trust Fund, where the assets remain pending final transfer or sale to the City; and

WHEREAS, the Fillmore Heritage Center and the FEllis Street Driveway are required to be
disposed of in accordance with the PMP; and,

WHEREAS, the covenants and conditions on the Property restricting its use and any future
disposition are adequate to justify transfer of the Property to the City under Section
34191.5(c)(2)(A)(i)-(ii) of the California health and Safety Code; and

WHEREAS, the PMP authorized the sale of the Ellis Street Driveway Parcel, which has been
appraised via an appraisal conducted by Watts, Cohn and Partners Inc., dated October 8, 2021, as
updated on May 8, 2026 for fair market value at $33,000 and the City, through its Mayor’s Office
of Housing and Community Development has agreed to provide consideration in the form of a
credit of $33,000 for its services provided to the Successor Agency under the Memorandum of
Understanding for the Implementation of Affordable Housing Obligations under San Francisco
Successor Agency Ordinance 215-12 (May 6, 2014).

NOW, THEREFORE, FOR GOOD VALUABLE CONSIDERATION, the receipt and adequacy
of which are hereby acknowledged, the SUCCESSOR AGENCY TO THE REDEVELOPMENT
AGENCY OF THE CITY AND COUNTY OF SAN FRANCISCO, a public body organized and
existing under the laws of the State of California pursuant to California Health and Safety Code
Section 34181(a), does hereby REMISE, RELEASE and QUITCLAIM to the CITY AND
COUNTY OF SAN FRANCISCO, a municipal corporation, any and all right, title and interest in
the real property interests described in Exhibits A-1 and A-2 attached hereto and made a part
hereof.

The Property is transferred subject to all covenants, conditions, restrictions, reservations, rights,
rights of way, easements, encumbrances, liens and title matters of record.



IN WITNESS WHEREOF, the undersigned has executed this instrument this day of
, 2026.

SUCCESSOR AGENCY TO THE
REDEVELOPMENT AGENCY OF THE
CITY AND COUNTY OF SAN FRANCISCO,
a public body, organized and existing under the
laws of the State of California

By:

Name: Thurston Kaslofsky
Title:  Executive Director

Date:

Approved as to form:

By:

Name: Victor Pappalardo
Title:  Deputy General Counsel



CERTIFICATE OF ACCEPTANCE

This is to certify that the fee interest in real property conveyed by this quitclaim deed dated

, 2026, from SUCCESSOR AGENCY TO THE REDEVELOPMENT
AGENCY OF THE CITY AND COUNTY OF SAN FRANCISCO, a public body organized and
existing under the laws of the State of California (“Granter”) to the CITY AND COUNTY OF
SAN FRANCISCO, a municipal corporation (“Grantee”), is hereby accepted by the undersigned
on behalf of Grantee, pursuant to the authority conferred by Board of Supervisors’ Resolution
, adopted , 2026, and the Grantee consents to recordation
thereof by its duly authorized officer.

Dated: , 2026

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:

Sarah R. Oerth
Director of Property

APPROVED LEGAL DESCRIPTION

By:

Elias French

City and County Surveyor
LS
Expires




A notary public or other officer completing this certificate verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California )

County of San Francisco )
On , before me, , a Notary Public,
personally appeared , who proved to me on the basis of

satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the within
instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s),
or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature




A notary public or other officer completing this certificate verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California )

County of San Francisco )
On , before me, , @ Notary Public,
personally appeared , who proved to me on the basis of

satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the within
instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s),
or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature
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APPROVED LONG-RANGE PROPERTY MANAGEMENT PLAN
FILLMORE HERITAGE CENTER
GARAGE AND COMMERCIAL AIR RIGHTS PARCEL

EXECUTIVE SUMMARY

The Successor Agency to the Redevelopment Agency of the City and County of San Francisco
(the “Successor Agency”) submits its Long-Range Property Management Plan (“PMP”) for the
disposition of a 112-space public parking garage (the “Garage Parcel”") and 50,000 square feet of
commercial space (the “Conunercial Air Rights Parcel) (together, the “Property”) in the
Fillmore Heritage Center in the former Western Addition A-2 Redevelopment Project Atea,
which expired on January 1, 2009.

The Fillmore Heritage Center is an $80.5 million public-private partnership that includes 80
condominiums, the Commercial Air Rights Parcel, and the Garage Parcel. Of that $80.5 million,
about 35% ($28.1 million) was financed using public funds from the City and County of San
Francisco (the “City”) and the former San Francisco Redevelopment Agency (the “SFRA™). The
public investment of dollars built the Garage Patcel and the Commercial Air Rights Parcel, both
of which were intended to help revitalize the lower Fillmore Street conunercial corridor.

The City financed the construction of the Commercial Air Rights Parcel by borrowing $5.5
million from the U.S. Department of Housing and Urban Development, or HUD (the “HUD
Loan”) and then loaning that money to the commercial developer (“FDC”) to build the
Commercial Air Rights Parcel (the “FDC Loan™). The SFRA financed the construction of the
Garage Parcel ($5.6 million) and also contributed the land ($6.6 million), and allowed FDC to
pay the purchase price for the land over time under a ground lease on the Commercial Air Rights
Parcel (the “Ground Lease’). FDC then subleased the Commercial Air Rights Parcel to two
subtenants, a jazz club/restaurant (Yoshi’s San Francisco) and a second restaurant (1300 on
Fillmore). The SFRA provided these two subtenants with tenant improvement loans totaling
$10.4 million.

The Successor Agency continues to own the Commercial Air Rights Parcel and the Garage
Parcel. The main tenant in the Commercial Air Rights Parcel (Yoshi’s San Francisco) declared
bankruptcy in 2012 and closed its doors in 2014. As part of the bankruptcy proceedings, FDC
and its investors took over the jazz club and operated it as The Addition from July 2014 to
January 2015. In January 2015, FDC ceased operations of The Addition. Since then, the
Commetcial Air Rights Parcel has remained vacant. FDC was formally put in default under the
Ground Lease, as well as the FDC Loan. In June 2015, the Successor Agency terminated the
Ground Lease with FDC and the City exercised its rights as a lender under the Ground Lease to
become the master tenant of the commercial space.

Disposition Plan. The disposition plan for the Garage Parcel is a transfer to the City for a
governmental purpose — that is, a public parking garage — pursuant to Section 34181(a)(1) of the
California Health and Safety Code. Since the closure of The Addition, the monthly operating
deficit of the garage has increased to approximately $10,000. OCII has been backfilling this

Fillmore Heritage Center Garage and Commercial Parcel
December 2015 | Page 1



deficit with property tax funds authorized by the Oversight Board and the State Department of
Finance (“DOF”).

The disposition plan for the Commercial Air Rights Parcel is a transfer to the City for future
development pursuant to Section 34191.5(c)(2)(A)(i)-(ii) of the California Health and Safety
Code. Development of the Property was included in the Redevelopment Agency’s
Implementation Plans prior to its dissolution and remains a high priotity of the City in light of
the closure of Yoshi’s San Francisco and The Addition, which has negatively impacted the area.
As further explained below, a transfer to the City will: (1) ensure that the original community
development purpose for acquiring the Property continues to be met and (2) ensure that SFRA’s
economic development goals for the Property are met.

BACKGROUND

The Fillmore Heritage Center can be divided into three components: (1) the residential units,
which were entirely privately financed, (2) the Commercial Air Rights Parcel, which was
financed with both private and public funds, and (3) the Garage Parcel, which was entirely
publicly financed. Each of these components is discussed in more detail below,

e Residential Units. The Fillmore Heritage Center includes 80 condominiums, including
12 affordable condominiums. The construction of these units was completely privately
financed with about $35 million from a pension fund. No public dollars went into the
residential component of the Fillmore Heritage Center, All the units have been sold to
individual homeowners, and the proceeds were used to pay back the private construction
lender and the SFRA for a portion ($3.5 million) of the $6.6 million land value. The
condo owners operate a homeowners’ association, which manages the residential space, a
separate residential garage, and the common areas within the Fillmore Heritage Center
(the “HOA™). All the condo owners pay common area maintenance fees to the HOA.

e Commercial Air Rights Parcel. The Fillmore Heritage Center also includes about
50,000 square feet of commercial space on the ground floor of the building (the
“Commercial Air Rights Parcel”). The City financed the construction of the commetrcial
space. To do this, the City, acting through the Mayor’s Office of Housing (“MOH”),
borrowed $5.5 miltion from HUD in the form of a securitized Section 108 loan, which is
backed by the City’s federal CDBG fund allocation (the “HUD Loan™). The City then
gave these federal dollars to FDC, an affiliate of the developer, Fillmore Development
Associates (“FDA”), in the form of a construction loan, so that FDC could build the
commercial space (the “FDC Loan”). The SFRA also contributed about $10.4 million in
loan funds for the tenant improvements.

The Successor Agency owns the Commercial Air Rights Parcel and master leased the
entire 50,000 square feet under the Ground Lease to FDC. The ground lease structure
was used as a financing mechanism to allow the developer to pay the $6.6 million
purchase price for the land over time instead of in one lump sum upfront. FDC, as master
tenant, subleased the commetcial space to two tenants: (1) Yoshi’s San Francisco, a jazz

Fillmore Heritage Center Garage and Comimercial Parcel
December 2015 | Page 2



club/restaurant, and (2) Food for Soul, which operates another restaurant called “1300 on
Fillmore”. These subtenants were supposed to pay rent and common area maintenance
fees to FDC, who was then supposed to (a) pass the rent through to the City as a debt
service payment on the FDC Loan, and (b) pass the comnion area maintenance payments
through to the HOA. This process did not happen on a regular basis. FDC fell in in
arrears on the FDC Loan with the City and its common area maintenance payments to the
HOA, as well as its property tax payments.

FDC was required to pay the common area maintenance charges under its ground lease
with the Successor Agency; however, the Successor Agency is ultimately liable for these
charges, as owner of the Commercial Air Rights Parcel, under a separate project
document. The Successor Agency has received authorization to pay the common area
maintenance charges from the Oversight Board and DOF (Recognized Obligations
Payment Schedule (“ROPS™) Line 126).

The main tenant in the Commercial Air Rights Parcel, Yoshi’s San Francisco, declared
bankruptcy in 2012 and closed its doors in 2014. As part of the bankruptcy proceedings,
FDC and its investors took over the space and operated The Addition from July 2014 to
January 2015. In January 2015, FDC ceased operations of The Addition and the
Commercial Air Rights Parcel remains vacant. FDC was formally put in default under
the Ground Lease, as well as the FDC Loan. In June 2015, the Successor Agency
terminated the Ground Lease with FDC and the City exercised its rights as a lender under
the Ground Lease to become the master tenant of the commercial space.

Garage Parcel. The Fillmore Heritage Center also includes the Garage Parcel, which is
a 112-space public parking garage. The SFRA financed the construction of this garage
using $5.6 million in tax exempt bond proceeds. The SFRA also used about $860,000 in
federal grant funds for site preparation/environmental remediation. The Successor
Agency still owns the Garage Parcel and operates it through a garage management
agreement with a private garage operator. The garage also pays common aiea
maintenance fees to the HOA.

The garage’s performance is dependent on the performance of the commetcial tenants in
the Fillmore Heritage Center. Before bankruptcy proceedings started, the garage was
operating with a small deficit. Since the closute of The Addition, the monthly operating
deficit of the garage has increased to approximately $10,000. The Successor Agency has
been backfilling this deficit with property tax funds authorized by the Oversight Board
and DOF (ROPS Line 119).

In sum, the public investment went into the land, site preparation, and building the Garage Parcel
and the Commercial Air Rights Parcel. The SFRA contributed the land, which was valued at
about $6.6 million, and accepted a payback plan on the purchase price of the land over time ($3.5
million has been paid to date). The SFRA conttibuted an additional $5.6 million in grant funds
for construction of the Garage Parcel. About $16 million in SFRA/City loan funds went into
building the Commercial Air Rights Parcel.

Fillmore Heritage Center Garage and Commercial Parcel
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LONG-RANGE PROPERTY MANAGEMENT PLAN

The following presents the information requested pursuant to Section 34191.5 of the California
Health and Safety Code for the Garage Parcel and the Commercial Air Rights Parcel. These
properties are also shown on Attachment A (Photo of Fillmore Heritage Center) and Attachment
B (DOF Tracking Sheet for Other Properties) as Nos. 1 and 2.

Date of Acquisition

The SFRA purchased the 52,938-square-foot fot on which the Fillmore Heritage Center now sits
(which was an assemblage of 12 different lots) between April 1967 and April 1969 with urban
renewal grant funds from the federal government (explained in more detail below).

Value of Property at Time of Acquisition
The sum the SFRA paid to purchase the |2 different lots was $939,450.
Current Value of the Property

The estimated current value for the Garage Parcel is $2.2 million and the estimated current value
for the Commercial Air Rights Parcel is $9.0 million based on a July 6, 2015 appraisal by R.
Blum and Associates.

Purpose for which the Property was Acquired

During the 1960s and 1970s, redevelopment agencies across the country were buying up huge
tracts of land for the purposes of implementing redevelopment programs, using urban renewal
grant funds from the federal government. This program was generally referred to as the “Urban
Renewal Program” authorized by the U.S. Congress, which set federal standards for urban
renewal under Title 1 of the Housing Act of 1949. This program, which displaced thousands of
people from their homes and businesses, also occurred in San Francisco, most dramatically in the
former Western Addition A-2 Redevelopment Project Area.

The SFRA originally acquired the land on which the Fillmore Heritage Center now sits with
urban tenewal funds provided through a federal Loan and Grant Contract dated December 27,
1956 (Contract No. Calif. 2-2 (L.G)), which was approved by the U.S. Department of Housing
and Urban Renewal (the “HUD Contfract”). Under the HUD Contract, the SFRA was required to
use the federal funds to carry out redevelopment activities in accordance with the local
redevelopment plan and the federat urban renewal standards.

In 1982, the City and the SFRA executed, with HUD concurrence, a Closeout A greement for the
Western Addition Area Two Redevelopment Project (Calif. R-54) in which the land that was
developed for the Property is identified as Parcel 732-A. (See the Closeout Agreement, Exhibit
A at page 3.) The Closeout Agreement states: “All remaining undisposed properties acquired by
the Agency in the redevelopment area are shown in Exhibit A hereto. All the proceeds from the
sale or lease of such propetty after financial settlement of the Program shall be treated as

Filimore Heritage Center Garage and Commercial Parcel
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program income to the Community Development Block Grant Program under the provisions of
24 C.F.R. 570.506.” (See the Closeout Agreement at p. 2.)

In 2015, HUD determined that a portion of any proceeds from a sale of the Garage Parcel (which
includes the land) would be restricted as CDBG program income because the land was purchased
with federal urban renewal grant funds and is subject to the Closeout Agreement described
above.! Any proceeds from the sale of the Commercial Air Rights Parcel must first go to the
City to pay off the City’s $5.5 million HUD Loan.

Address/Location

The Garage Parcel and the Commercial Air Rights Parccl are both located at the Fillmore
Heritage Center at 13 [0 Fillmore Street.

Lot Size

The Garage Parcel (0732-32) is approximately 50,000 square feet, and includes 112 parking
stalls and miscellaneous parking equipment. The Commercial Parcel (0732-33} is also 50,000
square feet, and includes (1) a 28,000-squarc-foot jazz club/restaurant (“Yoshi’s San Francisco™)
(2) a 6,300-square-foot restaurant/music lounge (“1300 on Fillmore™), and (3) a gallery,
screening room, and cominon areas.

Current Zoning

Both the Garage Parcel and the Commercial Parcel are zoned under the San Francisco Planning
Code as NCT - Fillmore Street Neighborhood Commercial Transit District. This district extends
along Filimore Strect between Bush and McAllister Streets. Fillmore Street's dense mixed-use
character consists of buildings with tesidential units above ground-story commercial use.
Buildings range in height from one-story commercial buildings to high-rise towers. Fillmore
Street and Geary Boulevard are important public transit corridors, The commercial district
provides convenience goods and services to the surrounding neighborhoods as well as shopping,
cultural, and entertainment uses that attract visitors from near and far, This designation is
intended to encourage and promote development that enhances the walkable, mixed-use
character of the corridor and sutrounding neighborhoods. Rear yard requirements at residential
fevels preserve open space cotridors of interior blocks. Housing development in new buildings is
encouraged above the ground story. Existing residential units are protected by limitations on
demolition aud upper-story conversions.

Consistent with Fillmore Street's existing mixed-use character, new commercial development is
permitted at the ground and second stories. Most neighborhood- and visitor-serving businesses
are strongly encomaged. Eating, drinking, and entertaimment uses are confined to the ground
story. The second story may be used by some retail stores, personal services, and medical,

! The portion that would be treated as CDBG program income is 57.14%, because 57.14% of the total project costs
for the Garage Parcel (as determined by HUD) were funded with federal funds. Email from R. Cedillos, HUD Senior
CPD Officer, to K. Wyatt, DOF Local Government Unit Analyst, February 20, 2015.

Fillmore Heritage Center Garage and Commercial Parcel
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business, and professional offices. Parking and hotels are monitored at all steries. Limits on
drive-up facilities and other automobile uses protect the livability within and around the district
and promote continuous retail frontage.

Estimate of the Current Value (Including Appraisal Information)

Garage Parcel. A recent appraisal by R. Blum and Associates, dated July 6, 2015, valued the
Garage Parcel at $2.2 million. As noted previously, the garage’s performance, and by extension
its value, is dependent on the performance of the commercial tenants in the Fillmore Heritage
Center. In its appraisal, R. Blum and Associates noted that the “future of this garage is tied to
the future use of the subject commercial space. It appears that operation of a daily garage is not
profitable in this location at the present time and there would be minimal demand from an
investor for that use given the limited current return...If new demand and development occurs in
the area, income in the future might justify operation as a for-profit parking garage.”

Commercial Air Rights Parcel. The July 6, 2015 appraisal by R. Blum and Associates also
included the Commercial Air Rights parcel, which was valued at $9,000,000.

Estimate of Revenues Generated (Including Contractual Requirements for Use of Funds)

Garage Parcel. With the closure of the jazz club, the Garage Parcel currently generates an
average of $18,500 a month, after parking taxes. That revenue goes toward reimbursing the
garage operator for the expenses incurred in tunning the garage, per the Garage Management
Agreement between the Successor Agency and Pacific Park Management Inc, dated May 1, 2011
(the “Management Agreement”). Per the Management Agreement, the Successor Agency must
reimburse the garage operator for any operating deficits every six months. The garage’s
performance is dependent on the perforimance of the commercial tenants in the Fillmore Heritage
Center. Currently, the garage is running a deficit of abeut $10,000 a month on average. The
Successor Agency has been backfilling this deficit with property tax funds authorized by the
Oversight Board and DOF through approval of its ROPS (Line No. 119).

Commercial Air Rights Parcel. As mentioned, the Commercial Air Rights Parcel is cutrently
ground leased to the City. With the closure of The Addition, the only income currently
generated under the Ground Lease is from 1300 on Fillmore. The monthly rent due from 1300
on Fillmore is approximately $10,000; however, 1300 on Fillmore is currently in arrears on these
payments.

History of Environmental Contamination, Studies, Remediation Efforts

Baseline Environmental Consulting prepared reports on the land on which the Fillmore Reritage
Center sits in May 1996 and July 2000, These reports concluded that the property contains lead-
and petroleunn-contaminated soils to a depth of approximately four feet. Historical land uses
include a storage company, upholstery shop, furniture store, printing shop, sign painter, paved
and unpaved parking areas, and construction staging area, all of which may have contributed to
the contamination. The report recommended that the contaminated soil be excavated and
properly disposed of in a hazardous waste facility, The consultants estimated the cost of

Fillmore Heritage Center Garage and Commercial Parcel
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excavation to be between $600,000 and $840,000. As a result, the SFRA applied for and
received a grant from the California Environmental Protection Agency of $860,000 to remediate
the site when construction began on the Filimore Heritage Center in 2005.

Potential for Transit-Oriented Development; Advancement of Planning Objectives

As mentioned, both the Garage Parcel and the Commercial Parcel are zoned under the San
Francisco Planning Code as NCT - Fillmore Street Neighborhood Commercial Transit District.
This district extends along Fillmore Street between Bush and McAllister Streets. Fillmore
Street's dense mixed-use character consists of buildings with residential units above ground-story
commercial use. Fillmore Street and Geary Boulevard are important public transit corridors. See
San Francisco General Plan, Transportation Element, Map 9 (Transit Preferential Streets),
available at hitp://www.sf-planning.org/tp/General_Plan/images/I4.transportation/tra_map9.pdf.

In the RFQ for the Property, the SFRA emphasized that its development was “pivotal to the
successful revitalization of the lower Fillmore (Street) commercial corridot,” which is the center
of the Fillmore Jazz Preservation District (the “Jazz District”). The Jazz District was established
by the SFRA Commission to focus resources on reestablishing a vibrant commercial district
along lower Fillmore Street that reflects the historical and cultural heritage of the area. Key
components of this economic development strategy were to: (1) develop catalyst sites to draw
people from a wide geographic area, so that existing businesses would benefit from the increased
customer base and new businesses would be created; and (2) create employment opportunities
for residents of the community . The land on which the Fillmore Heritage Center sits was such a
catalyst site, given its location, size and development potential. Developing it with destination
entertainment/retail uses fulfilled these planning objectives. However, with the closure of The
Addition in January 2015, further redevelopment of the site is necessary.

History of Previous Development and Leasing Proposals

The land on which the Fillmore Heritage Center now sits sat vacant for more than 30 years.
Various development proposals were floated over the years but nothing ever materialized into a
development agreement. Finally, in 1989, the SFRA entered into an Agreement for Disposition
of Land for Private Development (the “LDA”) with Fillmore Renaissance Associates, L.P.
(“Renaissance Associates™). Due to unfavorable market conditions and other factors,
Renaissance Associates was not able to proceed with the residential development originally
planned for the land. Years later, in 1995, the LDA was amended to permit a multi-screen
cinema complex, a jazz and supper club, and a parking garage. For the next six years,
Renaissance Associates attempted to sign leases with tenants and put the financing together to
build the project, but was ultimately unsuccessful.

In June 2001, the SFRA began the solicitation process for a new developer. This solicitation
resulted in the selection of Fillmore Development Associates, or FDA, which built the Fillmore
Heritage Center (An affiliate of FDA, Fillmore Development Commercial, or FDC, built the
Commeicial Air Rights Parcel). The Fillmore Heritage Center opened in 2007.

Fillmore Heritage Center Garage and Commercial Parcel
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Disposition of the Property

Based on the foregoing, the Successor Agency proposes the following disposition plan for the
Garage Parcel and the Commercial Air Rights Parcel.

Garage Parcel. The disposition plan for the Garage Parcel is a fransfer to the City for a
governmental purpose — that is, a public parking garage — pursuant to Section 34181(a)(1) of the
California Health and Safety Code. The Garage Parcel meets the definition of a parking facility
dedicated solely to public parking because it does not “generate revenues in excess of reasonable
maintenance costs.” Section 34181 (a) (2) of the California Health and Safety Code.

Commercial Air Rights Parcel. The dispesition plan for the Commercial Air Rights Parcel is a
transfer to the City for future redevelopment pursuant to Sections 34191.5(c)(2)(A)(i)-(ii) of the
California Health and Safety Code. Consistent with these Sections, the development of the
Property was included in SFRA’s 1999-2004 and 2004-2009 Implementation Plans for the
Western Addition A-2 Redevelopment Project Area. A transfer to the City will: (1) ensure that
the original community development purpose for acquiting the Property continues to be met and
(2) ensure that SFRA’s economic development goals for the Property — that is, the development
of the Property as a catalyst to the successful revitalization of the lower Fillmore Street
commercial corridor and the creation of employment opportunities for the community - continue
to be met.

Under Section 34191.5(c)(2)(A)(i)-(ii) of the California Health and Safety Code, the Oversight
Board or the Department of Finance may require approval of a compensation agreement, as
described in Section 34180(f), prior to the transfer of property that the City retains for future
redevelopment activities. The compensation agreement requires the City and other taxing
entities to reach agreement on payments proportionate to their share of base property taxes for
the vatue of the property retained. In this case, the Successor Agency is recommending that the
payments under the compensation agreement consist of covenants and conditions on the parcel
restricting its use and any future disposition to purposes consistent with the CDBG program and
with the original economic development objectives for the Property, namely its redevelopment as
a catalyst to the revitalization of the lower Fillmore Street commetcial corridor and the creation
of employment opportunities for the community. In light of the existing restrictions on the
parcel and the long-standing City and community-wide interest in revitalizing the parcel, these
conditions and covenants constitute a significant value in lieu of the payment of money.

Properties Dedicated to Governmental Use Purposes and Properties Retained for Purposes
of Fulfilling au Enforceable Obligation

See above section.

Attachment A: Photo of Fillmore Heritage Center
Attachment B: DOF Tracking Sheet --Other Properties
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Attachment A
Photo of Fillmore Heritage Center




Attachment B
DOF Tracking Sheet — Other Properties
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Exhibit D
"Community Benefits Plan"

Attachment 5, Exhibit A to the Disposition and Development Agreement by and
between the Redevelopment Agency of the City and County of San Francisco and
Fillmore Development Associates, LLC



Documents provided by [faTaTree LLC Via Its proprietary Imaging and delivery system. Copyright 2003, All rights reserved.

ATTACHMENT NO. §
ADDITIONAL TERMS. COVENANTS AND CONDITIONS TO AGREEMENT

This Attachmemt contuins additional terms, covenants and conditions 1o this
Agreement, which are incorporated inlo this Agreement as part of Article 9.

1. Western Addition Community Benefits,

(1)  Fine Ars Requirement. Developer must provide and integrate into the
construction of the Project works of fine art in public pluces installed at a cost of not less than
one percent (1%) of the total hard consteuction costs of the development. Developer
acknowlcdges that the City’s Ants Commission and the Agency must approve all proposed

public art for the Project.
(b)  Participation in Mc ’s Association and Area Maintcnance. Developer

shall require in its lcascs with tcnants that they join a merchant’s association and business
improvement district in the Jazz Preservation District and that they perticipate in marketing
and promotivn activities to increasc business patronage in the District, Developer is also
required to participate in the maintenance and marketing association for the District.

(¢) Community Benefits Plan. Developer to agrees lo provide additional
Community Benefits as set forth in Exhibit A, Community Benefits Plan, consistent with and
in addition 1o the Agency’s Equal Opportunity Program included in the DDA and the CDBG

Program Income Requirements described in Section 2(a) below. In addition, Developer will
use its best efforts to ensure that its General Contractor, Subcontractors, Professional Service
Consultants, Suppliers. Vendors, Operators, and Commercial Tenants, dcfined as the
(*Applicable Participunts”) participate ir the provision of additional Community Benefits.

2. CDBG Program Income Reguirements.

(@)  Developer must comply with the public benefit requirements (‘‘Benefit
Requirements”) under the HUD regulations for the CDBG program at 24 CI'R Scction
570.209 (the "Regulations™). The Benefit Requirements require that the Project asa whole

must cither:

@) Create or retain at least one full-time equivalent, permanent job for
low- and maderate-income persons per $35,000.00 based on the land proceeds amount of

$6,550,000 received by the Agency (thc “Land Proceeds™); or

(i)  Provide goods or services to residents of an area, such that the number
of low- and moderate-incomc persons residing in the urcas served by the assisted businesses
amounts to ot least one low- and moderate-income person per $350.00 of the Land Proceeds.

(®  Developer will work with cach commercial tonant to determine how each
component of the Project will meet the Benefit Requirements so that the overali Project

Agency Parcel 732-A Disposition und Development Agreement
Additiona! Terms, Covenants and Conditions to Agreenient
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meets these required benefit Icvels. In addition, Developer will work with the Agency i
developing a plan to meet the Benefit Requirements and will provide documentation of
compliance on a regular reponting basis once the Project is completed.

(c)  Devecloper will also be required to apply the HUD guidelincs for evaluating
project costs and financial requirements by either using the HUD underwriting guidelines
provided in Appendix A of the Regulations, or using other underwriting criteria, as approved
by the Agency. Any underwriling snalysis must casure that:

(i) Project costs are reasonable;

(ii)  Allsources of Project financing arc committed:

(iii)  To the extent practicable, Land Proceeds are not substituted {or non-
federal tinancial support;

(iv)  The Project is financiatly feasible;

(v)  Tothe extent practicable, the return on Developer’s equity investment
will not be unreasonably high; and,

(vi)  To the extent practicable, Land Proceeds are disbursed on o pro rata
basis with other financial assistance provided to the Project,

- 3 Housinp.

(@  Certificates of Completion for Condominjums. Developer may convey each
individua) condominium unit built in the Housing Patcel (*Urit”), as thc Improvements
related thereto are completed, and the Agency, upon proper completion of the Improvcments
relating 10 any such Unit, and subject to the provisions of Section 4,20 of the DDA, will
centify to Developer that the Unit Improvements have been made in accordance with the
provisions of this Agreement. Each Unit Centificate of Completion will be issued at the
request of Developer, if and when the City is prepared to issue a Certificate of Occupancy for
a Unit or Units. Each Unit Centificate of Completion will be substantially in the form of

Exhibit B.

(b)  Developer must make affardable 10 low- and modcrate-income households at
its sole cost at lcast fifteen percent {15%) of the total number of residential units built in the
Housing Parccl (the “Affordable Units”). The Affordable Units will be restricted as to price
and income in the manner and for the period specified below, and as further specified in
Exhibit C, Limited Equity Home Ownership Program, Declaration of Restrictions for For-
Sale Affordable Flousing Units and Option to Purchase Agreemenl. The Affordable Units
are to be substantially equivalent in type, size, location and amenitics to the other
condominium units in the Project, and are to be dispersed throughout the Project. To
implement this objective, thc Parties have agreed preliminarily on the distribution, mix,
square fontage and allocation of affordability levels among the Affordable Units as set forth

in Exhibit D, Affordable Pricing Chart.

(c)  Occupancy Priarities for Centificate Holders. The Agency and Dcveloper
agree that persons displaced, or to be displaced, from their homes by Agency redevelopment
aclivitics or other government action will be, or have been, issued a "Certificate of

Agency Parcel 732-A Disposition and Develapmem Agreement
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Preference,” cstublishing a priority right to purchase both Market and Affordable Units.
Developer's selection must be made from a centificate holders list furnished by the Agency
and considered in the order of priority set forth in Exbibit E, Marketing Obligations.

(d)  Final acceptance or rejection of Cenificate of Prefercnce holders lies with
Developer; provided that it will constitute an Event of Default under this Agreement if a
Cenificate of Preference holder is rejected other than for a reason related directly to
eligibility requirements, which must be the same for all applicants. Developer must notify
both the Agency and the applicant in contemporaneous writings of the reason(s) for rejection.

(&)  Markeling, Sales and Reporting. Developer must comply with all marketing
and reporting obligations containing in Exhibit E, Marketing Obligations.

0] Homeqwners Wamranty. Developer must provide a twoften (2/10) year
homcowners warranty to the purchaser of each Affordable Unit. An equivalent warranty,
bond or other security may be substituted for this requirement if approved by the Ageney in
writing prior to the sale of the first Affordable Unit. The warranty must provide a minimum
of: one-year's coverage for workmanship and materials; two-years’ coverage for plumbing,
electrical and mechanical systems; and ten-ycars' coverage for protection against structual
defects for homeowners associations.

@  Restrictions on Affordable Units. The following resirictions will apply to the
Affordable Units, Developer acknowledges that the Agency may elect, but is not required, to

qualify individuals and families earning less than the specified household incomes through
loans, eredit enhancements or other means, so Jong as the individuals and families eam at
least filty percent (50%) of Arca Median Income ("AMI™) as determined by the U.S.
Department of Housing and Urban Development (“HUD").

(i)  The Affordable Units must be affordable to households with incomes
of an average of 100% of AMI (*Moderate-Income Purchaser"), which is currently §91,500
for a four-person household, but not to exceed 120% of AMI, adjusted sofcly for household
size. The altocation of Affordable Units within this affordability Jevel (the “Program Incone

Levels”) is sct forth in Exhibit D, Affordable Pricing Chart,

(i)  The initial prices of Affordable Units (“Affordable Prices™) will be
cstablished using the Agency’s underwriting standards described below, such that the
Affordable Units are affordable to households at an AMI level 5% below the maximum
income level permitted for each category. Agency underwriting standards assume a 3%
down payment and a 30-ycar fixed-rate mortgage with commercially reasonable points and
fees, and with a total annual peyment for principal, interest, taxes, insurancc and
homeowner’s associntion dues which docs not exceed 11% of the household’s Gross Annuat
Income. The mortgage interest rate used in the calcutation shall be the higher of 1) the ten-
year rolling average intcrest rate, as calculated by the Agency (or its successor) based on data
provided by Fannie Mae, Freddic Mac, or an equivalent, nationally recognized mongage
financing institution, or 2) the current, commercirlly reasonable rate available through an
Agency-approved lender. Therefore, for example, the Affordable Price would be set at a
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level affordable to households with incomes of 95% of AMI for Affordable Units targeting
households with less than 100% of AMI. The calculation of the maximum affordable price
will be based upon the assumption of occupancy by one person for a one-bedroom unit; for
all other units, the assumption will be occupancy by onc person per bedroem plus one.

(ii)  The Affordable Units will be price and income restricted as specified
below for a minimum of forty-five (45) years trom the date of issuance of the Centificate of
Completion for the Honsing Parcel. The deed restrictions and right of first refusal will be
sceured by 8 second deed of trust on each Affordable Unit in a form to be supplied by the
Agency (the “Sccond Deccd of Trust”). The deeds for cach Affordable Unit will be
substantially in the form attached to Exhibit C, or in any other form supplied by the Agency
in its sole discretion, which will include resale resteictions and a right of first rcfusal in favor
of Agency to purchase or assign the right fo purchase any Affordable Unit upon resalc. The
Second Deed of Trust will be subject only to a first deed of trust to secure purchase money
financing, and to other exceptions reasonably acceplable to tha Agency.

(h)  Occupancy Verification The Agency and Developer agree that a qualified
Moderate-Income Purchaser, as defined above, and her or his immediate family will be the
sole occupants of the Affordable Unit, and that they shall use the Affordable Unit as their
sole residence. This restriction includes a prohibition against the purchaser’s renting or
otherwise Icasing an Affordabic Unit, In accordance with this occupancy restriction, the
purchaser will be required to provide the Agency, within sixty (60) days of cach anniversary
of the date of purchasing an Affordable Unit, with a completed Occuponcy Centificate in the
form attached as Exhibit F, Upit Occupancy Certificate, and any other evidence of occupancy
that the Agency may require, The Occupancy Certificate must be sxccuted under penalty of
petjury. Developer further agrees to deliver the form of Occupancy Certificate and other
information on owner occupancy requirements to each qualified Moderate-Income Purchaser
at the time the purchaser makes an offcr to purchase the Affordable Unit,

(i)  Morgage Protection. This provision applies to AfTordable Uniis if a Bona
Fide Institutional Lender or other Holder obtains title to Developer's interest in the Housing
Parcel by foreclosure or deed in lieu of foreclosure. For six (6) months after the later of: (i)
issuance of a Final Public Report by the California Department of Real Estalc; and (ii)
issuance of a Centificatc of Occupancy by the City as to each Affordable Unit, the Holder
must use good faith efforts satisfactory to the Agency to sell the Affordable Units to
Modcrate-income Purchasers. After expiration of the 6-month period, the Hofder may give
notice to the Agency of the Holder's intent to sell any Affordable Unit that has not heen sold
or for which an agrecment for purchase and sale has not been executed at the prevailing fair
market value to other than Moderate-Income Purchascrs. As a condition Lo this relief from
the afordability requirements, the Holder must pay the Agency the differencc, if any,
between the Holder's release price for the Affordnble Unit as set forth in its loan documcnts
and the actuaf sales price. In the event of such a sale, the Muderate-Income Purchaser use
restriction for the Affordable Unit sold will be of no further force or effect,
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EXMIBIT A
Community Benefits Plan
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[IST OF EXHIBITS TQ ATTACHMENT NO. §

Community Benefits Plan

Form of Unit Certificate of Completion

Form of Limited Equity Home Ownership Program, Declaration of Restrictions
For-Sale Affordable Housing Units and Option to Purchase Agreement

Affordable Pricing Chart
Marketing Obligations
Form of Unit Occupancy Certificate

mEY 0E>
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Exhibit A
COMMUNITY BENEFITS PLAN

In consideration of and as a condition of the approval of the developmiznt program proposed by
Fillmore Development Associates, LLC (“FDA™-or “Owner"), consistent with and in addition to
the Agency’s Equal Opportunity Program and the CDBG requircments included in the DDA,
proposes the additional Community Benefits described below. In addition, FDA will use its best
efforts to ensurc that its General Contractor, Subcontractors, Professional Service Consultants,
Suppliers, Vendors, Operators, and Commercial Tenams, defined as the “Applicable
Panticipants” participate in the provision of additional Community Benefits.

1. Job Training and Hiring Program

a. The Ownerand the Agency recognize that the development project in the Western
Addition Redevelopment Project Area hus the potential to create numerous

entployment opportunities ot all levels for disadvantaged individuals.

b. To achicve these opportunities, the Owner-FDA, will establish a project specific
Training and Employment Program to be developed in conjunction the Ella Hill
Hutch Community Center and Bethel CDC, subject to Job Training and Hiring
Agreements approved by the Agency, to provide employment opportunities at all
levels, including entry-level positions, for economically disadvantaged residents
of the Western Addition Redevelopment Project Aren. In order to maximize the
amount of funding available to conduct the Training and Employment Program,
FDA will contribute dirccily, as well as conduct fundraising and seck in-kind
scrvices with a goal of providing $130,000 towards this Program. The Owner will
work to identify programs for training in the following areas:

i. Culinary Arts, Bartending and other Restaurant Positions; and

Agency Parcel 732-A Disposition and Development Agreement
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ii. Sound, lighting and stage management positions supporting performing

arls and cntertainment.

c. Agency staff will work with the Owner to assure compliance with the City's First
Source hiring guidclines, incfuding the estoblishment of goals for entry-level
positions. The Owner will be responsible for having a point person responsible

for these activities.

d. The Owner and any Applicable Participants involved in the project beyond the
Centificutc of Completion will continue to make entry-level positions (as defined
in Schedule C to the Equal Opporiunity Program) available 1o Western Addition
residents for 10 years as appropriate, and coordinate with EHHCC to continue

outreach and identify interested applicants for available positions.

e. The Owner and all Applicable Participants will comply with the reporting
requirements as required by the Agency.

2, Job Training Internship Agreemeat
a. The Owner and all Applicabie Participants will actively outreach in the Wesiem
Addition community using the Ella Hill Hutch Community Center (EHHCC) to
identify residents for potential entry-level opportunities and work with existing
training organizations to train potential candidates as part of en intemyhip
program where the candidates are paid while engaged in raining for professions
necessary to operate the permanent uscs in the project. The Owner will enter into
a written agreement with EHIICC and any other community training providers, to
provide outreach, referral, recruitment and placement scrvices for the t;aining

program.

b. The Owner in conjunction with the Applicsble Participants will provide the

following ns part of this Agreement:

Agency Parcel 732-A Disposition and Development Agrcement
Community Denefit Plan
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i. Training for a goal of up to § eligible Western Addition residents per year
during the period up to the issuance of the Certificate of Completion
ii. Monthly training stipend of $200 per month per intem while attending the
training program
iii. Employment lollowing the training program with the Owner or Applicable
Participants
iv. Childcare services as needed

v, Muni Fast Passes as nccded

3, Western Addition Business Opportunitics

a. FDA will establish a start-up business within approximately 400 square feet of

space at the ground level of the portion of the project adjucent 1o the Fillmore
Heritage Center. FDA proposes to conduct an RFP process (with first preference
for Western Addition business certificate holders, then Western Addition
residents) to work with FDA ta develop a new business selling Merchandising
and Memnrabilia products featuring tee-shirts, hats, CD's of local and performers,
und other products to be determined celebrating the heritage of the Fillmore Juzz
District. FDA will provide the space rent-free for five (5) years in order for the
business to achieve break-even operations. After the first 5 years, FDA will
provide helow market rent as needed to support the financial feasibility of the
busincss for as long as the ground lease between the Agency and FDA is still in
effect. FDA will work with EHHCC to provide job training for employees of this

new business.

. FDA proposes 1o maintain Retail Space #2 within the ground floor level as a

Multi-Purpose Meeting Space. FDA will attempt to negotiute a Master Lease
Agreement with Food for Soul to book large group banquets and parties. During
the daytime, FDA will consider utilizing this space o originate tours of the

Agency Parccl 732-A Disposition and Development Agreement
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Filimore District in conjunction with the Fillmore Heritage Center. Additionally,
FDA may provide this space as an overflow lounge space for Yoshi's - Fillmore
on peak nights when not in use for FFS activities. FDA muay also provide this
spacc available for community meetings; sponsor music, catering, and other
workshops: and potential program activities. In the event that it is not financially
feasible for this space to operate in this fashion when FDA is finalizing the
Commercial Penmanent Loan, or if this Multi-Purpose Meeting Space is not used
for any of these purposcs to the financial satisfaction of FDA in its sole discretion,

FDA rescrves the right to lease this space to un independent tenant.

¢. Western Addition busincss certificate holders, then Westen Addition residents,
will be offered prefercntial opportunities ta provide merchandising and other
services needed by the Owner and Applicable Participants during the duration of
the Owner's construction phase of the project, except for Applicable ‘l'enants
occupying the Project which will offer these opportunitics during the continued
period of the FDA ground lease with the Agency.

d. FDA will provide financial and fundraising assistance (above any membership

requirements) to the Fillmore Ja2z Preservation Merchants Association,

4. Culturyl Benefits Program

a. The Owner and its Tenants will establish a Cultural Benefits Program to make the
performance events available 10 Western Addition disadvantaged residents, youth
and other disadvantaged residents of San Francisco. This will involve making
free-tickets and discount-ticket prices available for designatcd performances each

month during the year.

b. The Owner and Tenants will participate in the sponsorship of community program

gctivities and performances in conjunction with the Fillmore Jazz Festival,

Agency Parcet 732-A Disposition and Development Agreement
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Junetecnth Festival, Friends of Jazz Non-Profit Organization, Christmas Tree
Lighting and Toy Give-a-Way, ulilizing available space within the development
on limited occasions, such as the proposed Multi-Purpose Space, Yoshi's Jazz

Club Performance Space, and the Outdoor Third Floor Terrace.

¢. The Owner will dedicate the Fillmorc Jazz Heritage Center to individuals who
have conteibuted to the legacy of juzz in the Fillmore Jazz Preservation District
and history of jozz in America. This will include developing exhibits (both audio

and video) which document the history of jazz und the Fillmore.

d. The Owner will sponsor tours of the Fillmorc Jazz Heritage Center for Youth

Groups from the Western Additions, city of San Francisco and the Bay arca.

¢. FDA will idemily local youth groups and contribute annually to support their
program activitics. FDA will also seck potential donations of rusical instruments

to local school programs.

5. Homcbuyers Assistance Program

a. The Ownmer working with its consultant - Haight Steeet Mortgage Company
(“HSM™), will establish a Home Buycrs Assistance Program in conjunction with
the Agency requirements for outreach to Certificate Holders. The program by
HSM will provide qualified buyers with (a) access to homeownership counseling

services, and (b) first-time buyer financing programs.

6. Construction Assistance Program

a. Becouse locol, small and MBE/WBE subcontractors express difficulty with
obtaining insurance and bonding to participate in large construction projects, the
Owner and its General Contractor will provide OCIP or CCIP “Wrap Up"

Agency Parcel 732-A Disposition and Development Agrecnient
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insurance coverage which will cover all subcontractors involved on the project.
The current insurance market is difficult, especially for general liability premium
coverage pricing. The OCIP or CCIP will provide the necessary coverage for all
participants in the project. Additionally, the General Contractor will work with
the Agency Surety Hond Program to assist small, local and MBL/WBE
subcontractors with obtaining the necessary bonding to participate in the project

construction activity.
T Prompt Payment to Small Contractors
a. The Owner will work with its General Contractor, Webcor Builders, to establish a

prompt payment plan for small contractors that are part of the construction team
asscmbled through an Agency-approved process. The Agency must have
reviewed and approved the plan submitted by Owner and Webcor Builders as

conditions to the Agency’s issuance of a noticc to proceed.

Pleasc Note: This document will be included and sttached to all contracts and lease agreements

entered into by FDA during the duration of the project.

Agency Farcel 732-A Disposition and Development Agreement
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Exhibit E

Letter from Douglas Legg to Taxing Entities
December 8, 2022



Office of the City Administrator
Carmen Chu, City Administrator
Douglas Legg, Deputy City Administrator

City & County of San Francisco
London N. Breed, Mayor

December 8, 2022
Via US Mail and email

Bob Powers, General Manager

San Francisco Bay Area Rapid Transit District
P.O. Box 12688

Qakiand, CA 9464606-2688
rpowers@bart.cov

Matt Wayne, Superintendent

San Francisco Unified School District
555 Franklin Street

San Francisco, CA 94102
waynem@sfusd.edu

Sharon Landers, Interim Executive Officer
Bay Area Air Quality Management District
375 Beale Street

San Francisco, CA 94105

sharon@baaamd.gov

David Martin, Chancellor

San Francisco Community College District
50 Frida Kahlo Way

San Francisco, CA 94112
dmartin@ccsf.edu

Re: Compensalion Agreement between the City and County of San Francisco and
Four Taxing Entities regarding the transfer of property at 345 Wiliams Avenue and
1300 - 1330 Fillmore Street

Esteemed Colleagues:
The City and County of San Francisco respecifully request that you {or the appropriate
signatory for your agency) review and sign the attached Compensation Agreement. The

request stems from California Health and Safety Code Section 34191.5(c|(2}, part of the
California redevelopment dissolufion law, requiring a compensation agreement with taxing

SFGSA.org - 3-1-1
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agencies in connection with property transfers from former redevelopment agencies to
local govermments for future redevelopment purposes. !

The property at 345 Williams Avenue, San francisco, CA is a 92,209-square-foot lol improved
with a full-service supermarket (“FoodsCo Parcel”}. In 1990, the Former Agency purchased
the FoodsCo Parcel with $4,000,000 in federal Community Development Block Grant
Program (*CDBG"} funds, as defined by Title 24 in the Code of Federal Regulations,
specifically for the development of a supermarket in order fo provide Bayview residents
access to a full-service grocery store. The cumrent lease commenced on July 1, 1991 and is
scheduled to expire on June 30, 2031. The City will assume the landiord's position under this
lease upon acguisition of the FoodsCo Parcel, and intends to maintain this existing use for
the benefit of the community.

The parce! ot 1300 - 1330 Fillmore Avenue, San Francisco, CA is a portfion of the Fillmore
Heritage Center, a commercial air rights parcel {the "FHC Air Rights Parce!") which contains:

Q. 28,000-square-foot restaurant/entertainment venue, currently vacant
after being previously operated as the jazz clubs Yoshi's and The Addition {which
closed in January 2015};

b. 6,300-square-foot restaurant/iounge (Formerly *1300 on Filimore”},
which is also vacant and has been since 2015; and

C. a gallery and screening room, and a lobby area that serves as the
pedestrian entrance to the garage.

The Fillmore Heritage Center complex also includes a Residential Condominium which is not
being iransferred, as well as a Garage Condominium which is being fransferred to the Cily
for a governmental purpose under dissolution law and thus is not subject to the
Compensation Agreement provision.

The Fillmere Heritage Center was developed as a mixed-use facility with the goal of both
revitalizing the commercial corridor and honoring the cultural heritage of the
neighborhood, which long had been considered the “Harlem of the West." The FHC Air
Rights Parcel was improved using a City-backed Section 108 loan {also, CDBG dollars).

The Cily has spent significant time and resources to develop and activafe the space for
defined community purposes and benefits. Since the closure of the clubs and restaurants,
the City has fried to find ways to keep the space occupied and used for the community
and neighborhood. To that end, it has allowed one-time and limited duration uses of the
Center. And as a public agency, the City remains committed to ensuring that the
significant public investiment made in this property by both the City and OCIl will pravide
sustained community benefits for the Fillmore coridor and the Western Addition
neighborhood.

1 The San Franclsco Community College District and the Bay Area Air Quality Management District have previously
signed a compensation agreement for the transfer of the property at 345 Willilams Avenue, The attached
Compensation Agreement has been updated to include 345 Williams Avenue as well as 1300 — 1330 Filimore
Avenue, so it is intended to replace the previously signed agreement. The material terms of the agreement remain
unchanged.
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The City is not paying any cash to OCIi for either of these parcels. The consideration for the
transfers consists of covenants and conditions on the parcels restricting their use for public
purposes. The transfer of the FoodsCo Parcel to the Cily is to ensure that CDBG eligible uses
of the property continue (as required by HUD), and that the COBG Program Income
requirements apply to any lease or sale revenues. The transfer of the FHC Air Rights Parcel
to the City is to ensure that the original redevelopment purposes, namely the community
and economic development goals described above, continue to be met. The City will
work to ensure that this parcel can be used as a catalyst to the successful revitalization of
the lower Fillmore Street commercial corridor and the creation of employment opportunities

for the community.

There are no proceeds of sale or other value payable to the taxing entities from these no
cost transfers from OCII to the City, only economic development benefits that should
enhance property values in the affected communities, which will in turh support property
tax revenues. In addilion, to the extent there are any property taxes or possessory interest
taxes paid with for these properties, the taxing entities will continue to receive their
proportionate share of those tax praceeds in accordance with applicable law.

For the reasons sef forth in this letter, we respectfully request that you sign the enclosed
compensation agreements and return an original signature page to the City on or before
January 20, 2023 at San Francisco City Hall, 1 Dr. Carlton B. Goodlett Place, Rm 362, San
Francisco, CA 94102, Atin: City Administrator. Please include the words "Compensation
Agreement"” on the envelope for ease of processing.

Please be advised that the transfer of these parcels has been long delayed. As such, if we
do not receive your signed agreements by the above date, the City will proceed with a
transfer of the parcels without the signed agreements.

Of course, please do not hesitate to contact me at Douglas.Llegg@sfgov.org or 415-554-
7408 if you have any questions or if | can be of any assistance. Thanks in advance for your

anticipated cooperation.

Douglas Leg
Deputy City Administrator

cc:  Andrico Penick, Director of Redl Estate
Thor Kaslofsky, Executive Director, OCII

Enclosures

Compensalion Agreement
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